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CHAPTER 1 SUPPLY UNDER GST

GLIMPSES

. An.algs'ts of the taxable event under gST - Su.ppLg — its meaning and scope.

Section 7(1)(c): Iden.ti.fg the transactions that will amount to SbLPP'.l_.j even without any

consideration. [Schedule I]

Section. 7(1A): Classify the transactions either as supply or goods or as a supply of

services. [Schedule II]

Section 7(2): Transactions which will be neither the su.pp[g of good.s nor the supptg of

services. [Schedule III]

Section 8: Composite and mixed supplies and their taxa.b'Ll'Ltg under gST.

INTRODUCTION

Earlier under indirect tax Laws, there were two separate activities, m.anu.factu.re or

sale of good.s and the provision of services. in the gST regime, the entire value of these

two taxed in an 'Lntegrated. manner bg Lag’mg down one compreh.en.s'we taxable event

Le. “Supplg" Suppl.g of good_s or services or both. It means, the term “supplg” refers to a

broad term. which merges all taxable activities of the earlier lLaws into a s'LngLe a.ct'Lv'Ltg.

SUPPLY: THE TAXABLE EVENT IN GST

Taxable event in a law is an event, the occurrence or ha.ppen'mg of which tr'ngers the

'meos'Lt'LorL of tax. It means the incidence of tax arises on.Lg after the occurrence of the

taxable event.

> Meaning And Definitions of Supply:

C_.]ST is a tax charged. on the su.pplg of good.s or services or both made or agreed to be

made for a consideration in the course or furthera.nce of business.

rSu.ppl.g for consideration in course or fu.rthera.nce of business|

i [Section 7(1)(a)] |
> Includes —&r Importation of services for consideration whether or not in )
X At course or fu.rthera.nce of business [Section 7(1)(b)]
Supply | # Supply without consideration [Section 7(1)(c) + Schedule I]
———

\

Activities to be treated as supplg of good.s or su,pplg of
services [Section 7(1A) + Schedule II]

V.

5  Excludes B

b Negative list [Section 7(2) + Schedule III]

IDT §R To know more +91 8459256756 1.1
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>

'SUPPLY' AS PER GST LAW {SECTION 7(1) OF CGST ACT}

SUPPLY
-~ /V N
(a) (aa) (b) (c)
gy i
All the forms of supply of goods or Importation of services, The activities specified in
services or both such as sale, for a consideration Schedule I made or agreed
transfer, barter, exchange, license, whether or not in the to be made without a
rental, lease or disposal made or course or furtherance of consideration. (If in course
agreed to be made for a business and or furtherance of business)
consideration by a person in the
course or furtherance of business.
v

7

The Activities or transactions, bg a person, other than an

individual, to its members or constituents or vice-versa, for cash,

d.eferred payment or other valuable consideration.

\

o~

Actlvities to be treated as supplg even 'Lf made without consideration {Section 7(1)(c)}

(Key - DRP)

1. Permanent transfer/Disposal of business assets where input tax credit has been

availed on such assets.

v Supplg of goods or services or both between related person.s or between distinct persons

as spec'Lf'Led in section 25.

3. Supplg of good_s (not service) between Pr'mci.pal and Agent without consideration is

also supplg.

It may be noted that in case where the involce is issued bg the agent to the

customer in his name (vice versa), then such agent shall fall in the above case. It

means i.f the involce is issued bg the agent to the customer in the name of the

pr'an'Lpal., such agent shall not fall in above case.

1.2 To know more +91 8459256756
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No supplg of service bg the insured to the insurance company in liew of '‘No

Claim Bonus' offered bg sald insurance company to him

/i

Goods and Services:

Goods & Services |

/

N~

good_s {Sec 2(52)}

~~

Services {Sec 2(102)}

g}

[ Every kind of movable property I I Anything other than goods

-

A A
A G 4
L N I\
Includes Excludes Includes |
v \ \
o Actionable Claims MONEY* e Use of money

Exam.ple:

But shall not include

(Le. Interest received on loan)

> Transfer of unsecured

any currency that is held

Conuversion of money bg

Debt.

numismatic value.

cash or any other mode for

> Insurance Debt.

SECURITIES

which a separate

> Ri.ght to Arrears of

Sale purchase of shares,

consideration is charged (ie.

Rent.

Debentures, Derivatives**

fO re'Lg n cu.rrencg converted

growing Crops

Bonds, Scripts, Mutual

into INR)

grass and th.'mgs

fu.n.d rLghts or interest in

attached to or form'mg

securitLes.

part of the land which

y

r

are agreed. to be severed

Note: Services includes fac'LL'Ltat'LrLg

before su.pplg or under a

or arranging transaction Ln

contract of su,pplg.

J

securities

*Money: Money includes: -

a) Transactions in Commercial Paper (‘CP)

b) Cert'Lf'Lcate of Deposit (‘CD)) (as theg are in the nature of promissory notes)

c) Drafts or letters of credit

** Derivatives:

'Derivatives’ are included in the d.ef'LrL'Lt'Lon of 'securities’ under SCRA. As 'derivatives' faLL

in the d.efi.n.'Lti.on of securities, theg are neither goods nor services and hence, are not

liable to gST.

IDT O
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Future Contract | With Delivery [ No GST | GST
Forward Contract | " - . _ - \———>In the form of goods/ ( No CST ]
l Without Delivery J ™ Not in the form. of goods —> °G
2) Consideration:
CONSIDERATION
/ \
= I
(Pagment ln money or otherw'Lse] Monetary value of any act or forbearance for the supply

for supply J /

\ / Excl.ud.i.ng subsi.dg given by Central/

—> State govemmen.t

By Recipient or any other person.

Note: - Deposit to be considered as payment ONLY WHEN the supplier applies such

d.epos'Lt as consideration for the said su.pplg.

[Le. non-Refundable deposit or deposit adjusted against rent]

3

Business {Section 2(17)}:

a > Ang trade, commerce, manu.facturing

> Profess'Lon, vocation

> Adventure

> Wager (a pla.ce of bet) or

> Ang other similar a.ct'Lv'Ltg

Whether or not it is a pecuniary benef'tt (it means intention to earn the prof'Lt is not

criterion in determ'Ln.i.n.g the state of business)

b. Ang act'Lv'Ltg or transaction tn connection with or incidental or a.nc'LLLa.rg to sub-clause

(a)

Eg. Sale of old assets or scrap or capi.ta.l good.s bg a trader

C. Ang act'Lv'Ltg or transaction whether or not there is volume, frequ.encg, corLt'LrLu'Ltg of

such transaction

Eg. Trader of mobile providing consultancy for how to set up mobile shop to any

person. for consideration

d. Aru_,] activity or transaction undertaken bg Cg, Sg, LA for pu.bL'Lc interest.

E.g. Speed post, Express Parcel by Post Office

e An.g activity or transaction su.pplg or acquisition of goods i.nclu.d.ing Ca.pi.ta.l good_s

Eg. Sale and pu.rch.a.se of goods/Mach'LrLer'Les

f. Ang act'Lv'Ltg or transaction related to admission for consideration to any prem'Lses.

E.g. Entrg tickets for amusement park, cinema theatres, etc.

g Ang act'Lv'Ltg or transaction provid_ed. bg club/association to its members.

1.4 To know more +91 8459256756 IDT R
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E.g. Sports facilities like swimming pool, table tennis, cricket etc.

h. Ang a.Cti.\)i.tlJ or transaction provided bg race club bg way of totalisator or license to book

maker in such club.

L Ang act'Lv'Ltg or transaction services su.ppl'Led_ bg a person as the holder of an off'Lce which

has been accepted_ bg him in the course of furtherance of his trade, profess'LorL or vocation.

Eg CAin practice prov'Ldes CFO or lndependent director service, he would be covered

SCHEDULE I - SUPPLY WITHOUT CONSIDERATION {SEC. 7(1)(c)}

KEY CODE - DRP

1| Permanent Transfer/Disposal of Business Assets, if ITC has Been Availed
EXAMPLE.
A cloth retailer glves from his business stock to his friend. free of cost
S
vl | N .
If ITC has been availed If ITC has not peen availed
w‘ v
Deemed Supply No supply
Treatment of Transfer of Asset
ITC Availed Consideration Supply
X X X
X v V' 7Wa)
v X v’ 7c) + SHI
v v V' 7(Wa)

. Supply Between Related Person or Distinct Persons [MTP May 19]

Supplg of goods or services or both between related person.* or between distinct person.** as

specified in Sec. 25 will Qualify as supply if it made in the course or furtherance of business.

*Related Person

Persons including legal person are deemed as related persons if

e Such persons are off'Lcers/d'Lrectors of one another's business

e Such persons are legallg recogn.'Lsed. partners

e Such persons are empl.oger & emplogee

e Athird person controls/ owns/ holds (directlg/ Lndirectlg) > 25% voting stock/shares

of both of them

IDT R To know more +91 8459256756 1.5


https://www.cacselectures.com/

https://www.cacselectures.com/

e One of them controls (d.i.rectl.g/irtd.i.rectl.g) the other

e A third person controls (dtrectlg/indirectlg) both of them

e Such persons together control (d_irectlg/indtrectlg) a third person

e Such persons are members of the same fa.m'ng

a) Spouse, Son, Daughter (Dependent or Independ.ent)

b) Parents, grand—Parent, BrotherSister (If whollg d_epertd_ent)

e One of them is the sole agent/sole distributor/sole concessionaire of the other

EXAMPLE:

M:s. Rakhi holds 35% shares of POR Ltd. and 30% shares of STU Ltd. POR Ltd. and

STU Ltd. are related.

M Ltd. has a d.eci.d.i.ng role in corporate poli.cg, operations management and quali.tg

control of K Ltd. It can be said that M Ltd. controls K Ltd. Thus, M Ltd. and K Ltd.

are related.

*¥*Distinct Person

DISTINCT PERSONS SPECIFIED UNDER SECTION 25

Separate registration make distinct Separate establishment in another
Person UL/S 25(4) State UL/S 25(5)

A person who has obtained/is Required | Separate establishment in another

to obtain more than one registration, State/UT whether reg'Lstered or
whether in one State/Union territory unregistered. Such establishment shall

or more than one State/Union terr'Ltorg be treated as distinct person.

shall in respect of each such

reg'Lstra.t'LorL, be treated as distinct person

EXAMPLE:

Naragan, a Chartered Accountant, has a registered head offi.ce in Delhi. He has also

obtained reg'Lstrati.orL in the State of Maharashtra in respect of his branch. Naragan.

shall be treated as distinct person in respect of regtstra.ti.on in Maharashtra and

Delhi.

Note: Em.pl.ogee & empl.oger are considered as related party as per expl.a.na.ti,on to Section 15.

Schedule 1 provtdes that gi.fts not exceedi.n.g Rs. 50,000 in value in a financi.a.[ Year bg

an Emploger to Emplogee shall not be treated as suppl.g of good.s or services or both.

1.6 To know more +91 8459256756 IDT R
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> Sec. 7(1)(b) Anal.gsi.s of Importation of Service: Import of services with consideration not in

course or fu.rthera.nce of business supplg.

ya N
( IMPORT OF SERVICES )
e
— —~
WITH CONSIDERATION [ WITHOUT CONSIDERATION ]
A
- / f \ N\ [ / N\ ( \
In course or Not in course Service imported Service imported
fu.rth.era.nce of or furth.eran.ce from related person/ other than
business. of business distinct person related person/
AN " distinct person
— \ .
y- N\
In course or Not in course
furtherance of or furtherance
business of business
N >4 N J
4 \
v v L
{ Supply ]—[ Supply ]—[ Supply ]—[ No Supply ]—[ No Supply }—
\ )

Principal Agent Relationship

Supplg of goods (not service) between pr'LrLc'Lpal and agent without consideration is also su,pplg.

N

SUPPL -3 I/ o E—
? Y LJ > TAX invoice - -
N Tax invoice Vv issued by
Lssuwed bU the the. Agent in
his name L
principal 1
| THIRD PARTY |
PRINCIPAL AGENT RECEIVES
I
N
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=» | SCHEDULE II - ACTIVITIES TO BE TREATED AS SUPPLY OF GOODS OR SUPPLY

OF SERVICES [SEC 7(A)]

> Section 7(1A) of the Act refers to Schedule II for determ'm'mg whether a pa.rt'Lcu.La.r

transaction is a suppl.g of goods or services.

1 Transfer

sf% ‘
3 ﬁ TRANSFER

A
el Y &

Immediate Transfer ( Deferred Transfer Le. hire ]

_— N — — purchase

4 \
Transfer of Title Transfer of right 1

\ in good.s without Su.pplg of goods

_[ Su.pplg of Goods ] transfer of title ) v
|

: )
Le. Lease, rental Example:

l etc. I Dhruva Capital supplied goods

4 ) \_ J . .
Exa.mpl.e: T on hire purchase basis to customers

Ram sells ready-made [ Supply of Services ] II. Optima Manufactures supplies
L J

\garment to ts customers

Y, toys to retailers on 'Sale on return

\basis'

2| Land and Building

| LAND AND BUILDING }
A

— —

Land ] { Building ]

v
-

I Ang lease or l.etti.ng out of the bu'LLd.'Ln.g

Any lease, tenancy, easement, including a commercial, industrial or

license to occupy land residential complex for business or commerce,
\. y \.

— 7
~

Supply of service

Eg. A shop let out in a market area.

1.8 To know more +91 8459256756 IDT R


https://www.cacselectures.com/

https://www.cacselectures.com/

3

Treatment or Process (Eg. Job Work)

> Ang treatment or process which is applied to another person's goods

w-‘-&_tﬁl&h is Su,pplg of Services

GST Eg. Damani dyeing house dye the clothes given by Shubham Textiles Ltd.

on job work basis.

4 Transfer of Business Assets
TRANSFER OF BUSINESS ASSETS
_ — ~ I —
/ \ 7 N 4 \
Tra.n.s]_‘er or Private Use of Person Who Cease to Be
Disposed of Business Assets Taxable Person
\ BU.Si.I’LCSS ASSCtS y, Le. Cancellation of
- » Le.Ca tion of
L 'I registration, shutdown of
[ Supply of Goods ]_[ Supply of Service 1| the business
NG 7 _ j
v J
Whetl’fWNUt‘fUr‘eUﬁs&dfm&m Su’PP"H of good_s
v
4 )
Excepti.on:
No GST will be leviable in the foll.ow'LrLg cases.
1. Transferred. as go'mg concern
2. Business is carried on bg a persona.l. representative who is deemed to be a taxable
person.
\_ J
Exa.mple:

1. A director using car provided for personal travels > Su.ppl.g of Services

2. Raj a trader, is w'md.'mg up his business. Any goods left in stock shall be deemed to be

supplied by him and GST shall be payable (It will be treated & Supply of Goods)

3. Mr. Sohail, a sole proprietor, owns a Laptop used for ma.ki,n.g oﬁi.ce presentation. He

transferred said laptop to his son & Supply of Goods

Students Note:

IDT §R To know more +91 8459256756 1.9
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5 Supply of Services

SUPPLY OF SERVICES

v v v
r Y ( \ 7 \
A Renting of immovable B. Construction of complex civil structure, C. Temporary or transfer
property Building, etc. or permitting the use of
(Note: where the entire consideration has \ IPR )

been received after issuance of completion

certi.f'Lca.te, or a.fter its fi.rst occupation,

whichever s earlier = covered under

Negat'we List  No Supplg)

\_ J
= r . > o Ve \
D. Agree to obligation to refrain from E. Development, Design, F. Transfer of Right
an Act, or to tolerate an Act or Programming, Customization, to use any goods
situation, or to do an act Adaptat'Lon, Upgradation, for any purpose
Eg. 1) Non-compete fee Enhancement, Implementation of eg- machinery
2) Compensation for early IT software. \ given on hire )
termination of contract Eg. supply of GST related software
Note: if early termination is paid to to business for smooth processing
Employee -ve List of returns and accounts.
6. Composite Supply {MCQ-Nov 20}
1 :=%- - l:{ﬂﬂﬁ [ Composijefu.pplg ]
Lmeniprey | SWTEET
» Yl . p N
l Work.s Contract ‘ l Restaurant ]7
\ Y
Building, Construction, Installation, Catering contract, supply of food &
Fitting out, Fabrication, Improvement, other articles
Completion, Modification, Erection, (Other than alcoholic liquor for
Renovation, Alteration, Commissi.on.'mg human con.su.mpti.on)
x \ ,
Of any immovable property v
L \ J Supply of service |
[ Supply of service } L A

1.10 To know more +91 8459256756 IDTHR
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7. Supply of Goods

Su.pplg of goods bg an u.n'mcorporated association or bodg of persons to a
member thereof for cash, d.eferred. payment or other valuable consideration.

Eg. Resident Welfa.re Association (RWA) of Sanskriti Society su.pplles air conditioners to its

members at a concessional price
Note:
If PSL Supplies Goods to its members, then supply of Goods.
If AOP Supplies Services to its members, then it is Supply of Services.

= | IMPORTANT CLARIFICATION ISSUED BY CBIC

] TRANSFER OF TENANCY RIGHTS/PAGADI

a) Supply of Service and liable to GST (subject to exemption notification)

b) Transfer of tenancy rights cannot be treated as sale of Land or Building. The

contention that stamp d.utg and registration charges are levied on such tran.sfers of

Tenancy rights, and such transaction will be treated as supplg of services

c) Renting of residential d.well'mg for use as a residence s exempt (refer entry 12— chap 4)

d) As rega.rd.s, service provi.d.ed bg outgoing tenant bg way of surrendering the tenancy

ri.ght a.ga.i.nst consideration in the form of port'LorL of tenancy premi.u.m—» liable for GST

Issue Pri.ori.tg Sector Len.di.ng Cert'Lf'Lca.tes (PSLCs)
Clarification Supply of Goods as per RBI FAQs
Exa.mple:
=N =
T Bank A has excess PSL of 210 crore that ==
Bank A it can sell in form of PSLC to banks like Bank B
Bank B and earn extra income for that
Total Loan= 2100 crore. » | Total Loans = 250 crore
PSL Loan = 250 crore ¢ Bank B can buy PSLC to meet PSL Loans = 215 crore
PSL target achieved = 50% the RBI norms for PSL. PSL target achieved =30%
Excess PSL = 210 crore PSL Shortfall. =5 crore

IDTOR To know more +91 8459256756 1.11


https://www.cacselectures.com/

https://www.cacselectures.com/

3 ‘ SUPPLY OF PRINTED BOOKS, PAMPHLETS, BROCHURES, ENVELOPES ETC

Issue Su.pplg of pr'Ln.ted books, pa.mph.l.ets, brochures, erwelopes, annual

reports, Leafl.ets, cartons, boxes, etc. pri.nted. with d.esi.gn., logo,

name, address or other contents su.ppli.ed. bg the recipient of

such pri.n.ted. good.s.

Cla.r'Lf'Lcat'Lon In the case of printing of books, pamphlets, brochures,

pri.nted books, annual reports, and the like, where onlg content is

pamphlets, suppli.ed. bg the publ'Lsher or the person who owns the

brochures, usage r'Lghts to the 'Lntangi.ble inputs while the phgsical

Lnputs 'mclud.'mg paper used for printing belong to the printer,

supply of printing (of the content supplied by, the recipient of

Supply) is the principal supply and therefore such supplies would
constitute SUPPLY OF SERVICE

In case of suppl.g of pr'LrLted. en.velopes, letter cards, pri.n.ted. boxes,

tissues, n.apki.n.s, wall paper etc. bg the printer using its phgsi.cal

inputs i.ncludi.ng paper to print the d.es'LgrL, l.ogo etc. suppl'Led. bg the

recipient of good.s, pre—domi.na.nt su.pplg is supplg of good.s and the

supply of printing of the content (supplied by the recipient of

Su.ppl.g) is a.nci.[[a.rg to the pr'an'Lpa.l su.ppl.g of good.s and therefore
such su.ppl'Les would constitute SUPPLlJ OF gOODS.

Y] BUS BODY BUILDING

Issue Acti,vi,tg of Bus Bod.g Bu'LLd.'Lng.

Clarification The principal supply may be determined on the basis of facts

and circumstances of each case.

by RETREADING OF TYRES

Issue Retreading of tyres
Clarification Pre-dominant element is process of retreading which is a
‘ f?‘ SUPPLY OF SERVICE.

Rubber used for retreading is an ancillary supply. Supply

of retreaded tyres, where the old tyres bel.on.g to the su.ppL'Ler
of retreaded tyres, is a SUPPLY OF GOODS

1.12 To know more +91 8459256756 IDTHR
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‘ HOLDING SHARES Bl A HOLDING COMPANLU OF THE SUBSIDIARY COMFAN
Issue | Whether the activity of h.ol.d'LrLg shares bg a hol.d.'LrLg company of

Subject to
Amendment the su.bs'Ld'Larg company will be treated as a su.pplg of service or

not and whether the same will attract (_:JST or not.

issued by ICAI

Cla.ri.ﬁ.ca.ti,on o Securities are considered neither goods nor services

e The securities held bg the hold.'mg company in the subsidiarg

company are neither good.s nor services

e Further, pu.rchase or sale of shares or securities, in 'Ltsel.f is

neither a suppl.g of good.s nor a supplg of services

Conclusion | The activity of h.old'mg of shares of su.bs'Ld'La.rg company bg

the hoLd.'Ln.g company per se cannot be treated as a supplg of

services bg a h.ol.d.i.n.g company to the said subsi.d.'w.rg

company and cannot be taxed under gST.

| SCHEDULE III of CGST ACT, 2017 - NOT TO BE TREATED AS SUPPLY (NEGATIVE LIST)
KEY - GHAI FEN

1. | C7 - Constitutional authority or Chairperson of Government bodies
a) The functions performed by the MP, MLA, Members of Panchayat, Members of

Mu.n'Lc'Lpa.l.'Lt'Les and Members of other local authorities.

b) The duties performed by any person who holds any post in pursuance of the
prov'Ls'Lons of the Constitution. Le. govemors of State, CGAg etc.

c) The duties performed bg any person as a Ch.a.'LrpersorL or a Member or a Director in

a bodg established bg the govemment or local au.th.or'Ltg.
Le. Cha.'LrpersorL of IRDA, MIDC etc.

2| C2 - Service provided b_t/ Court/Tribunal

Services bg any court or Tribunal established under any law for the time be'mg in force.

Note: - Amounts/fees charged by Consumer Disputes Redressal Commission:

Fee pa.'Ld bg l'Lt'Lga.rLts while register'mg compla'mts to Consumer D'Lspu.tes

Redressal Commission are not leviable to gST.

3 H - Supply of Goods before removal for Home consumption [Jan 2]

(a) Supply of warehoused goods to any person before clearance for home consumption.

Example: Mr. X 'meorted some goods in India, but kept the good.s in custom bonded
warehBTeTithout clearing it fc;r Qo‘ﬁ@@&(sm@f@nﬂlhgﬁamzm. X shid3hese

mmmnde tn AA L ceilhiln ¥ 2t svimarm tm Flhm viimrnb miier Th e fvmmecemnab i mme hakicicinae AMe V Ao d AA- T ]
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is neither su'pplg of good.s nor supplg o_f services.

(b) Supplg of goods bg the consignee to any other person, bg endorsement of documents of

title to the good.s, a.fter the goods have been d.i.spatch.ed from the port of or'Lgi.rL located

outside India but before clearance for home consumption.

Exa.m_pl.e: Mr. P of India i.m_ported. some good.s from Japan. While the goods were Ln h.'Lgh 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.

4 A - Actionable claim (Other than Lottery, Betting etc)

Casinos, horse racing and online gaming excluded from the purview of Schedule III to clar'tfg

their taxability [Entry 6 of Schedule IIT amended]

Actionable Claims other than
. Bett'LrLg;
o Casinos;
o gambli.ng; No
o Horse racing; > Supply
. Lotterg; or
 Online money gaming;
Ues
No Supply
5. I - Transfer of Immovable property
) s \ —
'l Land J7 No Supply | > GST x
Sale of | (Where the entire consideration has been ) " No supplg )
received after issuance of completion y
\ BLI.LLd.Ln.g certificate, or after its first occupation, gST X
whichever is earlier [After construction] -
\_ J
Otherwise [under construction Building] I SU.PPIJ:’ I GST v

. F - Funeral, Burial etc

Services of Funeral, Burial, Crematorium or Mortuary i.n.clud.'LrLg transportation of the

d.eceaseél;
- IDF-HT—
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" E - Service provided by Employee

Services bg an emplogee to the empl.oger in th.g course of or relation to his empl.ogm.ent

Service provided by a person to other person in the capacity

Note:

¥ ¥ ¥ ¥ _
Employee Labourers Professionals Other than Partner/Director
\ 1 T employee |
L ¥ l (Principal to Kgﬁ
) Y —{ Principal) .
Sal.a.rl_.] to Em.pl.ogees Wages to Labourers SU‘PPLU P Remuneration
(including Bonus (including Seasonal J to partners/
and Gratuity) Labourers) Directors
Cratuity || Supply
\—___
/ X
v [4 \
4' Not Supply [¢ Directors Partners |
A d
4 N\ e e
( ) i ) Not Suppl
N\an.agi.n.g/Whole Part time Director (Non- PPYY
time Director Executive Director)
( \ / j\ (It isa
Not Supp[g 7 Suopl GsT
Of Govt. Body Of Non-Govt. PP Uo
L— (eroA Body e v 100%
> | TATA RCM

‘ PERQUISITES PROVIDED IN TERMS OF CONTRACTUAL AGREEMENT TO EMPLOUIEE

‘ — NOT LIABLE TO GST CIRCULAR NO. 172/04/2022 GST DATED 06.072022

perqu.'Ls'Ltes prov'Ld.ed. bg the emploger to the emplogee in terms of contractual agreement

entered into between the employer and the employee will not be subjected to GST.

EXAMPLE:

1) Services provided otherwise than in course of emplogment > Su.pplg

2) Services provided on contract basis — Pr'LrLc'Lpal - to Pr'LrLc'Lpa.l > Supplg

3) Amounts received bg an emplogee from emploger on premature termination of contract of

emplogment > No su.pplg, as it arise in course of emplogment

4) Any amount pa.'Ld for not joining a competing business would be liable to be taxed be in

pa.'Ld for provi,d'mg the service of forbeara.nce to act > Su.ppll_,]

5) Services provi.d.ed. by casual worker to emploger who gives wages on d.a'LLg basis to the worker,

| Students Note:

services prov'Ld.ed bg the worker in the course of empl.ogment > No Supplg

IDT O
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[ Ana.l.gs'ts of supplg of C_]oods or Services bg Em.pl.oger to Emplogees ]‘
A
/- Y

[ Specified Cases ] [ Other Cases ]

L ), L ),

e /- Y J

. . 4 N\

( Gifts on which ] Gifts on which ITC Value of which is more than 350,000

L ITC is availed J L is NOT availed ) per Financial year per Employee

' ]

( Schedule I ] [ Supply ]

L (Deemed Supply)

A
4 / N\ \
C C . e N\
Value of which is more than Value of which is not more Schedule I
¥ 50,000 per Financial year than 250,000 per Financial = (Not Supply)
per Emplogee year per Empl.ogee \ y,
\. J \, J

8 N - Supply from Non-Taxable Territory /MTP May 19, Jan 2f MTP Dec 21

Su,pplg of good.s from a place in the non-taxable territory to another pl.a.ce in the non-

taxable terr'Ltorg without such goods erLter'LrLg into India.

Example: Mr. A purchased goods from China and sold it to Mr. John in Canada

without bri,ng'mg the goods in India. This transaction is neither su.ppll_.] of

good.s nor su.pplg of services.

SOME CLARIFICATION ISSUED BU CBIC
[ ‘ GSTON THE SUPERIOR KEROSENE OIL (SKO)
Issue Whether GST is applicable on the Superior Kerosene Oil

(SKO) received bg recipient or retained bg recipient for the

manufacture of Linear Alkgl Benzene (LAB)?

Cla.rifica.ti.on A SKO retained by recipient will be treated as Supply.

Example: If 200 Liters are transferred by supplier and only 30 Liters are retained by recipient,

then supply is only of 30 Liters

| Students Note:

1.16 To know more +91 8459256756 IDTHR
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{ Analysis }
a) Supplier removing 200 b) Recipient c) Recipient returning
Liters to Recipient retaining 30 Litres 170 Liters
\ J \\ / L J
4 { ' { ' {
No Supply Supply No Supply

P] TAXABILITY OF COST PETROLEUM (CIRCULAR NO. 32/06/2018 GST DATED
12/02/2018)

e When an oil exploratlon & prod.uctlort contractor gets a license/lease to explore/m'me the

petroleum crude and/or natural gas from the Government, it enters into a Production
Sharing Contract (PSC) with the Government. The relationship of the contractors with

the govern.men.t is not that of partners but that of licensor/lessor and licensee/lessee.

As per these PSCs, when a contractor discovers oll/ga.s, he is at fi.rst entitled to recover the

contract cost [expensesincurred in exploration, development, production and payment of

royalty] involved in the extraction of oil/gas from the total sale proceeds and thereafter,

he is expected to share with the Government the profit from his venture /known as profit

petroleum] as per the PSC.

e The value of petroleum which the contractor is entitled to take in a year for recovery of

the contract costs is called the cost petroleum.

e The cost petroleum is not a consideration received bg the contractor for the services

provld.ed. to govern.ment and thus not taxable per se. The reason for the same is that the

explorat'LorL and prod.uctlort of petroleum for themselves and not as a service to

govemment.

E] JOINT VENTURE (V)

Clarification

a) JV bei.rlg an ururlcorporated temporary association constituted for the limited

purpose of carrying out a specified project within a time frame, a comprehensive

examination of the various JV agreements (at times, there could be number of

inter-se agreements between members of the JV) holds the keg to understandlng

IDTOR To know more +91 8459256756 1.17
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of the taxation of transactions involving taxable services between the JV and its

mem.bers or inter-se between the members of a JV.

b) Thus, whether a cash call is merelg a transaction in money and hence not in

the nature of consideration for taxable service, would depend on the terms of

the Joint Venture Agreement, which may vary from case to case.

¢) "Cash calls” are raised bg an operating member of the joint venture on other

mem.bers in proportion to their participating interests in the joint venture

(uni.ncorpora.ted) to meet the expenditure on the operations to be carried out as

per the approved works programme and budget.

xd INTER-STATE MOVEMENT OF VARIOUS MODES OF CONVEYANCE

Cla.r'Lchat'LorL

Inter-State movement of various modes of conveyance, between distinct persons

i.nclu.di.ng - = Trains > Buses > Trucks = Tankers = Trailers
> Vessels = Containers > A'chra.fts

(a) Carrying goods or passengers or both, or

(b) For repairs and maintenance, (except in cases where such movement is for

fu.rther su.pplg of the same corwega.nce) shall be treated neither as a su.pplg of

goods nor supply of services.

E) INTER-STATE MOVEMENT OF RIGS, TOOLS AND SPARES, AND ALL GOODS ON WHEELS

Clari.ftcati.on

Inter-State movement of rigs, tools and spares, and all goods on wheels (Like

cranes), except in cases where movement of such goods is for further supplg of the

same goods, such inter-State movement shall be treated 'neither as a supplg of

goods nor su.pplg of service

6. ‘ CLARIFICATION ON SCOPE OF PRINCIFAL AND AGENT RELATIONSHIP UNDER
‘ SCHEDULE I OF CGST ACT IN THE CONTEXT OF DEL CREDERE AGENT (DCA)
Issue Whether a DCA falls under the ambit of agent under Para 3 of Schedule I of
the CGST Act?

Clari.fl.ca.ti.on It depends on the follow'mg poss'Lble scenarios:

e In case where the invoice for su.pplg of goods is issued bg the su.ppli.er to the
customer, either h'LmseLf or throu.gh DCA, the DCA does not fall under the
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ambit of agent.

e In case where the invoice for supplg of goods is issued bg the DCA in his

own name, the DCA would fa.lL under the ambit of agent,

2 CASE 1 If DCA is not an Agent as per Schedule I

Issue Whether the temporary short-term transaction-based loan extended
by the DCA to the recipient (buyer), for which interest is charged by
the DCA is to be included in the value of goods being

supplied by the supplier (principal).

Cla.r'Lf'Lcat'Lon Interest on Loan 2 Supplg of Service> DCA > Su.ppli.er

Interest would not form part of the Value of Supplg of (_.]ood.s

supplied by the supplier.

=2 CASE 2 If DCA is an Agent as per Schedule I
Issue DCA makes payment to the pri.nc'Lpa.l on behalf of the bu.ger and

charges interest to the buger for delaged payment a.l.ong with the

value of good.s be'Lng supplled, whether the interest will form part of

the value of suppl.g of good_s also or not?

Clarification Value of Interest:

1. Not Independent Su.pplg
2 1tis a part of Value of goods as per section 15(2)(d)
The activity of extension of credit bg the DCA to the recipient would

not be considered as a separate supplg as it is in the context of the

supp[g of good.s made bl_,] the DCA to the recipient.

The value of the interest cha.rged for such credit would be requ.'tred. to

be included in the value of supplg of good.s bl_.j DCA to the recipient
as per section 15(2)(d) of the CgST Act.

d TREATMENT OF SALES PROMOTION SCHEMES UNDER GST

Case [A]

FREE SAMPLES AND QIFTS

D

~ ~
If covered under Schedule I of CGST ACT If not covered under Schedule I of CgST ACT

V} A

J
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Supply ) No Supply

Case [B]

BUL/ ONE GET ONE FREE OFFER

\ 4

Single Price is charged for 2 items

A

~ .

[ Composite Supply } or Mixed Supply

C_:,ST is Lleviable

.l WHETHER GST IS APPLICABLE ON REIMBURSEMENT OF ELECTRICITY CHARGES
RECEIVED Bl REAL ESTATE COMPANIES, MALLS, AIRPORT OPERATORS ETC FROM

 THEIR LESSEES/OCCUPANTS

Issue Doubts were raised on the a.ppl'Lca.b'Ll'Ltg of GST on supplg of electri.citg bg the
real estate companies, malls, airport operators etc, to their Lessees or occupants.
Clarification | o It is clarified that whenever electricity is being supplied bundled with

ren.t'Ln.g of immovable property and/or maintenance of prem'Lses, as the case

may be, it forms a part of composite supplg and shall be taxed accordinglg.

The pr'mci.pal su.pplg is renting of immovable property and/or maintenance

of premise, as the case may be, and the supplg of electr'Lc'Ltg is an ancillarg

supplg as the case may be. Even 'Lf electricitg is billed separa.telg, the su.pplies

will constitute a compos'Lte supplg and th.erefore, the rate of the pr'Ln.c'Lpal

supplg Le, GST rate on renting of immovable property and/or maintenance

of premise, as the case may be, would be applicable.

However, where the electricity is supplied by the Real Estate Owners,

Resident Welfare Associations (RWAs), Real Estate Developers etc, as a pure

agent, it will not form part of value of their supply. Further, where they

ch.arge for el.ectrici.tg on actual basis that s, th.eg ch.a.rge the same amount

for electri.citg from their lessees or occupants as charged bg the State

Electri.citg Boards or DISCOMs from them, theg will be deemed to be acting

as pure agent for this supply.
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A STATE GOVERNMENT PROVIDES SERVICES BY WAL OF GRANT OF ALCOHOLIC
LIQUOR LICENSE, AGAINST CONSIDERATION IN THE FORM OF LICENSE FEE OR
‘ APPLICATION FEE OR Bl WHATEVER NAME IT IS CALLED.

o Grant of alcoholic liquor license

\4

Iy

License Fee/Application fee

State Govt. [ No supply as per Section 7(2) of\ Any Person

(Supplier) the CGST Act, 2017 (Recipient)

(08 GOODS SENT/TAKEN OUT OF INDIA FOR EXHIBITION OR ON CONSIGNMENT
‘ BASIS FOR EXPORT PROMOTION [ JaeZ\ /19
=T @

Goods sent/taken out of India for Exhibition or on
A = Consignment Basis for Export/Import Promotion

| India v Australia Exhibition
(Supplier) No Consideration (Outside of India)

A
Vi N

Covered under Schedule I of CGST Act, 2017 N Not Covered under Schedule I of CGST Act, 2017

! .

\ 4

> Supplg as per Section 7 of CgST Act, 2017 2 No su.pplg as per Section 7 of CgST Act, 2017

> Treated as ZR'S as per Section 16 of IGST 2 No ZR'S as per Section 16 of IGST Act, 2017

Act, 2017 3

J SERVICES BY WAl OF DISPLAY OF NAME OR PLACING OF NAME OF THE PLATES

‘ OF THE DONOR IN THE PREMISE OF CHARITABLE ORGANISATION RECEIVING
‘ DONATION OR GIFTS FROM INDIVIDUAL DONORSS.

If the following conditions are sa.t'Lsf'Led_

IDTOR To know more +91 8459256756 1.21
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v

> Gift or Donation is made to a charitable organization

> The payment has the character of gi.ft or donation

> The purpose is philanthropic (ie. it leads to no commercial gain)
> And not advertisement

, 1 1

gST is not leviable

74 CLARIFICATION REGARDING GST APPLICABI ON LIQUIDATED DAMAGES,

‘ COMPENSATION AND PENALTY ARISING OUT OF BREACH OF CONTRACT OR
‘ OTHER PROVISIONS OF LAW [CIRCULAR NO. 178/10/2022 GST DATED 03082022]

Expression “Agree'LrLg to the obliga.ti.on to refra.i.n

from an act or to tolerate an act or a situation,

or to do an act" has three lLimbs

[ \
Agreeing to the obligation || Agreeing to the obligation to || Agreeing to the obligation
to refra.Ln. from an act - tolerate an act or a situation [{ to do an act

a) Agreeing to the obli.gat'Lon to refra.i.n from an act: - Non-compete agreements

b) Agreeing to the obli.gat'Lon to tolerate an act or a situation: - Shopkeeper allowi.ng a

hawker to operate from the common pavement in fron.t of his sh.op a.ga'mst a

monthly payment by the hawker.

c) Agreeing to the obligation to do an act: - Industrial unit agrees to install equipment

for zero em'Lss'LorL/d.'Lscha.rge at the behest of the RWA of a neighbour'tn.g residential

complex against a consideration pa.'Ld. by such RWA

O Above three activities must complg with the followi.ng conditions:

1. There must be an expressed or 'mel'Led. agreement or contract must exist

2. Consideration must flow in return to this contract/agreement

A Liquidated Damages

L'Lqu.'Ld.a.ted d.ama.ges are a measure of loss and damage that the parties agree would

arise due to breach of contract. Theg do not act as a remedg for the breach of contract.

Theg do not restitute the aggrieved, person.

the amount pa.'Ld as ‘l'Lqu.'Ldated damages’

Liquidated damages || Compensate for injuring loss or damage | No agreement
v
NO GST |+ Not constitute consideration [«| Compensation is only flow of money
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Exa.mples of such cases are:

1. d_a.mages resu.lt'mg from damage to property, negltgence, piracy, unauthorized use of

trade name, copgrig ht,

2 penaltg st'Lpu.la.ted_ in a contract for deLaged construction of houses,

3. forfe'Lture of earnest money bg a seller in case of breach of '‘an agreement to sell' an

immovable property bg the bu,ger

B. Cheque dishonour fine/ penalty

Such penaltg 'meosed not for toLera.t'LrLg the Act — No consideration — NO gST

C. Penalty imposed for violation of laws

Eg - Perw.l.tg for traffic violations, or for violation of polluti.on norms

v

Not constitute consideration

v

NO GST

In short, fires and penaltg chargeabte bg Government or a local au.thoritg meosed. for

violation of a statute, bge—Laws, rules or requlations are not leviable to tax.

D. Forfeiture of sa.l.a.rg or payment of bond amount in the event of the employee leaving the

employment before the minimum agreed period

The provLsLons for forfe'Ltu,re of salarg or recovery of bond amount in the event of the

emplogee lea.v'mg the emplogment before the minimum agreed per'Lod are anorporated. in

the emplogment contract to d'Lscou,rage non-serious candidates from ta.k'mg up

emplogment.

pen.a.l.ti.es for d.'Lssuadi.rLg

()

Employer — forfeiture of salary of employee '

or recovery of bond. %—
T {

Empl.oger EmpLogee

It's pena,l.tg for non-serlous emplogee

v

Emplogee does not get angthing in return from the emploger

agai,nst pagment of such amount

v

Not taxable
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E. Late payment surcharge or fee

The fa.c'tli.tg of accepting late payments with interest or late payment fee, f'me or penaltg

isa fac'Ll'Ltg granted bg su.ppli.er rw.tu.ra.llg bundled with the main supplg.

Since it is ancillarg to and rw.tu.ra.llg bundled with the principal supplg such as of

electr'Lc'Ltg, water, telecommunication, cook'mg gas, tnsurance etc. it should be assessed at

the same rate as the pr'mcipal su.pplg.

. Fixed charges for power

minimum foed. ch.a.rges/ca.pa.citg cha.rges and the vari.a.ble/en.ergg ch.arges are ch.a.rged.

for sale of electricity and are thus not taxable as electri.ci,tg is exempt from GST.

. Cancellation charges

It is a common business pra.cti.ce for su.ppl'Lers of services such as hotel accommodation,

tour and travel, transportat'LorL etc. to prov'Ld.e the faci.l'ttg of cancellation of the intended

su.ppli.es within a certain time peri.od. on payment of cancellation fee.

transportation travel and tour constitute a bundle of services. The transportation service,

for instance, starts with book'mg of the ticket for travel and lasts at least till exit of the

passenger from the destination terminal.

The fac[litat[on service of allow[n_q cancellation a_qa[nst payment of cancellation

c/zar_qes (s also a natural part of this bundle

For exa.m.ple: cancellation charges of ra.i.l.wa.g tickets for a class would attract gST at the

same rate as appL'Lcable to the class of travel (e, 5% gST on f'Lrst class or air-conditioned

coach ticket and nil for other classes such as second sleeper class). Same is the case for

13 ‘ CLARIFICATIONS: NO SUPPLY OF SERVICE BlJ THE INSURED TO THE INSURANCE
‘ COMPANY IN LIEU OF NO CLAIM BONUS' OFFERED Bl SAID INSURANCE

air travel.

COMPANY TO HIM

As per pra.cti.ce preva.'LL'Ln.g in the insurance sector, the insurance com.pa.n'Les deduct 'No

Claim Bonus' from the gross insurance premium amount, when no claim is made bg

the tnsured person du.r'mg the previous insurance per'Lod,(s). The customer/ insured

procures insurance policy to indemnify himself from any loss/ injury as per the terms of

the pol’ch and is not under any contractual obligation not to claim insurance claim

d.u.ri.ng any per'Lod. covered under the poli.cg, in liew of NCB.

It is, therefore, cla.r'Lf'Led, that there is no supplg provi.d.ed bl_.j the insured to the insurance

company in form of agreeing to the obli.gati.on. to refra.i.n. from. the act of Lodgi.ng

insurance claim during the previous year(s) and NCB cannot be considered as a
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consideration for any su.ppl.g provi,d.ed. bg the insured to the insurance company.

[Circular No. 186/18/2022 GST dated 27.122022]

COMPOSITE AND MIXED SUPPLY

IMCQ-NOV 20} [CASE STUDY]

Composite supply

Mixed Supply

. Compr'Lses two or more taxable

Two or more individual su.ppl.'Les of goods

su.ppl.i.es of good.s or services or

or services, or any combination thereof,

both, or any combination

made in conjunction with each other by a

thereof.

taxable person.

. Na.tu.rallg bundled and

For a si.ngle price where such su.pplg does

supplied in conjunction with

not constitute a compos'Lte supplg.

each other, in the ord'ma.rg

The individual su.ppL'Les are 'Lnd.ependent

course Of business.

of each other and are not naturallg

e One of which is a pr'LrLc'Lpal

bundled.

Supply.

TAX Rate Supplg that attracts H'Lgh.est

e Tax Rate of Pr'Ln.c'LpaL Su.pplg.

Rate of Tax.

> How to determine Natural Bundle?

The question of bundled supplg in the ord.'Ln.a.rg course of business depend_s on the normal

Practices. Here are some ways to 'Ld.entifg them.:

1 If bugers mostly expect such services to be provi.d.ed. as a package, then the package will

be treated as natural.l.g bundled.

Example: Most business conventions look for combination of hotel accommodation,

auditorium and food..

2 If most of the service providers in the 'Lruiu.strg prov'Lde a pa.cka.ge of services then it can

be considered as natu.rallg bundled.

Example: Alr transport and food. on board is a bundle offered. bg most

3. The nature of the various services in a bundle of services will also help to 'Ld_erLt'Lfg

whether the services are bundled. If there is a main service and the others are ancillarg

service then it becomes a bundled service.

Example: Five-star hotels often provide free laundry services on staying at the hotel.

IDT O

To know more +91 8459256756 1.25

[Nov 17, Nov 19, RTP Nov 19, MTP May 19]



https://www.cacselectures.com/

https://www.cacselectures.com/

Renting the room isthe primary service and l.aund.rg is arLc'Lll.arg. A person can

opt for laundrg services onlg i.f he s staying at the hotel.

‘ CLARIFICATION: FOODS & BEVERAGES IN CINEMA HALL

Issue Whether supplg of food. or beverages in cinema hall is taxable as
restaurant service
Clari.chat'LorL It is h.erebg cl.ar'Lfi.ed. that su.ppLg of food. or beverages in a clnema

hall is taxable as 'restaurant service" as long as:

The food or beverages are supplied_ bg way of or as part of a service,

and su.ppli.ed i.nd.epend.ent of the cinema exhibition service.

It is fu,rther clar'Lf'Led. that where the sale of cinema ticket and su.pplg

of food and beverages are clubbed togeth.er, and such bundled supplg

satisfies the test of composite supplg, the entire su.pplg will attract

(_:JST at the rate appl.i.cabl.e to service of exhibition of cinema, the

princt

al supply.

.‘» SALVAGE/WRECK VALUE EARMARKED IN CLAIM ASSESSMENT OF DAMAGE

CAUSED TO MOTOR VEHICLE

In case of motor vehicle insurance prov'Ld.ed. bg the insurance

compan.ies en.gaged. in prov'Ldi.rLg general. tnsurance services, such

compani.es insure the cost of repairs/damages of motor vehicles

incurred bg the pol.i.cghol.ders.

In case a claim is made bg an insurer for damage of the motor

vehicle, while settLi.rLg saild insurance claim, where the general.

tnsurance compan.i.es, as per the pre—d.eci.d.ed. terms of the insurance

contract:

i) deduct the value of salvage/wreckage of the motor vehicle as

deductibles from the claim amount pa'Ld. to the insured, the

salvage remains the property of insured and insurance companies

are not liable to discharge GST liability on the same.

i) do not deduct the value of salvage/wreckage of the motor vehicle

and pay the full amount of insurance claim, the salvage becomes

the propertg of the tnsurance company and the insurance

company will be obligated to discharge GST on supply of salvage

to the salvage bu.gers.
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‘ l APPLICABILITY OF GST IN RESPECT OF WARRANTY REPLACEMENT OF GOODS

l OR ITS PARTS AND/REPAIR SERVICES DURING WARRANTY PERIOD

As a commercial practlce, the orlglnal equipment manufacturers/

su.ppl'Lers offer warranty for the goods / services supplled. bg them to

the customers. During the warranty perlod., good.s [services are replaced

to the customers (either by manufacturer itself or by the distributor on

behalf of the manufacturer) and generally, no separate consideration

is charged. and received at the time of replacement from the customer.

Following issues have been clarified in respect of warranty

replacement of goods or its parts and/ repair services provided during

the warranty perl.od. ‘

SCENARIO 1 l ORIGINAL EQUIPMENT MANUFACTURER OFFERING
l REPLACEMENT OF GOODS OR ITS PARTS/REPAIR SERVICES

'UNDER WARRANTY TO THE CUSTOMER

\\.
. Replaces goods
Nor provides I B
repair servnces

Original Equipment Customer
Manufacturer — ]
b b . 9 e
Issue Where the original equipment manufacturer offers warranty for the

goods supplled. bg him to the customer and provldes replacement of

goods or its parts and/ or repai.r services to the customer durlng the

warranty peri.od., without separatelg charglng any consideration at

the time of such replacement/ repair services, whether GST would be

pagable on such replacement of goods or its parts or supplg of repair

services, without any consideration from the customer, as part of

warrantg?

Clarification The value of original supply of goods (provided along with warranty)

by the manufacturer to the customer includes the likely cost of

replacement of goods or its parts and / or repalr services to be incurred

d.u.ri.ng the warranty per'Lod., on which tax would have alread.g been

paid at the time of original supply of goods.
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As such, where the manufacturer provld.es replacement of parts and/or

repai.r services to the customer durlng the warranty peri.od, without

separatelg charglng any consideration at the time of such

replacement/ repair services, no further GST is chargeable on such

replacement of good.s or its parts and/ or repa'Lr service aurlng

warranty perlod..

No separate charges for such

No further GST payable
[ 4

replacement/ repair services

However, 'Lf any additional consideration is charged bg the

manufacturer from the customer, either for replacement of good.s or its

parts or for any service, then (_f,ST will be pagable on such supplg with

respect to such additional consideration.

No separate charges for such
: . . . GST will be payable
replacement/ repair services i

SCENARIO 2 l DISTRIBUTOR PROVIDES WARRANTY RELACEMENT AND/OR

l REPAIR SERVICES TO THE CUSTOMER ON BEHALF OF THE

' MANUFACTURER

u/\ - T .

N P
. Replaces goods §
Nor provides / SR
~ repair services

& ' Customer I E—

Original Equipment .
Manufacturer — —
» ;I

TAXABILITY OF THE TRANSACTION/ACTIVITIY UNDERTAKEN BETWEEN

DISTRIBUTOR AND CUSTOMER

Issue 1 Whether gST would be pagable on replacement of goods or its parts

and/ or repalr services provld.ed bg a distributor without any

consideration from the customer, as part of warranty on beh.alf of the

manufacturer?

Clarification There may be instances where a distributor of a company provides

replacement of goods or its parts and/or repa'Lr services to the customer

as part of warranty on behalf of the manufacturer and no separate

consideration is charged bg such distributor in respect of the said
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replacement and/ or repai.r services from the customer.

In such cases, as no consideration is belng charged bg the distributor

from the customer, no gST would be pagable bg the distributor on

the said activity of provldlng replacement of goods or its parts and/ or

repalr services to the customer.

N tech f h
o separate charges for suc No further GST payable

replacement/repair services

>/

However, lf any additional consideration is ch.arged. bg the distributor

from the customer, either for replacement of good.s or its parts or for

any service, then (_:JST will be pagable on such supplg with respect to

such additional consideration. Additional consideration ch.arged. for

such replacement/ repair services.

TAXABILITY OF THE TRANSACTION/ACTIVITIY UNDERTAKEN BETWEEN

DISTRIBUTOR AND MANUFACTURER

Issue 2: Whether any supply is involved between the distributor and the
manufacturer in case of replacement of GOODS OR ITS PARTS by
distributor?

Clarification: There can be 4 instances as discussed below:

In case where In such a case

Distributor replaces the goods or its gST would be pagable bg the

part(s) to the customer under distributor on the said supplg

warranty either bg uslng his stock or bg him to the manu.factu.rer.

by purchasing from a third party

and charges the consideration for the

part(s) SO replaced. from the

manufacturer, bg issuance of a tax

Lnvolce, for the said su.ppll_.j made bg

him to the manafactu.rer.

Distributor raises a requlsltlon to the | No gST Ls pagable on such

manu.factu.rer for the good.s or its replacement of goods or its

part(s) to be replaced bg him under part(s) bg the manu.factu.rer.

warranty and the manu.facturer then

provldes the said goods or its part(s)

IDT O
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to the distributor for the purpose of

such replacement to the customer as

part of warranty without separatelg

charglng any consideration at the

time of such replacement.

Distributor replaces the good.s or its

Accordlnglg, the tax li.abi.li.tg

part(s) to the customer under

may be adjusted by the

warranty out of the supplg alread.g

manufacturer subject to the

received bg him from the

condition that such

manufacturer and the manufacturer

distributor has reversed the

issues a credit note in respect of the

ITC availed against such

goods or its part(s) ) replaced subject

goods/parts.

to provisions of section 34(2).

Distributor replaces the goods or Lts

No gST is pagable on such

parts to the customer under warranty

replenlshment of good.s or the

bg using his stock and then raises a

parts.

requisition to the manufacturer for

the goods or the parts. The

manufacturer then provldes the said

goods or the parts to the distributor

through a d.el'werg challan, without

separately charging any

consideration at the time of such

replenlshment.

Issue 3:

Where the distributor provld.es repa'Lr service, in addition to

replacement of parts or otherwise, to the customer without any

consideration, as part of warranty, on behalf of the manufacturer but

charges the manufacturer for such REPAIR SERVICES either bg way

of issue of tax invoice or a debit note, whether gST would be pagable

on such act'Lv'Ltg bg the distributor?

Clarification:

In such scenario, there is a supplg of service bg the distributor and the

manufacturer is the rec'Lp'Lent of such supplg of repai,r services Ln

accordance with the provisions of section 2(93)(a) of the CGST Adt,

2017.

1.30 To know more +91 8459256756
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Hence, (_".,ST would be pagabl.e on such provision of service bg the

distributor to the manufacturer.

NS CEN EXTENDED WARRANTY

Sometimes compan.ies prov'Lde offers of Extended warranty to the

customers which can be availed (i) at the time of original supply or

(it) just before the expiry of the standard warranty period. Whether

gST would be pagabl.e in both the cases?

Clariftcat'ton a) If a customer enters into an agreement of extended warranty with

the su.pplier of the goods at the time of or'Lg'LrLal supplg, then the

consideration for such extended warranty becomes part of the

value of the composite suppl.g, the pr'mcipal su.pp[g bei.ng the

supplg of goods, and GST would be pa.ga.ble accordlnglg.

However, if the su.pplg of extended warranty is made bg a person

d.'LffererLt from the su.ppl.i.er of the goods, then supplg of extended

warranty will be treated as a separate su.ppLg from the or'Lg'Ln.a.l.

su.pplg of goods and will be taxable as su.ppl.g of services.

b) In case where a consumer enters into an agreement of extended

warranty at any time a.fter the ori.gi.nal su.ppl.g, then the same

shall be treated as a supplg of services distinct from the or'Lg'Ln.al

supplg of goods and the su.ppl'Ler of the said extended warranty

shall be liable to d.'Lscha.rge gST l'Labi.L'Ltg a.ppli.cabLe on such

supply of services.

N e—e— -

Extended I Extended warranty provided
warranty O by a person different from
will be supplier at the time o
treated as ! original supply.

D > > D 4

OF - —
Extended warrant

SE_RV_ICES () provided at any tim)t/e

distinct after the original supply.
from the

original

supply.
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i APPLICABILITY OF GST ON LOCATION CHARGES OR PREFERENTIAL
LOCATION CHARGES (PLC) COLLECTED ALONG WITH CONSIDERATION FOR
‘ SALE/TRANSFER OF RESIDENTIAL/COMMERCIAL PROPERTIES

Al.l.ow'Ln.g chotce of location of the apartment is i.ntegra.l. part of

su.ppl.g of construction services. Therefore, PLC is part of consideration

ch.arged. for suppl.g of construction services before issuance of

compl.eti.on cert'Lfi.cate.

Th.erefore, PLC pa'Ld. a.l.on.g with the consideration for the construction

services of restdential/commercial/industrial compl.ex forms part of

composite su.pplg where supplg of construction services is the main

service and PLC is natu.rallg bundled with it and are el'Lg'Lble for

same tax treatment as the main supply of construction service.

' 'ESOP/ESPP/RSU. PROVIDED BY A COMPANY TO ITS EMPLOYEES THROUGH ITS

'OVERSEAS HOLDING COMPANY

Some of the Indian companies provi.d.e the option to thetr empl.ogees

for allotment of securities/shares of their foreign. holdi.ng company as

part of the compensation package as per terms of contract of

emplogment. In such cases, on exercising the option bg the emplogees

of Indian su.bs'Ld.i.a.rg company, the securities/shares of foreign holding

company are allotted d.i.rectlg bg the hold.i.ng company to the

concerned emplogees of Indian su_bsi,d.i,a.rg company and the cost of

such securities/shares is generallg reimbursed bg the su.bs'Ld.'La.rg

company to the holding company.

In case where securities/shares of the fore'LgrL hol.di.ng company are

tran.sferred. to the emplogees of domestic subsi.d.i.arg company as

Emplogee Stock Purchase Plan (ESPP) or Emplogee Stock Option Plan
(ESOP) or Restricted Stock Unit (RSW) 51, GST is not leviable on the

compensation pa'Ld to the emplogee bg the emploger as per the terms

of emplogment contract since as seen earlier, the purchase or sale of

securities/shares, in itself, is neither a supply of goods nor a supply of
services. Moreover, the ESOP/ESPP/RSU is a part of remuneration of
the employee by the employer as per terms of employment and is

covered under Para 1 of Schedule III of the C(_:JST Act.

When reimbursement for transfer of securities/shares (which is neither

in the nature of goods nor services) is done by domestic subsidiary
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company to fore'Lgn. h.ol.d.i.ng company on cost-to-cost basts, the same

cannot be treated as 'meort of services bg the domestic su.bsid.i.a.rg

company from the foreign hold.'mg company and hence, is not liable

to gST.

If the foreign. hold.'mg company charges any additional fee, markup,

or commission from the domestic subsidiarg company for 'Lssu.'mg

ESOP/ESPP/RSU to the emplogees of the domestic su.bsi.d.iarg

company, then the same shall be considered to be in nature of

consideration for the supplg of services of facili.tati.ng/a.rrangi.ng the

transaction in securities/shares bg the fore'Lgn. h.ol.d'LrLg company to

the domestic subsidi.arg company. The gST shall be pagable bg the

domestic h.old.'LrLg company on reverse ch.a.rge basis on such import of

services from. the fore'Lgn. hol.di.ng company.

_Stud.ents Note:
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CHAPTER 2 CHARGES OF GST

= [ GLIMPSES.

> Intra-State Transfer & Inter-State Transfer:

> Liability To Pay Tax Under CGST/IGST Act:

> Reverse Charge Mechanism

> List of Specified Services Taxable Under Reverse Charge [ie. The Services Where Tax

is Payable By The Recipient] U/S 9(3) of CGST Act [In Case Of IGST U/S 5(3) Of
IGST Act]
> List of Services Taxable Under Reverse Charge, ie. The Services Where IGST Is
Payable By The Recipient
> Tax Pagable By E-Commerce Operator On Noti.f'Led Services [U/S 9(5) of CGST
Act, 2017]
> Composition Scheme Under CGST Act, 2017 [Section 10]
= | INTRA-STATE SUPPLY & INTER-STATE SUPPLY: [Nov 17, Jan 21]
Intra-State Supply U/S 8 of Inter-State Supply U/S 7 of IGST Act.
IGST Act.

1. Where the location of the | 1. Supply of goods/services when location of the
supplier and the place of supplier and the place of supply are in two
supply are in — different States/UTs.

o Same State 2. Supply of goods/services imported into the
e Same Union territory territory of India.

2. CGST and State Goods 3. Supplier located in India and the place of

& Services Tax ie. SGST/ supply is outside India.
Union Territory 4. Su,pplg to/bg SEZ developer or SEZ unit; or
Goods & Services Tax Le. 5. Supply to Foreign Tourist
UTGST shall be 6. Supply in the taxable territory, not being an
charged on an Intra-State supply & not specified anywhere.
Intra-State Supply. 7. IGST shall be charged on an Inter-State
Supply.
Example 1:
( Place of Supply = Maharashtra ]
L Place of Supplier = Gujarat Jt@
Example 2:

( Place of Supply = Punjab 1 > -I o
L Place of Suppl’ter = Chandiga.rh J
2.1
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Note: -
Although Chandigarh is located within the State of Punjab, such
supply will not be considered as Intra-State supply because Punjab is
a stateand Chandigarh is a Union Territory. Therefore, such transfer
is an Inter-State supplg as per section 7 of IgST Act, 2017.
Example 3:
Place of Su.ppl.g = Maharashtra CGSTv )
Place of Suppl.i.er = Maharashtra +
SgST Maharashtra State v
\_ J
Example 4:
r : 4 N
Place of Supplg = Ch.a.n.d.Lgarh. CGSTv
Place of Supplier = Chandigarh > -
UTGST v
J
Example 5:
( Place of Su.pplg = Delhi ] ( CGSTv )
Place of Supplier = Delhi J e +
SGST of Delhi v
Note: -

State includes a Union Territory with Individual Leg'lea.tu,re. Delhi, Pu,d.ucherrg

& Jammu & Kashmir have their own individual leg'leatu,re and hence covered

under State gST Law.

= [ UNION TERRITORY OF INDIA

"Unton Terr'Ltorg” means the terr'Ltorg of—

a) The Andaman and Nicobar Island

b) Lakshadweep

c) Dadra & Nagar Haveli and Daman & Diu

d) Ladakh

e) Chandiga.rh

f) Other territory

_ | Students Note:
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Note:

State includes a Union Territory with Individual legislature, It means Delhi,

Puducherry & Jammu & Kashmir (have their own individual legislature) Covered

under state gST law.

Example 6:
o Place of Supply = Jammu & Kashmir IrLtra—State: CGST
o Location of Supplier = Jammu & Kashmir Transfer +
SgST of Jammu & Kashmir
Example 7:
« Place of Supply = Jammu & Kashmir |Inter-State R IGST
o Location of Supplier = Ladakh Transfer

= | LIABILITY TO PAY TAX UNDER CGST/ IGST ACT:

Liability to pay tax
- /} —~
Forward charge Reverse charge E-Commerce operator
[ Taxable person making ) ( Recipient of Supply ) Electronic Commerce
Su.pp[g will be liable . will be liable | Operator will be liable

Students Note:
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>

REVERSE CHARGE MECHANISM

Reverse c/zarge mechanism

N —

L

N

[S_peci.fled. categories o]_‘ good.s or\

Section 5(3) of IGST Act, 9(3) of CGST Act

services or both received from

P —

unregistered person NN 13/2017 NN 4/2017
LL/S 5(4) of IGST Act, U/S 9(4) | | Specified Services (discussed [Specified Goods]
of CGST Act under next heading)
\ 4 S [ \

.
Under this provlslon., tax

1. Cashew Nuts

under reverse charge is

2. Bidi Wrapper

pagable bg the NOTIFIED

3. Tobacco Leaves

class of reglstered persons

4. Silk yarn

on NOTIFIED categorles

4A. Raw Cotton su.pﬂlled bg agrlcu.lturlst to any reglstered.

of supplies of goods and/or

persorL.

services received bg such

5. Su.pplg of Lottery bg Sg/U.T/LA to Lottery Distributor or

reglstered persons from any

Sell'mg Agent

unreglstered suppli.er

6. *Used Vehicles, Seized and Conflsca.ted. good.s, old and

Example:

used good.s, waste and scrap

A developer pu.rch.a.sed

*Conditions for Reverse Cha.rge are as follows:

cement from unreglstered

a) If the su,ppller is GOvemmen.t/Local Au.thorltg.

person [If developer

b) Su,pplg is of used vehicles, seized & corlflscated.

cha.rged GST on sale of

good.s, old and used goods, waste & scrap.

flats @1% 7 5%]

¢ good_s Recipient & Any Person.

d) Import of speclfled actionable claim of online

money gami.ng

Students Note:
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LIST OF SPECIFIED SERVICES TAXABLE UNDER REVERSE CHARGE [ie. THE

SERVICES WHERE TAX IS PAYABLE BY THE RECIPIENT] U/S 9(3) OF CGST ACT

[In case of IGST U/S 5(3) OF IGST ACT]

S. Nos. 1: Services provided by GTA to specified person {MCO-Nov 20}

Supplier GTA
— — E—
Recipient is: Recipient is any other person Recipient is:

] (a.) Departrlnent/ h ( Exempt ] ( Specified person: )
establishment of LRefer Entry 21AJ 1) Any factory registered under Factories Act,
CGQ/SG/UT 1948.

Or 2) Any society regi.stered under the Societies
b) Local Authority Registration Act, 1860.
Or 3) Any co-operative society established bg or

c) Government agencies

under taken bg or under any law.

(which has taken

4) Any person reg'Lstered_ under GST Act, 2017

registration only for

5) Any casual taxable person located in the

the purpose of

taxable Terr'Ltorg.

deducting tax u/s 51

6) Any pa.rtnersh'Lp firm whether registered. or

and not for making

not under any law i.ncl.ud.ing AOP.

a taxable supply). 7) Body corporate established under any law.
&
/_L\ RCM
/ Exempt \ v

\ (Refer entry 21B) /

Further, nothing contained in this entry shall apply

where, -

1) the su.ppLLer has taken registration under the CGST Act,

* CG > Central Government

2017 and exercised the opti.on. to pay tax on the services

Sg -> State govemment

of gTA in relation to transport of good.s suppl.'Led bl_,]

UT - Unton Terr'Ltorg

him under forwa.rd charge; and

2) the suppl.i.er has issued a tax invoice to the recipient

charg'mg CgST at the appl'tca.ble rates and has made

the prescri.bed. declaration on such invoice issued bg

IDT X Ta
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S. Nos. 2 & 3: Legal Services

Legal services provided by Arbitral tribunal/ Advocate

A

s

N

SN. 2. Suppller is

SN. 2: Suppller is senior Advocate

o Partnership firm of Advocates {NOV 20}

SN. 3: Suppl.i.er is Arbitral tribunal

o Individual Advocate [Except senior Advocate]

A A
4 — B X ¥ ~N 2
Recipient is Recipient is an Advocate Recipient is any person ( Rec'Lp'Lent Ls ]
Govt/ LA Or other than Business entity L Business entity J
. GE/ GA )L Firm of Advocate ) \_ J ]
N~ /[ L )
il ~" Aggregate Turnover of preced.l.ng an.a.n.cw.L
Exempt ( Exempt 1 year of recipient is as make it eLLngle for

( )
L Refer Entry 45 J

L Refer Entry 45 J

\_

exempti.on from C_.]ST registration.

J

v

!

Yes

No

!

!

Exempt (Refer Entry 45)

Taxable under RCM

\

| [ v
( Recipient is Govt/ LA/} Recipient is an advocate or firm of Advocate ( Recipient is any person ]
L GE/ GA J l l other than Business Entity J

!

Aggregate Turnover of precedin.g

N

'

( Exempt ]

f'manci.al year of recipient is as make

( Exempt ]

LRefer Entry 45J

it eLLgi.ble for exemption from C_.]ST

L Refer Entry 45 J

reg'Lstra.t'Lo n.

!

!

Ues

No

:

:

( Exempt 1(Taxable u.nder)

LRefer Entry 45J L RCM J

* GE > Government Entity

GA > Government Authority

LA = Local Authori.tg

2.6 To know more + 91 8459256756
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Students Note:

> S. Nos. 4: Services provided by way of Sponsorship to any body Corporate/Partnership Firm

Sponsorship services

— — —
-
—
K RCM
Supplier
[Any person]

Recipien.t

[Body corporate or partnership firm] located in TT

> | Services provided by Govt/Local authority/Union Territory Admin

| : |
Services | Ministry of || Services in | | Transportation of || Renting of || Other
Provided by || Railway || Relation || Goods & | Immovable || Services
Postal (Indian to Alrcraft Passengers property
Depa.rtr.nent | Railway) [ or Vessels ) 1 ’ A ,
{_A_\ Taxable Recipient | | Other
| Postcard | Other Taxable || (FCM) Is BE Person
| Inland Letter Services (FCM) (Subject ! ¥
| Book Post N v to Entry | | Gross | | Exempt
Ordinary Taxable Tax FCM 15 to 21B) Amount (Entry
| Post- LFCM) [ (Subject to Up to Rs. | 6/8)
: (Envelope %exemptions) [ Exempt B 50_00
Weight (Entry 9) <gi
Less than v
] 10gms) Is Recipient Registered Person
. [ : |
Exempt Ues No [
(Entry 24C) ’ \ BE | | Other than BE

v
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BE — Business Ent'Ltg Exempt

\ 4

!

ATO at Preced'mg FLJ of BE < Threshold Limit for registration

A

v Yes No |
Exempt (Entry 7) Gross Amount Charged For Services <5000 |
A
[ Ues | No
Exempt (Entrg 9) Taxable (RCM)

PROVISIONS OF REVERSE CHARGE MECHANISM (RCM) NOTIFICATION EXTENDED

TO THE COURTS AND TRIBUNALS ALSO

. Noti.fi.ed. services suppl.'Led. bg Central govemmen.t, State govemments, Parliament and

State Legi.sl.a.tures, Court & Tribunal, gST will be paid bg the recipient.

e Taxable services su.ppli.ed. bg Court & Tribunal such as renting of premises to

telecommunication compani.es for installation of towers, ren.t'mg of chamber to lawgers,

etc.

> S Nos. 5AA: Renting of Residential dwelling

Services by way of Renting of Residential dwellin “ :

Supplier [Any person] RCM Recipient [Regsitered person under GST]

4} S. Nos. 5AB Supply of services: Services by way of renting of any immovable property other than

residential dwelling.

Supplt'en An.y unre_q[.s'tered person

Rea'pienb An_l/ re_q[stered person

> S Nos. 5B: Transfer of development rights or floor space index (including additional FSI)

A = i IR
‘?‘ E 9
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—

Supplier RCM Recipient
[Any person] [Promoter]
> S Nos. 5C: Long term lease of land (30 years or more) —
0 f Long term. lease of land (30 years or more) for h =
g construction of a project by a promoter *
\_ J
( Consideration in the form of upfront amount

Su.ppli.er like Premium, Salami, etc. & perLoch rent. Prom.oter
\. J
[Any person] l
RCM
Analysis of S. Nos. 5B & 5C
ﬁ Eg. Consideration 10 Cr. 4
oot I
K o Transfer of d.evelopment rights or
Any Person e Floor space Index or [ Promotor or
o Long term lease of land (30 Year or Developer or
more) against consideration in the Butlder
form: of upfront amount (called Vk g
Prem.iu.m/sa'La.m'L etc) /
Constructed Flats are Sold
A
% B I
( Before issuance of com.plet'Lon ] (After issuance of CC & covered.)
L certificate & tax is paid on them J L under Schedule III J
\ 4 \ 4
Consideration 210 Cr. will be exempt Constderation 10 Cr. will
be Taxable under RCM
.

Refer Entry Nos. 1A & 41B of Exemption

Notification of CgST Act, 2017

> S Nos. 6,7 & & Services supplied by directors, Insurance agent & Recovery agent

S.N. Category of supply of GST Supplier of Recipient of service

Services (liable for payment of Tax)

IDT 9§ To know more + 91 8459256756 2.9
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6 | Services supplied by a Director of | A director of a | The company or a body corporate
a company/body corporate to the |company or a | located in the taxable territory as
sald compang/bodg corporate. bodg corporate | per Sec 2(11) of Companies Act, 2013,
Do you Know?

Services supplied by director of a company in his personal capacity

e Services supplied by a director of a company or body corporate to the company or
body corporate in his private or personal capacity such as services supplied by way of
renting of immovable property to the company or body corporate are not taxable
under RCM.

 Only those services supplied by director of company or body corporate, which are
supplied by him as or in the capacity of director of that company or body corporate
shall be taxable under RCM in the hands of the company or bodg corporate (but
Subject to other entries of RCM)

7 | Services supplied by an Insurance |An insurance |Any person carrying on insurance
agent to any person carrying on. | agent business, located in the taxable
insurance business. territory

8 | Services supplied by a Recovery A recovery A banking company or a financial
agent to a banking company or | agent institution or a non-banking

a f'Lrw.nc'Lal tnstitution or a non-

fi.rw.nc'La.L company, located in the

banking fma.nc'w.l company.

taxable terr'Ltorg.

S. Nos. 9: Services by a Music composer, P/loto_qrap/zer & Artist

>
S.N. Category of supply of GST Supplier of Recipient of service
Services (lable for payment of Tax)
9 Suppl.g of services bg Music composer, Music Music company, producer
photographer, artist or the like bl_.j way of composer, or the like, located in the
transfer or permitting the use or enjoyment photogra.pher, taxable territory.

of a copgri.gh.t covered under section 13(1)(a)

artist, or the

of the Copgrigh.t Act, 1957 relating to

like

or'Lg'Ln.a.l. dramatic, musical or artistic works

S. Nos. 9A: Supply of Services by Author

Su.ppl'Ler > Author

Permitting the use of}, enjoyment of a copyright

Recipient - Publisher in Taxable Territory

7 —

2.10
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Opt'LorL I

Opt'Lon II

|

\

Publisher is liable for

( Author can be liable )

payment of tax under RCM

for payment of tax If:

'

7

i.  Author has taken Reglstrati.on under (_:,ST Act

it.. Filed a declaration in the Form at Annexure I to the C_]ST

Comm.issioner

LLL.

He shall not withdraw the option within a per'Lod. of 1 l:]ear

S. Nos: 10 & 11 [NOV 20}

5. N.| Category of supply of GST Supplier of services Recipient of service
(Liable for payment of Tax)
10 Suppl.g of services bg the Members of Overseeing Reserve Bank of India (RBI)
members of Overseeing Committee constituted by
Committee to Reserve Bank of |the Reserve Bank of
India (RBI) India (RBI)
11| Services supplied by individual | Individual Direct Selling | Bank or NBFCs
Direct SeLL'LrLg Agents (DSAs) Agents (DSAs) other than
other than a bodg corporate, a bodg corporate,
partnership or Limited partnership or LLP firm
L'La.b'Ll'Ltg Pa.rtnership (LLP)
firm to bank or non-banking
financial company (NBFCs).
S Nos. 12 & 13:
S N. Category of supply of GST Supplier of services Recipient of service
(Liable for payment of Tax)
12 | Services prov'Ld.ed bl_,] Bustness Bustness fa.c'Ll.i.ta.tor A ba.nki.ng company, located
facilitator to a banking company in. the taxable territory
[Effective from O1/01/2019]

Business Facilitator

Bank'mg Compang

IDT X
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Supplier Recipient
S. N. Category of supptg of GsT Su.ppl'Ler of Services Recipient of Services
13 | Services prov'Ld.ed. bg an agent of | An agent of A business correspondent,
business correspondent to business | business located in the taxable
correspondent. Correspondent territory.

[Effective from O1/01/2019]

4 | —————

§.§

Agent of Business Correspondent

Business Correspondent (Tmn

Supplier Recipient
SN os. 14: Security Services [NOV 20}
SN Category of supply of GST Supplier [ Recipient
14 | Security Services (services prov'td.ed. bg way of su.pplg of security Any A
personnel) prov'Ld.ed_ to a reg'Lstered_ person., person reg'Lstered.
However, nothing contained in this entry shall apply to: other person,
(L) than a | located in
a) Department or Establishment ﬁthe Central Government bod_g the
or State government or Unton TerrLtorg; or corporate taxable
Local a.u.thor'Ltg; or territory.
b) governmentat agencies; which has taken registration
under the CGST Act only for the purpose of deducting
tax under section 51 of the said Act and not for making
a taxable su.pplg of good.s or services; or
(it) A reg'Lstered. person paying tax under composition scheme.
[Effective from. 01/01/2019]
Example:
Case Supplier Recipient Impact
1 Mr. A (URP) Mr. B (RP) RCM
2 Mr. A (RP) M. B (URP) FCM
3 Mr. A (URF) M. B (URP) No Tax
4 Mr. A (RF) Mr. B (RP under CS) FCM
5 Mr. A (RP) M. B (RP) RCM
6. Mr. A (RP) Registered only for FCM
Deducting TDS
2.12 To know more + 91 8459256756 IDT AR
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RP — Registered Person

URP — Unregistered Person

CS — Composition Scheme

S. Nos. 15: Renting of motor vehicles {Nov 20}

>
5. N.| Category of supply of GST Supplier of services Recipient of service
(Liable for payment of Tax)
15 | Services Provided Any person other than a Any Body Corporate

By way of renting of any Bodg Corporate, Who Located in the taxable

motor vehicle d.es'Lgned. to suppl'Les the service to a territory.

carry passengers where the Bodg Corporate and does

cost of fuel. is included in the | not issue an invoice

consideration charged from

charg'mg GST @12% (CgST

the service rec'Lp'LerLt

@6% + SGST/UTGST @6%)

Toa Bodg Corporate

to the service rec'Lp'Len.t

Person liable to pay tax under renting of motor vehicle services

A
£ N

Where GST is payable @5% Where GST is payable @12%

o —N =
Suppl’Ler is other than Bodg Supplier is Body Corporate ‘
Corporate l — | Forward Charge
y - —" N
Recipient is a Body Corporate Recipient is other than Body Corporate
| > Reverse Charge

The circular c[ar[/led that there is a clear distinction between the two services which is as

under:

A. The two services fall under two d.'LffererLt headings in the Ta.r'Lff.

B. (i) Services of renting of motor vehicles designed to carry passengers covers:

. rent'mg of motor vehicle

. for transport of passengers

. for a peri.od. of time

e where the renter d.ef'LrLes how and when the vehicles will be opera.ted., d.eterm.i.ni.ng

IDT 9§ To know more + 91 8459256756 2.13
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schedules, routes and other operat'LorLa.L considerations.

(L) ‘Pa.ssen.ger transport services' covers passenger transport services over pre—d.eterm.i.n.ed,

routes on pre—d.etermi.ned. schedules.

Accordinglg, it is cLar'Lf'Led. that where the bodg corporate hires the motor vehicle (for transport

of emplogees etc) for a per'Lod. of time, dur'mg which the motor vehicle shall be at the

dLsposal of the bodg corporate, the service would fa.ll under 'services of renting of motor

vehicles designed to carry passengers' and the bodg corporate shall be liable to pay C_.jST on

the same under RCM. [Circular No. 177/09/2022 GST dated 03.082022]

An.al.gsis of SN. 15

S. No. Particulars CGST SGST IGST | Impact
1. Mr. X' (RP) provide services bg way of, 25% 25% 5% RCM
Renting of any other motor vehicle
dengned_ to carry passengers to Bodg
Corporate [ITC Not allowed except ITC
of Input Services in Same link of
Business]
2. Mr. X' (RP) provide services bg way of, 6% 6% 12% FCM
Renting of any motor vehicle d.es'LgrLed
to carry passengers [Full ITC allowed]
3. Mr. X' (URP) prov'Ld.e services bg way of, | No gST No GST No gST RCM
Renting of any motor vehicle des'Lgn.ed. & No & No & No
to carry passengers to Bod.g Corpora.te Tax Tax Tax
Invoice | Invoice | Involce

S. Nos. 16: Lendin_q of securities

5. N.| Category of su,ppl.g Su.ppl.i.er of services Recipient of service
of GST (Liable for payment of Tax)
16 | Services of lending [ Lender Le. a person who deposits | Borrower Le. a person who

of securities under

the securities reg'Lstered. in his

borrows the securities under

Securities Lend.i.n.g

name or in the name Of a.n.g

the Scheme through an

Scheme, 1997

other person d.u.[g authorized on

approved 'Ln.termed,i.a.rg of

("Scheme") of SEBI

his behalf with an approved.

SEBL

as amended.

'Ln.termed,'La.rg for the purpose of

lend'mg under the scheme of SEBL

2.14
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=> | LIST OF SERVICES TAXABLE UNDER REVERSE CHARGE, ie. THE SERVICES

WHERE IGST IS PAUABLE BY THE RECIPIENT

S.N.| Category of supply of GST Supplier of services Recipient of service
(Liable for payment of Tax)
1 [ Any service supplied by Any person located in | Any person located in the
any person who is located a non-taxable territory |taxable territory other than
in a non-taxable territory (NTT) non-taxable online recipient

to any person other than

non-taxable online recipient.

Reci.pi.ertt F Non-Taxable Online RechLent; FCM

N

Recipien.t P Other than Non-Taxable Online Recipient P RCM

Supplier (NTT)

Section 2(16): Non-taxable Online Recipient

"Non-taxable online recipient” means any unreg[stered person receiving online [nform.at[on

and database access or retrieval services located in taxable territory.

Explanation: For the purposes of this clause any person registered u/s 24(vi) of CGST Act

shall be treated as unregistered person for the purpose of said clause.

Section 2(17) online information and database access or retrieval services

*online 'Lnforma.tion and database access or retrieval services" means services whose d.el'werg

is mediated bg 'Lnforma.t'Lon technologg over the internet or an electronic network and the

nature of which renders their su.pplg fe;snrtmﬂy—antwnu-ttdvmmz‘mgmnm{

and includes electronic services such as, —

i) advertising on the internet;

it) providing cloud services;

iit) provi.si.on of e-books, movie, music, softwa.re and other 'Ln.ta.ngi.bl.es through

telecommunication networks or internet;

iv) provi.d'mg data or i,nforma.ti.on, retrievable or otherwise, to any person in electronic

form. through. a computer network;

v) online su.ppl'Les of d_'Lg'Ltal content (movtes, television shows, music and the like);

i) d.'Lg'Lta.l data storage; and

IDT 9§ To know more + 91 8459256756 2.15
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viiJonline gaming;
Supplies of goods taxable under reverse charqge, ie supply of the goods where tax is payable by
The recipient
S. N. | Tariff item, sub- [ Description of supply of | Supplier of goods Recipient of supply
heading, hea.d.in.g
or Chapter
1 | 0801 Cashew nuts, not Agriculturist Any registered
shelled or peeled person
2 |1404 9010 Bidi wrapper Leaves Agriculturist Any registered
(tenduw) person.
3 | 2401 Tobacco leaves Agriculturist Any registered
person
3A. 330124 OO0, Following essential oils [ Any unregistered Any registered
3301 25 10, other than those of person person
3301 25 20, citrus fruit namely;: -
3301 25 30, a) Of pepperm.int
3301 25 40, (Mentha p'Lper'Lta)
3301 25 90 b) Of other mints:
Spearmint oil (ex-
mentha spicata),
Water mint-oil (ex-
mentha aquat'tc),
Horsemint oil (ex-
mentha sglvestr'Les),
Bergament oil (ex-
mentha citrate),
Mentha arvensis
4. 5004 to 5006 |[Silk yarn Any person who Any registered
manufactures silk person
yarn from raw silk
or silk worm. cocoons
for supply of silk
yarn
4A | 5201 Raw cotton Agriculturist Any registered
person.
2.16 To know more + 91 8459256756 IDT AR
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5 |- Supply of Lottery State Government, Lottery distributor
Union Territory or or selling agent.
any local authority | Explanation- For

the purposes of this
entry, Lottery
distributor or
selling agent has
the same meaning
as assigned to it in
clause (c) of Rule 2
of the Lotteries
(Regulation) Rules,
2010, made under
the provisions of
section 11(1) of the
Lotteries
(Regulation) Act,
1998.
6 |Any Chapter Used seized vehicles, Central Government | Any registered
and confiscated goods, |excluding Ministry | person
old and used goods, of RaiLwags (Indian
waste and scrap Railwags), State
Government, Union
territory or a local authority
7 | Any Chapter Priority Sector Lending | Any registered person | Any registered
Certificate person
= | TAX PAUABLE BY E-COMMERCE OPERATOR ON NOTIFIED SERVICES
[L/S 9(5) OF CGST ACT, 2017] {Nov 18}
Services supplied through ECO are notified for this purpose
Services supplied through ECO are notified for this purpose |[MTP Dec 2]
—_ — —~
(a) Transportation of passengers by (b) Accommodation for lodging or residential purpose
a radio-taxi, motor car, maxi in hotels, inn, guest house etc;
cab and motor cycle, ommibusor | () Housekeeping such as Plumbing, Carpentering etc.
any other motor vehicle

2.17
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/_/R

l ( If Supplier ts liable for ) If SuppL'Ler is not liable for

ECO is liable for the 1 Registration U/S 22 of CGST Act Registration U/S 22 of CGST Act

payment of Tax

\ 4 v

(Supplier is liable for the] ( ECO is liable for the 1

L payment of Tax J L payment of Tax J

(d) Zomato, Sw[ggy etc. | Applicable in exams, if it is in supplementary issued by ICAT

() Restaurant Services by E-Commerce

On September 17, it was decided at the (_f,ood.s and Services Tax Council meeting

that e-commerce operators be made liable to pay tax on services prov'Ld.ed. through

them namelg transport of passen.gers, bg any type of motor vehicles- restaurant

services provided, with some exceptions. This will become effective January 1, 2022,

said a statement issued bg the Finance M'Ln'Lstrg a.fter the gST Council meet'mg.

e NN 17/2021 wherein E-commerce pLa.tforms ("ECO") Zomato, Swiggy are

liable to pay tax on the restaurant services effective Ist January, 2022

The L'Labilitg to pay taxes on the non- restaurant services as per this

directive still lies with the restaurants themselves.

e Further Circular No. 167/23/2021—gST dated 17112021 issued for

clarif'Lcat'LorL regarding modalities of compL'La.n.ce to the gST laws in respect

of supplg of restaurant service through. ECO.

e ECO is now made liable to pay gST on "restaurant services” provid.ed.

throu.gh the e-Commerce platform.

o This cha.n.ge is not a.ppl'Lcable for restaurant services provided. from a

premise with declared of Rs. 7500/~ or above per dag.

« Swiggy, Zomato qu.a.lif'tes etc is qu.a.l.'Lfg as an "e-commerce operator” under

Section 2(45) of ta.r'Lff CgST Act, 2017.

(2) What is Restaurant Services?

As per NN1/2017 - CTR, "Restaurant service means su.ppl.l_,], bg way of or as part of

any service, of good.s, bei,ng food. or any other article for human con.su.mpti,on or

any drink provi,d.ed. bg a restaurant, eating joint i.nclud.in.g mess, canteen, whether

for consu.mpt'Lon on or away from the prem'Lses where such food, or any other article

for human consu.mpti.on or drink is supplled". A restaurant is a pla.ce which is in

the business of prepar'mg and serv'mg food in the prem'Lses

or as takeawag.
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An illustration under this category is provided below:

a) Restaurants located in a premise where declared tariff is not exceeding Rs.

7500 per dag and providing restaurant services.

b) Food and beverage sold as a part of restaurant services and which qu.al'Lfi.es

as restaurant services.

¢) Cloud kitchens providing restaurant services etc.

d) Stand-alone restaurants which are not ice cream parlors or bakeries.

As per NN. 17/2021, Zomato, Swiggy shall be respon.s'LbLe for ch.a.rg'LrLg, coLLect'LrLg and

paying gST @ 5% on suppl.g of "restaurant services” made bg such restaurant thru

the ECO platform.. For Restaurant with No gSﬂN, ECO will be responsible for

ch.a.rg'LrLg, col.lect'Ln.g, paying gST @5% on total order value.

Section. 9(5) The Government may, on the recommendations of the Council, by

not'Lf'Lcat'LorL, spec'Lfg categories of services the tax on intra-State su.ppl'Les of which

shall be pa'Ld. bg the electronic commerce operator Lf such services are su.ppL'Led.

through it, and all the provisions of this Act shall a.ppLg to such electronic commerce

operator as Lf he is the su.ppL'Ler liable for paying the tax in relation to the supplg of

such services.

NN._17/2021

supplg of restaurant service other than the services su,ppl'Led. bg restaurant,

eating joints etc. located at specified premises.

spec'Lfi.ed premi.ses means prem'Lses prov'Ld.'LrLg hotel accommodation service

h.a.v'mg declared tar'Lff of any unit of accommodation above seven thousand

Taj Hotel five hundred rupees per unit per day or eguivalent.
P A Restaurant B
v v
Restaurant + Accommodation Only Restaurant

i J

\ DT » Rs. 7500 L Liability to pay tax on ECO on Restaurant services

\ / Uges

i Liability to pay tax on original supplier

If ECO is located outside India

If the ECO is located in taxable territory

No ‘ —Pi Person liable to pay tax is the ECO

IDT 9§ To know more + 91 8459256756 2.19
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If the ECO does not have physical presence

( \

Person liable to pay tax ts the person

in the taxable territory

\, J

representing the ECO

Nol

If the ECO has neither the phgchaL Person liable to pay tax is the person
presence nor any representative in the |™= | appointed by the ECO for the purpose of
taxable territory paying the tax

COMPOSITION SCHEME UNDER CGST ACT, 2017 [SECTION 10(1)(2) & 10Q2A)]

[May 18 Nov 18, RTP Nov 19, Nov 19] {RTP. MCQ, CASE STUDL, Nov 20} [RTP Nov 20, MTP Dec 2{]

Compos'Lt'LorL scheme & concessional rate scheme Ma_t/ 23

Basis

Composition Scheme u/s 10(1) & 10(2)

Concessional Rate Scheme

(Presumptive Scheme) (Sec 10(2A)

1. Opti.on.a.l scheme

It is an opt'Lon.al scheme

It is an opt'Lon.al scheme

2. El'Lg'Lble Person

» Manufacturer [other than notified Goods]

> Exclu,s'welg enga.ged. in

3. Flg Ash Bricks,

Notified Goods: W (Key~ PITAB)

Earthen Roof'mg

supplg'mg services other

() Ice cream and other edible ice, whether

tiles

than restaurant services.

or not conta.i.ning cocoa.
(it) Pan Masala

> Ang person who is not

(lit) Tobacco and manu.factured_ tobacco

el.'Lg'Lble for composition

substitutes
(v) Aerated Water

scheme.

(v) Flg ash bricks/blocks, bu.ilding bricks,

(Except Manu.factu.rer of

bricks of fossil, earthen/roofing tiles, etc.

Noti.fl.ed goods)

> Trader

> Service Provider [only supplier making

supplies under Schedule II > para. 6->

Clause 6(b) [Restaurant service]

4. Aggrega'ga

Appl.i.ca.ble to reg'Lstered. person, whose

Aggregate Turnover tn

Turnover (ATO)

aggregate turnover tn preced.'m.g Year ts not

preced.i.ng Year is not

for Eligibility

exceeding 2 15 crore or 2 75 Lacs [in special

exceed.i.ng 250 Lacs

category states]

Subject to
Amendment

issued by ICAI

Special Category State [Key -STNAM3 UK]
Sikkim Tripura Nagaland | Arunachal
Pradesh
Manipur | Meghalaya | Mizoram | Uttarakhand

The registere perosn supp/y[ng goods within

the state t/zrou_q/z E commerice operator to

2.20
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opt for the composition scheme praw'ded the

aqgqreqate turnover in the preced[ng

financial year does not exceed ¥ 50 lakhs

5. Tax Rate Registered | CGST SGST » CGST > 3% of ATO

person is a > SgCT > 3% of ATO

Manufacturer | 05% of ATO O5% Of ATO

Trader 0.5% of 0.5% of Taxable

Taxable supply | supply

Restaurant | 59 of ATO 25% of ATO

6.1s compos'Lti.orL Composit'ton scheme taxpayers permLtted to render services
scheme holder other than restaurant services upto a spec'Lf'Led limit:
el'Lg'Lble for This spec'Lf'Led. value is not exceed.'mg:

ma.ki.n.g su.ppl.g a) 10% of the turnover (Exclu.di.ng interest on loan advance

of service [other & d.epos'Lt) in a State/Union territory in the preced.'Ln.g
than restaurant ftnancia.l Year; or
service] b) 5 lakh, [Whichever is higher]
Aggregate Turnover
1. Aggregate Inclusions Exclusions
Turnover Value of all outward supplies ie. - » CGST
» Taxable supplies » SGST
» Exempt supplies » UTGST
» Exports » IGST
» Inter-State supplies » Cess
of persons having same PAN to be » Value of inward supplies

computed on all India basis on which tax is pagable

under reverse charge.

1) Interest income on loan, advance and deposit to be excluded while

Note: - comput'mg a.ggrega.te turnover.

8. Who cannot opt a) A service prov'Ld_er (except Restaurant Services and a Reg'Lstered person

for Composition whose Value of Service < 10% of the Turnover in a state/UT in
Scheme u/s 10 & preced'mg FU ORz5 Lakh, whichever is H'Lgh.er) (This point is on.lg
10(2A) appli.ca.ble for composition Scheme u/s 10)

b) Person ma.k'mg non-taxable SLLPPU.CS (Alcohol, Petrol and Su.ppL'Les

under Schedule III)

¢) Person ma.k'mg Inter-State supptg of goods/services.
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d) Heis engaged. in mak'LrLg any su.ppl.g of inter-state supplg of goods or

services th.rough an ECO who is requ.i.red. to collect tax at source u/s 52.

e) Manufacturer of noti.fi.ed. goods.

f) Non-resident Taxable Person or Casual Taxable Person

g) Reglstered persons d.ea.l'mg with specified actionable claims, which have

been d.i.st'LrLctlg d_efi.ned_, will not be el'Lg'Lble for the composition levg
under section 10 of the CGST Act.
0. Somethi.ng To 1) The option availed bg a reg'Lstered. person u/s 10 shall l.a.pse with effect

Know from the day on which aggregate T/O during Financial year exceeds
Limits specified. [Same in U/S 10(2A)]

2) Composition scheme to be adopted. un.'Lforml.g by all the regi.stered.
persons having the same PAN. [Same in u/s 10(2A)]

3) A taxable person who is covered u/s 10 & 10(2A)

shall neither collect any tax from the recipient on supplles made bl_.]

him nor shall he be entitled to any credit of input tax.

4) There is no restriction on Composition Su,ppl'ter to procure good.s or

received services from. Inter-State Suppl'Ler.
5) A taxable person [u/s 10 & 10(2A)] shall mention the words

“Composi.ti.on. Taxable Person”. On sign board d.'Lspl.a.ged. at prominent

place at his Pr'LrLc'Lpa.l place of Business and Additional pla.ce of

Bustness.

6) A taxable person shall pay Tax under RCM on inward supplg of
goods or services u/s 9(3)/ 9(4). [Same in u/s 10Q2A)]
4;';;',‘}' 7) He shall mention the words "composition taxable person, not eli.gi.ble

to collect tax on su.ppli,es" at the top of the bill of su.pplg issued by

him

 ONLINE MONEY GAMING

Government empowered to not'Lfg goods for whom proviso to section 5(1) is not appl'tca.ble for
Levg and collection of IGST and in whose case, IGST shall be levied and collected in the

manner spec'Lf'Led in section 5(1) onlg [Proviso to section 5(1) amended]

With effect from 01102023, su.pplg of online money gaming has been rLot'Lf'Led_ for the said
purpose vide Notification No. 03/2023 IT dated 29.09.2023. This implies that import of

specified actionable claim of online money gaming will be taxed under IGST as import of

good.s without ap ol'Lca.bi.l.i.tg of customs d.u.tg.

” To know more + 91 8459256756 IDT 9§X
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1 Moneg

Import of goods Game

No Customs d.utg But IgST will be applica.ble

]

FCM
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CHAPTER 3 PLACE OF SUPPLY

> | GLIMPSES

> Place of Supply of Goods other Than Import and Export [Section 10]

> Place of Supply of Goods Imported Into or Exported From India [Section 1]

> Place of Suppl.g of Services Where Location of Suppl.ier and Recipient Is In India

[Section 12]

> Place of Suppl.g of Services Where Location of Su.ppL'Ler or Recipient is Outside India

[Section 13]

> Some Cla.r'Lf'Lcat'Lon Issued By ICAI

> Clar'Lf'Lca.t'Lon Regard.'mg Determination of Place of Supptg in Certain Cases

> Clar'Lf'Lca.t'LorL Regardin.g Determination of Place of Supplg in Case of Software/d_esign

Services

> Related To Electronics Semi-Conductor and Design. Manufacturing (ESDM) Ind.ustrl_.].

=> | INTRODUCTION

The basic principle of gST is that it should effect'welg tax the consumption of such

supplles at the destination thereof or as the case may at the poi.nt of consu.mption. The place of

supplg provisions determine the place Le, taxable jurisdiction where the tax should reach. The

pl.a.ce of supplg and the location of the su.ppL'Ler are the two determinants to ascertain the

nature of suppl.g Le, whether a suppl.g is tntra-State or inter-State. In other words, these two

factors are required to determine whether a supply is subject to SGST/UTGST plus CGST in a

given State/Union Territory or else would attract IC_:,ST 'Lf it is an inter-State sup Lg.

=> | LOCATION OF RECIPIENT OF SERVICES/SUPPLIER OF SERVICES

7] Place of business for which ) Location of such
) I registration is obtained place of bustness
g / Supply received at (
::: f | Fixed establishment Location of such
-g elsewhere | fixed establishment
&)
3‘; More than one establishment, Location of establishment
-§ \ whetr|.1er.placel Of PuSineSS or || most directly concerned
..§ [Xed establisnment with the receipt of supply
S

\ In absence of such

places

Usual pla,ce of restdence of the rec'Lp'Lent
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Place of business for which Location of such
[ registration is obtained ; place of business
Supply made from (
‘ Fixed establishment Location of such
—— ;
elsewhere foed establishment

More than one Location of

establishment, whether | | establishment most

Location of supplier of services

place of business or fixed directly concerned
establishment with the provision of
In absence of such supply

places —

Usual pla.ce of residence of the suppL'Ler

PLACE OF SUPPLY OF GOODS OTHER THAN IMPORT AND EXPORT [SECTION 10]

[RTP-Nov 18 & Nov 19, May 18, May 19]

Sec. No. Nature of Supply Place of Supply
10()(a) | Where the supply involves the movement of goods, Location of the goods at the
whether by the supplier or the recipient or by any time at which, the movement
other person. of goods terminates for delivery
to the recipient.
10(1)(b) | Where the goods are delivered to the recipient, or any | The principal place of business
[MTP | person on the direction of the third person by way of | of such third person.
Dec 21] | transfer of title or otherwise, it shall be deemed that
the third person has received the goods.
10(1)(c) | Where there is no movement of goods either by Location of such goods at the
supplier orirec'Lp'LerLt. time of delivery of the recipient.
10(1)(ca) | Place of supply of goods (B to C) purchased own the [ Where the POS is
counter in one state and thereafter, transport the address of location as
good.s to another state (genera.LLg, the state where he || the Yes | P€f address of
resides) unregis.tered. [==>| unregistered
person is person
recorded in recorded in
the invoice the invoice

T~

POS is location of the

Suppl’ter
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10()(d) [ Where goods are assembled or installed at site. The place where the goods are
assembled or installed.
10(1)te) | Where the goods are supplied on-board a The place where such goods are
Dan 21 | conveyance like a vessel, aircraft, train or motor taken on-board a conveyance.
vehicle [RTP-May 21]
10(2) | Where the place of supply of goods cannot be It shall be determined in such
determined in terms of the above provisions. manner as may be prescribed.

= | PLACE OF SUPPLY OF GOODS IMPORTED INTO OR EXPORTED FROM INDIA

[SECTION 1] /R7P-Nov 19, Jan 2] RTP-May 21

Sec. No. Nature of Supply Place of Supply
1(a) Import Location of Importer
1(b) Export Location outside India

=> | PLACE OF SUPPLY OF SERVICES WHERE LOCATION OF SUPPLIER AND

RECIPIENT IS IN INDIA [SECTION 12]

(@) In respect of the following 12 categories of services, the place of supply is determined

with reference to a proxy, rest of the services are qoverned by default provision.

SEC 12(3): IMMOVABLE PROPERTY

A
[ | ! _ |
7/ A f B. ‘_' C \_( D. \_
Architects, Interior, | Lodging | Accommodation | | Any B
Designer, Engineers, Accommodation by for organizing service
Surveyors, Right to |1 way of Hotel, inn, | Marriage, [ | Andllary [
use immovable 1 Guest Houses, | Reception, Official, || to ABG& [
property. 1 Home stay, H  Social, Cultural, | C -
Construction | including a house [ Religious or
related work. /7 boat or any other || business functions,
vessel. etc.
\\ : A //
In India Outside India
A
[ | ¥
Immovable Property or Immovable Property or Boat or Vessel Immovable Property or
Boat or Vessel located in located in more than ONE STATE 5 Boat or Vessel located
one state 1 in outside India. | 3
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vessel is located or

\

intended to be located.
N

1 [ 2 \ 3
l N\ N
/ _' Determine in terms Absence of
PO§-> Location where of the contract or Arrangement or POS-> Location of
the immovable agreement. Contract the recipient.
property or boat or Yy,

Y

!

POS->Location to be in each of the

state in proportion to the values for

POS-> On reasonable basis

as may be prescribed**

service collected or determined

Prescribed Manner**

Sr.

Tgpe of service Ln relation to immovable

Factor which determines

No.

propertg

the proport'Lona.te value

of services

(a)

Service provided bg way of lod.g'mg

Number of nig hts

accommodation bg hotel, inn, guest

staged in such property

house etc. and its ancillary services (other

than the cases where such property is a

or more contiguous States/UT or both)

s'Lngle property located in 2

(b)

All other services provi.d.ed tn relation to

Area of the immovable

immovable property 'anlu.d.i.ng

property lying in each

e Services bg way of accommodation in

State/ UT

any immovable property for organizing

any marriage or recept'Lon etc.

Su.pplg of accommodation bg a hotel,

'er,gu.est house, club or ca.mps'Lte, bg

whatever name called where such

property is a s'mgle property located in

2 or more cont'Lgu.ou.s States or/and

UT Services a.n.ci.ll.a.rg to services

mentioned above

(c)

Services bg way of lodgi.ng

Time spent bg the boat

accommodation bg a house boat or vessel

or vessel in each such

and its ancillarg services

State/UT, to be

determined on the basis

34
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of declaration made bg

the service prov'Ld.er

12(4) Certain performance based services

Nature of supply | Restaurants and catering services, personal grooming, fitness, beauty
treatment and health service including cosmetic & plastic surgery.
Place of supply | Location where the services are actually performed
12(5) Training and performance appraisal service [RTP Dec 21]
Nature of supply | Training and performance appraisal
Place of supply | > B2B: Location of such registered person
> B2C: Location where the services are actually performed
12(6) Admission to an event [Jan 21]
Nature of supply | Admission to an event or amusement park, Le. sporting event, educational
event, fair, exhibition, amusement etc.
Place of supply | Place where the event is actually held or where the park or the other place

is located

12(7) Organising of event & ancillarg services to organization of event &

assigning of sponsorship to such event

[May 18 Nov 18 RTP-Nov 18 RTP-May 19, MTP Dec 2]

Nature of supply

OrgaanatLon of an event and sponsorsh.'Lp services

Place of supply

- B2B: Location of such reg'Lstered. person.

> B2C: Location where the event is actuallg held (If the event is held

outside India > Location of the rec'Lp'LerLt)

Event held in more than one State Determinable in terms
and consolidated amount ch.arged. - of contract or agreement
v
s N 7 : ™
Absence of contract or arrangement > the POS - location to be in
value is determined in accordance with , each States in proportion
rule 5 bg the application of generall.g to the value for services
accepted. accounting pr'mcipl.es determined
\_ . \ Y.
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12(8) Transportation of goods 'anlu.d.'Lng malil or courier [Jan 21, RTP-May 21]

Nature of supply

Tra.nsporta.tion of goods, 'antuding mails or courler

Place of supply

> B2B: Location of such regi.stered. person.

> B2C: Location at which such good.s are handed over for thetr

transportation.

Subject to
Amendment

SR ST .

issued by
ICAI

iz therephace-of-supphy s cestieation of-goods-te-outside Frd

12(9) Transportation of passengers

Nature of supply | Passenger Transportation
Place of supply | > B2B: Location of such registered person.
> B2C: Location where the passenger embarks on the conveyance for a
continuous journey
12(10) Services on board conveyance [Jan 21]
Nature of supply | Services on board conveyance
Place of supply | Location of the first scheduled point of departure of that conveyance for
the journey.
12(11) Telecommunication services, cable & DTH, etc. [Jan 21]
Nature Of SuPPllj Telecommunication services, Data Transfer broadcasting, Cable, DTH Services
Place of su.ppl.g > Services 'anotvi,ng f'Lxed. line, circuits, dish etc. > Location of such fixed.

Equipment

> Mobile/Internet post—pa.'Ld. services: Location of b'Ll.L'Lng address of the

Recip'Lent

>Service provi.d.ed. throu.gh. a sel.l'Lng Agent/Resel.ler: Address of the selling

Agent/ Reseller.

> Sale of pre—pald voucher: Location where such vouchers are sale

> Other Cases: Address of the rech'Lent in records

[Jan 2, RTP-May 21]

12(12) Ba.nk'tng and other f'Lna.nc'La.L services 'anl.ud.'Lng stock broker

Nature of su,ppl.g Banking and other financial services
Place of su.pplg > Location of the recipient of services on the records of the su.ppL'Ler
> If the location of the recipient of services is not available: Location of
3.6 To know more +91 8459256756 IDT X
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the SuppL'Ler

12(13) Insurance services

Nature of supply

Insurance Services

Place of supply

> B2B: Location of such registered person.

> B2C: Address on Records

12(14) Advertisement Services to the Government [R7TP-May 20]

Nature of supply

Advertisement Services to the govemment

Place of supply

> Each of States/Union Territory where the advertisement is

broadcasted/ displaged./ run.

> In case of mu,l.ti.ple States > as per prescribed manner.

Prescribed Manner

S. | Type of Factor which determines the proportionate value
No. | Advertisement of service attributable to the dissemination in
each state/union territory

1 | Advertisements in | Amount payable for publishing an
newspapers and advertisement in all the editions of a newspaper
publications or publication, which are published in each

State/Union territory.

2 | Advertisements Amount payable for the distribution of a specific
through printed number of such material in each State/Union
material like territory.
pamphlets,
leaflets, diaries,
calendars, T-
shirts, etc.

3 | Advertisements in | Amount payable for the hoardings located in
hoardings (other each State/Union territory.
than those on
trains)

4 | Advertisements on | Length of the railway track in each
trains State/Union Territory, for that train.

5 | Advertisements on [ Amount payable for the advertisements on bills

the back of utility

perta.'Ln.'LrLg to consumers hav'LrLg bi.l.l.i,n,g

bills of oil and

addresses in each State/Union territorg.

IDT U
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gas compan.'Les, etc.

6 | Advertisements on

Number of Railwa.g Stations in each

ra.i.Lwa.g tickets

State/Union terr'Ltorg.

7 | Advertisements on

Amount pagable to such radio station, which

radio stations

bg virtue of its name is part of each

State/Union terr'Ltorg.

8 | Advertisement on

Number of viewers of such channel in each

television

State/Union Territory.

channels

VLewersh'Lp can be ascertained from the channel

viewersh'Lp f'Lgu.res pu.blished. bg the Broadcast

Audience Research Council. Figures for the last

week. of a given quarter will be used for

calculating v'Lewersh'Lp for the su.cceed.'LrLg quarter.

Where the channel v'Lewersh'Lp f'Lgu.res relate to a

reg'Lon. compri.si.n.g of more than one State/Union

territory, the viewership figu_res for a State/Union

territory of that region, will be calculated in ratio

of the popu.la.t'LorLs of that State/Union territory,

as determined in the latest Census.

9 | Advertisements in

Amount pagable to a citnema hall or screens in

cinema halls

a mul.ti,plex in each State/Union terr'Ltorg.

10 | Advertisements

In case of advertisements over internet, the

on internet

advertisement service shall be deemed to have

been prov'Lded. all over India. Thus, the value of

such service will be apport'LorLed. amongst all

States and UTs, of India in the manner

prescribed therein.

Manner Prescribed.:

Number of internet subscribers in each State/

Union Terr'Ltorl_.j

Internet subscribers can be ascertained from the

internet subscriber figures published by the

Telecom Regulatory Authority of India (TRAI).

Figures for the last quarter of a given financial

year will be used for ca.lculat'mg the number of

3.8
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internet subscribers for the succeeding financial

gea_r.

Where the internet subscriber f'Lgu.res relate to a

reg'Lon compris'mg of more than one State/Union

territorg, the subscriber figures for a State/Union

territory of that region shall be calculated in the

ratio of the popu.lations of that State/Union

territory, as determined in the latest census.

11

Advertisements

Number of telecom subscribers in each

throu.gh SMS

State/Union Terri.torg

Telecom subscribers in a telecom circle can be

ascertained from the telecom subscribers fi.gu.res

pu.bL'Lshed. bg the TRAL Figures for a given

quarter will be used for ca.lculating the

subscribers for the su,cceed.'mg quarter.

Where such ngures relate to a telecom circle

compr'Ls'Lng of more than one State/Union

territory, the subscriber figures for that

State/Union territory shall be calculated in the

ratio of the popu.l.at'LorLs of that State/Union

terri.torg, as determined in the latest census.

(IT) For the rest of the services other than those spec'Lf'Led. above, the d_efa.ult provision has

been prescribed as under:

Defa.u.[t rule for services other than 12 spec'Lf'Led. services

Description of Supply Place of Supply
12(2) | Any services not > B2B: Location of registered person
[an 21] | covered u/s 12(3) to > B2C:

12(14)

e Where the address of record exists: Location of the recipient

o Other Cases: Location of the supplier of services

PLACE OF SUPPLY OF SERVICES WHERE LOCATION OF SUPPLIER OR

RECIPIENT IS OUTSIDE [SECTION 13]

(I)

In respect of the following categories of services, the pla.ce of su.pplg is determined with

referen.ce to a proxy, rest of the services are govern.ed. bg defa.ult provision.

IDT U
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Section No.

Nature of supply

Place of supply

13(3): Performance

o Services su.pplied. Ln respect of good_s

Location where the services are

Based services

which are requ'Lred. to be made

actual.lg performed.

[Nov 20]

phgsicall.g available

o Services su.ppli.ed. Ln. respect of good.s

Location where the goods are

but from a remote location bg way

situated at the time of suppl.g of

Of electronic means

services

e In case of goods that are

[Refer section 13(2)]

temporarilg i.mported_ into India

for repai.rs and re—exported. after

repairs before be'mg used in India.

e Services which require the ph.gs'tcal

Location where the services are

presence of the recipient or the

actuallg performed.

person acting on his beh.a.lf with

the suppller of services

13(4): Place of supply

Services su.ppl'Led_ di.rectlg in relation

Place where the immovable

for immovable

to an immovable property

property is located or intended to

Property /May 18

be located

Jan 2] RTP-May 2]

13(5): Admission to

Admission to or organ'Lsat'LorL of an

Place where the event is a.ctu,allg

or organi.sat'LorL

Event

held

of event inclu-

d.'mg the services

ancillary to

admission

SEC. 13(6) & 13(7): PERFORMANCE BASED / IMMOVABLE PROPERTY/ EVENT BASED

SERVICES PROVIDED AT MULTIPLE LOCATIONS

N\u.l.ti.pl.e locations none

N\u.Ltiple locations where

Multiple States/UT'S

of which in the taxable

atleast one is in taxable

territory territory Ascertainable Not
! l from the ascertainable
POS-> location outside terms of from the terms
India contract of contract
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POS-> location in the

taxable territory

B

A 4

le_[

Eash state in

Otlrter

proporti.on. to

reasonable

value prov'Ld.ed_

basis as may

be prescr'Lbed.

Note:

As per section 13(7) of the IGST Act, if such services are supplied in more than one State/

UT, the place of supply of such services is taken as being in each such State/ UT and the

value of such supplies is determined in terms of the contract or agreement entered into

in this regard. In the absence of a such contract or agreement, the value is determined

in accordance with rule 7 in the following manner:

Sr. No. Cases Manner of computing the
proportionate value of service
(L) Services supplted_ on the same Equallg d_'Lv'Ld_'Lng the value of

goods

service in each of the States/ UT

where the service is performed.

(it) Services supplied on different

Con.s'Ld.er'LrLg the ratio of the invoice

goods value of goods in each States/ UT,
on which service is performed, as the
ratio of the value of the service
performed in each State/UT
(L) Services supplied to individuals Applg'mg generaltg accepted

account'mg pr'LrLc'Lples

State and where the location of su.ppl.'ter or the recipient is outside India new rule 8 of the

IGST Rules

As per section 13(7) of the IGST Adt, the pla.ce of su.pplg of services su.ppl'Led,, in relation

to an immovable property, in more than one State/ UT is taken as bei.ng in each such

State/UT and the value of such su.ppli.es is determined in terms of the contract or

agreement entered into in this rega.rd.. Rule 8 of the IgST Rules l.a.gs down that in the

absence of any such contract or agreement, the value is determined bl_,] applging the

provisions of rule 4 of the said rules, mutatis, mutandis.

IDT U
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SEC 13(8): OTHER SPECIFIED SERVICES

Service _prov'Lded. blj

In.termed.iarg services sec

Service consisting of means

banking company/

2(3) of IGST Act 2017

of h'Lr'mg of means of

fLrw.ncLal institution/

transport upto a per'Lod. of

non—ba.nk'mg f'manc'w.l

Eg. Recoverg agent,

commission agent, travel

one month ('LrLcLu.d.i.rLg

company to account

gach.ts but excl.ud.ing

agent, tour operator

holders

y

atrcrafts and vessels)

<

POS = Location of Su.ppli.ers

N

13(9) Frarsportatiore

I Subject to Amendment issued by ICAI

Fransportatior-of goods,other than

Phace of destireation of sach-goods

of goods

| i -

Note Transportation of goods including

Mail & Courier => (Refer Sec 13(2)
13(10): Passenger transportation. Place where the passengers
Transportation embarks on the conveyance for a

of passenger

continuous journey.

13(11) Services

Services provided. on-board a

First scheduled point on d.epa.rture

provided on-board

co rwega.nce.

of that conveyance for the journey.

a corwega.n.ce.

13(12): Online

Online 'Lnforma.t'Lon and database

Location of recipient of service.

'Lnformat'LorL

access or retrieval services.

and database

Eg. (a) Ad.vert'ts'mg on the internet

access or

(b) Provid.'mg cloud services

retrieval services

(c) Provision of e-books, movte,

mustc, software and other

'Lnta.ngi.bles via internet

(d) Providing data or

i,nforma.ti.on, retrievable or

otherwise, to any person,

in electronic form through a

computer network

(e) Online supplies of digital

3.12
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content (movies etc)

(f) Digital data storage

(g) Online gaming

Note: - recipient deemed to be in taxable territory if atleast two of the

following conditions are satisfied:

e Location of the address presented bg recipient of service via internet

is in taxable territorg

. Debit/cred.it/arig other card for settlement of payment has been

issued in the taxable territory

. Bil.l.irig Address of recipient of service is in the taxable territory

o IP address of the device used bg the recipient is in the taxable

territorg

e Bank of recipient in which the account used for payment is

maintained in the taxable territory

o Country code of SIM card used bg the recipient is of taxable

territorg

e Location of fixed. landline through which service is received bg the

recipient is tn taxable territorg

13(2) Residual method

(IT)  For the rest of the services other than those specified above, a default provision has

been prescribed as under section 13(2):

Defauit Rule for the cross-border su.ppig of services other than nine specified. services

Sr. No. | Description of Supply Place of Supply
13(2) Any services which > Location of the recipient of service
specified. is not cover > Location of the su.ppiier of service, (if location of recipient
under Sec. 13(3) to 13(12) is not available in the ordir\.arg course of business.)

14A Special provision for taxability of supply of online money gaming by a person

located outside the taxable territory to a person in India

Online Morieg gaming

S=NTT R = TT e Sec. 14A

i) Supplier shall obtain a single registration under the simplified registration scheme [Rule

8(1) & Rule 14 of CGST Rule 2017]

i) Any person located in the taxable territory representing such su.ppiier for any purpose in the
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taxable territory shall get reg'Lstered. and pay the 'Ln.tegra.ted. tax on beh.alf of the suppli.er.

i) If such su.ppli.er does not have a phgsicat presence or does not have a representative for any

purpose in the taxable terr'Ltorg, he shall a.ppoi.nt a person in the taxable terr'Ltorg for the

purpose of paying 'Lntegrated tax and such person shall be liable for payment of such tax.

SOME CLARIFICATION ISSUED By ICAI

B PLACE OF SUPPLY OF RESEARCH AND DEVELOPMENT SERVICES RELATEDTO

PLACE OF SUPPLY OF RESEARCH AND DEVELOPMENT SERVICES RELATED TO

 PHARMACEUTICAL SECTION

When su.pplied. bg a person located in taxable territory to a person located in the

non-taxable territory, have been not'Lf'Led as the services for which the pla.ce of effective

use and enjoyment of a service.

Nature of Supply
¥

!

v

Integrated

d_'Lscoverg and

development

!

Il

Integrated ]
development J

7

!

Evaluation of the
efficiency of new
chemical/biological
entries in animal

model of disease

N

\.

Evaluation of
b'Lolocha.l activity of
novel chemical/

bLolochal entities in

tn-vitro assays

V,

! + + !
Dru.g metabolism Safetg Stabi.l.i.tlJ B'Lo-equ.'walence Clintcal )
and Assessment/ Studies and trials
pharmacokinetics Toxicology Bioavailability — T
. o , Bio analytical
of new chemical Studies
. studies
entttLes \

Place of supply— Location of the Recipient of services, subject to fulfilment of the following

1) Supply of services as per the Contract between Service Provider (TT) and service

Recipient (NTT)

2) Such supply of services fulfilment all other Conditions in the definition of Export

Issue:

services (Exce

N SERVICES PROVIDED Bl PORTS:

pt the condition that Place of Supply is outside India)

Various services are be'Ln.g provided bg the port authorities to its clients in

relation to cargo h.andli.ng. Some of such services are in respect of arrival of

wagons at port, ha.u.lage of wagons inside port area up-to place of unloading,

3.14
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si.d.'Ln.g of wagons Inside the port, un.l.oadi.ng of wagons movement.

Clar[ﬁcat[on: Such services are anci.llarg to or related to cargo handl'mg services are not

related to immovable property. Accordinglg, the place of supplg of such services

will be determined as per the provisions contained in section 12(2) or section

13(2) of the IGST Adt, as the case may be, depending upon the terms of the

contract between.

N SERVICES RENDERED ON GOODS (UNPOLISHED DIAMONDS) TEMPORARIL

| IMPORTED IN INDIA [N X I s

Issue What would be the place of supplg tn case of su.pplg of various services on

u.npoli.shed. Diamonds such as cutting and poL'Lsh'Lng activity which have

been temporarllg 'meorted. into India and are not put to use in India?

Clart'ﬁcat[on: In case of cutting and pol.i.sh.'LrLg activity on un.pol.'Lsh.ed. diamonds which are

temporari.l.g i.mported. into India are not put to any use in India, the place of

supply would be determined as per the provisions contains in section 13(2) of

the IGST Act.
sl DETERMINATION OF PLACE OF SUPPLY IN O4$E OF SOFTWARE/ DESIGN SERVICES

‘ RELATED TO ELECTRONICS SEMI-CONDUCTOR AND DESIGN MANUFACTURING
(ESDM) INDUSTRY

The place of supply of software/design by supplier located in taxable territory

reci.pi.en.t located in non-taxable terr'Ltorg bg u.si.ng sample prototype

hardware/test kits in a compos'Lte supplg, where such test'Ln.g in an a.n.ci[la.rg

su.pplg, is the location of the service recipient as per section 13(2) of the I(_:,ST

Act, do not applg separatelg for determining the pla.ce of su.pplg for a.n.cilla.rg

supply in such cases.

. ‘ MAINTENANCE, REPAIRS & OVERHAUL SERVICES IN RESPECT OF AIRCRAFT

[SECTION'13(13) OF IGST ACT]
Location of Supplier> TT Location of Recipient & NTT

Suppl.g of maintenance, repairs & Overhaul services in respect of

. Ai.rcra.ft

. Ai.rcra.ft Engines

o Other Aircraft Components or Part.

}

POS-> Location of Recipient

[Section 13(13) of IGST Act, 2017]

IDT 9 To know more +91 8459256756 3.15


https://www.cacselectures.com/

https://www.cacselectures.com/

N PLACE OF SUPPLY OF B2B MRO SERVICES IN CASE OF SHIPPING INDUSTR{/ SHALL

' BE THE LOCATION OF THE RECIPIENT
Section 13 of the IGST Act determines the place of su.pplg of services where

location of su.ppl'Ler or location of rec'Lp'Lent is outside India.

The pla.ce of suppl.g of maintenance, repair or overhaul service in respect of

shi.ps and other vessels, or parts thereof as fol.l.ows.

The pla.ce of suppl.g Ln. respect of B2B su.pplg of maintenance, repair or

overhaul service (Hereinafter referred to as MRO services) in respect of ships

and other vessels, their engines and other components or parts suppl.i.ed. toa

person for use in the course or furtherance of business shall be the location of

the rec'Lp'Lent of service. Bg virtue of this not'Lf'Lca.t'Lon, i.f an Indian shipping

company has received MRO service in respect of sh'Lp/vessel from a foreign

supplier, pl.a.ce of supplg of such service is in india (Location of recipient bei,ng

in India) and said service would qualLfg as an import of service. Resu.l.ta.ntlg,

GST is payable under reverse charge on these services.

Note: - In the absence of such notification, the place of supplg of such MRO
service provided by a foreign supplier to an Indian shipping company would
have been the location where the services are actually performed, determined
in terms of section 13(3)(a) of the IGST Act. Accordingly, the place of supply of
such would have been outside India and thus, they would not have qualified

as import of services, thus, not been liable to gST.

There may be a case wherein there is supplg (sale) of space or

su.pplg (sale) of r'Lghts to use the space on the hoard'mg/ structure

(ilmmovable propertg) belong'mg to vendor to the client/advert'tsing

company for di.spla.g of their advertisement on the said hoard'mg/

structure. What will be the place of su.pplg of services provid,ed bg

the vendor to the advertisi.ng company in such case?

Clarification:

The hoarding/structure erected on the land should be considered as

itmmovable structure or f'thu.re as it has been embedded in earth.

Further, pla.ce of supplg of any service provi.ded. bg way of suppl.g

(sale) of space on an immovable property or grant of rights to use
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an immovable property shall be govern.ed bg the provisions of

section 12(3)(a) of IGST Act.

Issue 2:

There may be another case where the ad,vert'Ls'LrLg company wants

to displag its advertisement on hoard_'mgs/ bill boards at a spec'Lf'Lc

location ava'Ll'mg the services of a vendor. The responsib'Ll'Ltg of

arranging the hoardings/ bill boards lies with the vendor who

may h'LmseLf own such structure or may be taki.n.g it on rent or

r'Lghts to use basts from another person. The vendor is responsible

for d.'Lsplag of the advertisement of the advertisement company at

the said location. During this entire time of d.i.spl.ag of the

advertisement, the vendor is in possession of the hoa.rd.'Ln.g/stru.ctu.re

at the said location on which advertisement is d.'Lspla.ged. and the

ad.vert'Ls'Lng company is not occupg'mg the space or the structure. In

this case, what will be the place of supplg of such services provided

bg the vendor to the ad.vert'Ls'mg company?

Cla.r'Lf'Lca.t'Lon:

In this case, as the service is be'mg prov'Ld.ed. bg the vendor to the

a.d.vert'Ls'Lng company and there is no su.ppl.l_.] (sale) of spa.ce/ supplg

(sale) of rights to use the space on hoarding/structure (immovable

propertg) bg the vendor to the ad.vert'Ls'Ln.g company for d.'LspLag of

their advertisement on the said d.ispla.g board/structure, the said

service does not amount to sale of a.d.vert'Ls'LrLg space or su.pplg bg

way of grant of r'Lghts to use immovable property. Therefore, such

services prov'Ld.ed. bg the Vendor to a.d.verti.s'LrLg company are pu.relg

tn the nature of advertisement services in respect of which Place of

PLACE OF.SUPPLY

Issue 1:

Supply shall be determined in terms of Section 12(2) of IGST Act.
IN CASE OF SUPPLY OF THE "CO-LOCATION SERVICES”

whether su.pplg of co-location services are rent'mg of immovable

property service (as it tnvolves renting of space for keeping/storing

ubject ’)
A ent

companys hardware/servers) and hence the place of su.pplg of such

issued by
ICAI

services is to be determined in terms of provision of clause (a) of sub-

section (3) of Section 12 of the IGST Act which is the location where

the immovable property is located; or ii. whether the place of supply

of such services is to be determined by the default place of supply

provision under sub-section (2) of section 12 of the IGST Act as the

supply of service is Hosting and Information Technology (IT)
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Infrastru.cture Prov'Ls'Lon'Lng services 'Ln.vol.vi.n.g prov'Ldi.ng services of

host'mg the servers and related hardware, secu.r'Ltg of the said

hardware, air cond.'Lt'Lon'mg, u.n'mterru.pted, power su.pplg, fi.re

protection. system, network connectivity, backu.p faci.[i.tg, f'Lrewall

services, 24 hrs. monitoring and surveillance service for ensuring

continuous operations of the servers and related hardware, etc.

Issue 2:

whether the place of su.pplg of such services is to be determined bg the

default place of supply provision under sub-section (2) of section 12 of

the IgST Act as the suppl.g of service is Hosting and Inform.a.ti.on.

Technology (IT) Infrastructure Provisioning services involving

provi.d.'Ln.g services of h.ost'mg the servers and related hardware,

security of the said hardware, air cond.i.tion.in.g, u.n.'Ln.terru.pted power

su.pplg, f'Lre protection system, network connectivity, backup fa.c'Ll.i.tg,

f'Lrewa.Ll services, 24 hrs. monitoring and surveillance service for

ensuring continuous operations of the servers and related hardware,

etc.

Cla.r'Lf'Lca.t'Lon

) Itis cLa.r'LfLed. that the Co-location services are in the nature of

"Hosting and information technology (IT) infrastructure

provisioning services” (SNo. 3 of Exp[a.rw,torg notes of SAC-

998315). Such services do not appear to be limited to the passive

act'Lv'Ltg of ma.k'mg immovable property available to a customer

as the arrangement of the supplg of colocation services not on.lg

tnvolves prov'Ld.'Ln.g of a phgsical space for server/network

hardware along with air cond'Lt'LorL'LrLg, security service, fire

protect'LorL system. and power su.ppLg but it also involves the

supplg of various services bg the suppli.er related to host'mg and

'Lnformat'Lon techn.ologg 'LrLfra.structu.re services like network

connectivity, backu.p facility, firewa.U. services, and monitoring

and surveillance service for en.su.r'Ln.g continuous opera.t'Lon.s of

the servers and related hardware, etc. which are essential for the

rec'Lp'LerLt business/compang to interact with the system through

a web-based 'Lnterface rela.t'mg to the host'mg and operat'LorL of

the servers.

2) In such cases, su.pplg of colocation services cannot be considered

as the services of su.pplg of renting of immovable property.

3.18

To know more +91 8459256756 IDT X



https://www.cacselectures.com/

https://www.cacselectures.com/

Therefore, the place of supply of the colocation services shall not

be determined bg the provisions of clause (a) of sub-section (3) of

Section 12 of the IgST Act but the same shall be determined bg

the defau.lt place of su.pplg provision under sub-section (2) of

Section 12 of the IC_.]ST Act Le. location of recipient of co-location

service.

3) However, in cases where the agreement between the su.ppl'Ler and

the recipient is restricted to provi.d.'tn.g ph.gs'Lca.l space on rent

a.Lon.g with basic 'Lnfrastructu.re, without components of Hosti.ng

and Information Technology (IT) Infrastructure Provisioning

services and the further responsi.bil.i.tg of upkeep, running,

monitoring and surveillance, etc. of the servers and related

hardware is of recipient of services onlg, then the said su.ppl.g of

services shall be considered as the supplg of the service of renting

of immovable property. Accordinglg, the place of supplg of these

services shall be determined bg the provisions of clause (a) of

sub-section (3) of Section 12 of the IGST Act which is the

location where the tmmovable property is located.

‘ PLACE OF SUPPLY OF THE GOODS (PARTICULARLY BEING SUPPLIED THROUGH
E- COMMERCE PLATFORM) TO UNREGISTERED PERSONS WHERE BILLING

‘ADDRESS IS DIFFERENT FROM THE ADDRESS OF DELIVERY OF GOODS

Issue:

Mr. A (unregLstered person) located in X State places an order on an

e-commerce pla,tform for su.pplg ofa mobile phone, which is to be

delivered at an address located in | State. Mr. A, while pla.ci.ng the

order on the e-commerce pla.tform, provi,d.es the b'LlL'Ln.g address

located in X State. In such a scenario, what would be the pl.a.ce of

supply of the said supply of mobile phone, whether the State

pertaining to the bill'mg address ie. State X or the State pertaining to

the d,el'werg address Le. State g?

Cl.ari.fi.cati.on

As per the provisions of section 10(1)(ca) discussed above, the pla.ce of

su.pplg of goods shall be the address of del'werg of goods recorded on

the tnvoice Le. State yin the present case where the d.el.'werg address

ts located.

Also, in such cases 'Lerolv'Ln.g su.ppl.g of goods to an u.n.registered,

person, where the billing address and delivery address are different,
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the supplier may record the delivery address as the address of the

rec'Lp'LerLt on the invoice for the purpose of determination of place of

supply of the said supply of goods.

'PLACE OF SUPPLY IN CASE OF SUPPLY OF SERVICE OF TRANSPORTATION OF
'GOODS, INCLUDING THROUGH MAIL AND COURIER WHERE EITHER

‘ SUPPLIER/RECIPIENT IS OUTSIDE INDIA

As seen earlier in this ch.a.pter, there is no speci.fi.c provision for

d.eterm'min.g the pl.a.ce of su.ppl.g of service of transportation of goods,

'anl.u.d.'Ln.g through mail and courier in cases where location of

su.ppli.er of services or location of recipient of services Ls outside India.

Thus, the pla.ce of su,pplg of sald services will be determined bg the

d.efa.ult rule under section 13(2). Accordi.nglg, in cases where the

location of recipient of services is avatlable, the place of supplg of

such services shall be the location of rec'Lp'Lent of services and Ln cases

where location of rec'Lp'Lent of services s not available in the ord.'ma.rg

course of business, the pla.ce of supplg shall be the location of su.pplier

of services.

+ ‘ CLARIFICATION ON PLACE OF SUPPLY OF CUSTODIAL SERVICES PROVIDED BY

‘ BANKS TO FOREIGN PORTFOLIO INVESTORS (FPIS)

Banks enter into custodial agreements with the FPIs for the provi,si.on

of the custodial services. The main a,ct'Lv'Ltg carried out bg banks as a

custodian is ma'mta.i,n'mg the account of the securities held bg the

FPIs. Custodial services to FPIs involve keeping their investments sa.fe

and ha.ndl'mg transactions, like bu.gi,ng and selli,ng stocks. This

makes it easier for FPIs to invest in another country without

worrg'mg about the regu.latorg requ.'trements.

It is important to note that section 13(8)(a) covers a situation where

services are su.ppl'Led bg banking company or a flnancial institution

ora non—banking company to account holders. However, custodial

services are not considered to be covered under the services provided bg

bank to account holders, but have been considered to be covered

under the services which are not provided. to account holder.

Thus, the custodial services provided by banks or financial

institutions to FPIs are not to be treated as services provi.d.ed. to
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‘account holder. Th.erefore, the said services are not covered under

section 13(8) (a) and the place of supplg of custodial services will not

be determined under section 13(8)(a). Therefore, the place of su.pplg of

such services Ls to be determined under the defau.lt PI’OVi.Si.OI’I. Le,

¥l

'PLACE OF SUPPL

section 13(2).
OF ADVERTISING SERVICES PROVIDED TO FOREIGN CLIENTS

A forei.gn company or fi.rm hires an adverti.si.n.g compa.n.g/a.gencg in

India for advertisement of its good.s or services and may enter into a

compreh.erLs'Lve agreement with the a.d.vert'Ls'LrLg compa.n.g/agencg

encompass'mg all the issues related to ad_vertising services rang'mg

from media plarm'mg, tnvestment plarm'mg for the same, creating

and designing content, strategizing for maximum customer reach,

the 'Ld.ent'Lf'Lca.t'Lon of media owners, dea.L'mg with media owners,

procuring media space, etc. for d.'Lsplaging/broadcasting/pr'LrLt'LrLg of

advertisement anluding mon'Ltor'LrLg of the progress of the same. In

short, the ad.verti.si.ng agency prov'Ld.es a one-stop solution to the

client who outsources the entire activity to the agency.

In this scenario, media owners raise invoice to the a.d.vert'Ls'LrLg agency

for Lnventory costs, which are then pa.'Ld. bg the ad.vert'tsing agency.

Su,bsequentlg, the a.d.vert'Ls'Ln.g agency raises Lnvoice to the fore'LgrL

client for the rendered a,d.vert'Ls'LrLg services and receives the payments

in fore'LgrL excha.nge from the fore'Lgn client.

Issues invoice
Megia owner . Advertising agency
for media space o

In this regard, follow'mg has been cLari.fLed:

Issue 1: Whether the advert'Ls'LrLg company can be considered as an
“'Lntermed'La.rg“ between the fore'LgrL client and the media owners as
Cla.r'Lf'Lca.ti.orL The a.d.verti.sin.g agency, in this case, enters into two agreements:

i) With the client located outside India for prov'Ld.'LrLg a one stop

solution start'mg from d.es'LgrL'LrLg the advertisement to its d.i.splal_.]

in the media as a.greed to with the client. The a.d.verti.si.ng
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company raises invoice to its forei.gn. client for the above

advertis'mg services and the payments of the same s received

from the foreign client in fore'LgrL exchange.

it) With the media company to procure media space for displag of.

the advertisement and to monitor ca.mpaign progress based on

data shared bg the media company, The media company bills

the a.d_verti.si.ng agency and the payment for same s made bg

the a.d.verti.si.n.g agency to the media company

Thus, the agreement, in the instant case, is in the nature of two

distinct pri.nc'Lpal.—to—pri.rLci.pa.L su.ppli.es and no agreement of suppl.g

of services exists between the media company and the fore'LgrL client.

Thus, the a.d.vert'Ls'LrLg company is not acting as an agent but is

provi.d.'tn.g the services to the client on its own account.

In view of above, it is cla.rifi.ed that in the present scenario, the

a.d.vert'Ls'Lng company does not fu.lfil the criteria of "'Lntermedia.rg"

under section 2(13).

Issue 2:

Whether the representa.t'we of Ereign client in India or the target

audience of the advertisement in India can be considered as the

"recipient” of the services be'LrLg su.ppL'Led. bg the advert'Ls'Ln.g company

under section 2(23) of the CgST Act, 20177

Cla.r'tfi.ca.ti.on

As per section 2(93) (a) of the CgST Act, the "recipient” of the services

means the person who s liable to pay consideration where a

consideration is pagable for the su.ppl.g of goods or services or both.

In the instant scenario, the foreign client is liable to pay the

consideration to ad.verti.si.ng company for the supplg of a.d.vert'Ls'Lng

and not the consumers or the target audience that watches the

advertisement in India.

Further, even i.f a representat'we of the said foreign client based in

India, 'anLu.d,i.ng a su.bs'Ld'Larg or related person of the said fore'LgrL

client, is 'Lnteract'mg with the ad.vert'Ls'LrLg company on behalf of

the said foreign client, the said representa.t'we based in India can

also not be considered as a rec'Lp'Lent of the service, 'Lf the agreement Ls.

between the fore'LgrL client and the a.dverti.sing company, the itnvoice

is bei,ng tssued for the said service bl_.j the ad.verti,si.n.g company to the

fore'Lgn client and the payment for the said service is received bg the
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advertising company directly from the said foreign client

Therefore, in view of above, it is clarifl.ed. that the rec'Lpi.erLt of the

advert'Ls'Lng services provided bg the adverti.si.ng company in such

cases is the fore'LgrL client and not the Indian representa.t'we of the

fore'LgrL client based in India or the target audience of the

advertisements, as per section 2(93) of the CGST Act, 2017.
Issue 3: Whether the advertising services provided by the advertising

companies to fore'Lgn. clients can be considered as performance—based.

services as per section 13(3)?

Clar'tf'tca.t'ton In the instant matter, there does not appear to be any such

involvement of good.s which are requ.ired. to be phgsicallg available

with the su,ppl'Ler of a.d.vert'Ls'mg services. Therefore, the provisions of

section 13(3) (a) [discussed earlier] cannot be made a.ppl'Lca.bLe for

determination of pl.a.ce of su.pplg of a.d.vert'Ls'mg services. Further, the

supplg of ad.vert'Ls'Lng services does not require phgsica.l presence of the

recipient (foreign client or representative or a person acting on his

behal.f) with the a.d.vertisin.g company for a.vailin.g the said

a.d.vert'tsi.n.g services. Thus, the said suppl.g of ad.verti.si.ng services

cannot be considered as be'Ln.g covered under section 13(3)(b) [discussed
earlier].

In view of the above discussion, the place of su.pplg of the said

a.d.vert'Ls'Ln.g service be'mg su.ppl'Led. bg the advertisi.ng company to the

fore'LgrL clients can on.Lg be determined as per the d.efa.u.[t prov'Ls'LorL, Le.

section 13(2), L.e. the Llocation of the recipient of the services. Since the

rec'Lp'LerLt of the a.d.vert'Lsi.rLg services Ln such scenario is the forei.gn

client, who is located outside India, the pla.ce of su.pplg of the said

services appears to be the location of the said forei.gn client Le. outside

India as per section 13(2), and the said service can be considered to be

export of services, subject to the fulfilment of conditions mentioned in
section 2(6).

PLACE OF SUPPLY IN CASES WHERE THE ADVERTISING COMPANY LOCATED IN

'INDIA MERELY ACTS AS AN AGENT OF THE FOREIGN CLIENT IN ENGAGING

'WITH THE MEDIA OWNER FOR PROVIDING MEDIA SPACE TO THE FOREIGN
CLIENT

In cases where the advertising company located in India merely acts
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as an agent of the foreign client in engaging with the media owner

for prov'Ldi.rLg media space to the fore'Lgn client, the agreement/

contract for provi.d_'LrLg the media space and broadcast of the

advertisement is directlg between media owner and the foreign client.

The media owner d.i.rectlg tnvoices the forei.gn client for prov'Ld.'mg the

media space and broadcast of the advertisement and the foreign

client remits the payment for the said services directlg to the media

owner. In such instances, the services of provid.i.n.g media space and

broa.d.ca.sti.ng the advertisement are d.'Lrectl.g provi.d.ed. bg the media

owner to the forei.gn client. In such cases,

the a.d.verti.si.n.g company is merelg fa.ci.L'Lta.ti.ng the provision of the

said services of prov'Ld'LrLg media space and broadcasting the

advertisement between the fore'LgrL client and the media owner and

does not prov'Ld.e the said services on its own account. The advertising

company tnvoices the fore'Lgn client for the fa.c'LL'Lta.t'LorL services

provid.ed. bg it.

Consequentlg, in such cases, the a.dvert'Ls'Lng company is an

“'mtermed.ia.rg" in accordance with section 2(13) of the CGST Act,

2017, [as elucidated in Circular No. 159/15/2021gST discussed above

in respect of the said services of facilitating the foreign client] and

accordinglg, the place of su.pplg in respect of the said services provid.ed

bg the a.dvert'Ls'LrLg company to the fore'LgrL client is determinable as

per section 13(8)(b), Le. the Location of the supplier, Le. the location of

the advertising companuy.

‘ PLACE OF SUPPLY OF DATA HOSTING SERVICES PROVIDED BY SERVICE

‘ PROVIDERS LOCATED IN INDIA TO CLOUD COMPUTING SERVICE PROVIDERS

'LOCATED. OUTSIDE INDIA
Data Hosting Service Providers (DHSPs) in India offer storage space

and technical i.nfra.stru.ctu.re to hold data for fore'tgn Cloud

Computing Service Providers (CCSPs). These CCSPs relg on Indian

data centers to secu.relg store and manage large amounts of

'Lnformat'ton. This allows them to serve their clients without hav'mg

their own phgsi.cal storage in India. Under this business model,

) A contract is entered into betweenn CCSPs and DHSPs wherein

CCSPs will use the data centres of DHSPs for hosting cloud
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compu.t'mg services.

DATA HOSTING SERVICES

iy DHSP either:

e OWwWNs prem'Lses for data centre or

* operates data centre on leased prem'Lses.

) It i.ndependentlg:

e procures i.nfra.stru.ctu.re and human resource, and

e handles all aspects of data centre like rent, software and

hardware i.n.fra.structure, power, net connectivity, security,

human resource, etc. (even in case where some hardware is

provided by CCSPs),

e handles operations like 'LrLfra.stru.ctu,re monditoring, IT

management and equipmen.t matntenance, etc.

to prov'Ld.e the said supplg of data host'mg services to CCSPs.

i) There is no contact between DHSP and the end users/consumers/

subscribers of the foreign CCSP.

v DHSP prov'Ld.es data host’mg services to the CCSPs:

e on a web pla.tform through. computing and network'LrLg

equipment

e for the purpose of:

- ColLecti.rLg

- Stor'Ln.g

- Process'Ln.g

- D'Lstr'Lbu,t'LrLg or

- aLlow'LrLg access to

I.a.rge amounts of data.

v Data hosti,ng services are:

e not passive supplg of a service d.'Lrectl.g Ln. respect of tmmovable

propertg,

. comprehens'we services related to data host'mg which involves

the su.ppl.g of various services bl_.’ DHSP like:

— operating data center,

— ensuring uni,n.terru.pted power su.ppl.i,es,

- backu.p generators, network connect'w'ttg, backu.p fac'LL'Ltg,

- f'Lrewall services
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— monitoring and surveillance service

for ensu.ri.ng continuous operat'LorLs of the servers and related

hardware, etc.

which are essential for CCSP to prov'Ld.e cloud comput'mg services to

end users/customer/subscribers.

CLOUD COMPUTING SERVICES

vi) CCSP provi.d_es cloud-based applications and software services to

various end users/customers/subscribers for data storage, a.n.a.Lgti.cs,

a.rti.f'Lci.a.L i.n.tell.'LgerLce, machine learn.i.ng, processing, database

a.n.al.gsi.s and deplogment services, etc.

vii) The end users/ customers/ subscribers access cloud computing

services seam.l.essl.g over the internet th.rou.gh tech.nologg hosted on

data centers.

CLARIFICATION

With regard to data hosting services, Lt is observed that:

a) DHSP prov'Ld.es data host'mg services to the CCSP on pr'mcipa.l—to—

pr'mcipa.l basis on his own account and is not a.ct'mg as a broker

or agent for fa.c'Ll'Lta.t'mg su.pp[g of service between CCSPs and

their end users/consumers.

b) Data host'mg services provided bg DHSP to the said CCSPs

cannot be considered in relation to the goods "made available"

bg the said CCSPs to the DHSP in India.

¢) Data host'mg services cannot be considered as the services

provid.ed. d.irectlg in relation to immovable property or phgsical

premi.ses.

In terms of the above discussion, it is i.nferred. and cla.r'Lfi.ed that the

pla.ce of su.ppLg in such cases needs to be determined a.ccord.'LrLg to the

d.efa.u.l.t provision under section 13(2), L.e. the location of the recipient of

the services. Thus, where the CCSP receiving the data host'mg services

are located outside India, the place of supply will be considered to be

outside India. Accordinglg, su.pplg of data host'mg services being

provi.ded bg a DHSP located in India to an overseas CCSP can be

considered as export of services, subject to the fulfilment of the other

conditions mentioned in section 2(6).

The above discussion has been dep'Lcted, bg way of a d.i.a.gram below:

Data hosting
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