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VALUE OF SUPPLY - SECTION 15

INTRODUCTION

GST is payable
/)/on supply of goods and / or services for a consideration in the course of or furtherance of business;
‘_e—d S

g— ———

(ii) on certain supplies made without a consideration as specified{n Schedule | to the CGST Att.
clu—

- . . .
(9 ) As GST is levied as a % of the value of sugglx, whether of goods or

of services, it becomes important to know how to arrive at the

!

e | )

G / Section 15 of the CGST Act provides common provisions for
determining value of goods and services. It provides the mechanism for determining the value of a supply
which is made between unrelated persons and when p?ic‘e and only the price is the sole

the supply. 1

‘_/—-—
When value cannot be determ /s 15, the same is determined using Chaptér IV: Determination of Value
of Supply . % < W be M‘W/ Umim &“M’
[
"\

ANALYSIS OF SECTION 15 — VALUE OF SUPPLY 0+-h 7

| value on which tax is to be paid.

) Section 15 of CGST Act supplemented with “Chapter IV:
/ Determination of Value of Supply of CGST Rules” prescribes the

provisions for determining the value of goods and services

tion of

SeCtiorL]ﬁ(_l,), Supplies made for a lTCO - Tju:&.ﬂ’cﬂ'\bﬂ

(i : '.—‘—"‘( ; ideration) v

i rice in ey (monetary consideration),

BABE. | W12) D sgeuhit
. pnelutiont in TV

Value of supply is the “Transaction value”

- ST Ditwunt
\S(’\f)Supplies made for brlﬂ"“ N oA %

((i) non-monetary consideration, or 2\’0‘017
>(ii) for part monetary copsideration and partother, or
( (i) involving additional consideration, or

Jiv) to related persons, or
L

(v) for specific classes of supply

Section 15(4),
15(5) read with CGST
Valuation Rules

Value of supply is determined as per “Valuation Rules”

W) - Voloken Gulss o> \telyekion Culus-
e ™ conned beoﬁ;\cjp‘\té/ ot Ashped sepplien
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VALUE OF SUPPLY

SUPPLIES TO UN

CONSIDERATION [SECTION 15(1)]

When a transaction of supply of goo

ds / services is made

c/(-i')“ between two persons who akg_not related to eagh otber, and

c);u') price is the sole consideration for the supply,

Price actually paid or payable for the supply is the transaction value. It includes (i) amount already paid at

" the time the supply and (ii) the amount payable and not yet paid at that time. [Section 15(1)]

l"\wnmg-

The “TRANSACTION VALUE'/ﬂU'S cértain elements as enumerated, will be the v

&

e worked out.

alue on which tax is to i
AR

Example: The transaction value sha
conditions. &e& UT(.

Il not includd refundable deposit))discount allowed subject to certain

INCLUSIONS IN TRANSACTION VALUE fSECTION 15(2)! D

The taxable value includes certain el

ements
—

-

additibn to pride which are mentioned below:
—— et

Any taxes, duties, fees and_
char

ges IeviedSunder anx statute s
other than CGST ct

or UTGST Act or IGST Act and GST
(Co‘r;pensation to States) Act i‘f-/

arged e€parately Jpec 15(2)(a)]

GST and GST cess are not par, but other
taxes/cesses/fees etc. will form part of the value of taxable supply,

/iEfseylely billed.
xample: Supplier of goods pays a municipal tax with respect to the

goods being supplied and bills the same separately, such tax will

form part of the value of taxable supply [Need not be included if
already factored while computing cost of goods]

Payments to third parties by

recieient on behalf of supplier in
relation to the supply{and not

already included in price

[Sec 15(2)(b)]

\V%
X

Any amount that supplier is liable to pay L
incurred E¥ the recipignt of the supply and

)the price. Amount paid.hy the recipient to third parties will be added
only when the w der contractual liability to make
— - -
payment to such third parties arfdjﬂe Sa1d payment is in relation to

such supply.

Example: Grand Biz contracts with ABC_SO. to conduct a dealers’

meet. Grand Biz contracts with vendors to deliver goods/ services,
like water, soft drinks, projector, flowers etc. at the venue. Grand
ABiz is liable to make these payments as contracted. The soft drinks
sQpplier wants payment upon delivery; ABC Co. agrees to pay the
Il raised by the soft drinks vendor on Grand Biz on receiving crates
of soft drinks. This amount is not billed by to ABC Co. It would be
added to the value of service provided by Grand Biz to ABC Co. for
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z

\\‘/, 7)

vl

/incidental expenses

[Sec 15(2)(c)] qvx

W
>

22
kﬁz

Commission and packing charged by supplier to the recipient of a

supply, including any amount charged for anythin-fgdone bx sueelier

in respect of supply of goods/services at the time of, or before

delivery of the goods /supply of the services

xamples: (i)Commission paid to agent and recovered from the

buyer of the goods / services (i) Packing charges charged by supplier
iii) Inspection sor certification chargeg billed to recipient (iv)
nstallation and testiné?harges at the recipient’s site(iv) Weighment
harges, loading & designing charges incurred before supply

—

Interest or late fee or penalty

for delayed payment of
consideration [Sec 15(2)(d)] .

AN

The value for a taxable supply il inwy the base pric
but also the cha‘r—g-es for delay in payment.

Example: A supply priced at X 2,000 is made, with a credit period of
1 month for payment. Thereafter interest of 12% is charged. The

payment is received after lapse of 2 months from date of supply. The
amount of 12% p.a. (i.e. 1% per month) on X 2,000 for one month
after the free credit period is X 20. Such interest will be added to the
value and thus, the value of taxable supply will work out to be
X 2,020, assuming the interest to be exclusive of GST

Subsidies
manner

State or Central _Gavernments
[Sec 15(2)(e)]

vy

-

;\15

A’\)‘?'\ @ «.,K

, brovided in__an Ifthe subsidy iggiven by the State or Central Govern ent; t
linked to rice, after adjustin ub is the taxable val Qg subsid
) E V, Y
ot‘h_er than subsidies gIVEIT=BY | is given by a person

Governme

|t does not lower the taxable valtra. >

Example: The selling price of a notebook is X 50. For notebooks sold
3 es its CSR funds to
— ————
pay the seller X 30 so that the students payonly X 20 per notebook
—-'
The taxable value of the notebook will b@_a_s this is g
government subsidy. If the same subsidy is paid by thd

Government or vernment, the taxable value O
notebook Id e X 20"

to students in Government schoolsga

<
e °“°§w"

g Rioas
@

20 =Y
T N—

g 5> V0= SO

g B
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EXCLUSIONS OF DISCOUNTS FROM TRANSACTION VALUE [SECTION 15@)]

principle here is that price as established at the time forms the basis of taxable value.
E—
Discounts that are allowed to be reduced are as follows: QD mn muq,q C
'/(T)" Discounts that are allowed before or at the time of suggly and shown in the invoice; g: C)‘

iscounts that are allowed after supply in terms of gn agreement that existed at the time of suppI'B ]
(:'md are worked out invoice-wise;nd th¢ proportionate input tax credit is reversed by the recipient

= g
L 2 Dzwo[ﬂ%% o rews#
Example 1: Discount deductible from value of supply on vt M“P"J‘
oo to
/ﬁyal Biscuit Co. gives a discount of 30% on the list price to its distributors. Thus, for a carton of Spicebisk, “‘9\9.
in the invoice the list price is mentioned as X 200, on which a discount of 30% js given to arrive at the final

price of X140. The taxable value is X 140, as the discount is allowed at the time of supply and shown in the
— amu_

invoice. %{_0
- C wi\t leo

VALUE OF SUPPLY

Example 2: Discount deductible from value of supply J‘\eé\'w
The agreement of Raju Electrical Appliances with |ts dealers is that sale of rice cookers over 100 plec&syin
the Diwali month will entitle them to discount of 5% per cooker o) next month. The next month’s

———
stock has already been despatched when the sales figures for thaDiwali mongh are gorked out. However,
as the agreement was in eX|stence at the time of supply, and the discount can be worked ou @
invoice, the taxable value will be bllled pnce#The dealer must reverse the propor{ionate input

_/'
tax credit on the relevant stock to bring it in line wi
—_— e

Example 3: Non-deductible discount @-b Q—"’m T

A company announces tyrnover discounts after reviewing dealer performance during the
discounts are based on are given as cashzhack; As these discounts

at the time of supply of the goods, they will not be deducted frogfaxable value of those go

lllustration 1: Black and White Pvt. Ltd. has provided the following particulars relating to goods sold by it to
Colourful Pvt. Ltd.

Particulars R

l/ﬂst price of the goods (exclusive of taxes and discounts) - 50,000 NCD
Tax levied by Wicipal Authority on the sale of such goods 5,000 1“2)62)
CGST and SGST chargeable on the goods 10,440 N\\

Packing charges (not included in price above) 1,000 L‘TC‘Z')C L)

DK S\'Jb'ml\{ prLem Ntd §6,006% BN

N Distoeret UL ISELOND 1990 _
Jokue o) &vooh S 4,000

CA NIKUNJ GOENKA



VALUE OF SUPPLY =
Black and White Pvt. Ltd. received X 2000 as a subsidy from§ NGO )n sale of such goods. The price
of X 50,000 of the goods 9g such subsi ack an hite Ltd. offeunt on the
Ilsw_o.fj.h.&goed-s which is recorded m@e for the ds. Determine the value of taxable supply

made by Black and White Pvt. Ltd. Answer: X 57,000 WﬂM‘Z{ 1) (0

Wi
lllustration 2: Samrlddh@wtlsers conceptualised and designed the agfertising campaign for a new

product launched by New Mooﬁ Ltd. for a consideration of  5,00,000. Samriddhi Advertisers owed

/?%Oﬂ,to one of its vendors in relation to the advertlsmg service provided by it to New Moon Pvt Ltd.
—

ch liability of Samriddhi Advertisers was@ New Moon Pvt Ltd. New Moon Pvt Ltd. delayed

\"zre payment of consideration and thus, -ﬂj 15,000 as interest. Determine the value of taxable !upply
@ wm Answer %5,32, o ')CJ>
)
R o it
'@2 <\ \'8 * e *’(97100 .
9o2” ¢ ~HL
SRS
€, 00,000
R ()t WS ooV
qoe[m”’t 29
) beh % o gogpha => A5
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VALUE OF SUPPLY

/Zﬁ:ation on valuation methodology for ascertainment of GST on TCS under Income Tax Act,
1961

Section 15(2) of CGST Act specifies that the value of supply shall include “any taxes, duties cesses, fees and
charges levied under any law for the time being in force other than this Act, the SGST Act, the UTGST Act
and the GST (Compensation to States) Act, if charged separately by the supplier.

It has been clarified that for the purpose of determination of value of supply under GST, TCS under the
provisions of the Income Tax Act, 1961 would not be includible as it is an interim levy not having the

character of tax.

[Circular No. 76/50/2018 GST dated 31/12/2018 amended vide corrigendum dated 7/03/2019]

Clarification on value to be adopted for computing GST on services of Business Facilitator (BF)

/Business Correspondent (BC) to Banking Compan

Y’
Issue: What is the value to be adopted for the purpose of computing GST on services provided b

e ——
to a banking company
Iarification: As per RBI’s Circular and subsequent instructions on the issue (‘guidelines’), banks may pa
———
reasonable commission/fee to the BC, the rate and quantum of which may he re . The

agreement of banks wim the BC specifically prohibits them from directlx charﬁinﬁ any fee mm Eg_ggtomers

for services rendered by them on behalf of the bank. On the other hand, banks (and not BCs) are permitted

to collect reasonable service charges from the customers for such service in a transparent manner. The
BCs Ecif& the requireﬂnt that the transactions gre.accounted for and
by end of the day or the next working day, and all agreements/contracts with

arrangements of banks with

the customer shall clearly specify that the bank is responsible to the customer for acts of omission and

reflected in the

commission of the BF/BC.

Hence, banking company is the service provider in t or the BC model@perated by a banking

CA NIKUNJ GOENKA 9.8
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Clarification on discounts [Circular 92/11/2019 GST dated 07.03.2019] @ (WQ“J(‘J‘S

000 ()L§
/./écounts including ‘Buy more, Save more’ offers l," [' (Q

’

(i) Sometimes, the supplier offers staggered discount to his customers (increase in discount rate with
increase in purchase volume). For example - Get 10 % discount for purchases above Rs. 5,000/-, 20%
discount for purchases above Rs. 10,000/- and 30% discount for purchases above Rs. 20,000/-. Such
discounts are shown on the invoice itself.

(i) Some suppliers also offer periodic / year ending discounts to their stockists, etc. For example- Get
additional discount of 1% if you purchase 10,000 pieces in a year, get additional discount of 2%, if you
purchase 15,000 pieces in a year. Such discounts are established in terms of an agreement entered into
at or before the time of supply though not shown on the invoice as the actual quantum of such
discounts gets determined after the supply has been effected and generally at the year end. In
commercial parlance, such discounts are colloquially referred to as “volume discounts”. Such discounts
are passed on by the supplier through credit notes.

(iii) Itis clarifi j iess to customers (including staggered discount under
—

“Buy more, save more” scheme and post supply / volume discounts established before or at the time
P #

of supply) shall be excluded to determine thev i e i arameters
laid down in Section 15(3) of the CGST Act\including the reversal of ITC by the recipi

\ aswwwcﬂc

|
It is further clarified that the sgpg ier ﬁll be eintltley to avail the ITC for such inputs, input services
and capital goodsJused in he sugg y of goods or services or both @
B. Secondary Discounts QO‘\)MJM ‘9‘ @“ v t&{\
_/(J—)/These are the discountg which @ n at the time of supply or are offered Iy is

already over. For example, M/s A \ supplies 10,000 packets of biscuits to M/s B at Rs. 10/- per packet.
Afterwards, M/s A t at Rs. 9/- per packet Subsequently, M/s A |ssues,gm_d_|_t_n.o.tuo=ul/sfw

th. woq%s

(i) The issue for consideration is that whether credit notes(s) u/s 34(1) of the CGST Act can be issued in
such cases even if the conditions laid down in Section 15(3)(b) of the CGST Act are not satisfied. It is
hereby clarified that financial/commercial credit note(s) can be issued by the supplier even if the
conditions mentioned in Section 15(3)(b) of the CGST Act are not satisfied. In other words, credit
note(s) can be issued as a commercial transaction between the two contracting parties.

_iTETs further clarified that such secondary dis

of supply assueh discounts a w at the time of supply and the conditions laid down in Section
15(3)(b) of the CGST Act are not satisfied.

Mre is no impact on availability or otherwise ¢f ITC ir) the hands of supplierin thiscas@m

CA NIKUNJ GOENKA 9.9
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VALUE OF SUPPLY

Supplies where value cannot be determined uJs 15(1) n(@ed supplies_"

[Section 15(4) & (5)]

Section 15(4) lays t where Section 15 (1) is not applicable, i.e.

/ﬁthe transaction is with a relatgg% and/or ‘2 | 2 Mgo
e price i’ e sole consideration for the supply of goods / services, %
then the value will be determined in the manner as prescribed in th§ Valuation Rules.

Section 15(5) lays down that in respect of certain notified suppljes also, the value will be determined in the

\ 4

manner as stipulated jn the Valuation-Redes. Thus, the methodology of transaction valug willpot apply for
such notified categories of transactions.instead the rules will prescribe a different method of determining

value for these notified transactions. M 79'\. W 2

(—_—__-—
Examples: Money changing seruiges; service of booking air tickets by an air travel agent; life insurance_
servicemuying and selling oEecond-hand zooﬁg?vouchers, token, coupons or stamps (other than postage

stamps) redeemable against goods or sgrvices; services provided without consideration between distinct

persons under GST laws that are differept units of the same legal entity; supply in case of lottery, betting,

gam;,llnf:;xse o &sﬁe/ @é@9?&%\%@

\:
Qm obH\M\ e norey W\A}& QW}T q)

05N
sconeble deuras N ¢

d
Dlseng : Scoge & Sogely wamm_} [ obor thom wm/

WA Q—d—wof\e»\o’le
S s g e ‘3’) —> Cm‘»’lﬁ‘*“""‘A’"‘"—‘)‘:wr 2023 9m»'hl

b;_):)c\’t\%.l ‘U""““’:‘\)‘:M thet ﬂ’ﬁ‘_bfl Aebrenobu elor
?ﬁﬁﬁ, Onine Morey (ewung
@ (O8nes M’M &uﬂ%" @ < ®

w “‘* ey W@ﬁ K 2}2/ l% - 9;;@
9&1 6AED RES
Opvenorl oL | a4
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VALUE OF SUPPLY

@ 2;3—2?13 Z) 30 3 Produet (ost107D

A A 08 = ¢ pioo A0
O~/ Ve 19

@

oC (‘fv\f}
7 iy\.'{é;?

(g

c)

coR NOT WHOLLY IN MONEY C:S%O

The open market value of such supply;

ot the time of supply;

of the non-money consideration, ch amoun

—
Mopen market value of the supply is not known, the consideration in money plus thf thoney equivalery
i r

e

\§

o t
<

2.

e full value o chuding taxeaunder GST laws, UKLQ

e payable by a person to obtain such supply //

e at the time when supply being valued is made,
ided sucH(supply is between unrelated persons yind W\/
e provided such\supply is betw
0*\5'[)\[\11
e price is the sole consideration for such supply l mﬂ&ﬁﬂh o S 3_
¢ —
2oy g gt

ar similar circumstances, Which is Same
— -\ —

qualit 'w functionality,

reputation to the supply being valued. / —

RS- Ry e dmed/
Examples: ( /'2 —
a) Exchange value of old phone lowers the price of a new phone, The known market

gﬁone (without ex‘cF\ange of old phone) is its taxable value. E)NV
/-

b) top is manufactured and supplied for Part value is@n barter in the form

of a printer val arket value of the laptop is o@ ts taxable value will be

— >
< 44,000. " YO, UR £ RODD BV et :
What if value cannot be determined based on above factors? e»“. %‘0 0"t\7

What is supply of like kind and quality

Supply of like kind & quality means any other supply made
or closely or substantially resembles in respect of €haracteristics,

Cost based valuation method (110% of cost of supply) under Rule 30 or Best Judgement method
. N . —— V" —
under Rule 31 will be applicable.

CA NIKUNJ GOENKA 9.11
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VALUE OF SUPPLY

A company procures and modifies a machine and supplies it to

its unrelated customer. Since, it is a

D ———
customised machine, the open ft

Iso the value

Therefore, value should be worked

@‘97( other machine of the like kind and quality is also not available.

out by adding the cost of modification to the cost of acquisition of the machine and adding thereto

10% of the sum of these costs M % M

gula 28 rog-bun surmbowd - ZN 2140

/ RULE 28(-\ alue of supply of goods or services or both between distinct or

1B .

sv lated [other than through an agent 29 o oS
Ly related persons, [other tha ough an age J\w k!

A supply between related persons or between distinct persons.as specified in section 25, when made in the
course or furtherance of business is treated as supply even if made without consid ration in terms of
Schedule | of CGST Act. This rule, does not provide the value of the supply made through an agent.

State whether following persons are related persons or not?

(el 22 orhiy)

Mr. A and Mr. B are partners in the partnership firm A&B Co.
—_—— —

A28 oy taloled

T Ng—
Ms. Priya holds 30% shares OQBC Ft? and 35% shares of XYZ ftd.z

ALz 2 po kel

Q Ltd. has a deciding role in corporate policy, operations
e, — >
management and quality control of R Ltd

Q.22 ov Qulotel

Alpha Ltd. controls the composition of Board of directors o{ Beta )
P P
Ltd. and Gama Ltd.

I RS &ma:\mﬂ.

Brita Ltd. and Grita Ltd ogﬂﬁeconw
~N—

QoY

Gt & &mﬁWPA’

erson who has obtained or is reqquq to obtain riore ;an‘one registratiofly whether in one State or

nion territory or more than one State or Union territory shall, in respect of each such registration, be
————

—

treated as distinct persons for the purposes of this Act [Section 25(4)]

VALUATION PARAMETERS: ,L@‘%g,)-\ é
Apen market value of such supply;

%

If recipient is eligible for full
Input tax credit, invoice value
is accepted as Open Market
Value (Taxable Value)

;,M{o_Ln market value of the supply ig"not k own,)the value of supply of goods and/or services of like

L

Cost based valuati 9 or Best Judgmgmethod under
Rule 31 will be applicable, if above methods are NOT APPLICABLE.
0 2%0) oW

MT LENFTWEZ OO o) ety

ey o 1“-047
LMD e

at
ef*“;L ;
OO
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‘C‘G’ PTIONAL METHOD OF VALUATION % van
. . . \ G“
If the goods are intended to be supplied(A8"SUCH by the recipient CN U(T( N\

Value = 90% of the price charged for the supply of goods of like kind and gualitz by the recipient
——— — —

o to his unrelated customer
It iNgot mandatory)for the supplier to adopt this method of valuation He can opt to value his goods in

accordance with the valuation methods i 0 Clauise-(a-Hol-ar-tel-alona
_me/f:?

value of taxable s s provided by S OF SERVICE PROVIDERS”, without
any consideration, between distinct persons is NIL, if ITC is available [Rule 32(7)] M"

—

N
RULE 29 - Value of{upply of GOOﬁs made or received through an agent

g

VALUATION PARAMETERS: 9

This rule_is agglicable for

Supplier has option to choose either of thefllowing methods: &« SUPPLY OF GOODS only >

he open market value of goods being supplied;
4 b Jﬂ) NG 2 (

m of the price charged for the supply - of Ilke kind and quall_z by the reC|p|ent to
his unrelated customer w\f)
° @'M\M?O'\ —>

In case value cannat be determined as.abqve: {
0-AA -
Mased valuation method (110% of cost of supply) under Rule 30

OR
OV
Best Judgement method under Rule 31 will be applicable

OoA Ys7o
Example VW g ) \A‘\—DQ i -

P (pnnupal) supplies groundnu urn sells groundnutszat X 5000 t X 5000 per quintal. Ayother
nde endent suppller ells groundnuts at 4550 per quintah

Thus the open market value ofgroundnut IS %45 0 pyr quintal. 90% of A’s selling price in the no

of trade is 34500 per quintal. P has the option to adoptthe open market price (X4550) or 90% of A’s onward,
selling price<X 4500) as the taxable value of the groundnuts supplied by him to A.

CA NIKUNJ GOENKA 9.13



=Z VALUE OF SUPPLY

/ .

L,/ﬁULE 30 — Value of supply of gogds or services or both bas@on cost)

\/
If the value of a supply of goods and/or servic smw the foregoing methods, it

will be 110% of the0st of produgdfon/ynanufacture/acquisition of such good§ or cost of Rrovision of suc

[

services. _ o,O?[ Cow (S

Service Providers have

‘ o directly move to

Rule 31 by-passing Rule 30
? S ——

0NV . 6ot o]

RULE 31 - Residual method for determination of value of supply of goods

or services or both [Best Judgement Method]

a) Supplier of goods needs to sequentially follow Rules 27 to 30 before valuing goods as per residual Rule
3% 2% €3

b) Service providers have option of valuing services as per Rule 30 or Rule 31 after sequentially foIIowing

Rules 27 to 29. 24 —>28—> 2 —=32l — 2D

—————
'/CL.The residual method consists of determination of value by usindTeasonable means tonsistent with the
rinciples and general provisions of section 15 and these Rules 'U'LB‘\SQ‘*"M \[o.\u.[

~akled
Example: $o be M‘(A‘ ond. W veluokion Pﬂmwpw- ‘o by b-lJ‘QML

A cosmetics company buys its products from a subcontractor, who supplie@f each product, to be
—— v -
placed in retail outlets, q@ These are of different size from the product that is sold. The company
N e ] =
and the sub-contractor are s none of the methods in Rules 27 to 30 will work for valuing

these t.eEers,the value will have t i i nable means consistent with the principles
and general provisions of section 15 and the Rules.

A possible method pay of the price based on difference in size frafn the product that
is sold.
— GRS

Rule 31A - Value of supply in case of lottery, betting, gambling and horse racing

Valuation of supply of lottery and actionable claim in the form of chance to win in betting, gambling or
horse racing in a race club. Valuation of such supplies will be governed by the specific provisions and not

by any other valuation rule. \'ﬂv> mm\\.e l'SCD \
o we - g5

b ovs
o) =

CA WN KT’;\Qg;(«\% 9.14




VALUE OF SUPPLY

Supply o

Supply

100/128 of@ighér })f the following two amounts
e Face value of ticket or
—_—

e Price asgotlfled in the gtﬁaal Gazette by the orﬁanlzmﬁ State l@

¥

Supply oI]acflonabIe claim

in form of
in betting, gambling or

0 win

f the bet or the amount paid
D cnm——

horse racing in a race club

-

)

to the totali

1Y
e,

tor

WW‘%\L :

R% 32 — Determination of value in respect of certain supplies

Overrides other

Provides valuation
methods for 5
<necified supplies

rules of valuatio
Need not be valu
by Rules 27-31

n.
ed

e

\Yaluation methods
are optionai. Other
valuation rules can

also b= opted

%—Dﬂﬂz]l

12) —> P\ T

= e

No Nature of service Rule
1 Purchase/sale of foreign currency (Money 32(2)(a) - Metho
changingz 32(2)(2)_; Meth
Air travel tickets by air travel agent 32(3)
Life Insurance business 32(4)
Value of supply of second-hand goods (Margin
4 pply nd-hand_goods (Marg 32(5)
scheme) —
c Value of @eemable vouchers/coupons/to 32(6)
Ld \
6 Value of services provided by (notified! service \ 32(7)
provideg Eetween distinct persons \ mw__.
J 224 ‘L‘) (2] (W

u (A2

%5—) _..:DD Mestgan Sdent

(b) —> VLS

‘.ﬂj —  MNopedL b e
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Hel «@

) : HOD1 [Rule 32(2)(a)] o*

/31

Value of service of purchase or sale of foreign currenck including

ro! MONEY CHANGING [Rule 32(2)] o —

The value of service in\ relation to purchase or sale of foreign currency, including money changing, is

determined by either of the two methj )?
Ll «

A

- - -

‘

N\ d% Lok N v" e " ‘P‘:
— CASE 1 . CASE 2

-[
gz ransaction where one of the currenaes Transaction \A‘here neither of the currencie
0 exchanged is X (" M exchanged ﬁ L@
S aal
If RBI reference rate for a currencyls?avwl_e‘ 1% of the Iesser of the two amounts the person

L ]
Total units of foreign currency* [RBI reference rate changing the money would havg_rgchtﬂ_m
of that currency — Buying / Selling rate of that | converting (at RBI referen any of th¢ two

ies in Indian R [Refer E le 2
currency] $t9 9 }C CD‘be ‘B currencies in Indian Rupees [Refer Example /

If RBI reference rate for a currency is not available, Y‘Ie,,
—————

1% of the Gross Amount of Indian Rupees

provided/ received by the person changing the

money [Refer Example 1] [.L .b INR \
C

O ——

e» e

Example 1: On 10" May, Mr. Doshi converted 0 )nto X6 40@54 per USD through Eastern
Money Changers. RBI reference rate on 10th May for US 5 |s 63 per USi

Answer: The value of supply in this case is (X 63 — X 64)* $ 100 = 3 100 and GST will be IeV|ed on this
amount. If the RBI reference rgfe is not availablg, then 1% of X 6,400 i.e., X 64 will be the value of supply o

service.
/
A\ 7’ Bl

Example 2: U/ 9,000 are converted mtoI reference rate at that time for US us

dollar and for UK £ is X 82 per UKfound In this case, neither of the currencies exchanged is Indian Rupee.

Answer: Hence, in the given case, value of taxable service would be 1% of the lower of the following:-

(a) US dollar converted into Indian rupees = $ 9,000 x X 63 = X 5,67,000 (5

(b) UK pound converted into Indian rupees =f 4,500 x X 82 ¢X 3,69,000

Value of taxable service = 1% of‘ 3,69,000 4 X 3,690

e -—
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VALUE OF SUPPLY

METHOD 2 [Rule 32{ 2)(@) 903‘7
S.L. | Currency exchanged Value of Supply Bv= Lﬁ@

No \ O QOO
Nl [-lxlL 240 Uhgn
1 UptoX 1, 00 000 % of gross amount of currency exchanged or
- P @hlchever l’ [DO_{)
al D Ty
Ciccimens G e
O,
5 Exceeding X 1,00,000 and 0.50% of the (gross amount o currency |
upto X 10,00,000 exchanged - X 1,00,000) .-9 Slgf ) ] )
X 5,500 w of the (gross amount of currency
_ exchanged - X 10,00,000) R V> QS
3 Exceeding X 10,00,000 :2
TN OR &0
! X 60,000 whichever is lower —-—
OeA Lney
Once opted for the above @he cannot withdraw it durlng the r@rt of the@

Example 3

Mr. X, a money changer, has exchanged US $ 10,000.to Indian rupees @ X 64 per US S. Mr. X wants to value
the supply in accordance with Rule 32(2)(b) of CGST Rules. Determine the value of supply made by Mr. X.

Brcchonge ol o US310000 > £-6,\0,900
Joe o) coply IR UL
eV ! vas

£1,09960 b4 2 1,690,990
0Pt U089 gt >

- (619900 R 0-5#XSHAT,

- 270
% 1000

— (,99,690) — A

\Jolu ob &owy :s(— B'?H)O?
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‘A .I VALUE OF SUPPLY
\v

Value of service of booking of tickets for air travel y an air travemﬁ
[Rule 32(3)]

%S
Nature of Fare Value of Supply oF
— —— Fol
Domestic Air Travel < 5% of Basic Fare m
Z e
International Air Travel / 10% of Basic Fare q,
N—— ___~
Basic Fare is on which co jssion . id to the air travel agent by
S——
/ 6989 0"
Example 4 @ Dw(‘( 7‘,> X (.? / © /

Mr. U is an air travel agent_Compute the value of supply of service made by him during a month withjthe
R
help of following particulars furnished by him 8

Particulars Basic Fare Other Taxes | Total Value ’\Im
charges of tickets - S'm—
Domestic Bookings ~~ 1,00,900 .‘-— 9,510 | {~4,990 | = 1,15,400 lLDQLq{)e?V?/
International Bookings 3,16,880 -‘— 20,930 -\-—15,670 ‘= 3,53,480 %1“7(860 'K" O/

= B\, H88
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Value of service in relation to LIFE INSURANCE BUSINESS\JRule 32

Nature of Policy Taxable Value

Policy with dual Gross premium charged @

benefits of risk Q allocation ie—’mtimated to the policy hoI at the time of collection of
%(l)verage and \)O

premium.
investment — W&%‘é\(’k WOL

T 7

m 'f the single premium charged from the pwa\')h@@‘lﬁf Q
C = LO;

annuity policy

estments/savings if such

8

|

3
8

|

~ N
[9)
Ncharged from the policy holder - 1%t year and =S

0f premium charged for subsequent years (2[%[ \( —_
— e ————— =X

E\liw_mjum,charged from the policy holder.

WUt Guewm

Other case§ )

/

risk cover

Example 5

Arihant Life Insurance Company Ltd. (ALICL) has charged gross premium of X 180 ngh from policy holders
Wt Tespect to lite insurance policies in the 2017-18; out of which X 100 lakh have been allocated for
investment on behalf of the policy holders.

—

Compute the value of supply of life insurance services provided by ALICI :

Mhe amount allocated for investment has beefintimated by ALIGL to policy.holders at the time of
2 I

supply of service. Ct%e ,[09') (R | ' :
(i‘i) if the amount allocated for in intimate¥ by ALICL to policy holders at the time

of providing of service. ] OLY'L?/ = \Q(’L_,
(iW if the gross premium charged by ALICL from policy holders wards risk cover. BDL ‘lQS

/ﬂote: ALIC its operati ] hus, the entire gross premium of X 180 lakh

is the premium for the first year of all the policie$y ALICL has not issued any single premium annuity policy

Example 6

LIC of India provides you the following information for the month of Oct 2017. You are required to
compute GST payable by the company if the company has opted to pay GST as per Rule 32(4) of CGST

Rules, 2017: @000 LX 205 4 COOLXB{] = 2127 L —

General policies: Total premiums collected X 12,000 lakhs (Out of which 15t year premium is X 5,00
‘____——l

. L . - = oL—
Only Risk Cover Policies: Premiums collected X 500 lakhs. g‘U‘OLX‘ (90 I W

Variable Insurance Policies: Premiums collected X 8,000 lakhs. @- the amount is allocated for
o ———_—

investments on behalf of policy holder for which policy holder is given separate break up in premium

el e

receipts), CSO@" ('9-{',:-'8090_') > LboO\_~
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Value @ECOND-HAND GOODS PMARGIN SCHEME] [Rule 32(5)]

L ——

Second hand goods are uied goods as such or afte{Euch minor process:’ny which does not change the

nature of goods.

o — L

GSTis charged on the transaction value of the goods. However, in respect of second hand good
dealing in such goods may be allowed to pay tax on the margin i.e., the difference between the value at
which the goods are supplied and the price at which the goods are purchased. (l(./

The purpose of the margin scheme is to -W as the goods, having once b the
incidence of tax, re-enter the supply chain. ”
1 8 . 5‘ 09

— -
4 ITCIS NOT AVAI ED}MARGIN SCHEME] m

— e ———

——
Value = Selling Price — Purchase Price Normal valuation as per other applicable

Selling price < Purchase price = Ignore negative ~RFoVisions \
——
value

NoW 'I 9 X0/

e § @ g
AN »——

Intra State supplies of “second hand goods” by an unregistered supplier to “registered second

hand goods dealer” (who pays tax under margin scheme) exempt from CGST [Notification No.
10/2017 CT (Rate) dated 28.06.2017]

/1m/portant points to remember: Mon(‘)(\ QM 0}("\'\7 oﬂ}lﬁ
y(n")/l'Dersons who

3 w_'
‘)_ Purchase value of supply of goods@ a defaultmg borrower

o ‘2 Yords Eb(——
Defaulting borrower is | The repossessing lender agency will discharge GST the supply value

hase second

REGISTERED without any reduction from actual/notional purchase value
/
ulting b r is | Purchase value = Purchase price in the hands of such borro%@dui ced by D
>
/ UNREGISTERED. = 3% for every quarter or part thereof, between the date of purchase an

% a ﬁ date of disposal by tld making such repossession '5 ngzz)

CA NIKUKA [ R S‘ISEP (io



90 \iphdy > Qs %
/ < . - ” D"Fﬂ/
VALlli)F SUPPL\‘(ZG ) LS D TYOY M}v

. <cn 98 bn 2@ Ll
s o :

company X Ltd, which deals in buying and selling of second hand car céa.ses asecond hand Maruti
Alto Car of March, (Orlglnal price X5 Iakh) for ?mm an unregistered persop and sells

the same a w 750,000, Tthe supply 0 car to the lakh shall be
exemptedi and the supplyof the sa ompany to its customer fo( f 3.5 lakhs shall be taxéd.

The value for GST purpose shall be X 50,000 i.e., the difference between the selling and the purchase
price of the company. In case any other value is added by way of repair, refurbishing, reconditioning etc.,
the same shall also be added to the value of goods and be part of the margin.

ﬁmargin scheme is opted for a transaction of second hand goods,
R
company not issue any taxable invoice anththe company purchasifig the car shall not claim any ITC.

P —

Value of redeemable vouchers/stamps/coupons/tokens\[Rule 37@7

Value of a tokeg. voucher or coupgn, whic against a supply of ﬁoods and/or services is
the Mone value of the goods and/or services redeemable against such token, voucher or coupon

—

Example 7: If X 1 500 worth of Sodexo j

supalied by the taxable person, the value of su under GST
N
law will also be 0 nﬂo m L tmh‘\j”\y 1‘109 X Z

Rule 32(7): Value of taxable §

brovided by notlfled class of service prowder;I without

RULE 33 - Value ofitégply of services in case o[ PURE AGENT

‘/Méning of Pure Agent U‘

‘Pure agent’ here means a supplierawho

M enters into contractual agreement with recipient to act as his pure agent to ccur expenditure/coét?
in the cow

o the goods and / or servor supplied as
- —_——

V(frl’)' does notu t such goods or services so procured; and

e ——

gceives only the actual amount incurredXto prolqu_r.e:--rh gnods or services (apart from the amount
for the services provided ' <
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VALUE OF SUPPLY

above conditions in order to qg_ma-DMent. In casg

re incurred is included in the value of sugglx under GST.

A is an importer and=B"is a custom broker. A approaches B for customs clearance work in respect of an
import consignment. The clearance of import consignment and delivery of the consignment to A would
also require taking service of a transporter. So, A, also authorises B, to incur expenditure on his behalf
for procuring the services of a transporter and agrees to reimburse B for the transportation cost at
actuals.

Here, B is providing customs brokers service to A, which would be on a principal to principal basis. The
ancillary service of transportation, is procured by B on behalf of A as a pure agent and expenses incurred
by B on transportation should not form part of value of customs broker service provided by B to A. This,
in sum and substance is the relevance of the pure agent concept in GST.

__Example 2 @

Corporate services firm A is engaged to handle the legal work pertaining to the incorporation of Company
B.

e Other than its service fees, A also recovers from B, registration fee and approval fee for the name of
the company paid to Registrar of the Companies.

e The fees charged by the Registrar of the Companies for registration and approval of the name are
compulsorily levied on B.

e Ais merely acting as a pure agent in the payment of those fees.

e Therefore, A’s recovery of such expenses is a disbursement and not part of the value of supply made

by AtoB
wrlwrm:ﬂ
‘N—S th on fune fm
br\M (ecrptent bf“; ‘,t-

Expendi i ier, of services (’S ) as pure agent of the reC|p|ent of servic

Importance of concept of Pure Agent

s excluded from the value of supply;~and thus, also_from aggregate turnover, r, if all

conditions (in addition to the conditions required to be satisfied to be considered as
e

satisfied:

a) e payment arises out of a contract between ‘R’ and a third party, and ‘S’ acts as pure agent of ‘R’
when he makes the payment;

)/’R’ authorizes ‘S’ to make payment on his behalf; eQQ(vl-’ﬁ\—
.), ‘S’ shows the payment segarately in th
—

\/d')“ The supplies procured by ‘S’ from the
e
that he provides on his own account

| \[OW u®
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Examples of expenditure/costs incurred as pure agent are:

—

* Port fees, port charges, custom duty, dock dues, transport charges etc. paid by customs broker on

behalf of the owner C\_\_/é, -—

* Expenses incurred by C&F agent and reimbursed buch as freight, godown charges.

Whenever the supplier intends to act as a pure agent, care should be taken to ensure thatthe cond
pecified for such pure agents and other conditions given in the valuation rules/are also met so that on
e real value of the service provided is subjected to GST

/ Clarification on issue of GST on Airport levies [Circular No. 115/34/2019-GST dated 11 October
2019]

Airport levies do not fesmepartof the value of services provided by t@w@
should be chargedisy airmsyﬂ airport levies.

o

. N—
Kinds of Airport Levies ()/

_/Péenger Service Fee (PSF) is charged under rule 88 of Aircraft Rules, 1937 according to which the airport

- i - —
licensee _may collect PSF grom embarking passengers at such rates as sseufled by the Central

Government. According to the rule the airport license shall Wilize the said feé) for infrastructure and
P— < E————

facilitation of the passengers.

—

er Development Fee (UDF) is levied under rule 89 of the Aircraft rules 1937 which
licensee may levy and collect..a A such fees. The authority which m

. _——
anages the airport 1

eligible to levy and charge UDF from the embarking passengers at any airport.

==

In order to avoid inconvenience to passengers and for smooth and orderly air transport/airport

operations, the UDF shall be collected from the passengers by the airlines at the time of issue of air ticket
and the same shall be remitted to Airports Authority of India in the line system/procedure in vogue.

The above facts clearly indicate that PSF and UDF are charged by airport operators for providing the
services to passengers./PSF and UDF charged by airport operators are consideration for providing
services to passengerd, Thus, services provided by an airport operator to passengers against

consideration in the form of UDF and PSF are liable to GST. WDF was also liable to service tax. It is also
ic i i i Further in order No. AIC S. Nos.
- 0 . - ~

it has been laid down that GSY is applicable on the charges

= —

seen from the Air India website that the
3/2018 and 4/2018, both datedﬁ27.2.201
of UDF and PSF.

—

—
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Applicability of GST on Airport levies

And UDF being charges levied by airport operator for services provided t are collected
= A ——_— —
S Ey tEe airlines as an agerénd is not a consideration for any service provided by the airlines. Thus, airline

is not responsible for payment of ST/GST on UDF or PSF provided the airline satisfies thé
P

prescribed for a pure agent under Rule 33 of the CGST Rules. It is the licensee, that is the airf

- —

(AAI, DIAL, MIAL etc) which is liable to pay ST/GST on UDF and PSF.
A

e —

Airlines may act as a pure agent for the supply of airport services in accordance with rule 33 of the CGST
e ey

rules. Rule 33 of the CGST rules provides that the expenditure or costs incurred by a supplier as a pure
gent of the recipient of supply shall be excluded from the value of supply, if all the following conditions

e satisfied, namely,

the supplier acts as a pure agent of the recipient of the supply, when he makes the payment to the
third party on authorisation by such recipient;

) the payment made by the pure agent on behalf of the recipient of supply has been separately
indicated in the invoice issued by the pure agent to the recipient of service; and

the supplies procured by the pure agent from the third party as a pure agent of the recipient of supply
are in addition to the services he supplies on his own account.

Conclusion:

Accordingly, the airline acting as pure agent of the passenger should separately indicate actual amount
of PSF and UDF and GST payable on such PSF and UDF by the airport licensee, in the invoice issued by
airlines to its passengers. The airline shall not take ITC of GST payable or paid on PSF and UDF. The airline
would only recover the actual PSF and UDF and GST payable on such PSF and UDF by the airline operator.
The amount so recovered will be excluded from the value of supplies made by the airline to its passengers.
In other words, the airline shall not be liable to pay GST on the PSF and UDF (for airport services
provided by airport licensee), provided the airline satisfies the conditions prescribed for a pure agent
under Rule 33 of the CGST Rules. Th i

SF and UDF on th

passengers, who are the ulti i of the
i invoice issued

airport services, may take ITC of GST pait™©
y the airline to them.
-~

QO airport operators shall n t F collected bi them from t@ mﬁssem‘gerstmwh

the airlines. Since, the airport operators are collecting PSF and UDF Jinclusive of ST/GST, there is no
e ) >

-

guestion of their not p'ayinsz ST/GST collected by them to the Government.
— B

The collection charges paid by airport operator t are a consideration for the services
by the airlines to the airport operator (AAl, DAIL, MAIL etc) and aﬁlineiﬂa—ltwﬂble to pay G=i

C of the same will be available with the airport operator. Tox VU

TQA-N.SVBOEML Bose Fod! S;gg
&

same under forward charge

ENWWM 7y IWO
ﬁl/ LNT P{\m a: @ f'——_F 00
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/
LE 34 — Rate of exchange of currency, other than Indian rupees, for

determination of value \/o-we &[’ 30(’(717 tn

As: The relevant rate of exchange for determining the value of taxable goods is the rate nqatified by
BIQu/s 14 of the Customs Act, 1962, Lrevalen on i i

ervices: The relevant rate of exchange for determining the value of taxable service is_lthe rate
determined a @ prevalent on the date of time of supply of said service. y

e

RULE 35 - Value of supplﬂnclusive of IGST, CGST, SGST, UTGST \

— ———

Where the value of supply is inclusive of GST, the tax amount is determined in the following manner:
-——

eSS
Tax amount = (Value inclusive of taxg‘s§ GST ratgli%) [IGST or CGST, SGST/UTGST] /

‘ - T 10T =

(100 + sum of GST rates inﬁ%t)0 ,r
Illustration: If the value inclusive of tax is X 100 and applicable GST rateb'ﬁl % [IGST or CGST, SGST/UTGST]
p—_

then,
Tax amount = (100x18)/(100+18)£ 1800/118= X 15.25

Coratwen § COCOnedsT B |31C /" G

frope .
Lad on, B9ST2 UDF chongs 18 6N

o5t
,@ U.OJV\\\\‘?' t;n?:"*\l:n g et REbhed ‘
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VALUE OF SUPPLY

Taxabhilitv of No Claim Bonus offered by Insurance companies [Circular No. 186/18/2022-GST
dated 27/12/2022]

-—

ssue: Whether No Claim Bonus provided by the insurangrﬁany to the insured can be considered as
admissible discount for the purpose of determingﬁﬁ of value of supply of insurance service provided

by the insurance company to the insured?

/F@Theinsurance companies make the disclgsure of the fact of availability of discount in form of No Claim
Bonus, subject to certain conditions, to the inSured in insurance policy document itself and @
the details of the no claim Bonus in_the ijvoices alsa The pre-disclosure of NCB amount in te-potity

documents and specific mention of the disc&gnt in form of No Claim Bonus in the invoice iGin consonance

5t supply under clause (a) of sub-
C“ A W as H[R\.WU’
/. 10 Wetory)

|/ = Qw0

with the conditions laid down

section (3) of sectigh 15 of the CGST Act.

Clarification: Ng Claim Bonus (NCB) is a permissible deductio

of calculation of value of supply of the insurance services provi
insured. Accordingly, where the ded

ded by the insurance company to the
bonus ' the invoice issued
actual insurance Bremium amount, payable by the

jon on account of No clai

Whether GST is applicable on the incentive paid by Ministry of Electronics and Information Technology

& RuPay D and low value

Facts: Under the Incentive scheme for promotion of RuPay Debit Cards and low value BHIM- UPI transaction>s,

GerceEage oF vaI} of RuPay Debit card

theng banks an incentive_as.a

transactions and low value BHIM-UPI transaetions uf to X 2000. The Payments and Settlements Systems Act,
2007 prohibits banks and szsteg:u_mgm' from chargi t from a person making or receiving a _
payment through@QRuPay Debit cards or BHIM-UPI:

——

Clarification: The incentive is in the nature of a subsidy directly linked to the price of the service and the
same does not form part of the taxable value of the transaction in view of the provisions of section 2(31)
and section 15. It is hereby clarified that incentives paid by MeitY to acquiring banks under the Incentive
scheme for promotion of RuPay Debit Cards and low value BHIM-UPI transactions are in the nature of

subsidy and thus not taxable. ' i‘i O O
| oAt el By (st 4o © oy

wy N
cl pp evh Laert me\M

:
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AMENDMENTS

VALUE OF SUPPLY

Taxability of No Claim Bonus offered by Insurance companies [Circular No. 186/18/2022-GST

dated 27/12/2022]

Issue: Whether No Claim Bonus provided by the insurance company to the insured can be considered as
an admissible discount for the purpose of determination of value of supply of insurance service provided
by the insurance company to the insured?

Facts: The insurance companies make the disclosure of the fact of availability of discount in form of No Claim
Bonus, subject to certain conditions, to the insured in the insurance policy document itself and also provide
the details of the no claim Bonus in the invoices also. The pre-disclosure of NCB amount in the policy
documents and specific mention of the discount in form of No Claim Bonus in the invoice is in consonance
with the conditions laid down for deduction of discount from the value of supply under clause (a) of sub-
section (3) of section 15 of the CGST Act.

Clarification: No Claim Bonus (NCB) is a permissible deduction u/s 15(3)(a) of the CGST Act for the purpose
of calculation of value of supply of the insurance services provided by the insurance company to the
insured. Accordingly, where the deduction on account of No claim bonus is provided in the invoice issued
by the insurer to the insured, GST shall be leviable on actual insurance premium amount, payable by the
policy holders to the insurer, after deduction of No Claim Bonus mentioned on the invoice.

Whether GST is applicable on the incentive paid by Ministry of Electronics and Information Technology
(MeitY) to acquiring banks under the Incentive scheme for promotion of RuPay Debit Cards and low value
BHIM-UPI transactions

Facts: Under the Incentive scheme for promotion of RuPay Debit Cards and low value BHIM- UPI transactions,
the Government pays the acquiring banks an incentive as a percentage of value of RuPay Debit card
transactions and low value BHIM-UPI transactions up to X 2000. The Payments and Settlements Systems Act,
2007 prohibits banks and system providers from charging any amount from a person making or receiving a
payment through RuPay Debit cards or BHIM-UPI.

Clarification: The incentive is in the nature of a subsidy directly linked to the price of the service and the
same does not form part of the taxable value of the transaction in view of the provisions of section 2(31)
and section 15. It is hereby clarified that incentives paid by MeitY to acquiring banks under the Incentive
scheme for promotion of RuPay Debit Cards and low value BHIM-UPI transactions are in the nature of
subsidy and thus not taxable.
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