Value of Supply
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Post Sale Discounts / Secondary Discounts

Issue 1

When a supplier gives a post-sale/secondary discount by issuing a financial

or commercial credit note (not a GST credit note):

The supplier cannot reduce GST liability,

remains unchanged.

because the original taxable value

Since the GST charged on the original invoice does not change, the recipient

is entitled to full Input Tax Credit (ITC).

Therefore, the recipient is NOT required

to reverse any ITC. even though he

pays a reduced amount to the supplier after discount.
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Issue 2

e A post-sale discount given by a manufacturer to a dealer is normally just a

price reduction, not a payment for any service or supply by the dealer.

e Where the manufacturer and dealer transact independently on a principal-

to-principal basis, the dealer buys goods, becomes their owner, and then

sells them to the end customer.

e In such cases, the discount is not consideration for any supply by the

dealer to the manufacturer and does not form part of taxable value.

e However, if the manufacturer has a separate agreement with the end

customer to sell goods at a reduced price and uses the dealer merely as a

channel, the discount given to the dealer acts as an inducement for the

dealers supply to the end customer.

e In that situation, the discount forms part of the consideration for the

dealers supply to the end customer and is taxable.
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Issue 3

Dealers may use post-sale discounts to carry out general promotional efforts to

increase sales.

Such activities benefit the dealers own sales of goods that the dealer already

owns.

The discount is only a price reduction, not a payment for any service provided by

the dealer to the manufacturer.

Therefore, such post-sale discounts are not consideration for services and do not
attract GST.

GST applies only if the dealer is contractually required to perform specific
promotional or marketing services for the manufacturer for a separately

identifiable consideration.
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