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1.GST IN INDIA 8 AN INTRODUCTION

A. WHAT IS A TAX?
1. A tax may be defined as"g@ecuniary burden laid upon individuals or property owners to
support theGovernmenta payment exacted by legislative authority.
2. Atax"isnot a voluntary paymenbr donation, but an enforced contribution, exacted pursuant
to legislative authority".
3. In simple words, tax is nothing but money that people have to pay to the Government, whic
is used to provide public services.

-

B. TYPES OF TAXESxes are broadly classified into direct and indirect taxes.
1. Direct Taxes:
a. Adirecttax is a kind of charge, whiclingposed directly on the taxpayand paid directly
to the Government by the persons (juristic or natural) on whom it is imposed.
b. A direct tax is one thatannot be shiftey the taxpayer to someone else.
c. A significant direct tax imposed in Indiarisome tax.
2. Indirect Taxes:
a. If the taxpayer is just a cond(ihannel)land at every stage thix incidence is passed on
till it finally reaches the consumer, who really bears the brunt of it, such tax is indirect tax.
b. An indirect tax is one thatan be shiftedy the taxpayer to someone else.
c. lIts incidence is borne by the consumendio ultimately consume the product or the
service, while the immediate liability to pay the tax may fall upon another person such ag
a manufacturer or provider of service or seller of goods.
d. Also callecconsumption taxesthey are regressive in nature because they are not based
on the principle of ability to pay.
e. All the consumers, including the economically challenged bear the brunt of the indireqt
taxes equally.
f. Indirect taxes are levied on consumption, expenditure, privilege, or right but not on|
income or property.

C. GOODS AND SERVICES:GaRds and services tax means
a. any tax on supply of goods, or services or both
b. except taxes on the supply of the alcoholic liquor for human consumption.

D. GENESIS OF GST IN INDIA
1. Earlier, a number of indirect taxes were leviedindia, namely, excise duty, customs duty,
service tax, central sales tax (CST), value added tax (VAT), entry tax, purchase fax,
entertainment tax, tax on lottery, betting and gambling, luxury tax, tax on advertisements
etc.
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In the year 2000, the then Prime ministet
introduced the concept of GSR and set u Amendment) Bill was
a committee to design a GST model fo introduced in Lok
the country 2006

However, indirect taxation in India witnessed a paradigm smiffuly 01, 201,7nto a unified
indirect tax regime wherein a large number of Central and State indirect taxes wers
amalgamated into a single taxGoods and Services Tax (GST).

The introduction of GST has been a very significant step in the field of indirect tax reforms
India.

tGST regime. The Constitution (122

Sabha. Aug 2016

GST Council GST Council recommends
recommends all CGST, SGDT, IGST, UTGS
rules Apr 2017 Compensation Cess Bill Sep2016
May 2017 CGST, IGST, UTGST a Mar 2017 1st GST
All States Compensation Cess Act: Council
30" Jun assed
exceptJ & K p
passedtheir 2017
SGST Act
15t July 2017 8" July 2017
‘ Journey
continues
GST launched SGST Act passed by J&K; CGST

E. FEATURES OF INDIRECT TAXES

a.

§ —3

2000 Announcement by Union 2014 The  Constitution
Finance Minister, during budget (101st Amendment)
of 200607 that GSTwould be Act was enacted
introduced from 01 April 2010

IGST Ordinances promulgated tc
extend GST to J&K.

An important source of revenueindirect taxes are a major source of tax revenues for
Governments worldwide and continue to grow as more countries move to consumption
oriented tax regimes. In India, indirect taxes contribut@re than 50% of the total tax
revenues of Central and State Governments.

Tax on commodities and serviceft is levied on commodities at the time of supply or

manufacture or purchase or sale or import/export thereof. Hence, it is also known a$

commodity taxationlt is also levied on supply of services.

Shifting of burden:There isa clear shifting of tax burden in respect of indirect taxeer
example, GST paid by the supplier of the goods is recovered from the buyer by including t
tax in the cost of the commodity.

No perception of direct pinchSince value of indirect taxes is generailyuilt in the price of
the_commodity,most of the time the tax payer/consumer pays the same without actually
knowing that he is paying tax to the Government. Thus, tax payer does not perceive a dire
pinch while paying indirect taxes.

=)

e

Cct
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e.

f.

F. CONCEPT OF GST

Inflationary: Tax imposed on commodities and services causes apuadt price spiral. In
other words, indirect taxation directlgffects the prices of commodities and servicesl
leads to inflationary trend.

Wider tax baseUnlike direct taxes, the indirect taxésive a wide tax baséviajority of the
products or services are subject to indirect taxes with low thresholds.

Promotes social welfareHigher taxes are imposesh the consumption oharmful products
6rtaz2 1y2é6y a WaiAy 3F22RaQu adzOK Fa I|f 03
checks their consumption but also enables the State to collect substantial revenue.
Regressive in natureGenerally, the indirect taxes are regressive in natlifee rich and the
poor have to pay the same ratef indirect taxes on certain commodities of mass
consumption. This may furth@mncrease the income disparitié®tween the rich and the poor.

1. Value Added TaxGST is a value added faxied on supply.e., manufacture or sale of goods
and provision of services.

2. Continuous chain of tax creditsGST offercomprehensive and continuous chain of tax
credits from the producer's point/service provider's point up to the retailer's
t S@StkO2yadzySNRa t S@St GKSNBoeé dGlFEAy3a 2y

3. Burden borne by final consumer:

a. The supplier at each stagepsrmitted to avail credit of GST paod the purchase of goods
and/or services and can set off this credit against the GST payable on the supply of god
and services to be made by him.

b. Thus, only thdinal consumer bears the GST chardmdthe last supplier in the supply
chain, with setoff benefits at all the previous stages.

4. No Cascading of TaxeSince, only the value added at each stage is taxed under GST, therel|i
no tax on tax or cascading of taxesder GST system. The same can be understood better
with the help of the following example:

MANUFACTURE% DISTRIBUTORA RETAILER CONSUMER

6 0 6 0 6 o W 6 0
Cost:1,00,000 Cost: 1,00,000 Cost: 1,11,200 Cost:1,60,291.2
GST@ 18%=  |Profit: 11,200 Profit: 24,640 (1,35,840+24,451.20)
18,000 Sale Price: 1,11,200 [Sale Price:1,35,840

GST @8% GST@18%
20,016 24,451.20
Input Tax Credit= NILInput Tax Credit= 18,0(lnput Tax Credit = Rslnput Tax Credit= NIL
20,016

Paid to GovernmenPaid to GovernmenPaid to GovernmenTax Borne by the
GST = 18,000 GST = 2,016 GST4,435.20 Consumer

(Output tax- Input tax) |(Output tax- Input tax) (18,000+2,016+4,435.2
= 24,451.20
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Value  Addition VValue Addition= 11,20(Value Addition=24,640 |Value Addition= NIL
1,00,000 GST @8%=2,016  |GST @ 18%= 4,435.2(
GST @ 18% = 18,00

G. DUAL GST:
1.
2.

»

H. NEED FOR GST IN INDIAe deficiencies in the existing indirect taxation system led to the
introduction of the GST in India.
Deficiencies in existing indirect taxation:
1.

India has adopted Bual GSTodel in view of the federal structure of the country.
ConsequentlyCentre and States simultaneously levy G8&Ttaxable supply of goods or
services or both, which takes place within a State or Union Territory.
Thus, tax is imposed concurrently by the Centre and States, i.e. Centre and States
simultaneously tax goods and services.
Now, the Centre also has the power to tax in8tate sales & States are also empowered to
tax services.
GST extends to whole of Indiecluding the State of Jammu and Kashmir.
GST is destinationbased consumption tax.
GST in case ontra Sate Supply: s a general rule, where the location of the supplier and the
place of supply of goods or services are in the same State/Union territory, it is treated as intr
State supply of goods or services respectively
a. Central Goods and Services Tax (CA8Vied and collected by Central Government,
b. State Goods and Services Tax (SGl8Vied and collected by State Governments/Union
Territories with Legislatures and
c. Union Territory Goods and Services Tax (UTG&7@d and collected by Union Territories
without Legislatures
GST in case of Inter State Supply:
a. Where the location of the supplier and the place of supply of goods or services are in
i. two different States or
ii. two different Union Territories or
iii. a State and a Union territory,
it is treated as inteiState supply of goods @ervices.

-

b. Inter-State supplies of taxable goods and/or services are subjdotegrated Goods and

Services Tax (IGSIQST is the sum total of CGST and SGST/UTGST and is levied by Cgntre

on all interState supplies.

Under the earlier indirect tax regime, despite the introduction of the principle of taxation of
value added in Indig at the Central level in the form of CENVAT (Central Excise) and at the
State level in the form of State VATIits application always reni@ed piecemeal and
fragmented on account of the following reasons:
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. Double TaxationCertain transactions were subject to double taxation and were taxed ag

. Cascading of taxe€CENVAT did not include chain of value addition in the distributive

. No Set off:.Though CENVAT and Statevel VAT were essentially value added taxes, set

. Multiple taxes: There were several taxes in the States, such as, Luxury Tax, Entertainmg
Tax, etc. which were not subsumed in the VAT. Hence for a single transaction, multiple

. Cascading effect of CSTST was another source of distortion in terms of its cascading

TAXES SUBSUMED IN G®€:various central, State and local levies were examined to identify

their possibility of being subsumed under GST. While identifying, the following principles weie

kept in mind:

1. Taxes or levies to be subsumed shouldpbenarily in the nature of indirect taxe®ither on
the supply of goods or on the supply of services.

both goods and services, since under the earlier regime, distinction between goods ar
services was often blurred.
Example: Under earlier tax regime, software was subject to both service tax and VAT. T
was so because both sale of goods and provision of service were involved and theref
taxable event under both the Statutes i.e., respective VAT law and servitzavtaot
triggered. This aspect has been taken care of under GST law.

trade after the stage of production. Similarly, in the Steteel VAT, CENVAT load on the
goods was not removed. This led to the cascading of taxes.

Example! Y RSNJ S NI ASNJ GFE NBIAYSI A FanddeRchB®R a
duty was payable @ 12.5% and VAT was payable @ 14.30%, the billing was being don
under:

Assessable value of goods under excise law 1,000

Excise duty @ 12.5% 125

Taxable value for VAT 1,125

VAT @ 14.30% 160.88

Total invoice value 1,285.88 c

off of one against the credit of another was not possible as CENVAT was a central levy
and StateLevel VAT was a State levy.

taxes in multiple forms were required to be paid.
Reduction of tax base for State Governmentél/ith service sector being the fastest

growing sector in the economy, the exclusion of services from the tax base of the Stat¢s

potentially eroded their taxbuoyancy.

nature since it was ncVATABLE.
Example Under earlier tax regime, if a dealer in Delhi purchases goods from 3
YIydzFF OGdzNENJ Ay t dzyal 6 T 2-ldd sellsssuch gooddwithin H

58t KA TN KSmiihEk N} §S 2y &1L ftS&8 A& mMurop}
CreRAG 2%a yeinklff26SR ¢ KA Sandmhericeityedealedhds Y F

G2 LI @& Mpn a ! ¢o
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J. SPECIAL TREATMENT FOR CERTAIN PRAE®ICiESevied on all goods and services, except
alcoholic liquor for human consumption and petroleum crude, diesel, petrolaAd Ratural gas.
1.

4.

. Taxes or levies to be subsumsghdould be part of the transaction chawhich commences

with import/ manufacture/ production of goods or provision of services at one end and the
consumption of goods and services at the other.
The subsuming of taxes should resulfrige flow of tax crediin intra and interState levels.

The taxes, levies and fees that were not specifically related to supply of goods & servicks

would not be subsumed under GST.
Revenue fairnes®r both the Union and the States individually would need to be attempted.
Taking the above principles into account, following taxes were subsumed in the GST:

Central Taxes State Taxes
Q) central Excise Duty & Additional [ State surcharges and cesses in so far
Excise Duties as they relate to supply of goods &
Q) service Tax 0 S
D Excise Duty under Medicinal & Toilet Ent_Eﬂalnmem L FEKEpt Hes
P : levied by local bodies)
reparation Act . I - . -
. ax on lottery, betting and gambling
g VD & Special (VD o Entry Tax (All Forms) & Purchase Tax
Central Sales Tax O VAT/ Sales tax
Q central surcharges & Cesses in so far O Luxury Tax
as they relate to supply of goods & Ll Taxes on advertisements
services

Y :3\«

Alcoholic liqguor for human consumption:lt is outside the realm of GSTThe
manufacture/production of alcoholic liquor continues to babjected to State excise duty
and interState/intra-State sale of the samegsibject to CST/VAT respectively.

Petroleum crude, diesel, petrol, ATF and natural g&s regards petroleum crude, diesel,
petrol, ATF and natural gas are concerned, theynatepresently leviable to GSEST will be
levied on these products from date to be notified on the recommendations of the GST
Council.

Till such dategentral excise dutycontinues to be levied on manufacture/production of
petroleum crude, diesel, petrol, ATF and natural gas and-fBtate/intra-State sale of the
same is subject t€ST/ VATespectively.

TobaccoTobacco is within the purview of GST,G&T is leviable on tobacttowever, Union
Government has also retained the power to levy excise duties on tobacco and tobac
products manufactured in India. Resultantlyhacco is subject to GST as well as central excise
duty.

Opium, Indian hemp and other narcotic drugs and narcoti@pium, Indian hemp and other
narcotic drugs and narcotics are within the purview of GSTGSI is leviable on them.

However, State Governments have also retained the power to levy excise duties on sugh
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K. CONSTITUTIONAL PROVISIONS REGARAXAGION
The significant provisions of the Constitution relating to taxation are:
1. Article 265:Article 265 of the Constitution of India prohibits arbitrary collection of tax. It

products manufactured in India. Resultantly, Opium, Indian hemp and other narcotic drugs
and narcotics are subject 8ST as well as State excise duties.

58 {SOLSR 2 NIKE2 fiiSaG &
i+ E

statesthatt y2 G E & KI f €
2F flgé¢ YSEHya GKI G
the Legislature imposing the tax.

. Article 245:Part Xl of the Constitution deals with relationship between the Union and States

LINRLI2AaSR (2 o085

The power for enacting the laws is conferred on the Parliament and on the Legislature of|a

State by Article 245 of the Constitution. The said Article provides as under:

a. Subject to the provisions of this @stitution, Parliamentmay make laws for the whole or
any part of the territory of Indiaand thelegislature of a Statenay make laws for the
whole or any part of the State.

b. No law made by the Parliament shall be deemed to be invalid on the ground that it woulgl
haveextraterritorial operation.

. Article 246:1t gives the respective authority to Union and State Governments for levying tax

. Seventh Schedule to Article 24&:contains three lists which enumerate the matters under

which the Union and the State Governments have the authority to make laws.

f oA

L. SIGNIFICANT PROVISIONS OF CONSTITUTION (101ST AMENDMENT)FORT LEYY6AND

LIST -1 LIST-1I -
: UNION dratenst | | LIST- Il | coNCURRENT
__A LsT _— st
It contains :
the matters it contains It contains the
, the matters ;
in  respect in respect of matters In
of which the which the res!::ect of
Parliament State which both
(Central Government the Central &
State
Government) . the o "
has the exclusive il s
exclusive right to have power to
right  to make laws . e
make laws.

COLLECTION OF GST:
1. Article 246A: Power to make laws with respect to Goods and Services Tax
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Newly inserted Article 246A

a. Notwithstanding anything contained in Articles 246 and 2P4rliament, andthe
Leqislatureof every State, have power to make laws with respect to goods and service
tax imposed by the Union or by such State.

b. Parliament has exclusive powermake laws with respect to goods and services tax where
the supply of goods, or of services, or both takes place in the coulséeofState trade

or commerce.

v)




2. Article 269A: Levy and collection of GST on in&tate supply
a.

3. Article 279A- GST Counki
a.

M. EXTENT & COMMENCEMENT OF GST LAW:

Central Goods and Services Tagt, 2017:CGST Act, 20Ektends to the whole of India
India means:

a.
b.

1.

C.
. State GST lawf the respective State/Union Territory with Legislature [Delhi, Puducherry and
Jammu & Kashmir] extends to whole of that State/Union Territory.

Article 269A stipulates that GST on supplies in the counsgavtState trade or commerce
shall beevied and collected by the Government of Indiad such tax shall be apportioned
between the Union and the States in the manner as may be provided by Parliament Ry
law on the recommendations of the Goods and Services Tax Council.

In addition to aboveimport of goods or services both into India will also be deemed to
be supply of goods and/ or services in the coursktdr-State trade or Commerce.

This will give power to Central Government to €86 T on the import transactiomsich
were earlier subject to Countervailing duty under the Customs Tariff Act,.1975

Article 279A of the Constitution empowers the President to constitute a joint forum of the
Centre and States namely, Goods & Services Tax Council (GST Council).

The provisions relating to GST Council camte force on 12th September, 2016.
President constituted the GST Council on 15th September, 2016.

The Union Finance Minister _is the Chairmahthis Council andMinistersin charge of
Finance/Taxation or any other Minister nominated by each of the States & UTs with
Legislatures are itmembers Besides, th&Jnion Minister of State in charge of Revenue
or Finance is also its member.

The function of the Council is tnake recommendations to the Union and the Stabes
important issues like tax rates, exemptions, threshold limits, dispute resolution etc.

It shall recommend thepecial provisions with respect to the Special Category States
There are 11 Special Category States, namely, Statdsuwmiachal Pradesh, Assam,
Jammu and Kashmir, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, Tripura,
Himachal Pradesh and Uttarakhand Special threshold limits for registration,
composition, exemptions, etc. have been recommended for some or all of these States
GST Council shall alscommend the date on which GST be levied on petroleum crude,
high speed diesel, motor spirit, natural gas and aviation turbine fuel

Every decision of the GST Council is taken fiojarity of not less than threéourths of

the weighted votes of the members present and votingpte of the Centre has a
weightage of onehird of total votes cast and votes of all the State Governments taken
together has a weightage of twihirds of the total votes cast, in that meeting

territory of India as referred to in article 1 of the Constitution

its territorial waters, seabed and stdwil underlying such waters, continental shelf,
exclusive economic zone any other maritime zone as referred to in the Territorial
Waters, Continental Shelf, Exclusive Economic Zone and other Maritime Zones Act, 19f6
the air space above its territory and territorial waters
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3.
4.

N. GST COMMON PORTAL
1.

O. COMPENSATION CESS
a.
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Integrated Goods and Services Tax Act, 2@kiends to the whole of India

Union Territory Goods and Services Tax Act, 2@kiends to the Union territorieéwithout
legislature)of the

a. Andaman and Nicobar Islands,

Lakshadweep,

Dadra and Nagar Haveli and Daman and Diu,

Ladakh,

Chandigarh and

other territory.

~®a00T

GST being destinationbased taxthe interState trade of goods and services (IGST) needed
a robust settlement mechanism amongst the States and the Centre.
A Common Portal was needeuhich could act as a clearing house and verify the claims and

inform the respective Governments to transfer the funds. This was possible only with the help

of a strong IT Infrastructure.
Resultantly, Common GST Electronic Partlvw.gst.gov.in¢ a websitemanaged by Goods
and Services Network (GSTh)company incorporated under the provisions of section 8 of

the Companies Act, 2013] is set by the Government to establish a uniform interface for the

tax payer and a common and shared IT infrastructure between the Centre and States.
The functions of the GSTN include

a. facilitating registration;

b. forwarding the returns to Central and State authorities;

computation and settlement of IGST;

matching of tax payment details with banking network;

® oo

taxpayer return information;
f. providing analysis of taxpayers' profile.

A GST Compensation Cess at specified rate has been imposed under the Goods and Ser
Tax (Compensation to States) Cess Act, 2017 on the specified luxury items or demerit gog
like pan masala, tobacco, aerated waters, motor cars etc., computed on vélizxable
supply.

Compensation cess is leviable on irBtate supplies and inteBtate supplies with a view to

provide for compensation to the States for the loss of revenue arising on account df

implementation of the GST.
Compensation is to be provided to a State for a period of 5 years from the date on which th
State brings its SGST Act into force.

Initially, GST compensation cess was levied for a period of 5 years upto 30th June, 20
However, its levy and collection has been extended till 31st March, ZB@&fication No.

1/2022 Compensation Cess dated 24.07.2022]

providing various MIS reports to the Central and the State Governments based on the

/ices
ds,
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P. GSPs/ASPs

a. GSTN has selected certain IT, ITeS and financial technology companies, to be called GSP

b. GSPs develop applications to be used by taxpayers for interacting with the GSTN.

c. They facilitate the tax payers in uploading invoices as well as filing of returns and act ag a
single stop shop for GST related services.

d. They customize products that address the needs of different segment of users.

e. GSPs may take the help of ASPs who act as a link between taxpayers and GSPs.

f. Hence, we can say that GSPs will act as link between taxpayer and GSTN portal, and ASK will
act as link between taxpayer and GSPs.

UJ

Q. BENEFITS OF GS&BET is a wiwin situation for the entire country. It brings benefits to all the
stakeholders of industry, Government and the consumer. The significant benefits of GST gre
discussed hereunder:

1. BENEFITS TO ECONOMY:

a. Creation of unified national marketGST aims to make Indiacammon market with
common tax rates and proceduraad remove the economic barriers thus paving the way
for an integrated economy at the national level.

b.. 22al0 (G2 Wal | SDAY LBOXRBSEAUIIAYWARRINGEDHSGE G (2
of the Government of India byaking goods and services produced in India competitive
in the national as well as international markdtis will create India as a manufacturing
hub.

c. Enhanced investment and employmenthe subsuming of major Central and State taxes
in GST, complete and comprehensive-g#tof input tax on goods and services and
phasing out of Central Sales Tax (C&dyces the cost of locally manufactured goods and
services and increases the competitiveness of Indian gomatd services in the
international market and thus, gives boost to investments and Indian exports. With ¢
boost in exports and manufacturing activity, more employment will be generated and GDP
will increase.

-

2. SIMPLIFIED TAX STRUCTURE
a. Ease of doing businesSimpler tax regime with fewer exemptions along with reduction
in multiplicity of taxes under GST has legtmplification and uniformity in tax structure.
The uniformity in laws, procedures and tax rates across the country makes doing busingss
easier.
b. Certainty in tax administration:Common system of classification of goods and services
across the country ensures certainty in tax administration across India.

3. EASY TAX COMPLIANCE
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a. Automated procedures with greater use of ITEhere are simplified and automated
procedures for various processes such as registration, returns, refunds, tax pay&eénts.
interaction is primarily through the common GSTN portiaérefore, less public interface
between the taxpayer and the tax administration.

b. Reduction in compliance costsfhe compliance cost is lesser under GSTakiple
record-keeping for a variety of taxes is not need#éukrefore, there is lesser investment
of resources and manpower in maintaining records. The uniformity in laws, procedure|
and tax rates across the country goes a long way in reducing the compliance cost.

vl

4. ADVANTAGES FOR TRADE AND INDUSTRY

a. Benefits to industry:GST has given more relief to industry, trade and agriculture through
a more comprehensive and wider coverage of input taxasetand service tax setff,
subsuming of several Central and State taxes in the GST and phasing out of CST. |The
transparent and complete chain of seffs which results in widening of tax base and
better tax compliance also leads to lowering of tax burden on an average dealer in trade
and industry.

b. Mitigation of ill effects of cascadingBy sibsuming most of the Central and State taxes
into a single taxand by allowing a setff of prior-stage taxes for the transactions across
the entire value chain, it helps in mitigating the ill effects of cascading, improving
competitiveness and improving liquidity of the businesses.

c. Benefits to small traders and entrepreneur§SST has increased thiereshold for GST
reqistration for small businessdsurther, single registration is needed in one State. Small
businesses have also been provided the additional benefit of composition scheme. With
the creation of a seamless national market across the country, small enterprises have ln
opportunity to expandheir national footprint with minimal investment.
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QUESTIONS:

1. Differentiate between direct and indirect taxes.
Answer:Refer point B

2. Enumerate major direct and indirect taxes.
Answer:Major indirect taxes are goods and services tax and customs duty and direct tax is incom
tax.

3. Explain the salient features of indirect taxes.
Answer:Refer Point E

4. Write a short note on various Lists provided under Seventh Schedule toGbastitution of
India.
Answer:Refer Point K(4)

5. Discuss the deficiencies in the existing indirect taxes which led to the need for ushering into G
regime.
Answer:Refer PoinH

6. Discuss the dual GST model as introduced in India.
Answer:Refer Point G

7. List the Central and State levies which have been subsumed in GST in India.
Answer:Refer Point |

8. Discuss the functions of the common GST portal.
Answer:Refer Point N

9. Briefly explain the leviability of GST or otherwise on petroleum crude, diesel, petrol, Aviation
Turbine Fuel (ATF) and natural gas.

Answer:

Petroleum crude, diesel, petrol, ATF and natural gas are presently not leviable to GST. GST wi|

levied on these products from a date to be notified on the recommendations of the GST Council. T

such date, central excise duty continues to be leviedhamufacture/production of petroleum crude,
diesel, petrol, ATF and natural gas and iff¢ate/intra-State sale of the same is subject to CST/ VAT
respectively.

10.Elaborate the principles that were borne in mind while subsuming various central, State and
local levies, under GST.
Answer:Refer Point |

11.GST is a simplified tax structure. Justify the statement.
Answer:

GST is a simplified tax structure. The statement is justified. Simpler tax regime with fewer exemptig

along with reduction in multiplicity of taxes under GST has led to simplification and uniformity in tgx

structure. The uniformity in laws, procedurestatax rates across the country makes doing business

ST

| be
ill
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easier. Common system of classification of goods and services across the country ensures certginty

in tax administration across India

12.List the advantages that GST accrues to the trade and industry.

Answer:Refer Point Q(4)

13. List the special category States as prescribed in Article 279A of the Constitution of India.
Answer:

GST is a simplified tax structure. The statement is justified. Simpler tax regime with fewer exemptid
along withreduction in multiplicity of taxes under GST has led to simplification and uniformity in ta
structure. The uniformity in laws, procedures and tax rates across the country makes doing busing
easier. Common system of classification of goods and servitessathe country ensures certainty
in tax administration across India

14.Discuss the leviabilty of GST or otherwise on tobacco.

Answer:

ns

eSS

Tobacco is within the purview of GST, i.e. GST is leviable on tobacco. However, Union Governnpent

has also retained the power to levy excise duties on tobacco and tobacco products manufactured
India. Resultantly, tobacco is subject to GST as well agatentise duty.

n
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2. SUPPLY UNDER GST

LWMICONCEPT OF SUPPLY UNDE

Relevant sections of the act relating to concepsopply:

1. Section 7- Meaning and scope of supply
Section 8 Taxability of composite and mixed supplies
Schedule } Activities to be treated as supply even if made without consideration
Schedule I} Activities or transactions to be treated as supply of goods or as supply of service
Schedule 11} Activities or transactions which shall be treated neither as supply of goods nof
as supply of services

ok wbd

MISECTION-MEANING AND SCOPE OF SU

Subsection Provision

(2) (a) all forms of supplyof goods or services or both such as sale, trans
barter, exchange, licence, rental, lease or disposal made or agreed
made for a consideratioty a person in thecourse or furtherance o
business

(aa)the activities or transactions, by a persather than an individual, to it
members or constituent®r viceversa, for cash, deferred payment
other valuable consideration.
Explanation For the purposes of this clause, it is hereby clarified t
notwithstanding anything containeith any other law for the time being i
force or any judgment, decree or order of any Court, tribunal or autho
the person and its members or constituents shall be deemed to be
separate personand the supply of activities or transactions inter se s
be deemed to take place from one such person to anothe

(b) importation of servicesfor a considerationvhether or not in the course
or furtherance of businesand

(c) the activities specified i®chedule Imade or agreed to be madeithout
aconsideration,

(1A) where certain activities or transactions, constitute a supply in accord

with the provisions of sulsection (1), they shall be treategither as supply o

goods or supply of services as referred t&ehedule |I.

(2) Notwithstanding anything contained in stdection (1),

(a) activities or transactions specified 8thedule Itlor

(b) such activities or transactionsmdertaken by the Central Government
State Government or any local authority which they are engaged ¢
public authorities, as may be notified by the Government on
recommendations of the Council

shall be treatecheither as a supply of goods nor a supply of services.
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3) Subject to suksections (1), (1A) & (2), the Government may, on
recommendations of the Council, specify, by notification, the transact
that are to be treated as

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

OMDETAILED ANALYSIS OF SEC

1. SUPPLY SHOULD BE OF GOODS OR SER/BIEFS
a. Meaning of @ods[Section 2(52)]Goodsmeans every kind of movable property
I. other than money and securities
ii. butincludesactionable claimgrowing crops, grass and things attached to or forming
part of the land which are agreed to be severed before supply or under a contract of

supply.

b. Meaning ofActionable claim Actionable clainmeans a
iii. claim to any debtpther than a debt secured by mortgage of immovable property or
by hypothecation or pledge of movable property, or
iv. claim to any beneficial interest in_movable properypt in the possession, either
actual or constructive, of the claimant, which the civil courts recognise as affording
grounds for relief,
whether such debt or beneficial interest legistent, accruing, conditional or contingent.

c. Meaning of Money. Money means the Indian legal tender or any foreign currency,
cheque, promissory note, bill of exchange, letter of credit, draft, pay order, traveller
cheque, money order, postal or electronic remittance or any other instrument recognise
by the Reserve Bank aidia when used as a consideration to settle an obligation or
exchange with Indian legal tender of another denomination bhbéll not include any
currency that is held for its numismatic vali&ection 2(75)]

d. Meaning ofservices Servicesneans anything other than goods, money and securities
but
I. includesactivities relating to the use of money
ii. includesactivities related taonversion by cash or by any other moé®m one form,
currency or denomination, to another form, currency or denomination for which a
separate consideration is charged.

Note: Supply of anything other than goods or services like money, securities etc. does
not attract GST.

2. SUPPLWCLUDES SPECIFIED FORMS OF SUPPLY:
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Various forms of supply contemplated in section 7(1)(a)sale, transfer, barter, exchange,
licence, rental, lease or disposHlowever, none of these terms have been defined under the
Act. Their dictionary meaning or otherwissre as follows:

a. Sale and Transfer:

. ¢KS RAOQUGAZ2YIFNE YSI yAy3a 2specific8lihe trabsidr 6f S Q
ownership of and title to propertfrom one person to another for a price

ii. As per the Sale of Goods Act, 1930, a contract of sale of goods is a contract whergby
the seller transfers or agrees to transfer the property in goods to the buyer for a. price

ii. CAZNIKSNE (GKS GSNYXY WiNIyaFSND KIFa o6SSy
1 convey or remove from one place, person, etc., to another
1 pass or hand over from one to another
specifically, to make over the possession or control of.

Examples:

1. A shopkeeper sells a pen fot00 to the buyer. After the sale, the pen belongs to the
buyer and shopkeeper does not have any right on the pen. This is a transaction of sgle.

2. A company transfers goods from its factory to the depot for sale purposes. This |is
WiNFYYAFTSND 2F 3J22Ra 6KSNB (GKS alfS KIh

Note: Personincludes:
An individual
A HUF
A company
A firm
A Limited Liability Partnership
An association of persons or a body of individuals, whether incorporated or not, ir
India or outside India
g. Any corporation established by/under any Central, State or Provincial Act o
Government company as defined in section 2(45) of Companies Act, 2013
h. Any body corporate incorporated by or under the laws of a country outside India
A cooperative society registered under any law relating to cooperative societies
A local authority
Central Government/ State Government
Society as defined under the Societies Registration Act, 1860
. Trust
Every artificial juridical person, not falling above

~® a0 op

b. Barter and Exchange:
. ¢KS RAOGAZ2Y I NB YSI yaxghange2gbodsios deivices otheMNi
goods or services instead of using money
i. .ftF-01Qa [Fgs RAOQOUOAZ2YI NE RST xivifdr takikgOneld NI
thing for another.
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Examples:

1.

c. Licence, lease, rental and disposal:

Under GST, such licenses, leases and rentals of goods with or without transfer of right
use are covered under thgupply of service because there is no transfer of fitlsuch
supplies. Such transactions are specifically treatedusply of service in Schedule Il of
CGST Act

3. SUPPL$HOULD BE FOR CONSIDERATION:
a. Meaning of ConsiderationConsideration in relation to the supply of goods or services or
both includes:

. When there is a barter of goods or services, same activity constitutes supply as well

. The meaning ofitase€) A &  (il€gal ¥dreknsent by which money is paid in order

While barter deals with a transaction which only includes an exchange ol
goods/servicesgxchange may cover a situation where the goods are paid for partly in
goods and partly in money.

-

consideration.

When a new car worth 5,00,000 is purchased in exchange of an old car akldtiy

the monetary consideration of4,00,000 paid for the said purchase.

A doctor got his hair cut from a barber and provides him medical consultancy in retur
In this transaction, the doctor provided the medical consultancy services to the barb¢r
for which consideration was in the form of hair cutting services provided lbatber.
Similarly, the barber provided hair cutting services to the doctor for which
consideration was in the form of medical consultancy services provided by the doctdr.

=

=

¢KS RAOUGAZ2YI NB Yicericad A ypa&Emigsidn ginmted byiicEnhtenty
authority to engage in a business or occupation or in an actititgrwise unlawful

.E P01 Qa g RWisposaDas/ thé\shle, fesldeA givihd away, use,
consumption or any other disposition of a thing

¢ KS RAOGA2Y eN3Q WaEranddyi¢riito R soethingr the amount
of money that you pay to rent something

to use land, a building, a vehicle, or a piece of equipment for an agreed period of timg

I. anypayment made or to be madevhether inmoney or otherwisein respect of,
in response to, or for the inducement of, the supply of goods or services or both
whether by the recipient or by any other persbnt shallnot include any subsidy
givenby the Central Government or a State Government,

ii. the monetary value of any act or forbearanda respect of, in response to, or for
the inducement of, the supply of goods or services or both, whetherthe
recipient or by any other persobut shallnot include any subsidy givesy the
Central Government or a State Government.
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However, aeposit givenn respect of the supply of goods or services or sithll not be
considered as paymembade for such supply unless tapplier applies such deposit as
considerationfor the said supply. [Section 2(31)].

b. Meaning of RecipientRecipientof supply of goods and/or services means

i. where a consideration is payable for the supply of goods or services or both, th
person who is liable to pay that consideration,

ii. where no consideration is payable for the supply of goods, the person to whom thg
goods are delivered or made available, or to whom possession or use of the goods
given or made available, and

iii. where no consideration is payable for the supply of a service, the person to whom th
service is rendered

And any reference to a person to whom a supply is made shall be construed as a referenfce

to the recipient of the supply and shall include an agent acting as such on behalf of tHe

recipient in relation to the goods or services or both supplied.

U

is

1%

c. Meaning of SupplierSuppliern relation to any goods or services or both, shall mean the
person supplying the said goods or services or both and shall include an agent acting|as
such on behalf of such supplier in relation to the goods or services or both supplied

d. Donations received by charitable institutions from individual donors, without quid pro
qguo ¢ No Consideration for Supply:
i. Animportant feature of consideration giid pro quo [something for something].
ii. Donations received by the charitable organisationstegated as consideration only
if there exists, quid pro qua,e., there is an obligation on part of recipient of the
donation or gift to do anything (supply a service).
iii. Generally charitable institutionsin order to express gratitude towards such
help/donation, place a name plate or similar such acknowledgement in their premises
iv. Such expression of gratitudeshich is not aimed at giving publicity to the donan
such manner that it would be an advertising or promotion of his business, then it caf
be said that there is no supply of service for a consideration
v. Therefore, there isio GST liabilitpn such consideratian
vi. Thus, GST is not leviable where all the following three conditions are satisfied namely:
1 Gift or donation is made to a charitable organization
1 Payment has the character of gift or donation
1 Purpose is philanthropic (i.e., it leads to no commercial gain) and nof
advertisement

ExampleSome examples of cases where there would be no taxable supply are as{ollows:
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a. Bhushan donated a blackboard to Yoganisht Sanstlagaaharitable yoga institution.
Yoganisht Sansthan printed underneath the blackboard so donale® 2 2 R 4 A [d K
FTNRY aN¥ . KdzaKl yeo

b. Smt. Durga Devi donated some money to a temple in the memory of her late fathey.
The Temple Trust constructed a room in the temple complex from such donation and
GNRGS a52yFGSR o6& {Yid 5dzNBHIFI 5SGA Ay [iK
the room.

e. Art works sent by artists to galleries for exhibition is not a supply as no consideration
flows from the gallery to the artists
I. Artists give their work of art to galleries where it is exhibited for supply.
ii. However, no consideration flows from the gallery to the artist when the art works are
sent to the gallery for exhibition and therefore, the same is not a supply.
ii. Itis only when a buyer selects a particular art work displayed at the gallery, that th¢
actual supply takes place and applicable GST would be payable at the time of su

supply

14

T
>

4. SUPPL$¥HOULD BE IN COURSE OF FURTHERANCE OF BUSINESS:

a. Meaning of Risiness Businessncludesg

i. anytrade, commerce, manufacture, profession, vocation, adventure, wageany
other similar activitywhether or not it is for a pecuniary benefit

ii. any activity or transaction in connection with iacidental or ancillaryo (a) above;

iii. any activity or transaction in the nature of (a) abowhether or not there is volume,
frequency, continuity or reqularitgf such transaction;

iv. supply or acquisition of goods including capital assets and seiicesinection with
commencement or closure of business;

V. provision by eclub, association, society, or any such b@fty a subscription or any
other consideration) of the facilities or benefits to its members, as the case may be;

vi. admissionfor a consideration, gbersons to any premiseand

vii. services supplietly a person as the holder of an office which has been accepted by
him in the course or furtherance of his trade, profession or vocation;

viii.activities of a race clumcluding by way of totalisator or a license to book maker or
activities licensed book maker in maker in such club such club

iXx. any activity or transaction undertaken by th€entral Government, a State
Government or any local authoritg which they are engaged as public authorities.

Example:
Let us try to answer whether tHellowing activities fall/ do not fall under business:

Activity Supply/Not |
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1. Rishabh buys a car for his personal use and after a year sells it tg Not supply
dealer.

2.alyYATIFNYALF &a2ftR KSNJ 2f R 32 f | Notsupply
WSgSttSNERQOD

3. Sundaram Acharya, a famous actor, paints some paintings and Supply
them. The consideration from such sale is to be donated to a Char
Trustc WYAY R | dzYl y Qo

4. A Resident Welfare Association provides the service of depositin Supply
electricity bills of the residents in lieu of some nominal charges.

5. Services by way of admission to circus, cinema halls, amusement Supply
including theme parks, water parks, etc.

6. Royal Turf Race Club is engaged in facilitating the wagering (be] Supply
transactions on horses placed through totalisator. For providing
service of facilitating wagering transactions, Royal Turf Race Clul
commission which is deducted and retaingdiee club from the tota
bet value.

b. Exception- Importation of services, for a consideration whether or not in the course or
furtherance of business [Sec 7(1)(b)Ihe importation of services for a consideration
whether or not in the course or furtherance of business. This is the only exception to th
condition of supply being made in course or furtherance of business.

1Y%

Example: Ramaiyaa, a proprietor, has received the architect services for his house from|an
architect located in New York at an agreed consideration of $ 5,000. The import of servides
by Ramaiyaa is supply under section 7(1)(b) though it is not in coufsghmrance of
business.

5. SECTION 7(1)(a&ctivities or transactions, by a person, other than an individual, to its members
or constituents or vicerersa, for cash, deferred payment or other valuable consideration

Further, an explanation has also been inserted to section 7(1)(aa), to clarify that for the purpoge
of this clause, the person and its members/ constitueshgll be deemed to be two separate
personsand the supply of activities/ transactions inter se shall be deemed to take place from on
person to another. The clarification provides for aon-obstante clauseas it shall have an
overriding effect over anything contained in any other law for the time being in force or any
judgment, decree or order of anyoQrt, tribunal or authority. This explanation prevents the use
of doctrine of mutuality by such person(s) to avoid GST liability.

DISCHEDULIE ACTIVITIES TO BE TREATED AS SUPPLY EVEN IF MADE WITHOUT CO
[SEC 7(1)(C

The following activities will be treated as supply, even if made without consideration:

D
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Para No Particulars

Permanent transfer or disposal blisiness assets where input tax credit has b
availed on such asset.

Supply of goods or services or both between related persons or between di
persons as specified in section 25, when made in the course or furtheran
business.

Provided that gifts not exceeding fifty thousand rupees in value in a financia
by an employer to an employee shall not be treated as supply of goods or se
or both

Supply of goods

a. by a principal to his agent where the agent undertakes to supply such gog
behalf of the principal; or

b. by an agent to his principal where the agent undertakes to receive such ¢
on behalf of the principal.

Import of services by a person from a related person or from any of his ¢
establishments outside India, the course or furtherance of business.

PERMANENT TRANSFER/DISPOSAL OF BUSINESS ASSETS [PARA 1 OF SCHEDULE
a.

In order to qualify as supply under this para, following conditions need to be satisfied:
i. There must be disposal or transfer of business assets

ii. Transfer/disposal must bgermanent.

iii. ITC must have been availed such business assets.

Example:

1 Dhruv gives old laptops being used in his business to his friend free of cost. This will

qualify as supply provided input tax credit has baeailed by Dhruv on such laptops

1 X Ltd has transferred a plant and machinery to its subsidiary company Y Ltd, without
consideration. This will qualify as supply provided input tax credit has been availed lpy

X Ltd on such plant and machinery

In view of the last conditiorstated above, permanent transfer/disposal of following

business assets, without consideration, will not be covered within this para and thus wi

not be deemed as supply:

i. Business assets avhich ITC is blocked/not availahleder GST

il. Business assets though eligible for ITK has not been availdyy the registered
person.

Example: A dealer of anonditioners permanently transfers the motor vehicle free of cost.

ITC on said motor vehicle is blocked. The transaction will not constitute a supply as the

condition of availment of ITC on the business asset transferred is filtgdul
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SUPPLY BETWERRLATED PERSANRWIESTINCT PERSANSARA 2 OF SCHEDULE |

a. Related PersonsThe persons will be deemed as related if:
i. { dZOK LISNB2Yya INBE 2FFAOSNAKRANBOUGUZ2NE 2F

. Distinct Persons:

ii. Such persons are legally recognised partners

iii. Such persons are employer & employee

iv.! GKANR LISNBR2Yy O2yiGNRf ak 2¢6yak K2fRa
of both of them

v. One of them controls (directly/indirectly) the other

vi. A third person control (directly/indirectly) both of them

vii. Such persons together control (directly/indirectly) a third person

viii.Such persons are members of the same family

ix. One of them is the sole agent/sole distributor/sole concessionaire of the other

Example:Q Ltd. has a deciding role in corporate policy, operations management anfl

quality control of R Ltd. It can be said that Q Ltd. controls R Ltd. Thus, Q Ltd. and R Ltd.
related.

Note: Familymeans

1 the spouse and children of the person, and

1 the parents, grangbarents, brothers and sisters of the person if they are wholly or
mainly dependent on the said person [Section 2(49)].

i. The establishments of a persavith separate registrations whether within the same
State/UT or in different States/UBse considered as distinct persons.
ExampleMohan, a Chartered Accountant, has a registered head offidelim. He has
also obtained registration in the State of West Bengal in respect of his newly openg
branch office. Mohan shall be treated as distinct persons in respect of registrations
West Bengal and Delhi.

ii. Where a person having one registered establishment in a State/UT has anothe
establishment in a different State/UT [not necessarily registered], these
establishments are considered as establishments of distinct persons.

Example: Rishabh Enterprises, a registered supplier, owns arongitioned

restaurant in Virar, Maharashtra. It has opened a liquor shop in Raipur, Uttarakhangl

for trading of alcoholic liquor for human consumption. Since supply of alcoholic liqud
for human consumption in Uttarakhand is a A@axable supply, Rishabmterprises is

not required to obtain registration with respect to the same in Uttarakhand. In this
case, aiconditioned restaurant in Maharashtra and liquor shop [though unregistered]

in Uttarakhand shall be treated as establishments of distinct persons. Supply Ry

Maharashtra restaurant to Uttarakhand shop, in course or furtherance of business
even without consideration will qualify as supply.
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c. Stock transfers or branch transfers qualify as supply:

e. Clarification on Sales promotion schemes

i. Itis common practice in businedgt:
1 one branch supplies services to another branch of same entity without
consideration
1 goods are transferred among different units of same entity free of cost, for
instance, distribution of samples manufactured in a factory to different branches
or transfer of goods from factory to depot/showroom for sale therefrom
1 one warehouse to another warehouséthout consideration.
ii. These transactions are termed as sglpplies.
iii. Under GST, these transactions undertaken, without consideration, will also qualify gs
supply, provided the transfer of goods or services is between:
1 different locations (with separate GST registrations) of same legal entity as thesg
are transactions between distinct persons, or
1 establishments of distinct persons.

Note: However, transfer between two units of a legattity under single registration

(apparently within same State) will not be considered as supply. This can be understogd

with the help of the following example:

. Supply of goods or services or both between an employer and employee:
i. Gifts by employer to employeeProviso to Para 2 of Schedule | provides that gifts up

02 pnnnn AY @LtdzS Ay | FAYlLYOAlLf gSI

treated as supply of goods or services or both. Howedek, Tiia 2 F @I f dfs
50,000 made without consideraticare supply and are subject to GST, when made in
the course or furtherance of business.

Note:

i. Services provided by an employee to the employer in the course of or in relation to
his employment are not treated as supply

ii. Payment made by the employer to the employee in terms of contractual agreement
entered into between the employer and the employee, will not be subjected to GST.

Therefore, if services such as free housing, membership of a club, health and fitne
centre etc. are provided free of charge to all the employees by the employer, the sam
will not be subjected to GST, when the same is provided in terms of the contrag
between the employer and employee

D

=

i. Free samples and glftsSampIes which are supplled free of cost, without any
consideratonR2 vy 2d ljdzZ €t AFe& | & ddzlJLJ & ¢ dzy RS
within_the ambit of Schedule (i.e., when free samples are supplied between
related/distinct persons, even without consideration, it will be considered as Supply
under GST)
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ii. Buy one get one free offer:

f LG YF@ FLIWSEFN G FANRG 3FEFyOS GKFG Ry
2yS AGSY Aada 0SAYy3 aadzZlX ASR FNBS 27 [02

1 In fact, it is not an individual supply of free goods, butage of two or more
individual supplies where a single price is being chafgethe entire supply.

1 It can at best be treated agipplying two goods for the price of one

1 Taxability of such supply will be dependent upon as to whether the supply is &
composite supply or a mixed suppiynd the rate of tax shall be determined
accordingly(will be discussed later in this chapter).

Example:

Let us try to answer the below scenarios:

Scenario Supply/Not

1. Raghubir Fabrics transfers 1000 shirts from his factory locate Supply
Lucknow to his retail showroom in Delhi so that the same can be
from there. The factory and retail showroom of Raghubir Fabrics
registered in the States where they are located.

2. Raghubir Fabrics transfers 1000 shirts from his factory locate Not a supply
Lucknow to his retail showroom in Kanpur so that the same can bg
from there. It has taken oneegistration in the State of Uttar Prades
declaring Lucknow factory as its principal place of business and K
showroom as its additional place of business. Does it constitute Su

lll. PRINCIPAL.AGENT [PARA 3 OF SCHEDULE I]

a. Meaning of Principalmeans a person on whose behalf an agent carries on the busines
of supply or receipt of goods or services or both

b. Supply of goods by principal to his agentwithout consideration, where the agent
undertakes to supply such goods on behalf of the principal is considered as supply.
However, these activities will be considered as supplyere the invoice for further
supply is being issued by the agent in his ngimee agent is having authority to transfer
the title of goods)

VI

Note: Where the invoice is issued by the agent to the customer in the name of the
principal, such agent shall not fall within the ambit of Para 3 above.

c. Similarly, supply ofiloods by an agent to his principalithout consideration, where the
agent undertakes to receive such goods on behalf of the principal is considered as supply.
However, these activities will be considered as supphgre the goods being procured
by the agent on behalf of the principal are invoiced in the name of the agent

Let us try taunderstand some examples
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Anmol appoints Bholu to procure certe
goods from the market. Bholu identifig
various suppliers who can provide the goc
as desired by Anmol and asks the supg
(Golu) to send the goods and to issue
invoice directly to Anmol.

In this scenario, Bholu is only acti
as the procurement agent, and has
no way involved himself in the supy
or receipt of the goods. Hence,
accordance with the provisions of th
Act, Bholu is not an agent of Anm
for supply of goods in terms Bara 3
of Schedule I.

Manimani Bank, a banking compan
appoints Mandaar (auctioneer) to auctic
certain goods. The auctioneer arranges
the auction and identifies the potenti
bidders.

The highest bid is accepted and tfwods are
sold to the highest bidder by Manimani Bat
The invoice for the supply of the goods
issued by Manimani Bank to the succes
bidder.

In this scenario, the auctioneer
merely providing the auctioneerin
services with no role played in t}
supply of the goods. Even in ti
scenario, Mandaar is not an agent
Manimani Bank for the supply ¢
goods in terms of Para 3 of Sched
l.

Gautam, an artist, appoints Gambl
(auctioneer) to auction his painting. Gamb
arranges for the auction and identifies tf
potential bidders. The highest bid is accep
and the painting is sold to the highest bidd
The invoice for the supply of thaipting is
issued by Gambhir on the behalf of Gaut
but in his own name and the painting
delivered to the successful bidder.

In this scenario, Gambhir is n
merely  providing auctioneerin
services, but is also supplying f
painting on behalf of Gautam to th
bidder, and has the authority t
transfer the title of the painting of
behalf of Gautam. This scenario
covered undePara 3 of Schedule I.

4.

A C&F agent or commission agent tal
possession of the goods from the princi
and issues the invoice in his own name

In such cases, the C&F commiss
agent is an agent of the principal f
the supply of goods in terms of Pard
of Schedule I.

Ravi sells agricultural produce by utilizing {
services of Kavi who is a commission ager
per the Agricultural Produce Marketir
Committee Act (APMC Act) of the State. K
identifies the buyers and sells the agricultu
produce on behalf of Ravi fowhich he
charges a commission from Ravi.

In cases where the invoice is issuec
Kavi to the buyer, the former is &
agent covered under Para 3
Schedule I. However, in cases wh
the invoice is issued directly by Ray
the buyer, the commission age
(Kavi) does not fall under th
categoryof agent covered under Pal
3.

d. Clarification of issues pertaining to Defredere agent (DCA)

i. Meaning of DCA:
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1 Incommercial trade parlance, a DCA is a selling agent who is engaged by a principal
to assist in supply of goods or services by contacting potential buyers on behalf ¢f
the principal.

1 The factor that differentiates a DCA from other agents is thatDIBZA guarantees
the payment to the supplier.

1 In such scenarios where the buyer fails to make payment to the principal by the
due date, DCA makes the payment to the principal on behalf of the buyer, and foy
this reason the commission paid to the DCA may be relatively higher than that pai
to a normalagent.

1 Inorderto guarantee timely payment to the supplier, the DCA can resort to variou$
methods including extending sheérm transactionbased loans to the buyer or
paying the supplier himself and recovering the amount from the buyer with some
interest at alater date.

Whether DCA will fall under ambit of Para 3 of Schedule I[Circular No. 73/47/2018 GST
dated 05.11.2018]:

=N

1. Whether a DCA fall{ Whether or not the DCA will fall under the ambit of age

under the ambit of| under Para 3 of Schedule | depends on the follow
agent under Para 3 o| possible scenarios:
Schedule I? 91 In case where thénvoice for supply of goods is issu
by the supplier to the customereither himself or
through DCA, the DGdoes not fall under the ambit @
agent.

1 In case where thévoice for supply of goods is issu
by the DCA in his own namihe DCA wouldall under
the ambit of agent.

2. Whether the | In such a scenario, following activities are taking place
temporary shortterm | 1. Supply of goods from supplier (principal) to recipien
transaction-based 2. Supply of agency services from DCA to the suppli€
loan extended by the the recipient or both;
DCA to the recipient 3. Supply of extension of loan services by the DCA td
(buyer), for which recipient.
interest is charged by It is clarified that in cases where the DCA is not an a
the DCA, is to bg under Para 3 of Schedule I, themporary shortterm
included in the value transactionrbased loan being provided by DCA to the bu
of goods being is_a supply of service by the D@ the recipient on
supplied by  the| Principal to Principal basis and is an independent supp
supplier (principal)

where DCA is not ar
agent under Para 3 o

Therefore, theinterest being charged by the DCA wol
not form partof the value of supply of goods supplied

Schedule I? the buyer) by the supplier.
. Where DCA is an ager In such a scenario following activities are taking place:
under Para 3 of | 1. Supply of goods by the supplier (principal) to the D(
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Schedule | and make
payment to the
principal on behalf of
the buyer and chargeg
interest to the buyer
for delayed payment
along with the value of
goods being supplied
whether the interest
will form a part of the
value of supply of]
goods also or not?

2. Further supply of goods by the DCA to the recipient

3. Supply of agency services by the DCA to the suppli
the recipient or both;

4. Extension of credit by the DCA to the recipient.

It is clarified that in caseshere the DCA is an agemmider
Para 3 of Schedulethe temporary shorterm transaction
based credibeing provided by DCA to thmiyer no longer
retains its character of an independent suppiynd is
subsumed in the supply of the goods by the DCA to
recipient. It is emphasised that the activity of extension
credit by the DCA to the recipientould not be considere(

IV. IMPORTATION OF SERVICES [PARA 4 OF SCHEDULE 1]
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as a separate suppbs it is in the context of the supply
goods made by the DCA to the recipient.

It is further clarified that thevalue of the interest charge
for such credit would be required to be included in t
value of supplyof goods by DCA to the recipient as f
section 15(2)(d)

Import of servicedy a person from a

a. related person or

b. from his establishments located outside India,
gAUK2dzi O2Yy&ARSNIGA2YE Ay (GKS O2dzNBS 2NJ
Example:

1. Jhumroo Associates received legal consultancy services from its head office located

T dz

in

Malaysia. The head office has rendered such services free of cost to its branch office. Since

Jhumroo Associates and the head office are related persons, servicesddyedumroo
Associates will qualify as supply even though the head office has not charged anythi
from it.

2. Chakmak, a proprietor registered in Delhi, has sought architect services from his s
located in US, with respect to his newly constructed house in Delhi. Although services h
been received by Chakmak without consideration from his aoelated personyet it will
not qualify as supply since the same has not been received in course or furtherance
business.




THe COMBINED ReADING OF Sec F(NCB) & Sec 16YCOLPARA IV oF Serepuce ()

Tmport of cevvice
|

| l

Wi consaderahon Without considexahon
I
! I J
waheHner [NOF in the Cource OF from veared [dichnct person Other cases
fuviherance of busincs AND in cource of furthevance J,
Ot businey
/ NOT A SUPPLY
SUPPLY

SCHEDULIE: ACTIVITIES TO BE TREATED AS ACTIVITIES OR TRANSACTIONS TO B
SUPPLY OF GOODS OR AS SUPPLY OF §

Section 7(1A) classifies certain activities/ transactions constituting supply, either as supply
goods or supply okervices. Schedule Il to the CGST Act contains the list of activities (
transactions which have been classified either as supply of goods or supply of service.

Tg(:r]tlsvalltc:yt/ion Type Nature of Supply
1. Transfer a. Any transfer of title in goods Supply of Goods
b. Any transfer of right in goods/ undivided share| Supply of Services
goods without transfer of title thereof.
c. Any transfer of title in goods under an agreem¢ Supply of Goods
which stipulates that property in goods shall pass
a future date upon payment of full consideration
agreed.
Example

Let us try to answer the following scenarios:

Scenario Supply of.Goods /
Service
1. Shivaji sells readymade garments to its customers Goods
2. DSy Adza 91ljdzA LIYSy (G Qa [ U R to3Sulass Services

Manufacturers.
3. Dhruva Capitals supplied goods on hire purchase basis to custom¢ Goods
4. hLIGA YL al ydzZFlF Ol dzNENE & dzLJL)X A Sa | Goods

Activity/

) Type Nature of S I
Transaction yp u upply

of
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2. Land and
Building

. Any lease, tenancy, easement, licence to occupy

Supply of Services

. Any lease or letting out of building including

commercial, industrial or residential complex f
business or commerce, wholly or partly.

Supply of Services

Activity/
Transaction

Type

Nature of Supply

3. Treatment
or Process

Any treatment or process which is applied to anotf
LISNE2Y Q&
Example: Damani Dying House dyes the clothes give

322 Ra

Shubham Textiles Ltd. on job work basis

Supply of Services

Activity/
Transaction

Type

Nature of Supply

4. Transfer of
Business
Assets

a. Goods forming part

of business assets

transferred or disposed off by/under directions
person carrying on the business so as no longe
form part of those assets.

Supply of Goods

. Goods held/used for business are put to private

or are made available to any person for use for
purpose other than business, by/ under directions
person carrying on the business.

Supply of Services

. Goods forming part of assets of abysiness carrie

on by a person who ceases to be a taxable per
shall be deemed to be supplied by him, in the cou
or furtherance of his business, immediately befq
he ceases to be a taxable person.

Example: Arun, a trader, is winding up his busin
Any goods left in stock shall be deemed to be supj
by him.

Exceptions:

1 Business is transferred as a going concerr
another person

1 Business is carried on by a perso
representative who is deemed to be a taxal
person.

Supply of Goods

Sl
No

Type

Nature of Supply
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5. a. Renting of immovable property Supply of Services
b. Construction of complex, building, civil structure, etc. Supply of Services
i. Construction of a complex, building, civil structure or a
thereof, including a complex or building intended for s
to a buyer, wholly or partlyexcept where the entire
consideration has been received after issuance
completion certificate, where required, by the compete
authority or after its first occupation, whichever is earlie
Note:
1. Constructionincludes additions, alterations, replacements,
remodelling of any existing civil structure.
2. Competent authoritymeans the Government or any authori
authorised to issue completion certificate under any law
the time being in force and in case of rnmguirement of such
certificate from such authority, from any of the followin
namely.
1 an architect registered with the Council of Architecty
constituted under the Architects Act, 1972; or
1 a chartered engineer registered with the Institution
Engineers (India); or
1 alicensed surveyor of the respective local body of the
or town or village or development or planning authority
c. Temporary transfer or permitting use or enjoyment of ar] Supply ofServices
intellectual property right
d. Development, design, programming, customisatio| Supply of Services
adaptation, upgradation, enhancement, implementation of |
software.
e. Agreeing to obligation to refrain from an act, or to tolerate g Supply of Services
act or situation, or to do an act
f. Transfer of right to use any goods for any purpose (wheth Supply of Services
or not for specified period) for cash, deferred payment
other valuable consideration.
Example
Let us try to answer the following scenarios:
Scenario Supply of.Goods /
Service
1. Renting of a commercial complex.
2. Renting of property to an educational institution.
3. Permitting use of immoveable property for placing vending/dispen
machines.
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Rathi Builders has constructed individual residential units for ag
consideration of 1.2 crore per unit. 90 lakh per unit were receive
before issuance of completion certificate by the competent auth
and balance after completion.

Rathi Builders has constructed individual residential units for ag
O2y&ARSNI GA2Y 27F Mm®H ONERNEB
received after issuance of completion certificate by the compe
authority.

Temporary transfer of patent.

~

Suvidha Solutions develops an accounting software for a business

Cable operator Sakharam has entered into an agreement with Cg
operator- Aatmaram that Sakharam will not provide cable connecti
in the specified areas where Aatmaram is providingcbenections.

Late delivery charges recovered from supplier for-fadiment of
contract within stipulated time.

10.Notice pay recovered from employee for leaving the job before ag

period of notice for leaving a job.

11.Machinery given on hire.

12.Goods forming part of business assets are transferred or dispos

by/under directions of person carrying on the business.

13. Transfer of right in goods without transfer of title in goods.

14.Transfer of title in goods under an agreement whstipulates that

property shall pass at a future date.

No

Type

Nature of Supply

a. Works contractmeans a contract for building, constructio
fabrication, completion, erection, installation, fitting oy
improvement, modification, repair, maintenance, renovatic
alteration or commissioning of any immovable prope
wherein transfer of property in gamls (whether as goods or
some other form) is involved in the execution of such contt
[Section 2(119)].

b. Supply, by way of or as part of any service or in any o
manner whatsoever, of goods, being food or any other art
for human consumption or any drink (other than alcohg
liquor for human consumption), where such supply or ser
is for cash, defeed payment or other valuable consideratio

Following composite supplies: Supply of Services
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F. There arespecifiestransactions/ activities which shall be neither
treated as supply of goods nor as supply of servithsse activities will be knownb S3 | (G A B
for the purposes of taxation in GSlhese activities are specified by 3 ways;
I. Non-supplies listed in Schedule IlI
II. Non-supplies notified vide notification
[1l. Nonrsupplies clarified by way of clarification

1. NONSUPPLIES LISTED IN SCHEDULE 11l

Para | Activities or transactions which shall be treated neither as a supply of goods no

No. supply of services

1. a. Services by an employee to the employer in the course of or in relation t
employment.
Examples:

i.  Amounts received by an employee from the employer on premature termin
of contract of employment are treatable as amounts paid in relaticsetwices
provided by the employee to the employer in the course of employment.

ii. Services provided by casual worker to employer who gives wages on dalil
to the worker are services provided by the worker in the course of employ

iii. Casual workers employed by a construction contractor for execution
building contract for him are services in the course of employment. Sim
casual workers employed by a security services agency for provision of s
services to a client ar@so services in the course of employment.

b. Only services that are provided by the employee to the employer in the cour
employment are outside the realm of supply. However, services provided oy
the ambit of employment for a consideration would qualify as supply

Examples:

i. Services provided on contract basis by a person to another i.e. pritaiy
principal basis are not services provided in the course of employment

ii. Any amount paid by employer to employee for not joining a competing bug
is paid forproviding the service of forbearance to act and cannot be consic
for providing services in the course of employment.

2. Services by any court or Tribunal established under any law for the time being in

Explanatiorg The term "Court" includes District Court, High Court and Supreme C

3. a. Functions performed by the Members of Parliament, Members of State Legislq

Members of Panchayats, Members of Municipalities and Members of other
authorities.

b. Duties performed by any person who holds any post in pursuance of the prov
of the Constitution in that capacity
Example: Duties performed by President of India, Vice President of India,
Minister of India, Chief Justice of India, Speaker of the Lok Sabha, Chief E

vy
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Commissioner, Comptroller and Auditor General of India, Chairman of Union
Service Commission, Attorney General of India, in that capacity.

c. Duties performed by any person as a Chairperson or a Member or a Directc
body established by the Central Government or a State Government or
authority and who is not deemed as an employee before the commenceme

this clause.
4. Services of funeral, burial, crematorium or mortuary including transportation of
deceased.
5. Sale of land and, subject to paragraph 5(b) of Schedule Il, sale of building.
6. Actionable claims, other thalottery, betting and gamblingonly lottery, betting and

gambling are treated as supply. All other actionable claims are outside the am
definition of supply)

Examples of Actionable claims other than lottery, betting and gambling: Rig
recover insurance money, claim for arrears of rent, claims for future rents (if theg
be assigned), unsecured loans, unsecured debentures, bills of exchange, pro
notes, bank guarantee, Fixed Deposit Receipt, right to the benefit of a contract, ¢

0 Circular No. 172/04/2022 GST dated 06.07.2022
Clarification regardingssue as to whether various perquisites provided by the employer to its
employees in terms of contractual agreement entered into between the employer and the
employee are liable for GST.

Clarification:

T { OKSRdzAf S LLL G2 GKS /D{¢ ! OG0 LINRPOARSA @KI
O2dzNBS 2F 2NJ Ay NB will nbtbe gbnsiteted &supplySivgodideod Y Sy
servicesand hence GST is not applicable on services rendered by employee to employer
provided they are in the course of or in relation to employment.

1 Any perquisites provided by the employer to its employeesterms of contractual
agreement entered into between the employer and the employee are in lieu of the
services provided by employee to the employer in relation to his employment.

71 It follows therefrom that perquisites provided by the employer to the employeterms
of contractual agreemergntered into between the employer and the employeél not
be subjected to GST.

U Clarification regarding applicability of GST on sale of land after levelling, laying down of

drainage lines etc. [Circular No. 177/09/2022 GST dated 03.08.2022]

1 The circular clarifies applicability of GST on sale of land after levelling, laying down pf
drainage lines etc.

f As per Para 5 of Schedule Il of the CGST Act, 2047, £ S 2F I+ VRQ A&
goods nor a supply of servicegherefore, the sale of land does not attract GST.

1 Land may be soldither as it is or after some developmesuch as levelling, laying down
of drainage lines, water lines, electricity lines, etc.
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It is clarified thatsale of such developed land is also sale of land acovisred by Para 5
of Schedule Ind accordinglydoes not attract GST.

However, it may be noted thany service provided for development of land, like levelling,

laying of drainage lines (as may be received by developers) shall attraat g3licable
rate for such services.

2. NONSUPPLIES NOTIFIED VIDE NOTIFICAGHOBInment is empowered to notifthe
activities/ transactions undertaken by th@entral Government, a State Government or any
local authorityin which they are engaged as public authorities as the activities/transactiong

which shall bereated neither as supply of goods nor as supply of servitésow, following
activities/transactions have been notified under said clause:
i. Activity in relation to Panchayat/Municipality functionsServices by way of any activity in
relation to a function entrusted to a Panchayat under article 243G of the Constitution or tg
a Municipality under article 243W of the Constitution are treated neither as a supply o
goods nor as a supply of service
ii. Grant of alcoholic liquor licence:
a. Services by way dgfrant of alcoholic liquor licence by the State Governmearts

3. NONSUPPLIES CLARIFIED BY WAY OF CLARIEICBI®Nas clarified that following
activities / transactions are nesupplies:
i. Inter-State movement of various modes of conveyance
a.

b.
C.
d.

Note: However, applicable CGST/SGST/IGST, as the case may be, shall be leviable on r¢g
and maintenance done for such conveyance

ii. Inter-State movement of rigs, tools and spares, and all goods on wheels [like cranes]:
SHRESHTA For CA and CMA | CA In8 |[G5TMay 2024 | Nov2024

. The above=xception is applicable only for grant of alcoholic liquor licehtmce, this

treated neither as a supply of goods nor as a supply of service

is not applicable/has no precedence value in relatiorgtant of other licenses and
privileges for a fee in other situations, where GST is payable

It may be noted that services provided by the Government to business entitieg
including by way ofirant of privileges, licences, mining rights, natural resources such

as spectrum etc. against payment of consideration in the form of fee, royalty etc. ar¢

taxable under GST.

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

1 Trains, 1 Trailers,
1 Buses, 1 Vessels,
1 Trucks, 9 Containers,
1 Tankers, 9 Aircrafts,

Carrying goods or passengers or both;for repairs and maintenance,

Except in cases where such movement is for further supply of the same conveyance
KXFff 0S GNBFGSR WYySAGKSNI & | &adzLJLx & 3
leviable to IGST

14

4

pairs




a. Inter-State movement of rigs, tools and spares, and all goods on wheels [like cranes],
b. except in cases where movement of such goods is for further supply of the same goods
c. suchintee{f G GS Y2@SYSyid akKhrftf o6S GNBFGSR Wy

ASNDAOSZQ YR O2yaSldsSyate y2 LD{¢ g2dif
Note: In this context, it is also reiterated that applicable CGST/SGST/IGST, as the case
maybe, is leviable on repairs and maintenance done for such goods

G. For a supply to attract GST, primarily two additional conditions need
to be satisfied. These are
1. Supply must be made by a taxable person:
a. A supply to attract GShould be made by a taxable persétence, a supply between two
non-taxable persons does not constitute taxable supply under GST.
b. Therestriction of being a taxable person is only on the supplieereas the recipient can
be either taxable or nofaxable.

Note:! &Gl EF 0f S LISWNGLragisterddor lidble to)BeNdgyidtefadder section
22 or section 24

2. Supply must be a taxable supply
a. For a supply to attract GST, teepply must be taxable.
b. Taxable supply has been broadly defined and means any supply of goods or serviceq or
both which, ideviable to tax under the GST Law
c. Exemptions may be providdd the specified goods or services or to a specified category
of persons/ entities making supply

RMICOMPOSITE AND MIXED SUPPLIES [SEQ

1. COMPOSITE SUPPLY

a. Meaning:Composite supply means a supply made by a taxable person to a recipient an

i. Comprisestwo or more taxable supplies of goods or services or bath any
combination thereof.

ii. Are naturally bundledand supplied in conjunction with each other, in the ordinary
course of business

iii. One of which is g@rincipal suppljSection 2(30)].

b. Principal SupplyPrincipal supply means the supply of goods or services which constitute
the predominant element of a composite sup@nd to which any other supply forming
part of that composite supply is ancillary [Section 2(90)].

Examples: Works contract andstaurant services are classic examples of composite
supplies.

c. How to determine whether the services are bundled in the ordinary course of business?
Whether services are naturally bundled or not, could be ascertained from severd
indicators, some ofvhich are listed below:

=

vJ
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i. The perception of the consumer or the service recipierit large number of service
recipient of such bundle of services reasonably expect such services to be provided jas
a package, then such a package could be treated as naturally bundled in the ordinafy
course of business.

Example: Mobile phone is always sold with battery.

ii. Majority of service providers in a particular area of business provide similar bundle
of services.

Example: Bundle of services of catering on board and services of transport by air i$ a
bundle offered by a majority of airlines.

iii. Nature of the various services in a bundle of servicdéshe nature of services is such
that one of the services is the main service and the other services combined with sugh
service are in the nature of incidental or ancillary services which help in bettel
enjoyment of a main service.
Example: Service of stay in a hotel is often combined with provision of breakfast afpd
dinner provided free of cost during the stay. Such service is an ancillary service to the
provision of hotel accommodation and the resultant package would be treated a$
services naturally bundled in the ordinary course of business.

iv. Other illustrative indicators These are not determinative but indicative of bundling
of services in the ordinary course of business are:

1 The elements are normally advertised as a package.

1 The different elements are not available separately.

1 The different elements are integral to one overall supply. If one or more is
removed, the nature othe supply would be affected.

d. How to determine the tax liability on composite supplies?
i. A composite supply comprising of two or more supplies, one of which is a principq
supply,shall be treated as a supply of such principal supply.
ii. Accordingly, theentire value of composite supplfi.e., main supply + ancillary
supply(ies)] shall be classified under the category of main supply and shaXdokbat
the GST rate applicable to the main supply

e. CBIC clarification regarding certain composite supplies:
Activity/Transaction Principal supply
Supply of printed| In the case oprinting of books, pamphlets, brochures, annual repo
books, pamphlets, and the like whereonly content is supplied by the publisher the

brochures, person who owns the usage rights to the intangible inputs while
envelopes, annua| physical inputs including paper used for printing belong to the prin
reports, leaflets,| supply of printing [of the content supplied by the recipient of supply

cartons, boxes etc.| the principal supplyand therefore such supplies would constitu
printed with design,| supply of service

logo, name, addresy In case of supply obrinted envelopes, letter cards, printed boxe
or other contents| tissues, napkins, wall paper ety the printer using its physical inpu
supplied by the| including paper to print the design, logo etc. supplied by the recip
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printed goods

recipient of such| of goods,predominant supply is supply of goodand the supply of

constitute supply of goods.

printing of the content [supplied by the recipient of supply] is ancil
to the principal supply of goods and therefore such supplies w

Activity of bus body

The principal supply may be determined on the basidacts and
building circumstances of each case

Retreading of tyres

a. Predominant element igprocess of retreadingrhich is asupply of

service Rubber used for retreading is an ancillary supply.
b. Supply of retreaded tyres, where theld tyres belong to the

supplierof retreaded tyres, is aupply of goods

Example
Find out the principal supplies from below services:

1.

Poshaak Manufacturers entered into a contract with Che
Ltd. for supply of readymade shirts packed in designer b
G / KSS1dz [GR®Qa 2dzif Sio
would also get them insured during transit.

When a consumer buys a television set and he also
mandatory warranty and a maintenance contract with the ]
this supply is a composite supply

A travel ticket from Mumbai to Delhi may include servics

food
airpo

being served on boarftee insurance, and the use
rt lounge.

2. MIXED SUPPLY:
a. Meaning:

Examples:

1

l
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. for a single price where such supply does not constitute a composite supply [Sectid

two or more individual supplies of goods or services, or any combination thereof
made in conjunction with each other by a taxable person

2(74)].
The individual supplies are independent of each other and are not naturally bundled

A supply of a package consisting of canned foods, sweets, chocolates, cakes, dry fry

n

ts,

aerated drink and fruit juices when supplied for a single price is a mixed supply. Eafch

of these items can be supplied separately and is not dependent on any ostell It
not be a mixed supply if these items are supplied separately.

A shopkeeper selling storage water bottles along with refrigerator. Bottles and thg
refrigerator can easily be priced and sold independently and are not naturally bundle
So, such supplies are mixed supplies

=




1 A house is given on rent through a single rent deste floor of which is to be used as
residence and the other for housing a printing press, at a lump sum rent amount. Su¢h
renting for two different purposes is not naturally bundled in the ordinaryseoaof
business. Said supplies are mixed supply.

b. How to determine the tax liability on mixed supplies?
i. A mixed supply comprising of two or more suppbésll be treated as supply of that
particular supply that attracts highest rate of tax.

c. More than one supply made together and taxed at the individual rates
I. There can be a case where an activity/transaction involves more than one supply

of goods or services or both, but neither they are composite supplies nor can b¢
categorised as mixed supplies, that is, all supplies carry independent significance.

ii. Insuch acase, if separate consideration is indicated against each supply, each sjch
supply shall be charged at the respective rate applicable to that particular supply

Examplein case of servicing of cars involving supply of both goods (spare parts) and
services (labour) where the value of goods and services are shown separately, Ie
goods and services would be liable to tax at the rates as applicable to such goods ahd
serviceseparately

U Circular No. 178/10/2022 GST dated 03.08.2022
Qarifies issues with respect to GST applicability on liquidated damages, compensation ang
penalty arising out of breach of contract or other provisions of law.

a. Agreeing to the obligation to refrain from an act or to tolerate an act or a situatiomo do
'y O ¢ spédifidally @lesl&rgd to be a supply of seniit@ara 5(e) of Schedule Il to
GKS /D{¢ ' 00X Hwnmt AF GKS alYS O2yadaiddzip

b. Expressiomy ! ANBSSAY 3 {2 (GKS 206fA3dFGA2Y G2 NBTNI
dAldzr GA2Y S taNhrdefmbR2 |y | OG¢é

x

i. Agreeing to the obligation to refrain from an act

Examples:

1 Noncompete agreements, where one party agrees not to compete with the othe
party in a product, service or geographical area against a consideration paid by the
other party.

1 Builder refraining from constructing more than a certain number of floors, even thougl
permitted to do so by the municipal authorities, against a compensation paid by th¢
neighbouring housing project, which wants to protect its sunlight.
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An industrial unit refraining from manufacturing activity during certain hours against
an agreed compensation paid by a neighbouring school, which wants to avoid noig
during those hours.

Agreeing to the obligation to tolerate an act or a situation
Examples:

T

Shopkeeper allowing a hawker to operate from the common pavement in front of his
shop against a monthly payment by the hawker,

An RWA tolerating the use of loud speakers for early morning prayers by a schdg
located in the colony subject to the school paying an agreed sum to the RWA
compensation.

iii. Agreeing to the obligation to do an act

This would include the case where an industrial unit agrees to install equipment for zef

emission/discharge at the behest of the RWA of a neighbouring residential complg
against aconsideration paid by such RWA, even though the emission/discharge from th
industrial unit was within permissible limits and there was no legal obligation upon th¢
individual unit to do so.

c. Conditions to be fulfilled to get covered under para 5(e) of Schedule Il

There must be an expressed or implied agreement or contract must exist

T
T

1

Above three activities mustbeunderént AINSSYSyié 2NJ I a 02y

In other words, one of the parties to such agreement/contract (the first partyt
be under a contractual obligaticio either (a) refrain or (b) tolerate or (c) do.

Such arrangement/agreement can take the form of independent stane alone
contract or may form part of another contract.

Such a contraatannot be imagined or presumed to exisst because there is a flow
of money from one party to another.

There must be aexpressed or implied promid®y the recipient of money to agree to
do or abstain from doing something in return for the money paid to him.

Consideration must flow in return to thisontract/agreement Somed O2 Yy 4 A RS N
must flow in returnfrom the other party to this contract/agreement (the second party) to

the first party for such (a) refraining or (b) tolerating or (c) doing.

d. The taxability of some of these transactions are clarified in the following paragraphs:
I. LIQUIDATED DAMAGES:
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It is common for the parties entering into a contract, to specify in the contract itself,
the compensation that would be payable in the event of the breach of the contract.
Liguidated damagesannot be said to be a consideration received for tolerating the
breachor nonperformance of contract. They arather payments for not tolerating
the breach of contract

Payment of liquidated damages is stipulated in a contra@nsure performance and

to deter nonperformance unsatisfactory performance or delayed performance.

e
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iv. Liquidated damages aremaeasure of loss and damageat the parties agree would
arise due to breach of contract. They ot act as a remedy for the breach of contract
They do not restitute the aggrieved person.

v. A contract is entered into for executi@nd not for its breach. The liquidated damages
or penalty are not the desired outcome of the contract. By accepting the liquidated
damages, the party aggrieved by breach of contcaetnot be said to have permitted
or toleratedthe deviation or norfulfilment of the promise by the other party.

Vi [ AljdZARIF GSR RIFEYF3ISAaQ Aa |y FYz2dzyd LI AR
damage
f 2KSNBE GKS FY2dzyd LI AR Fa WiAlady®r

compensate for injury, loss or damage suffeteg the aggrieved party due to
breach of the contract

1 and there isno agreement, express or impliedy the aggrieved party receiving
the liguidated damage$o refrain from or tolerate an act or to do anythifgy the
party paying the liquidated damages,

1 in such cases liquidated damages arerely a flow of moneyrom the party who
causes breach of the contract to the party who suffers loss or damage due to sugh
breach.

1 Such paymentdo not constitute consideration for a supply and are not taxable

Examples of such cases are:

1. damages resulting from damage to property, negligence, piracy, unauthorized use
of trade name, copyright,

2. penalty stipulated in a contract for delayed construction of houses,

3.F2NFSAGAINE 2F SENYySad vyzySe oe& | aSfft
an immovable property by the buyer or by Government or local authority in the
event of a successful bidder failing to act after winning the bid, for allotment off
natural resources.

vii. The key in such cases is to considdrether the impugned payments constitute
consideration for another independent contra@nvisaging tolerating an act or
situation or refraining from doing any act or situation or simply doing an act. If the
FyagSNI Aa &Sas GKSy AdG O2yadAaiddziSa | |wa

A

20KSNBAAS AG A& y20 | aadzlli eé o

U/
P

I'da

II. CHEQUE DISHONOR FINE/ PENALTY

i. Thesupplier wants payment to be received time and does not want cheque to be
dishonoured.

il. There isnever an implied or express offer willingnesson part of the supplier that
he would tolerate deposit of an invalidake or unworthy instrument of payment
against consideration in the form of cheque dishonour fine or penalty.

iii. The fine or penalty that the supplier or a banker imposes, for dishonour of a chequq,
is apenalty imposed not for tolerating the aar situation but a fine, or penalty
imposed for not tolerating, penalizing and thereby deterring and discouraging such a
act or situation.

=)
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iv. Therefore,cheque dishonofine or penalty is not a consideratidar any service and
not taxable.

[ll. PENALTY IMPOSED FOR VIOLATION OF LAWS
i. Penalty imposed for violation of laws such as traffic violations, or for violation of
pollution norms or other laws aralso not consideration for any supply receivaatt

are not taxable.

ii. Same is the case with fines, penalties imposed byntireng Department of a Central
or_State Government or a local authorion discoveringmining of excess mineral
beyond the permissible limit or of mining activities in violation of the mining permit.

iii. Laws are not framed for tolerating their violation

iv. They stipulatgenalty not for tolerating violatiobut for not tolerating, penalizing and
deterring such violations.

v. There isno_agreementbetween the Government and the violator specifying that
violation would be allowed or permitted against payment of fine or penalty.

vi. There cannot be such an agreementwglation of law is never a lawful object or
consideration

vii. In short, fines and penalty chargeable by Government or a local authority imposed fd
violation of a statute, bydaws, rules or regulationsre not leviable to tax

=

IV. FORFEITURE OF SALARY OR PAYMENT OF BOND AMOUNT IN THE EVENT |OF
EMPLOYEE LEAVING THE EMPLOYMENT BEFORE THE MINIMUM AGREED PERIPD
i. The provisions for forfeiture of salary or recovery of bond amount in the event of the|

employee leaving the employment before the minimum agreed period are
incorporated in the employment contract to discourage rearious candidatefom
taking up employment.

ii. The said amounts are recovered by the emplayatras a consideration for tolerating
the act of such premature quitting of employment but@enalties for dissuading the
non-serious employeeom taking up employment and to discourage and deter such
a situation.

iii. Further, theemployee does not get anything in return from the emplowyerainst
payment of such amounts.

iv. Therefore, such amounts recovered by the emploger not taxable as consideration
for the service of agreeing to tolerate an act or a situation.

V.LATE PAYMENT SURCHARGE OR FEE
i. The facility of accepting late payments with interest or late payment fee, fine or
penalty is dacility granted by supplier naturally bundled with the main supply
ii. It isnot uncommon or unnaturalor customers to sometimes miss the last date of
payment of electricity, water, telecommunication services etc.
iii. Almost all service providers across the world provide the facility of accepting latq
payments with late fine or penalty.
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iv. Even if this service is described aseavice of tolerating the act of late paymeirt is
an ancillary supply naturally bundled and suppliedconjunction with the principal
supply, and thereforeshould be assessed as the principal supply

v. Since it is ancillary to and naturally bundled with the principal supply such as gf
electricity, water, telecommunication, cooking gas, insurance étcshould be
assessed at the same rate as the principal supply

vi. However, the same cannot be said of cheque dishonor fine or penalty as discusse¢d
earlier.

VI. FIXED CHARGES FOR POWER

i. The price charged for electricity by the power generating companies from the Stat¢
Electricity Boards (SEBs)/DISCOMS or by SEBs/DISCOMSs from individual customerp has
two components, namelya minimum fixed chargéor capacity charge) anariable
per unit charge

ii. The fact that the minimum fixed charges remain the same whether electricity is
consumed or not or it is scheduled/consumed below the contracted or available
capacity or a minimum thresholdpes not mean that minimum fixed charge or part
of it is a charge for tolerating the aot not scheduling or consuming the minimum the
contracted or available capacity or a minimum threshold.

iii. Both the components of the price, the minimum fixed charges/capacity charges an
the variable/energy charges are chardedsale of electricity and are thus not taxable
as electricity is exempt from GST.

174
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VII. CANCELLATION CHARGES

i. It is a common business practicdor suppliers of services such dawotel
accommodation, tour and travel, transportation et¢to provide the facility of
cancellation of the intended supplies within a certain time period on payment of
cancellation fee.

ii. Cancellation fee can be considered as tharges for the costs involved in_making
arrangementsfor the intended supply and theosts involved in cancellation of the
supply such as in cancellation of reserved tickets by the Indian Railways.

iii. Services such as transportatidnavel and tour constitute dundle of servicesThe
transportation service, for instance, starts with booking of the ticket for travel and
lasts at least till exit of the passenger from the destination terminal.

iv. All services such as making availablealine portal or convenient booking counters
with basic facilities at the transportation terminal or in the city,réserve the seats
and issue ticket$or reserved seats much in advance of the travel, giving preferred
seats with or without extra coslpunge and waiting room facilities airports, railway
stations and bus terminalgrovision of basic necessitiesich as soap and other
toiletries in the wash rooms, clean drinking water in the waiting area etm foart
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and parcel of the transportation service; they constitute the various elements of
passenger transportation service, a composite supply.

v. The facilitation service of allowingancellation against payment of cancellation
charges is also a natural part of this bundle

vi. Itis invariably supplied by all suppliers of passenger transportation servicgaslly
bundled and in conjunction with the principal supplytransportation in the ordinary
course of business.

vii. Therefore, facilitation supply of allowing cancellation of an intended supply againsf
payment of cancellation fee or retention or forfeiture of a part or whole of the
consideration or security deposit in such casbsuld be assessed as the principal
supply.

viii.For example, cancellation charges of railway tickets for a class would attract GST [at
the same rate as applicable to the class of travel (i.e., 5% GST on first class or air
conditioned coach ticket and nil for other classes such as second sleeper dass). S
is the case for air travel

ix. Accordingly, theamount forfeited in the case of nerefundable tickeffor air travel or
security deposit or earnest money forfeit@a case of the customer failing to avail the
travel, tour operator or hotel accommodation service or such other intended supplies
should be assessed at the same rate as appliciblihe service contract, say air
transport or tour operator service, or other such services

X. However, as discussed earlifatfeiture of earnest money by a seller in case of breach
2T YLy FFINBSYSyild (2 #»bthetb@erlonsuctiofeitugedy o f
Government or local authority in the event of a successful bidder failing tafset
winning the bid for allotment of natural resources, isn@re flow of money as the
buyer or the successful bidder does not get anything in reforrsuch forfeiture of
earnest moneyThey are not taxable

w»
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1. Meghraj & Co. wishes to commence the business of supplying readyle garments within
Punjab and in the neighbouring States of Delhi and Haryana. Kindly state as to what is the
taxable event under GST and leviability of CGST, SGST/UTGST and IGST orethe sam

Answer:
Taxable event under GST is supply of goods or services or both. CGST and SGST/ UTGST will bé
on intra-State supplies. IGST will ls¥ied on interState supplies.

2. Damodar Private Ltd., registered in Delhi, has transferred some goods to its branch, registereq
in West Bengal, so that the goods can be sold from the branch. The goods have been transferre
without any consideration. The company believes that the trans@act undertaken by it does
not qualify as supply as no consideration is involved. Ascertain whether the transfer of goods
by Damodar Private Ltd. to its branch office qualifies as supply.

Answer:

As per Schedule |, supply of goods or services or both between related persons or between disti
persons as specified in section 25, when made in the course or furtherance of business, is deeme
supply even if made without consideration. In the givase, since the Damodar Private Ltd. and its
branch located in another State are distinct persons, supply of goods between them qualifies

supply.

3. Prithvi Associates is engaged in supply of taxable goods. It enquires from its tax advisor as t
whether any activity can be treated as supply even if made without consideration in accordance
with the provisions. You are required to enumerate such actigsi if any.

Answer
Section 7 stipulates that the supply should be for a consideration and should be in the course
furtherance of business.
However, Schedule | enumerates the cases where an activity is treated as supply, even if the san
without consideration. These are as follows:

A. Permanent transfer or disposal of business assets where input tax credit has been availed

such assets.
B. Supply of goods or services or both between related persons or between distinct persons

specified in section 25, when made in the course or furtherance of business. However, gifts

not exceeding fifty thousand rupees in value in a financial year by atoger to an employee
shall not be treated as supply of goods or services or both.

C. Supply of goods (a) by a principal to his agent where the agent undertakes to supply such
goods on behalf of the principal; or (b) by an agent to his principal where the agent undertake
to receive such goods on behalf of the principal.

D. Import of services by a person from a related person or from any of his other establishmen
outside India, in the course or furtherance of business.

 levi
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4. Composite supply is treated as supply of that particular goods or services which attracts the
highest rate of tax. Examine the validity of the statement.

Answer
The statement is not correct. Composite supply is treated as supply of the principal supply. It is the
mixed supply that is treated as supply of that particular goods or services which attracts the highgst
rate of tax.

5. Transfer of title and/or possession is necessary for a transaction to constitute supply of goods.
Examine.

Answer:
Title as well as possession both have to be transferred for a transaction to be considered as a sugply
of goods. In case title is not transferred, the transaction would be treated as supply of service in terms

of Schedule lI(1)(b). In some cases, possessiay be transferred immediately, but title may be
transferred at a future date like in case of sale on approval basis or hire purchase arrangement. Spich
transactions will also be termed as supply of goods

6. Examine whether the following activities would amount to supply under section 7 read with

Schedule |

(1) Sulekha Manufacturers have a factory in Delhi and a depot in Mumbai. Both these
establishments are registered in respective States. Finished goods are sent from factory ir
Delhi to the Mumbai depot without consideration so that the same can be sold.

(2) Raman is an architect in Chennai. His brother who is settled in London is akmelvn
lawyer. Raman has taken legal advice from him free of cost with regard to his family dispute.

(3) Would your answer be different if in the above case, Raman has taken advice in respect o
his business unit in Chennai?

Answer

1. Schedule I, inter alia, stipulates that supply of goods or services or both between related persons
or between distinct persons as specified in section 25, is supply even without consideratign
provided it is made in the course or furtherance of businesghEr, a person who has obtained
more than one registration, whether in one State/Union territory or more than one State/Union
territory shall, in respect of each such registration, be treated as distinct persons [Section 25(4))].

In view of the same, factory and depot of Sulekha Manufacturers are distinct persons. Therefole,
supply of goods from Delhi factory of Sulekha Manufacturers to Mumbai Depot without
consideration, but in course/furtherance of business, is supply undeiosettiead with Schedule
l.

2. Schedule I, inter alia, stipulates that import of services by a taxable person from a related perspn
located outside India, without consideration is treated as supply if it is provided in the course ¢

=
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Answer:

(a) Supply of services
(b) Supply of goods
(c) Supply of services
(d) Supply of goods

Answer:

(a) Supply of services
(b) Supply of services
(d) Supply of goasl

furtherance of business. Explanation to section 15, inter alia, provides that persons shall pe

RSSYSR (2 06S aNBflFIGUSR LISNER2Yya¢ AT (KS@& I NA

2(49), family meansg,

) the spouse and children of the person, and

(i) the parents, granegparents, brothers and sisters of the person if they are wholly or mainly
dependent on the said person.

Y

In the given case, Raman has received free of cost legal services from his brother. Howevel}, in
view of section 2(49)(ii) above, Raman and his brother cannot be considered to be related ps

wk Y yQa o6 NEREkaokslaiyer @nd ik nowBdlly/mainly dependent on Raman. Further,

Raman has taken legal advice from him in personal matter and not in course or furtherance pf

odzaiAySaaod /2yaSlidSyiatesr aSNBAOSa LINRJARSR
supdy under section 7 read with Schedule 1.

. In the above case, if Raman has taken advice with regard to his business unit, services provified

08 WIYlIYyQad ONRBOKSNI 2 KAY ¢2dzf R aGAff y2i
| as although the same are provided in course or furtherasfdausiness, such services have not
been received from a related person

. State whether the following supplies would be treated as supply of goods or supply of services

as per Schedule Il

(1) Renting of immovable property.

(2) Goods forming part of business assets are transferred or disposed of by/under directions of
person carrying on the business.

(3) Transfer of right in goods without transfer of title in goods.

(4) Transfer of title in goods under an agreement which stipulates that property shall pass at a
future date.

. Determine whether the following supplies would be treated as supply of goods or supply of
services as per Schedule II:

(a) Temporary transfer or permitting use or enjoyment of any intellectual property right.

600 !'ye GNBIGYSYyld 2N LINPOSadaa 6KAOK Aa | LI
(c) Transfer of title in goods.
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9. The goods supplied on hire purchase basis will be treated as supply of services. Examine the
validity of the statement.

Answer:

The statement is not correct. Supply of goods on hire purchase shall be treated as supply of good

there is transfer of title, albeit at a future date.

10.Examine whether the activity of import of service in the following independent cases would
amount to supply under section 7:

Answer
Supply, under section 7, inter alia, includes import of services for a consideration even if itfis

()

(ii)

(iii)

11. Determine whether the following supplies amount to composite supplies:

o7

A. Miss Shriniti Kaushik received interior decoration services for her residence located at
Bandra, Mumbai from Mr. Racheal of Sydney (Australia). The amount paid for the said
service is 5,000 Australian dollar.

B. Miss Shriniti Kaushik received interior decoration services for her residence located at
Bandra, Mumbai from her brother, Mr. Varun residing in Sydney (Australia) [wholly
dependent on Miss Shriniti]. Further, Miss Shriniti did not pay any considerationtfar
said service.

C. Will your answer change if in the above case, if Miss Shriniti has taken interior
decoration services with regard to her business premises and not her residence?

not in the course or furtherance of business. Thus, although the import of service fofy

consideration by Miss. Shriniti Kaushik is not in course or furtherafidusiness [as the

interior decoration services have been availed in respect of residence], it would amount t

supply.

Schedule |, inter alia, stipulates that import of services by a taxable person from a relatgdd

person located outside India, without consideration is treated as supply if it is provided in th

course or furtherance of business. Explanation to section 1&r, &lia, provides that persons

aKlIff 0S RSSYSR (2 0S aNBflFIiSR LISNE2ya¢ j

per section 2(49), family mearts,

(1) the spouse and children of the person, and

(i) the parents, grangbarents, brothers and sisters of the person Uif they are wholly or
mainly dependent on the said person.

o

1%

as

'.F

In the given case, Miss Shriniti Kaushik has received interior decoration services from Her

brother. In view of section 2(49)(ii) above, Miss Shriniti and her brother shall be considergd
G2 0S NBtFTGSR Fa aAada {KNAYAIGAQA o0NEPRGKSN]
However, Miss Shrinti has taken interior decoration services for her residence and not In
O2dzNBS 2NJ FdzZNIKSNI yOS 2F odzaAySaad [/ 2yasS|
to her would not be treated as supply under section 7 read with Schddule
In the above case, if Miss Shriniti has taken interior decoration services with regard to her

A

dz

odzaAySaa LINBYAaSas>s aSNWAOSAE LINPJDARSR oé [ah

supply under section 7 read with Schedule 1.
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(a) A hotel provides 4 day8 nights package wherein the facility of breakfast and dinner is

provided alongwith the room accommodation.

(b) A toothpaste company has offered the scheme of free soap alongwith the toothpaste.
Answer:
Under composite supply, two or more taxable supplies of goods or services or both, or aj
combination thereof, are naturally bundled and supplied in conjunction with each other, in thg
ordinary course of business, one of which is a principal supply [82{89)]. In view of the same,
(a) since supply of breakfast and dinner with the accommodation in the hotel are naturally bundle
alF AR &adzZllLJ) AS& ljdzZh t AFTe a WwO2YLIRaAadS adzZli &Q
(b) since supply of soap alongwith the toothpaste are not naturally bundled, said supplies do n
jdzt t AT & WO2YLIRAAGS adzZli eQo

12.Dumdum Electronics has sold the following electronic items to Akbar Retail Store.
A. Refrigerator (500 litres) taxable @ 18%
B. Stabilizer for refrigerator taxable @ 12%
C. LED television (42 inches) taxable @ 12%
D. Split air conditioner (2 Tons) taxable @ 28%
E. Stabilizer for air conditioner taxable @12%
Dumdum Electronics has issued a single invoice, indicating price of each of the above item
separately in the same. Akbar Retail Store has given a single cheque of * 1,00f00@ll the
items as a composite discounted price. State the type of supply #meltax rate applicable in
this case.
Answer:
In the given case, the items supplied by Dumdum Electronics are not naturally bundled in the ording

Yy

—

(b

172

ry

course of business. Therefore, such supply is not a composite supply. Further, although Akbar Retalil

Store has paid a composite discounted price for thgsaeds, Dumdum Electronics has not charged a

single price for the said supply. Therefore, said supply is also not a mixed supply. Supply of thgse

goods is, therefore, supply of individual items which are taxable at the respective rates applicableto

them.

13.Manikaran, a registered supplier of Delhi, has supplied 20,000 package8@teach to Mukhija

Gift Shop in Punjab. Each package consists of 2 chocolates, 2 fruit juice bottles and a packet pf

toy balloons. Determine the rate(s) of GST applicable in the given case assuming the rates
GST to be as under:

Chocolates 18%

Fruit juice bottles 12%

Toy balloons 5%
Answer:

—h

As persection 2(74), mixed supply means two or more individual supplies of goods or services, or gny

combination thereof, made in conjunction with each other by a taxable person for a single price

where such supply does not constitute a composite supply.
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Supply of a package containing chocolates, fruit juice bottles and a packet of toy balloons is a mixed
supply as each of these items can be supplied separately and is not dependent on any other. Further,

as per section 8(b), the mixed supply is treatechaipply of that particular supply which attracts

the highest rate of tax. Thus, in the given case, supply of packages is treated as supply of chocolates

[since it attracts the highest rate of tax] and the rate of GST applicable on the packaged6{000
(20,000 x 30) is 18%

14.Gagan Engineering Pvt. Ltd., registered in Haryana, is engaged in providing maintenance and

repair services for heavy steel machinery. For carrying out the repair work, Gagan Engineering
Pvt. Ltd. sends its container trucks equipped with items like repagluipments, consumables,
tools, parts etc. from Haryana workshop to its own repairing centres (registered under GST law

f20F0SR Ay 20KSNJ {dFrdSa IONRaa LYRAIFI gKSNP

being repaired. Discuss the leviability @ST on the inteState movement of trucks from the

workshop of Gagan Engineering Pvt. Ltd. in Haryana to its own repairing centres located in

other States across India.
Answer:

As per section 25(4)27, a person who has obtained more than one registration, whether in one State

or Union territory or more than one State or Union territory shall, in respect of each such registratiof
0S GNBFGSR Fa WRAAUGAYOOH LISNER2YaAQ®

Schedule | to the CGST Act specifies situations where activities are to be treated as supply even if

YIRS gAGK2dzi O2yaARSNI GA2Yy® {dzllLX & 2F 3I22RA
in section 25, when made in the course or furtheranééduasiness is one such activity included in
Schedule | under para 2.

However, as per CBIC circular, the iri@éate movement of various modes of conveyance including,

inter alia, trucks, carrying goods or passengers or both or for repairs and maintenance, between

WRAZGAYOG LISNE2YEQ | & & niff@hef sufbi of sugh caneeinde andy H

0S GNBFGSR WySAOKSNI Fa | adzllli e 2F 3I22Ra Yy 2[NJ
IGST. Applicable CGST/SGST/IGST, however, shall be leviable on repairs and maintenance dope fc

such conveyanciCircular No. 1/1/2017 IGST dated 07.07.2017].

Thus, in the given case, int8tate movement of trucks from the workshop of Gagan Engineering Pvt

[ GR® £ 20FGSR Ay I FNEFYF G2 Ad&a NBLI AN OSy dNJB

adzLlL @ 2F asSNBAOSQo

15.PTL Pvt. Ltd. is a retail store of merchandise located in 25 States/UTs in the country. For th
purpose of clearance of stock of merchandise and to attract consumers, PTL Pvt. Ltd. launche
A0KSYS 2F a.dz2 hyS DS{O hyS CNX¥oGrstaree ohke shik® &
be given free with purchase of one shirt. Determine how the taxability of the goods supplied

— & D

dzy RSNJ d¢. dz2 hyS DSG hyS CNBS¢ aOKSYS A& RS{SN

Answer:
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As per section 7(1)(a), the goods or services which are supplied free of cost (without a
O2yaARSNIGA2Yy0 IINB y20i GNBIFIGSR la aadzlu)x &¢

G.dz2 hyS DSGO hyS CNBS¢ AO0KEBVSZIAYGOVREE PREILIZH
DSG hyS CNBS¢zx 2yS AGSY A& o0SAYy3I Gadzdiy ASR 7

Ny

5 E ¢
WIS
F NX

an individual supply of free goods, but a case of two or more individual supplies where a single price

Is being chaged for the entire supply. It can at best be treated as supplying two goods for the pric
of one.

a)
-

Taxability of such supply will be dependent upon as to whether the supply is a composite supply of a

mixed supply and the rate of tax shall be determined accordingly

16.Sarvanna & Sons wishes to start supplying alcoholic liquor in the State of Tamil Nadu
Therefore, it applies for license to the Tamil Nadu Government for selling liquor for which the
State Government has charged specified fee from it. Examine whether ttagof alcoholic
liquor license by the Tamil Nadu Government to Sarvanna & Sons qualifies as supply

Answer:

Services by way of grant of alcoholic liquor license by the State Governments have been notified

be treated neither as a supply of goods nor as a supply of service. Such licence is granted ag3

consideration in the form of licence fee or applicatiee or by whatever name it is called.

This special dispensation is applicable only to supply of service by way of grant of liquor licenses

the State Governments as an agreement between the Centre and States and is not applicable/hag

precedence value in relation to grant of other licensesl privileges for a fee in other situations,

where GST is payable.

Thus, in the given case, the grant of alcoholic liquor license by the Tamil Nadu Government

Sarvanna & Sons is neither a supply of goods nor a supply of service.
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3. CHARGE OF GST

LEVY & COLLECTION OF CGST & IGST [SECTION 9 OF THE CGST ACT & SECTIC

Section 9
of the LEVY AND COLLECTION
CGST Ac
Su.b Particulars
Section
(2) Subject to the provisions of stgection (2)there shall be levied a tax called t
central goods and services tax on all iRBtate supplies of goods or services
both, except on the supply of alcoholic liquor for human consumption, on the \
determined under section 15 and at such rates, exteeding twenty per cent., &
may be notified by the Government on the recommendations of the Counci
collected in such manner as may be prescribed and shall be paid by the t3
person.
(2) The central tax on the supply of petroleum crude, high speed diesel, motor

(commonly known as petrol), natural gas and aviation turbine fuel shall be ¢
with effect from such date as may be notified by the Government on
recommendations of ta Council.

3) The Government may, on the recommendations of the Council, by notifice
specify categories of supply of goods or services or both, the tax on which sk
paid on reverse charge basis by the recipient of such goods or services or bg
all the provisions of this Act shall apply to such recipient as if he is the person
for paying the tax in relation to the supply of such goods or services or both.
4 The Government may, on the recommendations of the Council, by notifice
specify a class of registered persons who shall, in respect of supply of sp
categories of goods or services or both received from an unregistered suppli€
the tax on reverse charge basis as the recipient of such supply of goods or se
or both, and all the provisions of this Act shall apply to such recipient as if he
person liable for paying the tax in relation to such supply of goods or servic
both.
(5) The Government may, on the recommendations of the Council, by notificg
specify categories of services the tax on intraState supplies of which shall b
by the electronic commerce operator if such services are supplied through it
all the provsions of this Act shall apply to such electronic commerce operator
he is the supplier liable for paying the tax in relation to the supply of such ser
Provided that where an electronic commerce operator does not have a phy
presence in the dxable territory, any person representing such electrg
commerce operator for any purpose in the taxable territory shall be liable to
tax: Provided further that where an electronic commerce operator does not |
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a physical presence in the taxable territory and also he does not ha
representative in the said territory, such electronic commerce operator ¢
appoint a person in the taxable territory for the purpose of paying tax and
person shall be liableotpay tax

B. DETAILED ANALYSIS OF SUB SECTION (1) aS®¢X oCGST ACT:
a.

MIDETAILED ANALYSIS OF SUB SECTION (3) and (4) of Sec 9 of CBREVRRSE CHA

MECHANISM (RC

a. Reverse Charge:

Central Goods and Services Tax (CGST) shall be leviedhtna-8tate supplief goods or

services or both.

The tax shall be collected in such manner as may be prescribed anbespaitl by the taxable

person However, intraState supply of alcoholic liquor for human consumption is outside the

purview of CGST

Value for levyTransaction value under section 15 of the CGSTwAltbe discussed in further

chapters).

Rates of CGSRates for CGST are rates as may be notified by the Government on the

recommendations of the GST Counidiaximum rate of CGST can be 2@¥.equivalent rate

of SGST also will be levied.

Inter State Supply:

i. However, Onnter-State supplies of goods and/or servickdegrated Goods and Services
Tax(IGST) is levieoh the transaction value under section 15 of the CGST Act.

ii. Sincealcoholic liquor for human consumption is outside the purview of GSTIG&T is
also not leviable on the same.

iii. IGST is the sum total of CGST and SGST/UW&8mum rate of IGST can be 40%

However, CGST/IGST on supply of the following itemsdtaget been leviedit shall bdevied

with effect from such date as may be notified by the Governmanthe recommendations

of the Council:

I. petroleum crude

ii. high speed diesel

iii. motor spirit (commonly known as petrol)

iv. natural gas and

v. aviation turbine fué

I. Reverse charge means tliability to pay tax is on the recipient of supply of goads
services instead of the supplier of such goods or services in respect of notified categori
of supply

ii. Generally, the supplier of goods or services is liable to pay GST. However, under the
reverse charge mechanism, thability to pay GST is cast on the recipient of the goods or
services.

(D
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iii. Under normal circumstances, the statutory liability to deposit GST and undertake
compliances [i.e., to obtain registration under GST, deposit the tax with the Government,
filing returns, etc.] is on the supplier while he may recover the same from itsieatip

iv. However, under reverse charge mechanism, the statut@ility to deposit GSand
undertaking compliance requirementg.e., to obtain registration under GST, deposit the
tax with the Government, filing returns, ethifts from supplier to recipient.

v. There are two types of reverse charge scenarios provided in law.

1 First scenario occurs in case of supplyspécified categories of goods or services
covered by section 9(3) of the CGST/ SGST (UTGST) Act. Similar provisions| are
contained under section 5(3) of the IGST Act.

1 Second scenario occurs in casesopply of specified categories of goods or services
made by an unregistered suppligr specified class of registered recipients, covered
by section 9(4) of the CGST Act. Similar provisions are contained under section 5(4) of
the IGST Act.

DIGOODS NOTIFIED UNDER REVERSE CHARGE MECHANISM UNDER SECTION 9(
Supplies of goods taxable under reverse charge, i.e. supply of the goods where tax is payablg by
the recipient:
a. Goods like cashewnuts [not shelled/peeled], bidi wrapper leaves, tobacco leaves and rgw

cotton (when supplied by an agriculturist to any registered person),
b. Supply of lottery (when supplied by State Government, Union Territory or any local authority
to lottery distributor or selling agent),

Slk yarn (when supplied by manufacturer of silk yarn to any registered person),

Used vehicles, seized and confiscated goods, old and used goods, waste and scrap (wpen

supplied by Central Government, State Government, Union Territory or any local authority tp

any registered person), etc.
are taxable under reverse charge.

o o

=ISUPPLY OF SERVICES TAXABLE UNDER REVERSE CHARGE UNDER SECTION
ACT, |.E. THE SERVICES WHERE TAX IS PAYABREBWTHEN

1. Supply of service by a Goods Transport Agency (GTA) in respect of transportation of goods
by road:
a. Supply of serviceby a Goods Transport Agency (GiAjespect of transportation of
goods by roado specified recipientsvill attract reverse charge.
b. Who are Specified recipients?
i. Anyfactoryregistered under or governed by the Factories Act, 1948; or
il. Any societyregistered under the Societies Registration Act, 1860 or under any othe
law for the time being in force in any part of India; or
iii. Any co-operative societyestablished by or under any law; or
iv. Anyperson registered under the CGST Act or the IGST Act or the SGShALITGST
Act; or
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v. Anybody corporate established, by or under any law; or

vi. Any partnership firmwhether registered or not under any law including association of
persons; or

vii. Any casual taxable person.

c. Non applicability of reverseharge if GTA services provided tdowever, reverse charge
mechanism (RCM) shall not apply to services provided by a GTA, by way of transport|of
goods in a goods carriage by road to
1 a Department/ establishment of the Central Government/ State Government/ Union
territory; or

1 local authority; or

1 Governmental agencies, which has taken registration under the CGST Act only for the
purpose of deducting tax under section 51 and not for making a taxable supply g
goods or services

=

d. Reverse charge not applicable if GTA opts for forward chaFgeather, nothing contained
in this entry shall apply where,

1 the supplierhas taken reqistrationnder the CGST Act, 2017 agkrcised the option
to pay tax on the services of GTArelation to transport of goods supplied by him
under forward charge; and

1 the supplier has issued a tax invoice to the recipiemarging CGST at the applicable
rates and has made the prescribed declaration on such invoice issued by him.

e. Recipient of GTA servicRecipient of GTA service is the person who paisfide to pay
freight for transportation of gooddy road in goods carriage, located in the taxable
territory.

2. Services provided by an individual advocate including a senior advocate or firm of
advocates
a. Services provided by amdividual advocate including a senior advocate or firm of

advocatedy way oflegal servicedirectly or indirectly

b. To awybusiness entity located in the taxable territory
c. The liability to deposit tax falls @ervicerecipient(i.e., business entity)
Note: d[ SAFf &ASNBAOSE YSIya | yeadvied Ndasul@Ryr LINE G,
assistance in any branch of law, in any manneriaohlides representational servicbsfore
any court, tribunal or authority.

3. Services supplied by an arbitral tribunal to a business entity.

4. Services provided by way @onsorship to anyBody corporate orPartnership firm
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5. Services supplied by the Central Government, State Government, Union territory or local
authority to a business entity
a. Services supplied by the Central Government, State Government, Union territory or locgl
authority to a business entitgxcluding, the following servicesill attract reverse charge.
i. Renting of immovable property, and
ii. services specified below
1 Services by the Department of Posts;
1 Services in relation to an aircraft or a vessel, inside or outside the precincts of g
port or an airport;
i1 Transport of goods or passengers.

5A. Services supplied by Central Government, State Government, Union territory or local
authority by way of renting of immovable property to a person registerethider CGST Act,
2017

5B. Services suppliethy any persorby way of Transfer of development rights (TDR) or Floor
Space Index (FSlincluding additional FSI) for construction ofpsoject by a promoter

5C.Long term lease of lan@30 years or more) by any person agairgginsideration in form of
upfront amount (called as premium, salami, cost, price, development charges or by any
other name)and/or periodic rentfor construction of a project by a promoter

5AAService by way ofenting of residential dwelling to a reqgistered person

6. Servicessupplied by a director of a company/ body corporate the saidcompany/ body
corporatelocated in taxable territory
In order to determine the leviability of tax on the remuneration paid to the directors, we first
need to ascertain whether the director is an employee of the company or not. Following twg
situations are possible
a. If directors are not employees:

i. Services provided by the independent directors/those directors (by whatever namg
called)who are not employee®f the said company to such company, in lieu of
remuneration as the consideration for the said services, are cleatkide the scope
of Schedule libf the CGST Afllegative Listand are therefore taxable.

il. such remuneration paid to the directorstéxable in hands of the company, on reverse
charge basis

b. If directors are employees:

i. In case where it is ascertained that a director, irrespective of name and designation,
an employee next step would be to examine whether all the activities performed by
the director are in the course aémployeremployee relationd A ®S & | GORY
ASNIAOSE 0 2N A ad QigkySINGG Gy 8F 25NI SAaYSSNAAIA C@SFe @
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7. Servicessupplied by an insurance agertb any person carrying on insurance business
located in the taxable territory.

8. Servicessupplied by a recovery agerib a banking company or a financial institution or a
non- banking financial companjocated in a taxable territory.

¢KS LI NI 27F RA NEh@hfeNBciared\ds SatayieStieIbabks diya
company and subjected t6DS under section 19# the Incometax Act (IT Act), are
not taxablebeing consideration for services by an employee to the employer in the
course of or in relation to his employmeim terms of Schedule IIl.

CdzZNIKSNE GKS LI NI 2F SYLX 2SS RANBOG2
otherthansalaried y G KS O2YLJI yeé Qa | 1DSandsf sedion194R
of the IT Act agees for professional or technical servias treated as consideration
for providing services which arutside the scope of Schedule did is therefore,
taxable Besides, as already discussed, the recipient of the said services i.e. tH
company, is liable to discharge the applicable GST on it on reverse charge basis

9. Supply ofservices by a music composer, photographer, artstthe like by way of transfer
or permitting the use or enjoyment of a copyright covered under section 13(1)(a) of the
Copyright Act, 1957 relating to original dramatic, musical or artistic wotksa music
company, producer or the like, located in a taxable territory.

9A.Supply of services by an author
a. Supply ofservices by an authdsy way of transfer or permitting the use or enjoyment of
a copyright covered under section 13(1)(a) of the Copyright Act, 1957 relating to origin
literary worksto a publisher located in taxable territoaye covered under reverse charge
(i.e.,publisher is liable to deposit tax).
b. However, an author can choose to pay tax under forward charge if

10. Supply ofservices by the members of Overseeing CommittedReserve Bank of India (RBI)

He has taken reqistrationnder the CGST Act afitkd a declarationin the prescribed

form,

1 that he exercises the option to pay CGfilthe said service under forward charge
in accordance with section 9(1) and

1 to comply with all the provisionas they apply to a person liable for paying the tax
in relation to the supply of any goods and/or services and

9 that he shall not withdraw the said option within a period of 1 y&gam the date
of exercising such option;

he makes adeclaration on the invoice issued by him in prescribed fdamnthe

publisher.
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11.Servicessupplied by individual Direct Selling Agents (DSA#)er than a body corporate,
partnership or limited liability partnership(LLP) firmto bank or nonbanking financial
company(NBFCs), located in a taxable territory.

12.Services provided by business facilitatdo a banking companylocated in a taxable
territory.

13. Services providethy an agent of business correspondetatbusiness corresponderiocated
in taxable territory.

14.Supply of Security services:

a. Security services (services provided by way of supply of security perspnostjed by
person other than a body corporat® a reqgistered personlocated in the taxable
territory, will becovered under reverse charge.

b. However, nothing contained in this entry shall apply to:

i. a Department or Establishment of the Central Government or State Government of
Union territory; or

ii. local authority; or

iii. Governmental agencies; which has taken registration under the CGST Act, 2017 on
for the purpose of deducting tax under section 51 of the said Act and not for making
a taxable supply of goods or services; or

iv. aregistered person paying tax under composition scheme.

y

15. Services provided by way of renting of any motor vehicle designed to carry passengers
a. Applicability of RCM:

i. Services provided by way of renting of any motor vehicle designed to carry passengdrs
by any person othethan body corporate where the cost of fuel is included in the
consideration charged from the service recipient,

ii. To any Body Corporatecated in a Taxable territoffyefer note for meaning of body
corporate) and

iii. Service providedoes not issue an invoice charging CGST @ 6%rvice recipient,

iv. Will be covered under reverse charge.

b. Taxability of renting of motor vehicle designed to carry passengers:

i. Service by way of renting of any motor vehicle designed to carry passengers whefe
the cost of fuel is included in the consideration charged from the service recipient ar¢
taxable at the following two rates:

1 @ 5% (2.5% CGST+2.5% SGST/UTGST or 5%nrav&®iEd supplier of services
has takeronly the limited ITC (of input services in the same line of busimess)

1T @ 12% (6% CGST+6% SGST/UTGST or 12%h@&&T3upplier of services opts
to pay GST at said rate. In this cakere is no restriction on availing ITC goods
or services used in supplying renting of motor vehicles service by the supplier g
service.

—h
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Note:

Meaning of Body CorporateAs per section 2(11) of the Companies Act, 2013, body corporate o
corporation includes a company incorporated outside India, but does not intlude

1. a cooperative society registered under any law relating to cooperative societies; and

2. any other body corporate (not being a company as defined in this Act), which the Centr

c. The following chart explains, who is required to pay GST in case of renting of motor vehig
Service:

PERSON LIABLE TO PAY TAX UNDER RENTING OF MOTOR VEHICLE SERVICE

|
[ 1

Where GST is payable @ 5% Where GST is payable @ 12%
Supplier is other Supplier is Body
than Body Corporate Corporate
Recipient is a Body Recipient is other than
Corporate Body Corporate —— Forward Charge

R ch Person liable to pay GST is
everse Charge GTA

Person liable to pay GST is such recipient

e

16.Services of lending o8 SOdzNA G A S&a dzy RSNJ { SOdzZNAGASEA [ SYR

Securities and Exchange Board of India

a. Service Providertender i.e., a person who deposits securitiegistered in his name/in
the name of any other person duly authorised on his behalf with an approved
intermediary for the purpose of lending under Scheme of SEBI

b. Service RecipientBorrower i.e., a person who borrows the securitiesler the Scheme
through an approved intermediary of SEBI.

c. The above transactions apevered under reverse charge mechanism.

17.In addition to them, following service is also notified by said notification under reverse
charge for IGST purposedmportation of Services:
a. Any service supplied by any person whtmcated in a nortaxable territory
b. To any persomther than nontaxable online recipienibcated in taxable territory
c. Tax igpayable by the person importing such service

Government may, byotification, specify in this behalf.
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=M TAX PAYABLE BY ELECTRONIC COMMERCE OREEATAR) OF CGST

1.

G. SIS I[ONREINIBIS In order to determine the rate applicable on a particular supply of
goods or services, one needs to first determine the classification of such goods or services.
1.

2.

Electronic Commerce Operator (ECO) is any person @kpns/operates/manages an
electronic platformfor supply of goods or services or both.

SometimesECO itself supplies the goods or servidisplayed on its electronic portal.
However, many a times, the products/services displayed on the electronic portatarally
supplied by some other person to the consumer

When a consumer places an order for a particular product/ service on this electronic porta],

the actual supplier supplies the selected product/ service to the consumer

Theprice/ consideratiorfor the product/ serviceas collected by the ECitom the consumer
andpassed on to the actual suppliafter the deduction of commission by the ECO.

The Government may, on thhecommendations of the GST Couneitify specific categories
of serviceshe tax [CGST/SGST/IGST] on supplies of which shpdlithdoy the electronic
commerce operato(ECO) if such services are supplied through it.

Few services have been so notified. For instance, service by waansportation of

passengers by a raditaxi, motorcar, maxi cab and motor cyckdc.

CLASSIFICATION OF GOODS:

a. Classification of goods means identification of the
i. chapter,

ii. heading,
iii. sub-heading and
iv. tariff item in which a particular product will be classified.

b. Chapter, heading, subeading and tariff item are referred in the Schedules of rate
notification for goods under GST are the Chapter, headinghsaling and tariff item of
the First Schedule to the Customs Tariff Act, 1975.

c. Indian Customs Tariff is based d#SN HSN stands foHarmonized System of
Nomenclature

d. Itis amultipurpose international produaiomenclaturedeveloped by the World Customs
Organization (WC®)r the purpose of classifying goods across the World in a systematig
manner.

e. Itcomprises of aboub,000 commodity groupsach identified by & digit codgcode can
be extended], arranged in a legal and logical structure and is supported byefieied
rules to achieve uniform classification.

f. India has extended the HSN codes up -idts.

CLASSIFICATION OF SERVICES:

a. A new Scheme of Classification of Services has been devised under GST. It is a mod
version of theUnited Nations Central Product Classification.

b. Under this scheme, the services of various descriptions have been classified under varig
sections, headings and groups.

fied

us
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c. Chapter 99 has been assigned for servidéss chapter has following sections:

a.

b. With regard to IGST, broadly six rates have been notified in six Schedules of rate

2. GST RATES PRESCRIBED FOR VARIRNMSES
a.

o

—h

viz., 0.125%, 1.5%, 2.5%, 6%, 9% and 14%. SGST/ UTGST at the equivalent rate is

i. Section 5 Construction Services

ii. Section 6 Distributive Trade Services; Accommodation, Food and Beverage Servick;

Transport Services; Gas and Electricity Distribution Services

iii. Section 7 Financial and related services; real estate services; and rental and leasir|g

services
iv. Section 8 Business and Production Services

v. Section 9 Community, social and personal services and other miscellaneous servicgs

Each section is divided into various headings which is further divided into Groups. |

FAdzZNI KSNJ RAGAaAA2Yy Aa YIFIRS Ay GKS F2N¥ 27

gIGST RATE

1. GST RATES PRESCRIBED FOR VARIOUS GOODS:

S

Broadly, six rates of CGST have been notified in six Schedules of rate notification for gogds,

leviable.

notification for goods, viz., 0.25%, 3%, 5%, 12%, 18% and 28%

b als

Broadly, six rates of CGST have been notified for services, viz., 0.75%, 2.5%, 3.75%, 6%, 9%

and 14%. Equivalent rate of SGST/ UTGST will also be levied.
For IGST, six rates have been notified for services, viz., 1.5%, 5%, 7.5%, 12%, 18% and
For certain specified servicas] rate of taxhas been notified.

Services of gambling, services by way of admission to entertainment events/access o

amusement facilities including casinos, race club, any sporting event such as IPL and
like, services provided by a race club by way of totalisator or a license toriadek in
such club, attract the highest rate of 28% (CGST @ 14% and SGST @ 14% or IGST @

28%

he

28%

A number of services are subject to a lower rate of 5% (CGST @ 2.5% and SGST @ 2.$%% o

IGST @ 5%). For instance, GTA service is taxed @ 5% subject to the conditmedihat

of input tax charged on goods/services used in supplying said service has not been taken.

Similarly, tax rate for restaurant service is 5% without any input tax credit.
Services not covered under any specific heading are taxed at the rate (CI83d @ 9%
and SGST @9% or IGST @ 18%)).
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QUESTIONS

1. State the person liable to pay GST in the following independent cases provided recipient ig
located in the taxable territory:
(1) Services provided by an arbitral tribunal to any business entity.
(2) Sponsorship services provided by a company to an individual.
(3) Renting of immovable property service provided by the Central Government to a registered
business entity.
Answer:
1. Since GST on services provided or agreed to be provided by an arbitral tribunal to any busin

entity located in the taxable territory is payable under reverse charge, in the given case, GST

payable by the recipientbusiness entity.

2. GST on sponsorship services provided by any person to any body corporate or partnership firm

located in the taxable territory is payable under reverse charge. Since in the given case, servi
have been provided to an individual, reverse charge proviswitisnot be attracted. GST is
payable under forward charge by the supplgecompany.

3. GST on services supplied by Central Government, State Government, Union territory or lo
authority by way of renting of immovable property to a person registered under CGST Act, 20]
is payable under reverse charge. Therefore, in the given case, Gyalitepunder reverse charge
by the recipient registered business entity.

2.+ A0S D2elfts Iy AYRSLISYRSYld RANBOG2NI 2F I ¢
1 lakhfrom A2Z Pvt. Ltd for attending the Board meetings. Who is the person liable to pay tax
in this case?

Answer:

Yo

GST on supply of services by director of a company to the said company located in the taxaple

territory is payable on reverse charge basis. Therefore, in the given case, person liable to pay G§
the recipient of services, i.e., A2Z Pvt. Ltd.

3. Raghu Associates provided sponsorship services to-WBR Cricket Academy, an LLP.
Determine the person liable to pay tax in this case.

Answer:

In case of services provided by any person by way of sponsorship to any body corporate

partnership firm, GST is liable to be paid under reverse charge by such body corporate or partners|

firm located in the taxable territory. Further, for the reversbarge purposes, Limited Liability

Partnership formed and registered under the provisions of the Limited Liability Partnership Act, 20(

is also be considered as a partnership firm. Therefore, in the given casé/IN/Ericket Academy is

liable to pay GSilinder reverse charge

T is

or
hip
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4. Safe Trans', a Goods Transport Agency, transported goods of Kapil & Co., a partnership firm
which is not registered under GST. Determine the person liable to pay tax in this case.

Answer:

In case of services provided by Goddansport Agency (GTA) in respect of transportation of goods

by road to, inter alia, any partnership firm whether registered or not under any law; GST is liable fo

be paid by such partnership firm. Therefore, in the given case, Kapil & Co. is liableG&paynder
reverse charge

5. Legal Fees is received by Sushrut, an advocate, from M/s. Tatva Trading Company havijg

0dzNy 2 GOSN 27F pn t1F1K Ay LINSOSRAY3I FAYIFYyOA
Answer:

GST on legal services supplied by an advocate [Mr. Sushrut] to any business entity [M/s. Tatva Trafing
Company] located in the taxable territory is payable on reverse charge basis. Therefore, in the giyen

case, person liable to pay GST is the recipieseofices, i.e., M/s. Tatva Trading Company.

6. State the person liable to pay GST in the following independent cases provided recipient ig
located in the taxable territory:
a. Services supplied by an insurance agent to an insurance company.
b. Services supplied by a recovery agent to a car dealer.
c. Security services (services provided by way of supply of security personnel) provided to g
registered person.
Answer:

(1) GST on services supplied by an insurance agent to any person carrying on insurance busipess
located in the taxable territory is payable under reverse charge. Therefore, in the given case, GST

is payable under reverse charge by the recipehisurance Cogany.

(2) GST on services supplied by a recovery agent to a banking company or a financial institution ¢r a

non- banking financial company located in the taxable territory is payable under reverse chargg.

However, since, in the given case, services are being sdpplia recovery agent to a car dealer,
GST is payable under forward charge by the service provigeovery agent.

(3) GST on security services (services provided by way of supply of security personnel) provided o a

registered person, located in the taxable territory is payable under reverse charge. Therefore, |in

the given case, GST is payable under reverse charge bgcibéentc registered person receiving
the services.
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4. EXEMPTIONS FROM GST

EXEMPT SUPPISéction 2(47)|Exempt supply has been definedsagply of any goods or services
or both which

a. attractsnil rate of taxor

b. which may bevholly exempt from taxand

c. includesnon-taxable supply

NONTAXABLE SUPP]Séction 2(78)]:Nontaxable supply means a supply of goods or services or

both which is not leviable to tax under CGST Act or under the IGST Act.

Examples of supply not leviable to tax are:

a. Alcoholic liquor for human consumption,

b. Specified petroleum products namely Petroleum Crude, High Speed Diesel, Motor spirit (commenly
knownPetrol), Natural Gas and Aviation Turbine Fuel.

PWIPOWER TO GRANT EXEMPTION FROM TAX [SECTION 11 OF THE CGST ACT/SE(
IGST AC

WHERE THE GOVERNMENT IS SATISFIED THAT IT IS NECESSARY IN THE
PUBLIC INTEREST SO TO DO, IT MAY, ON THE RECOMMENDATIONS OF

THE COUNCIL
|
| |
BY NOTIFICATION BY SPECIAL ORDER
exempt generally, in each case, under
either absolutely or circumstances of an
subject to such exceptional nature to
conditions as may be be stated in such
specified therein, order, exempt from
goods or services or payment of tax any
both of any specified goods or services or
description from the both on which tax is
whole or any part of leviable. [Sec 11(2) of
the tax leviable CGST ACT]
thereon. [Sec 11(1) of
CGST ACT]

1. Exemption from payment of taxGST law empowers th€entral Government or State
Governmentas the case may be, to grant exemption from tax. The exemption is granted o
recommendation of the GST Couné&ikemption can be from whole of the tax or part of the
tax. It should be granted ipublic interest

2. Absolute / Unconditional Exemption:

a. The absolute/ unconditional exemptionngandatory in nature.

—
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b. Where the supply of the goods or services or both aneonditionally exempted from
whole of the taxthe registered persoR2 Say Qi KI @S 2 LJi A ®nfsuch 2
supply of goods or services or both.

c. Where the supply of the goods or services or both are unconditioexiynpted from
part of the tax the registered persoR2 S&y Qi K|l @S 2 1JiA2Yy G2
excess of the effective rat®n such supply of goods or services or both.

3. Conditional ExemptionHowever, where the exemption is conditional, it is at tgion of
the reqistered persomhether to avail the same or not.

MGOODS WHOLLY EXEMPTED FROM TAX U/S 11(1) OF CGST ACT OR 6(1)
1. Under GST, everydagms used by the common man have been included in the list of
exempted items

GOODS WHOLLY EXEMPT FROM GST

Plastic uhbranded
Bangles B, atta/ maida/
besan
Examples of
everyday items

d food
used by the common unpacked foo

grains,

Indian
National Flag

mah e.xempte.d

from GST

milk, eggs,
curd, lassi,
Live Fish fresh
vegetables
and fruits

ol |IST OF SERVICES EXEMPTED FROM GST [NOTIFICATION NO. 12/2017 CENTR
DATED 28.06.201

MSERVICES RELATED TO CHARITABLE AND REOGNIUS

1. Entry No. 1- Services by an entity registered under section 12AA of the IncemeAct, 1961
by way of charitable activities:
In order to claim exemption under Entry 1 of the Notificatifwllowing two conditions must be
satisfied:
i. The entityshould be registered under section 12A#the Incometax Act, 1961, and
ii. The entitymust carry out one or more of the specified charitable activities
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U Meaning of Charitable Activitest KS G SNY WOKI NAGFoftS | OGNDA
to-
i. Public healthby way of
1 care orcounsellingof
0 terminally ill persons or persons witevere physical or mental disability;
0 persons afflicted wittHIV or AIDS
U persons addicted to dependenceforming substanceuch as narcotics drugs
or alcohol; or
1 public awarenesof preventive health, family planning or prevention of HIV
infection;
ii. Advancement of religionspirituality or yoga;
iii. Advancement of educational programmes/skill developmerdlating to;
1 abandoned, orphaned or homeless children;
1 physically or mentally abused and traumatized persons;
1 prisoners; or
1 personsover the age of 65 years residing in a rural area;
iv. Preservation of environmenincluding watershed, forests & wildlife.

0 Management of educational institutions by charitable trusts

i. Activities of schools, colleges or any other educational institutions run by charitablg
trusts by way of education or skill development of
1 abandoned, orphans, homeless children,

1 physically or mentally abused persons,

1 prisoners or

1 persons over age of 65 yeassaboveresiding in a rural area,
will be considered as charitable activities and income from such supplies will be wholly
exempt from GST.

ii. The term rural area means the areamprised in a villagas defined in land revenue
records,excluding the area under any municipal committee, municipal corporation,
town area committeecantonment board or notified area committee; or any area that
may be notified as an urban area by the Central Government or a State Governmenf.

4

Example:Shiksha Academy, an educational institute run by Sarvsewa Trust, a charitabje
trust registered under section 12AA of the Incetare Act, 1961, has organized a Skill
Development Programme for the old age people over the age of 65 years residing |i
Bangalorecity (an urban area). Services provided by Shiksha Academy do not fall withjn
0KS LzZNDASE 2F WOKINARGIOoES | OGAGAGASEAQOD
development relating to persons over the age of 65 years, are covered undefitiigon
2F WOKIFNARGFoOofS OGAGAGASAQ 2yie 6KSY &dOK

5

U Hostel accommodation provided by trusts
i. Hostel accommodation services provided by trusts to studeotsiot fall within the
ambit of charitable activitieas defined above.
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Note:

Thus, only those services provided by a charitable and religious trusts [registered und

il. However, accommodation service in hostels including such services provided by trugts

having @l f dz§ 2 F &dzLJLJ) & dzLJi 2  undermEntrysia of tHE NJ
Notification.

Arranging yoga and meditation camp by charitable trusts:

I. Services provided by entity registered under section 12AA of the Ineaxéct, 1961
by way ofadvancement of religion, spirituality or yogae exempt as such activities
are covered in definition of charitable activities.

ii. Fee or consideration charged in any other fdrom the participants for participating
in a religious, yoga or meditation programme or camp meant for advancement of
religion, spirituality or yogahall be exempt

iii. Residential programmes or camywhere the fee charged includes cost of lodging and
boarding shall also be exempis long as the primary and predominant activity,
objective and purpose of such residential programmes or camps is advancement ¢f
religion, spirituality or yoga.

iv. However, if charitable or religious trusts merelygsimarily provide accommodation
or serve food and drinks against consideratiorany form including donation, such
activities will betaxable.

v. Similarly, activities suchs holding of fithess camps or classegh as those in
aerobics, dance, music etc. will be taxable.

A\1%4

Example:Bhavyajyoti Foundation, a charitable trust registered under section 12AA of th
Incomeli  E ! OG3 mcpems KFa 2NHFYAT SR | W, 23|
would be exempt on the same as services provided by entity registered under se&tion 12
of the Incometax Act, 1961 by way of advancement of religion, spirituality or yoga are
exempt

Hospitals managed by charitable trustsiealth care services provided by the religious
and charitabldrust will be exempted.

1%
—_

section 12AA of the Incomtax Act]which fall within the above definition of charitable
activities are eligible for exemption from GST.

There could be many other services provided by such charitable and religious trust@vehich

not covered by the definition of charitable activitiaad hence, suckervices would attract
GST

For instancegrant of advertising rightt a person on the premises of the charitable/religious
trust or on publications of the trust, @iranting admission to events, functions, celebrations,

shows against admission tickets or fete. would attract GST.

2. Entry 13(a) Conduct of Religious ceremony:
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a. Theamount chargedby whatever name called, for the conductaniy religious ceremonig
exempt from GST.

b. Religious ceremonies atlde-cycle ritualsincluding speciateligious poojasconducted in
terms of religious texts by a person so authorized by such religious texts. Occasibirghike
marriage, and deatimvolve elaborate religious ceremonies.

ExampleRaamanand Joshi, a priest, chargel®2,000 for conducting a religious ceremony on the
OANIKRF® 2F DKIYyakKelyYQa azy® ¢KS FYz2dzyd OKL
exempt from GST.

3. Entry 13(b) Renting of precincts of religious place meant for general public:
Services by a persdoy way ofrenting of precincts of a religious plangeant forgeneral publi¢
owned or managed by an entity registered as a charitable or religious trust under section 124A
of the Incometax Act, 1961 or a trust or an institution registered under section 10(23C)(v) of thq
Incometax Act or a body or an authority covered under sactl0(23BBA) of the said Income
tax Act.

However,nothing contained in entry (b) of this exemption shall apply to

i. renting of roomsw~vhere charges are 1,000 or more per day;

il. renting of premises, community halls, kalyanmandapam or open, aed the like where
charges are 10,000 or more per day

iii. renting of shops or other spaces for business or commerere charges are 10,000 or
more per month

Activities otherthan - conduct of religious ceremony and renting of precincts of religious place
will be taxablearrespective of the manner or the name in which the consideration is received.

Note:

i. The word 'precincts' is not to be interpreted in a restricted manner afidmmovable
property of the religious plactcatedwithin the outer boundary wallef the complex (of
buildings and facilities) in which the religious place is located, is to be considered as beipg
located in the precincts of the religious place.

ii. Theimmovable property located in the immediate vicinapd surrounding of the religious
placeand owned by the religious place or under the same management as the religious plage,
may be considered as being located in the precincts of the religious atatextended the
benefit of above exemption.

Examples:

1. Durgadevi Trust, a religious trust registered under section 12AA of the IHegme&t, owns
and manages a temple in their locality. It rents the commercial shops located in the precingts
of the temple for a rent of 10,000 per month per shop. The consideration so received is liabl
to GST as such services are exempt only when the consideration is less1th@00 per
month.

11%
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2. Sarvshiksha Foundation, an educational institution registered under section 10(23C)(v) of fhe
Incometax Act, owns and manages a gurudwara. It rents the community hall located in th
precincts of the gurudwara for a rent of 9,000 per day for a marriage function. The
consideration so received is exempt from GST as the consideration is lessLh@A0 per
day.

\V

4. Entry 60- Religious yatras or pilgrimage:

a. Only such services of religious pilgrimage agpaogided by specified organizatiom respect
of a religious pilgrimage facilitated by the Government of India (Got)der bilateral
arrangement, are exempt from GST.

b. The term specified organization as referred herein means
I.  Kumaon Mandal Vikas Nigam Limited (KMVN), a Government of Uttarakhand Undertakir|g;

or
i. WIF2 /2YYAGGSS 2F LYRAFQ 2N W{dFraGS 112 |/2

c. In short, as per Entry 60, theervices provided by the Haj Committee and KMVN in relation

to pilgrimage to Mecca and Kailashlansarovar respectively are not liable to GST

ExampleKMVN supplies numerous services, namely, medical facilities, catering services, secuyity,
accommodation services, etc. to the pilgrims undertaking KaNéestnsarovar pilgrimage. Such
services provided by KMVN in respect of the religious pilgrimage to Kislitasarovar are
covered under entry 60 and thus, are exempt

5. Entry 80- Services byvay of training or coaching in recreational activities
Services by way of training or coaching
i. Recreational activities relating tarts or culture by an individuabr
ii. sports by charitable entitiesegistered under section 12A# 12ABof the Incometax Act
are exempt from GST.

U Meaning of Recreational Activities:

i. The term recreational activities is very wide.

ii. However, under this entry, the scope of training or coaching in recreational activities i
restricted to the area of artandculture.

iii. Hence, the training or coaching in recreational activities in dheas other than arts,
culture is outside the purview of this entry

iv. Further, training or coachinglating to all forms of arts, culture or sporsscovered under
this entry, namely, dance, music, painting, sculpture making, literary activities, theatrg,
etc. of any school, tradition or language or any of the sports.

v. Services provided by way @faining or coaching in recreationadctivities relating to
sportsis exempted only when said servia® provided by a charitable entitggistered
under section 12AAr 12ABof Incometax Act

U
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Note: Services provided to charitable or religious trusts are not outside the ambit oflGEEs
specifically exempted, all goods and services supplied to charitable or religiousaeisgsiable
to GST

Example: Manavtaa Sansthaan, a charitable trust registered under section 12AA of the-Inconpe
GFEE ' QG mMdecmzE KF& 2NBFYAT SR | W, a1SGol ff

the same as services provided by entity registered under sectigndf2he Incomeax Act, 1961
by way of training or coaching in sports are exempt.

INAGRICULTURE RELATED SER

1. Entry 24- Services by way dbading, unloading, packing, storage or warehousiofyice

2. Entry 24A- Services by way olvarehousing of minor forest produce

3. Entry 24B- Services by way adtorage/ warehousingof cereals, pulses, fruitand vegetables.

4. Entry 54- Services relating taultivation of plants and rearing of all life forms of animalexcept
horses :

Services relating to cultivation of plants and rearing of all life forms of animals, except the
rearing of horses, for food, fibre, fuel, raw material or other similar products or agricultural
produce by way of—

loading, unloading, packing, storage or warehousing of agricultural produce;

agricultural extension services

services by any Agricultural Produce Marketing Committee or Board or services
provided by a commission agent for sale or purchase of agricultural produce

agricultural operations directly related to production of any agricultural produce
including cultivation, harvesting, threshing, plant protection or testing;
supply of farm labour;
processes carried out at an agricultural farm including tending, pruning, cutting,
harvesting, drying, cleaning, trimming, sun drying, fumigating, curing, sorting, grading,
cooling or bulk packaging and such like operations which do not alter the essential
characteristics of agricultural produce but make it only marketable for the primary market;
renting or leasing of agro machinery or vacant land with or without a structure
incidental to its use;

Some important points regarding Entry 54:

U Entry 54 include activities like breeding of fish (pisciculture), rearing of silk wormg

(sericulture), cultivation of ornamental flowers (floriculture) and horticulture, forestry, etc.
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U Process which alters the essential characteristics of the agricultural prod&oe:instance,

potato chips or tomato ketchup are manufactured through processes which alter the essential

characteristic of farm produce (potatoes and tomatoes in this cad®se kinds of services

are not exempted from GST.

U Process which makes agricultural produce marketable in the retail marKéte processes of
grinding, sterilizing, extraction packaging in retail packs of agricultural products, which mak
the agricultural productgnarketable in retail market, would NOT be covered in this entry
Only such processese covered in this entry which makes agricultural prodoagketable
in the primary market

U Agricultural Extension Services (AES):

I. AES mean thapplication of scientific research and knowledgeagricultural practices
through farmer education or training.

ii. The main objective of AES isttansmit latest technical knowow to farmers It also
focuses onenhancing farmers' knowledgabout crop techniques and help them to
increase productivity.

iii. This is done througlraining courses, kisan call centres, farm vjsitsfarm trials, kisan
melas, kisan clubs, advisory bulletins and the like.

U Agricultural Produce Marketing Committee services
i. Agricultural Produce Marketing Committee or Board meanscaamymittee or board set

up under a State Lavor the time being in force fopurpose ofrequlating the marketing
of agricultural produce

ii. Such marketing committees or boards have been set up in most of the States and provi
a variety of support services for facilitating the marketing of agricultural produge
provision of facilities and amenities like, sheds, water, light, electricity, grading facilitie
etc.

iii. They also take measures fprevention of sale or purchase of agricultural produce below
the minimum support priceAPMCs collect market fees, license fees, rents etc.

iv. Services provided by such Agricultural Produce Marketing Committee or Bwoard
covered in item (q) of entry 54.e. they are exempted from GST)

v. However, any service provided by such bodidxch is not directly related to cultivation
of plants and rearing of all life forms of animaéxcept the rearing of horses, for food,
fibre, fuel, raw material or other similar products or agricultural prodwed,be liable to
tax For examplerenting of shops or other property for commercial purposes.

U Warehousing of agriculture produce
I. Processed Tea and coffee

1 Green tea leaves aragricultural produceHence,unloading, packing, storage or
warehousing of green tea leavesisempted.

1 Whereas, Tea used for making the beverage, such as black tea, green tea, white ted
a processed product made in tea factories after carrying out several processes, su
as drying, rolling, shaping, refining, oxidation, packing etc. on green leaf ahd is t
processed outpubf the same. Hence it is not an agricultural prodaocel exemption
will not be applicable.

1 Same is the case with coffee obtained after processing of coffee beans

e

vJ

LIS
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ii. Jaggery: Similarly, processing of sugarcane into jaggery changes its essentigl
characteristics. Thus, jaggery is also not an agricultural produce.
iii. Pulses:
1 Pulses commonly known as dal atatained after dehusking or splitting or bath
1 The process of dehusking or splittinqusually not carried out by farmers at farm
level but by the pulse millers.
1 Therefore, pulses (dehusked or split) are aisbagricultural produce.
1 However,whole pulse grainsuch as whole gram, rajma etc. are covered in the
definition of agricultural produce.

Summary: In view of the above, it is inferred that processed products such as tedlaek
tea, white tea etc.), processed coffee beans or powder, pulses (dehusked or split), jaggery
processed spices, processed dry fruits, processed cashew nuts etc. fall outside the definitign
of agricultural produce and therefore do not fall within iterb4(e).

5. Entry No. 55- Carrying out anintermediate production process as job worln relation to
cultivation of plants and rearing of all life forms of animals, except the rearing of horses, for
food, fibre, fuel, raw material or other similar products or agricultural produce.

1 Does Custom milling of paddy into rice be exempted?

a. Milling of paddy igiot an intermediate production process relation to cultivation of
plants.

b. It is a procesgarried out after the process of cultivation is ovend paddy has been
harvested.

c. Further, processing of paddy into ricenigt usually carried out by cultivatorbut by rice
millers.

d. Milling of paddy into rice alschanges its essential characteristics.

e. Therefore, milling of paddy into ric&nnot be considered as an intermediate production
processin relation to cultivation of plants for food, fibre or other similar products or
agricultural produce.

f. Hence, it will not be exempted.

6. Entry 57- Services by way of preonditioning, pre cooling, ripening, waxing, retail packing,
labelling of fruits and vegetables which do not change or alter tbgsential characteristics of
the said fruits or vegetables.

7. Entry 55A- Services by way ddrtificial inseminationof livestock (other than horses).

INEDUCATION SERVIESTRY No 6f
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Services Exempted under Entry 66

SERVICES PROVIDED

|
(a)
by _an educational
institution to its
students, faculty
and staff;

However, nothing contained in suliems (i), (ii) and (iii) of item (b) shall apply to an educational
institution other than an institution providing services by way of prgchool education and
education up to higher secondary school or equivalent.

Further, nothing contained in sufitem (v) of item (b) shall apply to an institution providing services

by way of;

(aa)
by an educational
institution by way of
conduct of entrance
examination against
consideration in the
form of entrance fee;

(b)
to an educational institution, by
way of,-
(i) transportation of students,
faculty and staff;
(if) catering, including any mid-day
meals scheme sponsored by the
Central Government, State
Government or Union territory;
(ili) security or cleaning or house-
keeping services performed in such
educational institution;
(iv) services relating to admission
to, or conduct of examination by,
such institution;
(v) supply of online educational
journals or periodicals.

(1) pre-school education and education up to higher secondary school or equivalent; or
(i) education as a part of an approved vocational education course.

U Educational Institution:Educational institution means an institution providing services by

way of;

i. Pre-school educatiorand education up thigher secondary school or equivalent

ii. Education as a part of a curriculum for obtainingualification recognised by any lgar

the time being in force;
iii. Education as a part of aapproved vocational education course.

U Education as a part of curriculum for obtaining a qualification recognised by any law for the

time being in force:
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COVEREDIN

EDUCATION SERVICES PROVIDED Il SUB-CLAUSE [ REASONS |

Conduct of degree courses by
colleges, universities or
institutions

These courses lead to grant of
qualifications recognized by law

grant of a recognized

coaching institutes qualification.

.- . . Such training does not lead to
Training given by private x

Education as a part of a

prescribed curriculum for -
. L Only a course recognized by an
obtaining a qualification R . .
R . Indian law is covered herein.
recognized by a law of a foreign
country
Examples:

1. 5KFNIY LyadAadadziS 2F ¢SOKy2ft238Q o05L¢0OZ ||
graduate engineering programmes. All the engineering courses including the distang¢e
learning posigraduate engineering programme offered by DIT are recognised by the lay
[The All India Council for Technical Education (AICTE)]. Since DIT imparts education jgs a
part of a curriculum for obtaining a qualification recognised by the Indian law, the same Is
an educational institution.

2. [ AGGE Sglea tdzoftAO {OK22fQ Aa | aoOKz22d (|21}
one is a preschool and another is a higher secondary school affiliated to CBSE-. A pile
school and a higher secondary school are educational institutions. Thuesyaysl Public
School qualifies as an educational institution.

~

U Approved vocational education coursé&n approved vocational education course means,

a. A course run by an IT(Industrial Training Institute)/ITCIndustrial Training Centre
affiliated to the National Council for Vocational Training (NCVT) or State Council f@r
Vocational Training (SCVT) offering courseslasignated tradesotified under the
Apprentices Act, 1961
Some of the designated trades notified under &pmprentices Act, 1961 are electrician,
wireman, carpenter, plumber, mason, mechanic, tool and die maker, baker anfl
confectioner, weaver, tailor, footwear maker, photographer, beautician, painter, desk top
publishing operator, gardener, cable televisionrmper, library assistant, etc

b. A Modular Employable Skill Coursapproved by the NCViyn by a person registered
with the Directorate General of Training, Ministry of Skill Development and
Entrepreneurship. It provides employable skills to early school-dudp, existing workers
seeking skill upgradation, workers seeking certification of their skills acquirednialigy
etc. to improve their employability and provides certification after completion of the
course.
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ExampleKaladrishti ITI, Gorakhpur is engaged in providing skill development courses in other
than designated trades notified under the Apprentices Act, 1961. Since courses offered|by
Kaladrishti ITI are not in designated trades notified under the Apprentices9&dt, education
provided by it is not approved as vocational educational course as defined above. Resultantly,

Al R2SayQi ljdz2rtAFe +ta Iy SRdAOFGAZ2Y LT Ayapa

U { SNPAOSa LINPJARSR o0& tNAGFGS L¢LQAY

a. Private ITlgualify as an educational institutiahthe education provided by these ITls is
approved as vocational educational course as defined above.

b. Accordingly, services provided by a private ITI onigspect of designated tradestified
under Apprentices Act, 1961 are exempt from GST under this entry.

c. Services in respect other than designated trades are liable to GST.

d. Further, in case of designated trades, services providegrivate ITI by way of conduct
of entrance examination againsonsideration in the form of entrance fee walso be
exempt.

e. Moreover, in respect of such designated tradsstvices provided TO private |Tésating
to admission to or conduct of examination by a private ITI will also be exempt

192

U D2 @SNY YSyA§ farLa¢ IGOvarvment ITIs are concerned, services provided by
Government ITI to individual trainees/ studengse exempt.

U Unrecognized educational institutionsPrivate coaching centres or other unrecognized

institutions, though seltstyled as educational institutionswould not be treated as
educational institutionsunder GST and thusannot avail exemptionsavailable to an
educational institution.
Example:W{ dzLJSNJ aAyYyRaA Q> | O2 OKAy3d AyadAaddziS| A
Banking Personnel Selection (IBPS) Probationary Officers Exam. Super Minds, being a coaghing
centre which trains candidates to secure a banking job, is not an educatiotialtios in
terms of the exemption notification

U Hostel services:

a. Outputservices of lodging/boarding in hostgisovided by such educational institutions
which are providingre-school educatiomndeducation up to higher secondary school or
equivalentor education leading ta qualification recognised by lawarefully exempt from
GST

b. Annual subscription/fees charged as lodging/boarding charggssuch educational
institutions from its students for hostel accommodation shall therefo@, attract GST.

c. Boarding schoolprovide service oéducation coupled with other servicdéi&e providing
dwelling units for residence and food. This may be a cassowiposite supplyif the
charges for education and lodging and boarding are insepardlflese services are
naturally bundled.

d. In this case since theredominant nature is determined by the service of educatithre
other service of providing residential dwelling will not be considered for the purpose of
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0 Dual Qualification:Sometimes a course in a college leads to dual qualification only one of

determining the tax liability and in this case, tastire consideration for the supply will
be exempt

which is recognized by law

Provision of dual qualifications is in the nature of t{ Service in respect of eac
separate servicesas the curriculum and fees for ea( qualification would, therefore, b¢
of such qualifications arprescribed separately. assessed separately.

If anartificial bundle of services created by clubbing It shall be treated as amixed
two courses together, when onlsingle fee is supply. The taxability will be
charged for both only one of which leads to | determined by thesupply which
gualification recognized by law. attracts highest rate of GST.

Incidental auxiliary courses provided by way of hobby classes or egtraicular activities
in furtherance of overall wellbeing

If no extra billings done Naturally bundled angxempted from GST

If extra billingis being done | Artificial bundlingof two different supplies. Attracts th
rate of the higher taxed componentfor the entire
consideration

{ SNPAOSa LINPADARSIKSOA LlaldaFa Y f dzy RSNJ LIdzNID
they provide education as a part of a curriculum for obtaining a qualification recognized bjy
law for the time being in force.

Long duration programs(l year or more) for Exempt from levy of GST.
which they award diploma/ degree certificate du
recommended by Board of Governors as per
power vested in them under the IIM Act, 2017.
Short duration/ short term programgless than 1 Not exempt.

year) for which they award participatio These participation certificates are n
certificate to the executives/ professionals as th any qualificationrecognized by law
FNBE O2yaARSNBR | a &l Such participants are also n
programmes. considered as students of IIM.

Supply of food in a mess or canteeli:the catering services is one of the services provided
by an educational institution to its students, faculty and staff and the said educational
Ayaadahdzianzy Aa O20SNBR o0& GKS RSTAYAGAZY,
same is exempt

Fees charged from prospective employeEducational institutes such as IITs, 1IMs charge a
fee from prospective employetie corporate houses/MNCs, who come to the institutes for
recruiting candidateshrough campus interviews relation to campus recruitment$Such
services shall also be liable to tax
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U Maritime courses approved by DG Shipping:
a. Maritime Training Institutes and their training courses are approved by the Directof
General of Shipping whiclare duly recognisedinder the provisions of the Merchant
Shipping Act, 1958 read with the Merchant Shipping (standards of training, certificatio
and watchkeeping for Seafarers) Rules, 2014.
b. Therefore, Maritime Training Institutes are educational institutions and the courses
conducted bythem are exempt

=4

U Exemption of Input services:

Type of educational institution

: ... .| Educational
Educational institution| . .~
. S - . Institution
Educational institution| providing education as rovidin
providing preschool education a part of a curriculum P .g
: . . education as a4
and education up to highen for obtaining a
. . part of approved
secondary school or equivalent recognised .
N vocational
qualification i
education course
Exempt |i. Transportation of students|i. Services relating tg Services relating
input faculty and staff; admission to, or to admission to,
services | ii. Catering, including any mid conduct ofl or conduct of
day meals scheme sponsor examination by, examination by,
by the Central Governmen such institution such institution.
State Government or Unio| ii. Supply of online
territory; educational journals
iii. Security or cleaning o or periodical
housekeeping service
performed in such
educational institution;
iv. Services relating tg
admission to, or conduct ¢
examination by, suct
institution

Examples:

1. Little Millenniumg a pre schoain outskirts of Mumbag has subscribed the online journals on
child development and experiential learning. Services of supply of online educational journgls
or periodicals provided, inter alia, to an institution providing services by way chol
education are not exempt.

2. SM Transporters has provided services of transportation of students and faculty from thq
residence to school and back, to Pathwheels Schadligher secondary school. Services of
transportation of students, faculty and staff provided, inter alia, toirgtitution providing
services by way of education up to higher secondary school or equivalent are exempt.

r
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3. Shiksha College, offering degree courses, has to conduct its half yearly examination|in
November. For this purpose, it has paid the honorarium to paper setters and examiners (rjot
on the rolls of Shiksha College) for their services. Further, it availguitti@g services for
printing the question papers (paper and content are provided by Shiksha College) for
conducting examination. Services provided to an educational institution relating to admissign
to, or conduct of examination by, such institution aempt. Therefore, services of paper
setters and examiners and printing services availed by Shiksha College are exempt.

4. Gyaani Public Schoph higher secondary schaphas hired Suvidha Services Ltd. for security
and housekeeping services in the school. Security and housekeeping services provided wjthin
the premises of, inter alia, a higher secondary school are exefmptefdre, said services
provided by Suvidha Services Ltd. are exempt.

The school susbequently hired Suvidha Services Ltd. for providing the security gnd
K2dzaS{1SSLIAYy3a aSNBAOSa i {OKz22ftQa !yydat |5l
school campus. Security and housekeeping services provided to Gyaani Pulblicfddcho
{ OK22tQa !'yydzZd t 51& FTdzyOliAz2y 2NHIYyAaSR 2pzi.
security and housekeeping services performed within the premises of the higher secondgry
school are exempt

0 Supply of food in anganwadis and schools:

1 Any catering service provided to an educational institution is exempt from GST and
includes midday meal service also. The scope of this entry is thus wide enough to covg
any serving of any food to a school.

1 An anganwadi, inter alia, provides psehool norformal education. Hence, aganwadi is
covered by the definition of educational institution (as pre school).

1 Further, itis clarified that services provided to an educational institution by way of serving
of food (catering including midlay meals)s exempt from levy of GST irrespective of its
funding from government grants or corporate donations.

—_

U Fee charged for entrance or the fee charged for issuance of eligibility certificate for
admission or for issuance of migration certificate by educational institutions:

1 Entry 66 is wide enough to cover the amount or fee charged for admission or entrance, ¢r
amount charged for application fee for entrance, or the fee charged from prospective
students for issuance of eligibility certificate to them in the process of their
entrance/admission to the educational institution.

1 Services supplied by an educational institution by way of issuance of migration certificate
to the leaving or exstudents are also covered by the exemption.

1 Accordinglysuch activities of educational institutions are also exempt

U Circular No. 151/07/2021 GST dated 17.06.2021: Clarification on taxability of various
services supplied by Centre and State Boards such as National Board of Examination (NBE):
1 These services include
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V entrance examinatiorfon charging a fee) for admission to educational institution,
V input services for conducting such entrance examinat@rstudents,
V accreditation of educational institutions or professiorsal as to authorise them to
provide their respective services.
For example, NBE provides services of conducting entrance examinations for admissiof to
courses including Diplomat National Board (DNB) and Fellow of National Board (FNB),
prescribes courses and curricula for PG medical studies, holds examinations and grgn
degrees, diplomas and other academic distinctions.
1 It carries out all functions as are normally carried out by central or state educationa)
boards and is thus a central educational board.
T a/ Sy NI f F'yR {4 (S tSardzsledutafiofidl institutignlfad e ¢ | |
limited purpose of providing services by way of conduct of examination to the students
 Thereforeb. 9 A& Iy WS R dzdlsaifar as/itlpfovidesyséniicksibgizivaly 8fyl Q
conduct of examination, including any entrance examination, to the students. It is clarifiedl
that:
V GST is exempt on servige®vided by Central or State Boards (including the boards such
as NBEby way of conduct of examination for the studeniscluding conduct of entrance
examination for admission to educational institution under Entry 66(aa) . There&3e,
shall not apply to any fee or any amount charged by such Boards for conduct of sugh
examinations including entrance examinations
V GST iglso exempt on input services relating to admissionaioconduct of examination,
such as online testing service, result publication, printing of notification for examination
admit card and questions papers etc, when provided to such Boards under Entry 66(b)(iy).
V GST is applicable to other services provided such Boards, namely of providing
accreditation to an institution or to a profession@ccreditation fee or registration fee
such as fee for FMGE screening test) so as to authorise them to provide their respectiye
services.

\VAHEALTH CARE SER

1. Entry 46- Services by &eterinary clinicin relation to health care of animals or birdsre exempt

2. Entry 74

a) health care services by a clinical establishmerdn authorised
medical practitioner or paramedics;

However, nothing in this entry shall apply to the services provid
by a clinical establishment by way giroviding room [other than
Intensive Care Unit (ICU)/Critical Care Unit (CCU)/Intensive Car
Care Unit (ICCU)/Neo natal Intensive Care Unit (NI®Eyjingroom

OKI NHS& SEOSSR Ao/aderson rpcaiving hebllf bhr
services.

Services by way
of-
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b) services provided byway of transportation of a patient in_an
ambulance,other than those specified in (a) above.

Meaning of Health care servicebtealth care services

I. means any service by way diignosis or treatment or care for illness, injury, deformity,
abnormality or pregnancin any recognised system of medicines in India and

ii. includes services bway of transportation of the patient to and from alinical
establishment but

iii. does not include hair transplant or cosmetic or plastic surgexgept when undertaken
to restore or to reconstruct anatomy or functions of body affected due to congenital
defects, developmental abnormalities, injurytoauma.

Recognized systems of medicines in IndRecognized systems of medicines in India are

exempt under this entry. Following systems of medicines are the recognized systems pf

medicines in India:

I.  Allopathy

ii. Yoga

iii. Naturopathy

iv. Ayurveda

v. Homeopathy

vi. Siddha

vii. Unani

viii. Any other system of medicine that may be recognized by Central Government

Clinical establishment:Clinical establishment means [@ospital, nursing home, clinic,

sanatorium or any other institutioby, whatever name called,

I. that offers services or facilities requirigiipgnosis or treatment or care for ilinessjury,
deformity, abnormality or pregnancy in any recognised system of medicines in India, or

ii. a place established as an independent entity or a part of an establishment to carry ol
diagnostic or investigative services of diseases

Thus, diagnostic or investigative services of diseases providgathglogical labs are not

liable to GST

Authorised medical practitioner: Authorised medical practitioner means a medical
practitioner registered with _any of the councilef recognised system of medicines
established/recognised by law in Indiaidcludes a medical professional having requisite

qualificationto practice in any recognised system of medicines in India as per any law for the

time being in force

Paramedics:
i. Paramedics are trained health care professionals, for example, nursing staf]
physiotherapists, technicians, lab assistants etc.
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U Various services provided bglinical establishments and their taxability:

Services by them in a clinical establishment would be in the capacity of employee and n
provided in independent capacity and will thus be considered as services by such clinig
establishment.

Similar services in independent capacity are also exempted.

Rent of rooms| Exempted
provided to in
patients

Services provided by Exempted
senior doctors/
consultants/
technicians

Amount charged by Theentire amount charged by them from the patients including 1
hospitals from the| retention money and the fee/payments made to the doctors etc
patients towards the healthcare services provided by the hospitals to

patients and is exempt

Food supplied to the a. Health care services provided by the clinical establishments
patients include food supplied to the patients; but such food

1 may be prepared by theanteens run by the hospitats
1 may be outsourcethy the hospitals from outdoor caterers

b. When outsourcedthere is no ambiguity that theuppliers shal
charge tax as applicab#énd hospital will get no ITC.

c. Food supplied to the #patients as advised by th
doctor/nutritionists is a part otomposite supplyf healthcare
andnot separately taxable

d. Other supplies of foodhy a hospital to patients (not admitteq
or their attendants or visitors ar@xable.

al

in clinical | display of advertisements etwill be subject to GST
SadGlrofAak
premises

Services other thar Supply of services other than healthcare services such as rent
health care service¢ shops, auditoriums in the premises of the clinical establishm

U Clarification regarding applicability of GST on servicesarm of ART/ IVF [Circular No.

177/09/2022 GST dated 03.08.2022]

M
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The issue which arose for consideration was whether GST is applicable on services by

of Assisted Reproductive Technology (ART) procedures such as In vitro fertilization (IVH).

Health care services provided by a clinical establishment, an authorized medic
practitioner or paramedics are exempt vide Entry 74.

As per the definition of health care services, it means any service by way of diagnosis
treatment or care for illness, injury, deformitygbnormality or pregnancyn any
recognised system of medicines in India and includes services by way of transportation

vay

or

of




the patient to and from a clinical establishment, but does not include hair transplant of
cosmetic or plastic surgery, except when undertaken to restore or to reconstruct anatomy
or functions of body affected due to congenital defects, developmental abaliies,
injury or trauma.

1 Since, theabnormality/disease/ailment of infertility is treatedsing ART procedure such
as IVF, it is clarified that services by way ofdké&also covered under the definition of
health care services.

WYASERVICES PROVIDED BY GOVER

1. Entry 4¢ Functions entrusted to a municipality and panchayat

any function entrusted to a municipality
under article 243 W of the Constitution are
exempt. [Entry 4]

SERVICES BY GOVERNMENTAL
AUTHORITY BY WAY OF ANY

ACTIVITY IN RELATION TO

any function entrusted to a Panchayat
under article 243G of the Constitution are
exempt [Entry 5]

2. Entry 6- Services by the Central Government, State Government, Union territory or local
authority excluding the following servicegi.e. below mentioned services provided by the
government will be taxable):

a. Servi.ces py the.Departmer.lt of Posts o _ Referred as

b. services inelation to an aircraft or a vessehside or outside G{tosL
the precincts of a port or an airport; {9wzL/

c. transport of goods or passengers

d. any servicegther than services covered under entries (a) to (c) abpvevidedto business
entities.

3. Entry 7:

SERVICE REFTENT

SERVICE PROVIDEF

Business entity with an aggregat
turnover of up to such amount ir
the preceding financial year a

Services provided by th
Central Government,

State Government, . 4
. . makes it eligible for exemption fron
Union territory or local . .
: registration under the Centra
authority

Goods and Services Tax Act, 201"
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However the said exemptiorshall not be applicable to following services:
a. item (a), (b) and (c) of Entry 6 abd8PECIFIED SERVICES].
b. services by way aenting of immovable property.

Note:

a. GST on services supplied by the Central Government, State Government, Union territory |or
local authority to a business entilwhose turnover exceeds such amount in the preceding FY
as makes it eligible for exemption from registration under the CGYTisAmiyable under
reverse charg®y such business entity.

b. However, reverse charge provisions are not applicable to
i. renting of immovable propertgervices provided to unregistered persons and
i. whereWa ILJISOATASR &S NPAtOSichQusiheNsentiiyS Ay 3 LINE OA

X«

4. Entry 8:

SERVICES PROVIDED BY TO ANOTHER

CENTRAL GOVERNMENT CENTRAL GOVERNMENT,
STATE GOVERNMENT STATE GOVERNMENT,
UNION TERRITORY OR UNION TERRITORY OR
LOCAL AUTHORITY LOCAL AUTHORITY

However, nothing contained in this entry shall apply to services referred in item (a), (b) and (c)
of Entry 6 abovédi.e. thisexemption is not applicable for specified services).

5. Entry 9- Services provided b€entral Government, State Government, Union territory or a local
authority where the consideration for such services does not exceefl,000are exempted

Note:

a. However, nothing contained in this entry shall apply to services referred in item (a), (b) and
(c) of Entry 6 abové.e. this exemption is not applicable for specified services).

b. Further, in casevhere continuous supply of service provided by the Central Government,
State Government, Union territory or a local authority, the exemption shall apply only wherg

A N ¥ A A 9~

the consideration charged forsuchservkR€ S&4 y 24 SEOSSR pEnnan

6. Entry 24C Services by théepartment of Posts by way of post card, inland letter, book post
and ordinary post(envelopes weighing less than 10 granjg).e.f. 18.07.2022]

7. Entry &C
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TO ANOTHER
CENTRAL GOVERNMENT
SERVICES PROVIDED BY STATE GOVERNMENT
GOVERNMNET ENTITY UNION TERRITORY
LOCAL AUTHORITY
ANY PERSON AUTHORISED BY
CG/SG/UT/LA
Exempted
8. Entry D
e
.ae@V% 1 pef
n‘-"‘de one®
. 4c.° ‘1“
a 0009°
29" 19 pe'
22 e
Qs w
SERVICES PROVIDED BY AN
OLD AGE HOME RUN BY:
+ CG/SG TO ITS RESIDENTS (AGED 60
« AN ENTITY REGISTERED YEARS OR MORE)
UNDER SECTION 12AA OF IT
ACT
Exempted

Note: Consideration charged is inclusive of charges for boarding, lodging and maintenance

9. Entry 34A
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Exempted

SERVICES PROVIDED BY AN

S TO THEIR UNDERTAKINGS OR
Lo PUBLIC SECTOR
« UNION TERRITORY by way of UNDERTAKINGS (PSUS)
Guaranteeing
the loans

10.Entry 47- Services provided by th€entralGovernment, State Government, Union territory or
local authority by way of-
a. registration required under any lavior the time being in force;
b. testing, calibration, safety check or certificatiorelating to protection or safety of workers,
consumers or public at large, including fire license, required under any law for the time
being in forceare exempt

11.Entry 61- Services provided by th€entral Government, State Government, Union territory or
local authority by way ofissuance of passport, visa, driving license, birth certificate or death
certificate are exempt

12.Entry 61A Services by way afranting National Permit to a goods carriage operate through
out India/ contiguous States.

13.Entry 62- Services provided by th€entral Government, Stat&overnment, Union territory or
local authority by way of tolerating nonperformance of a contract for whicltonsideration in
the form of fines or liguidated damagess payable to the Central Government, State
Government, Union territory or local authority under such contract.

14.Entry 63- Services provided by th€entral Government, State Government, Union territory or
local authority by way ofassignment of right to use natural resources to an individual farmer
for cultivation of plants and rearing of all life forms of animals, except the rearing of horses, for
food, fibre, fuel, raw material or other similar products.

15. Entry 65- Services provided by th€entral Government, State Government, Union territooy
way of deputing officers after office hours or on holidayer inspection or container stuffing or
such other duties in relation to import export cargon payment of Merchant Overtime charges.

16.Entry 65B- Services supplied by State Governmento Excess Royalty Collection Contractor
(ERCC) by way atsigning the right to collect royaltgn behalf of the State Government on the
mineral dispatched by the mining lease holders.
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Note:
a. However, at the end of the contract perio®ERCC shall submit an accoumtthe State

b.

17.Entry 74A - Services provided byrehabilitation professionals recognised under the
Rehabilitation Council of India Act, 1992 by way rehabilitation, therapy or counsellingand
such other activity as covered by the said Aeat medical establishments, educational
institutions, rehabilitation centersestablished by Central Government, State Government or

Government and certify that theamount of GST deposited by mining lease holders on royalty
is more than the GST exempted the service provided by State Government to the ERCC o
assignment of right to collect royalty

Where such amount of GST paid by mining lease holgelsss than the amount of GST
exemptedthe exemption shall be restricted to such amount as is equal to the amount of GS
paid by the mining lease holders.

And the ERCC shall pay the differertoetween GST exempted on the service provided by
State Government to the ERCC of assignment of right to collect royalty and GST paid by
mining lease holders on royalty

Union territory or an entity registered under section 12AA of the Incortax Act, 1961.

U Some Clarifications:
a. Services provided by the Department of Posts:

i. Entry24Cstipulates that the services by way pbst card, inland letter, book post and
ordinary post (envelopes weighing less than 10 grams) are exempted.

ii. The Department of Posts also provides servicessliged post, express parcel post, and
life_insurancedistribution of mutual funds, bonds, passport applications, collection of
telephone and electricity bills on commission basis. These services are in the nature
intermediary and are generally calledency service3.hese agency services are taxable.

Services provided by police/security agencies of Government to PSUs/corporate

entities/sports events held by private entities:

i. Services provided by Police/security agencies of Government to PSU/private busing
entities arenot exempt from GST.

T

p—

he

of

SS

ii. Such services are taxable supplies and the recipients are required to pay the tax under

reverse charge mechanisom the amount of consideration paid to Government for such
supply of services

Examples:

1. The Karnataka Cricket Association, Bangalore requests the Commissioner of Police, Bangalofe to
provide security in and around the Cricket Stadium for the purpose of conducting the cricKet

match. The Commissioner of Police arranges the required secumty &greed consideration. In
this case, services of providing security by the police personnel are not exempt. As the servicey

b ale

provided by Government, Karnataka Cricket Association is liable to pay the tax on the

consideration paid, albeit under reversharge mechanism.
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2. Public Works Department of Karnataka entered into an agreement with M/s. ABC, a constructi
company, for construction of its office complex for an agreed consideration. In the agreement

WRSERVICES PROVIOEIEOVERNME

. ENTRY NO-URE SERVICES PROVIDED TO GOVERNMENT

. ENTRY SACOMPOSITE SUPPLY OF GOODS AND SERVICES TO GOVERNMENT:

dated 10th July, it was agreed by both the parties that M/s. ABC ctralplete the construction
work and handover the project on or before 31st December.

It was further agreed that any breach of the terms of contract by either party would give right t
the other party to claim for damages or penalty. M/s. ABC did not complete the construction af
did not handover the project by the specified date i.e., dmefore 31st December.

As per the contract, the Department asked for damages/penalty from M/s. ABC and threaten¢

to go to the court if not paid. Resultantly, M/s. ABC paid an amount 1d9,00,000/ to the

Department for norperformance of contract. Amount paid by M/s. ABC to Department is exempg

from payment of tax.

1 Pure servicegexcluding works contract service or other composite supplies involving supply
of any goods)
1 provided to theCentral Government, State Government or Union territory or local authority
1 by way of any activity:
0 inrelation to anyfunctionentrusted to a Panchayat under article 248Ghe Constitution
or
0 in relation to anyfunction entrusted to a Municipality under article 243%f the
Constitution.

1 Composite supply of goods and services in which/tilee of supply of goods constitutes not
more than 25%f the value of the said composite supply
1 provided to theCentral Government, State Government or Union territory or local authority
1 by way of any activity:
0 in relation to anyfunction entrusted to a Panchayat under article 248@he Constitution
or
0 in relation to anyfunction entrusted to a Municipality under article 243Wf the
Constitution.

. ENTRY NO 11ERVICE PROVIDED BY FAIR PRICE SétGiBSprovidethy Fair Price Shops
to Central Government, State Government or Union territbgy way of sale of food grains,
kerosene, sugar, edible oil, etc. undrblic Distribution System against consideration in the form
of commission or margin

. ENTRY NO 4 INSURANCE SERVIGESGOVERNMENServices provided to the Central
Government, State Government, Union territompder _any insurance schenfer which total
premium is paid by the Central Government, State Government, Union territory

SHRESHTA For CA and CMA | CA In@8 [3STMay 2024 | Nov2024

=4

14

d



5. ENTRY NO 2SERVICES BY WAY OF TRAINING PROGRa&miittes provided to the Central
Government, State Government, Union territory administratiorder any training programme
for which 75% or more of theexpenditure is borne by the Central Government, State
Government, Union territory administration

=

U Clarification regarding coaching services supplied by coaching institutions and NGOs unde
0KS OSyGaNIlt &aSO02NJ a0OKSYS 2F W{OK2f I NAK|A L
164/20/2021 GST date@6.10.2021}
Free coaching services provided by coaching institutions and NGOs under the central scheme
2F a{OK2fl NEKALJA 7T2N arbuar Sofdiotithesperitittre & hoine 6 4 { 7
by the Government to coaching institutions by way of grant in aid is covered under entry 7P
and hencas exempt from GST

\WIRCONSTRUCTION SER

1. ENTRY NO.1@ervices provided by way dgure labour contractsof construction, erection,
commissioning, installation, completion, fitting out, repair, maintenance, renovation, or
alteration of a civil_structure or _any other original workgertaining to the beneficiaryled
individual house construction or enhancemeninder the Housing for All (Urban) Mission or
Pradhan Mantri Awas Yojana.

1 Housing for All (Urban) Mission or Pradhan Mantri Awas Yojana (hereinafter referred to as
PMAY) It is a programme launched by tihMinistry of Housing and Urban Poverty Alleviation
(MoHUPA) which envisions provision of Housing for All by 2022 when the nation completgs
75 years of its independence.

2. ENTRY 10A: Services supplied Blectricity Distribution Utilities by way of construction,
erection, commissioning, or installation of infrastructurir extending electricity distribution
network upto the tube well of the farmer or agriculturalist for agricultural use

3. ENTRY 11: Services Way of pure labour contract®f construction, erection, commissioning,
or installation of original works pertaining to aingle residential unit otherwise than as a part
of a residential complex.

Y Residential Complext KS G SNY WNBAARSYGAlLf O2YLX SEQ| Y!
building or buildings, having more than one single residential unit.

1 Single residential unitlt means a sel€ontained residential unit which is designed for use,
wholly or principally, for residential purposes for one family
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4. ENTRY 41A and 41B: Supplyf&R, FSI, long term lease (premium) of land by a landowner to a
developer are exempted subject to thecondition that the constructed flats are sold before
issuance of completiorrertificate and tax is paid on them.

WIIRPASSENGER TRANSPORTATION SH

1. ENTRY 15ransportation of Passengerstransport of passengers, with/ without accompanied
belongings, by,

(1) Air in economy classembarking from or terminatingn an airport located in the State of
Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, or Tripura of at
Bagdogra located in West Bengal;

(2) Non-air-conditionedcontract carriagether than radio taxi, for transportation of passengers,
excluding tourism, conducted tour, charter or hire; or

(3) stage carriage other than aiconditioned stage carriage.

However, nothing contained in items (b) and (c) above shall apply to senstgplied through

an electronic commerce operator (EC@nd notified undersection 9(5) of the CGST, 2017.

In other words, in case where services of transport of passengers, byanooonditioned
contract carriage other than radio taxi excluding tourism, conducted tour, charter or hire or by
non-air conditioned stage carriage, are supplied through ECO, suchicesare not exempt
from GSTFurther,tax on such services shall be paid by ECO

U Conducted tourltis a short visit to a place in whisbmeone shows you around and tells you
informationabout it.
U ContactCarriageThe term contract carriage means a
1 motor vehicle which carries a passenger or passengers for hire or remdrd
1 isengaged under a contracivhether expressed or implied,
1 for the use of such vehicle as a whdte the carriage of passengers mentioned therein
and
1 entered into by a person withlaolder of a permit in relation to such vehicle or any person
authorised by himn this behalf on dixed or an agreed rate or suqm
a. on atime basis whether or not with reference to any route or distance; or
b. from one point to anothey
and in either casayithout stopping to pick up or set down passengeos included in the
contract anywhere during the journey, and includes
A. amaxi caband
B. a motor cab notwithstanding that separate fares are charged for its passengers
U Radio taxi Radio Taxi means a taxi including a radio cab, by whatever name called, which|
in two-way radio communicatiowith a central control office and enabled for tracking using
the Global Positioning System or Gendtatket Radio Service

is
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U Stage CarriageThe term stage carriage meangretor vehicle constructed or adapted to
carry more than 6 passengers excluding the drfeerhire or reward at separate fares paid
by or for individual passengers, either for the whole journey or for stages of the journey

U Clarification regarding hiring of vehicles by firms for transportation of their employees to

and from work [Circular No. 177/09/2022 GST dated 03.08.2022]:

1 The issue which arose for consideration was as to whether the engagement @imon
conditioned contract carriagdsy firms for transportation of their employeé¢s and from
work is exempt under entry 15(b).

1 Entry 15(b) exempts transport of passengers, with or without accompanied belongings, iy
non-air conditioned contract carriage, other than radio taxi, for transport of passengers
excluding tourism, conducted tour, charter or hire.

1 The said exemption would apply tpassenger transportation services by rain
conditioned contract carriagewhere transportation takes place overe-determined
route on a predetermined schedule.

1 Theexemption shall not be applicable where contract carriage is hired for a period of timej,
during which the contract carriage is at the disposal of the service recipieditthe
recipient is thus free to decide the manner of usage (route and schedule) subject t
conditions of agreement entered into with the service provider.

1=

Examples:

1. Rituraj has booked air tickets of a flight from Delhi to Guwahati, Assam. Transport ¢
passengers by air terminating in an airport located in Assam is exempt from GST.

2. Subroto has hired a neair-conditioned bus from Mohit Travels for organising a religious tour
from Delhi to Jaipur. Transport of passengers by aawoonditioned contract carriage are
exempt from GST. However, said transportation of passengers foisroyurposes is
excluded therefrom. Therefore, such passenger transportation services are taxable.

3. The nonrair-conditioned buses are being operated by a State Transport Corporation fg
carrying passengers within the State. The passengers are being picked and dropped from and
to various points by issuing individual tickets to the passengers. Suchseraceled by said
State Transport Corporation are exempt from GST.

—n

=

2. ENTRY 16 RCSServiceprovided to the Central Governmerty way otransport of passengers
with or without accompanied belongings, by air, embarking from or terminatib@ RCS
(Regional Connectivity Scheme) airp@againsconsideration in the form of viability gap funding.

However, nothing contained ithis entry shall applpn orafter the expiry of a period of 3 years
from the date of commencement of operation$ the RCS airport as notified by the Ministry of
Civil Aviation.

U Regional Connectivity Schemé&: Regional Connectivity Scheme is introducethtilitate /
stimulate regional air connectivitigy making it affordable by supporting airline operators
through
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3. ENTRY 17 Transportation of passengersService of transportation of passengers, with or

1. Concessions by Central Government/State Governments and airport opetat@duce
the cost of airline operations on regional routes/other support measures and

2. Hnancial (viability gap funding or VGF) supportneet the gap, if any, between the cost
of airline operations and expected revenues on such routes.

Under RCS, thanderserved airports of India are aimed to be connectedkey airports

through flights that will cost 2,500 for per hour flight.

without accompanied belongings, by
a. railways in a class other than:
I first class; or
ii. an airconditioned coach;
b. metro, monorail or tramway;
inland waterways;
d. public transport, other than predominantly for tourism purpose, in a vessel between place
located in India; and
e. metered cabs or auto rickshaws (includingekshaws).

o

However, nothing contained intem (e) above shall apply to services supplied through an
electronic commerce operator (EC@hd notified under section 9(5) of the CGST, 2017.

In other words, in case where service of transport of passengers by metered cabs or autd

rickshaws (including €ickshaws) are supplied through ECO, such services are not exempt fron
GST. Further, tax on such services shall be paid by ECO

U Metered Cab:The term metered cab meareny contract carriage on which an automatic
device of the type and makepproved under the relevant rules by the State Transport
Authority, is fitted which indicategeading of the fare chargeabd any moment and that is
charged accordingly under the conditions of its permit issued under the Motor Vehicles Ac
1988 and the rules made thereunder (but does not include radio taxi).

U Erickshaw:The term Eickshaw means gpecial purpose battery powered vehicle of power
not exceeding 4000 wattfiavingthree wheelsfor carrying goods or passengers, as the case

may be, for hire or reward, manufactured, constructed or adapted, equipped and maintaineg

in accordance with such specifications, as may be prescribed in this behalf.

U Clarification regarding applicability of GST on tickets of private ferry used for passenger
transportation [Circular No. 177/09/2022 GST dated 03.08.2022]

1 The circular clarifies the applicability of GST on private ferry tickets.

1 For instanceprivate ferries are used as means of transport from one island to another in

Andaman and Nicobar Islands

1 As per Entry 17(d), transportation of passengers by public transport, other thar

predominantly for tourism purpose, in a vessel between places located in India i

exempted.
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1 Itis clarified that thigxemption would apply to tickets purchased for transportation from
one point to another irrespective of whether the ferry is owned or operated by a private
sector enterprise or by a PSU/government

T LG A& FdzNIKSNI) Of F NATASR GKIFIGXZ GKS SELJ
notification only means that th&ansport should be open to publitt. can beprivately or
publicly owned

1 Only exclusion is on transportation which is predominantly for tourism, such as servics
which may combine with transportation, sightseeing, food and beverages, musig
accommodation such as in shikara, cruise et

4. ENTRY 524 TOUR OPERATOR SERVICES PARTLY INTtJDIdperator service, which is
performedpartly in India and partly outside Indisuppliedoy a tour operator to a foreign tourist,
to the extent of the value of the tour operator service which is performed outside India.

U However, value of the tour operator service performed outside India shall be such proportio
of the total consideration charged for the entire tour which is equal to
1 the proportion which the number of days for which the tour is performed outside India
has to the total number of days comprising the tpar
1 50% of the total consideratiocharged for the entire tour,
whichever idess

U Further, in making the above calculations,
1 any duration of timeequal to or exceeding 12 houshall be considered ame full day
and
1 any duration of timdess than 12 hours shall be taken as half a day

U Explanation- 2 NB A 3y {2 dzZNR a ingt noindlly yesidenit in InifaNii 2nfers
India for astay of not more than 6 months fdegitimate norimmigrant purposes

Example:A tour operator provides a tour operator service to a foreign tourist as follews:

a. 3 days in India, 2 days in Nepal; Consideration charged for the entire t@y30,000/
Exemption: 40,000+ (= 1,00,000f x 2/5) or, 50,000+ (= 50% of 1,00,000#) whichever
is less, i.e., 40,000£(i.e., Taxable value:60,0004);

b. 2 days in India, 3 nights in Nepal; Consideration charged for the entire tay®0, 000/
Exemption: 60,000 (= 1,00,000f x 3/5) or, 50,000~ (= 50% of 1,00,0004) whichever is
less, i.e., 50,000£K(i.e., Taxable value:50,000F);

c. 2.5days in India, 3 days in Nepal; Consideration charged for the entire tb@0,000/
Exemption: 54,545 (= 1,00,000f x3/5.5) or, 50,000+ (= 50% of 1,00,000F) whichever
is less, i.e., 50,000£K(i.e., Taxable value:50,0004).

HEGOODS TRANSPORTATION SEH

NG

S

—
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1. ENTRY NO 18 TRANSPORTATION OF GOODS BY ROAD/W&ékRes by way of
transportation of goods
a. byroadexcept the services of
i. agoods transportation agency;
il. a courier agency;
b. byinland waterways.

2. ENTRY NO 20TRANSPORTATION OF ESSENTIAL G8¥Did&s by way of transportation by

rail or a vessdrom one place in India to another of the following goads

a. relief materialsmeant for victims of natural or mamade disasters, calamities, accidents or
mishap;

b. defence or military equipments;

C. newspaper or magazines registered with the Registrar of Newspapers;

d—#wh#a%eqmpmems-e#ma{enals
. agricultural produce;

f. milk, salt and food grain including flours, pulses and rice; and

g. organic manure.

U WHAT ISSO0DS TRANSPORT AGEBITAY
1. Goods transport agency has been defined in the Notification to mean any person who:

a. providesservice in relation to transport of goods by roanad

b. issues consignment notdy whatever name called.

2. { AAYATAOLIYOS 2F (UKS GSNY¥Y WAYy NBftlFGA2y {2C

a. ¢KS dzaS 27F (KS LIKeMtinded thébskope oliBefdefifitiont GTAD 2 R |

b. Itincludesnot only the actual transportation of goods, but alsarious intermediary
and ancillary servicesuch aslpading/ unloading, packing/npacking, transshipment
and temporary warehousingvhich are provided in the course of transport of goods
by road.

c. These services arpot provided as independent servicdmit as ancillary to the
principal service, namely, transportation of goods by road.

d. The invoice issued by the GTA for providing the said service includes the value jof
intermediary and ancillary services.

e. In view of this, if anyntermediary and ancillary servids provided in relation to
transportation of goods by road, and charges, if any, for such services are included jn
the invoice issued by the GTguch service would form part of the GTA servloeing
acomposite supplyand would not be treated as a separate supply.

f. However, if suchincidental services are provided as separate services and chargefl
separatelywhether in the same invoice or separate invoiciey shall be treated as
separate supplies

3. Consignment note:
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a. Consignment note means a document, issued by a GTA against the receipt of goads
for the purpose of transport of goods by road in a goods carriage, whisérislly
numbered, and contains

the name of the consignor and consignee,

registration number of the goods carriage in which the goods are transported,

details of the goods transported,

details of the place of origin and destination,

gross weight of the consignment;

GSTIN of the person liable for paying tax whether consignor, consignee or GTA

1 other particulars as prescribed for a tax invoice.

b. If a consignment note is issued, it indicates that tlem on the goods has been
transferred (to the transporterand the transporter becomes responsible for the
goods till its safe delivery to the consignee

c. Thus, it can be seen th@suance of &onsignment note is the singuanon for a
supplier of servicéo be considered as a GTA. If such a consignment note is not issued
by the transporter, the service provider will not come within the ambit of GTA.

4. Individual truck/tempo operators who do not issue any consignment note are not
covered within the meaning of the term GTAs a result, the services provided by such
individual transporters who do not issue a consignment nwilebe covered by the entry
at Entry 18 of Notificationwhich areexempt from GST.

= =4 =4 4 A -

14

ExampleHari Prasad owns a truck and operates it himself. He carries the goods bookégd
for his truck without issuance of consignment note. Services provided by Hari Prasad [by
way of transportation of goods by road are exempt under Entry 18 of the Notification.

0 WHAT IS COURIER AGENCY?
a. Meaning: Courier agency has been defined in the Notification to mean any persor
engaged in theloor-to-door transportation of timesensitive documents, goods or articles
utilising the services of a perspeither directly or indirectly, to carry or accompany such
documents, goods or articles.

b. Express cargo servicesSome transporters undertakeoor-to-door_transportation of
goods or articleand they have made special arrangementssipeedy transportatiorand
timely delivery of such goods or articlgs.dzOK a SNIWA OS&a IINBE (ypRg:
{ SNBAOSQ gAGK | aadzNFyOS 2F GAYSiEeé& RSt AQGSN

c. tKS yIGdz2NBE 2F aSNBAOS LINHalshvikiSnRthe Gabpe @il E JINE
definition of the courier agencyHence, the said service relating to transportation of goods
by road isnot exempt

3. ENTRY NO 21 TRANSPORTATION OF ESSENTIAL ITEBMA\P¢érvices providedly a goods
transport agencyby way of transport in a goods carriage;of
a. agricultural produce;
b. milk, salt and food grain including flour, pulses and rice;

SHRESHTA For CA and CMA | CA In@8 [3STMay 2024 | Nov2024




C. organic manure;

d. newspaper or magazines registered with the Registrar of Newspapers;

e. relief materials meant for victims of natural or mamade disasters, calamities, accidents or
mishap; or

f. defence or military equipments.

U Goods carriageGoods carriage means any motor vehictinstructed or adapted for use
solely for the carriage of goodsr any motor vehicle not so constructed or adapteden
used for the carriage of goods.

4. ENTRY NO 21- SERVICES PROVIDED BY A GTA TO AN UNREGISTERES&HRSON:
providedby a GTA to an unregistered person, including an unregistered casual taxable,persqn
other than the following recipientsnamely:-

a. any factory registered under/governed by the Factories Act, 1948; or

b. any Society registered under the Societies Registration Act, 1860 or under any other law for
the time being in force in any part of India; or

c. any Ceoperative Society established by or under any law for the time being in force; or

d. any body corporate established, by or under any law for the time being in force; or

e. any partnership firm whether registered or not under any law including association o
persons;

f. any casual taxable person registered under the Central Goods and Services Tax Act or [the
Integrated Goods and Services Tax Act or the State Goods and Services Tax Act or the ULion
Territory Goods and Services Tax Act.

5. ENTRY NO 21BSERVICES PROVIDED BY A GTA TO GOVERSVMERIISHMENT®rvices

provided by a GTA, by way of transport of goods in a goods carriage, to,

a. a Department or Establishment of the Central Government or State Government or Unioh
territory; or

b. local authority; or

c. Governmental agenciesyhich has taken registration under the Central Goods and Serviceq
Tax Act, 2010nly for the purpose of deducting taxnder section 51 and not for making a
taxable supply of goods or services.

6. ENTRY 9BTRANSIT CARGO TO NEPAL AND BHSuply of services associated with transit
cargo to Nepal and Bhutan (landlocked countries).

7. ENTRY NO 22SERVICES BY WAY OF HIRING OF MOTOR VE&#il@ids: by way of giving on
hire ¢
a. to a state transport undertaking (STUa motor vehicle meant to carry more than 12
passengers
Note: This exemption is applicable to services provided to State Transport Undertaking ar|d
not to other departments of Government or local authority.
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aa.to a local authority an Electrically operated vehicle (EOV) meantcarry more than 12

passengers
b. to a goods transport agencg,means of transportation of goods

c. motor vehicle for transport of students, faculty and staff, to a person providing services of

transportation of students, faculty and staff an educational institution providing services

by way of preschool education and education upto higher secondary school or equivalent.

U Clarification regarding renting of vehicles to State Transport Undertakings and Local
Authorities [Circular No. 164/20/2021 GST dated 06.10.2021]:

T

U Clarification regarding applicability of GST on transport of minerals from mining pit head to
railway siding, beneficiation plant etc., by vehicles deployed with driver for a specific
duration of time

The issue which arose for consideration was whether transport of minerals within a

T

Entry 22 exempts services by way of giving on hire

a. to a state transport undertaking, a motor vehicle meant to carry more than 12
passengers; or

aa.to a local authority, an Electrically Operated vehicle meant to carry more than 13
passengers.

It is clarified that the expressicnIA GAY I 2y KANBE KSNB Ay Of

Accordingly, where the said vehicles are rented or given on hire to State Transpojt

Undertakings or Local Authorities, said servigege eligible for above exemption
irrespective of whether such vehicles are run on routes, timamsecided by the State

Transport Undertakings or Local Authorities and under effective control of State Transpof

Undertakings or Local Authorities which determines the rules of operation or plying o
vehicles.

mining area, say from mining pit head to railway siding, beneficiation plant etc., by
vehicles deployed with driver for a specific duration of twwwmuld be covered under Entry

18 which exempts transport of goods by road except by a GTA.

Usually in such cases the vehicles such as tippers, dumpers, loader, trucks gjzeare
on hire to the mining lease operator

Expenses for fuel are generally borne by the recipient of serVige vehicles with driver
are at the disposal of the mining lease operator for transport of minerals within the ming

area (mining pit to railway siding, beneficiation plant etc.) as per his requirement during

the period of contract.
Such services are nothing batNBy G I £ & SNIIA OSa 27F i NFh¢ a L.

person who takes the vehicle on rent defines how and when the vehicles will be operated

determines schedules, routes and other operational considerations.
The person who gives the vehicles on rent with operatmnot be said to be supplying
the service by way of transport of goods.

Accordingly, it is clarified that such renting of trucks and other freight vehicles with drivef

for a period of time is a service of renting of transport vehicles with operator and not
service of transportation of goods by road. Consequeiithg, not eligible for exemption
under Entry 18
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PWABANKING AND FINANCIAL SER

1. ENTRY NO 27LOANS, DEPOSITS AND EXCHANGE OF FOREIGN CSBRIEBSCHy wayfo
a.

extending deposits, loans or advanaeeso far as theonsideration is represented by way of
interest or discoun{other than interest involved in credit card services);

inter sesale or purchase of foreign currency amongst banks or authorised dedlneign
exchange or amongst banks and such dealers.

Deposits, loans or advance$hey would cover any facility by which an amount of money is
lent or allowed to be used or retained on payment of what is commonly called the time valus
of money which could be in the form of an interest or a discount.

A4

This entry would not cover investments by way of equity or any other manner where thed
investor is entitled to a share of profit.

Interest: Interestmeans interest payable in any manrierrespect of any moneys borrowed
or_debt incurred(including a deposit, claim or other similar right or obligatibn) does not
include any service fee or other chargerespect of the moneys borrowed or debt incurred
or in respect of any credit facility which has not been utilized.

lllustrations of services exempt under Entry 27 are

a. Fixeddeposits or saving deposits or any other such deposits in a bank or a financigl
institution for which return is received by way of interest.

b. Providing a loan or overdraft facility or a credit limit facility in consideration for payment
of interest.

c. Mortgages or loans with a collateral security to the extent that the consideration for
advancing such loans or advances are represented by way of interest.

d. Corporate deposits to the extent that the consideration for advancing such loans of
advances are represented by way of interest or discount.

Charges other than interestService charges/ fees, documentation fees, broking charges,
administrative charges, entry charges or such like fees or charges colaaeadnd above
interest on loan, advance or a deposére not exemptand thus, represent taxable
consideration.

Discountinglnvoice discounting/ cheque discounting or any other similar form of discounting
is_covered only to the extent consideration is represented by way of discasinguch
discounting is a manner of extending a credit facility or a loan.

Interest/ delayed payment charges charged to clients for delay in payment of brokerage
amount/ settlement obligations/ margin trading facility Any interest/ delayed payment

SHRESHTA For CA and CMA | CA In@8 [3STMay 2024 | Nov2024 m




charges charged to clients for delay in payment of brokerage amount/ settlement obligations
margin trading facilityis_exempt from GS¥ince settlement obligations/ margin trading
facilities are transactions which are in the nature of extending loans or advances and afe
covered by Entry 27

U Charges for late payment of outstanding dues on credit cafddierest charged on
outstanding credit card balances has besgecifically excluded from Entry 2RAence, the
same is liable to GST

U Additional/ penal interest on the overdue loan:

a. Incases where the Equated Monthly Instalment (EMI) 34 is not paid at the scheduled tim
there is a levy of additional/ penal interest on account of delay in payment of EMI.

b. There may arise a doubt as to whether this additional / penal interest on the overdue loap
is exempt under Entry 27 or such penal interest is to be treated as consideration fq
liquidated damages

c. There are two transaction options involving EMI that are prevalent in the trade. These twp
options, alongwith the GST applicability on them, have been explained with the help of]
illustrations as under

d - asStfta I Y20AfS LK2yS (2 & ¢KS 0O02ad ¥
2LI0A2y G2 LI & Ay AyaulftfySydaga:z MMZ A naln
Y2YGKZ 2@SN) ySEG -P2 dzNT Y 2)yAad fedithe domtrast ihEra is n K
any delay in payment by Y beyond the scheduled date, Y would be liable to pay additionfal/
LISY It Ay dSNBail -penutny/far the/ddlayl 2 pnnK

1”4

=

LY &a2YS Ayadl yOSasz -for theimobdekanhd\ifl depasitely issuing r 1 3
another invoice for providing the services of extending loans to Y, the consideration fpr
which is the interest of 2.5% per month and an additional/ penal interest ainduyf 3 (]2
500/- per month for each delay in payment.

In this case, the amount of penal interest is to be included in the value of supply. The
transaction between X and Y is for supply of taxable goods i.e. mobile phone. Accordingly,
the penal interest would be taxable as it would be included in the valtigeahobile,
irrespective of the manner of invoicing.

e. X sells a mobile phone to Y. The cost of mobile phori900F. Y has the option to avail
a loan at interest of 2.5% per month for purchasing the mobile from M/s. ABC Ltd. The
terms of the loan from M/s. ABC Ltd. allows Y a period of four months to repay the logn
and an additional/ penal interest @ 1.25% peonth for any delay in payment.

Here, the additional/ penal interest is charged for a transaction between Y and M/s. ABC
Ltd., and the same is getting covered under exemption Entry 27. Consequently, in this cpse
the 'penal interest’' charged thereon on a transaction between Y and M/sL#&B®@ould
not be subject to GST as the same would be covered under said exemption entry. Howeyer,
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any service fee/ charge or any other charges, if any, are levied by M/s. ABC Ltd. in resfect
of the transaction related to extending deposits, loans or advances does not qualify to ye
interest as defined in exemption notification, and accordingly wilbeocgxempt.

Moreover, the value of supply of mobile by X to Y would 4@ 000F for the purpose of
levy of GST.

U Services provided by banks or authorized dealers of foreign exchange by way of sale of

foreign exchange:

a. ThetermW| dzi K2 NA 8 SR RS f Srhdang an adttoisBdrdaajer, Bosey K|l v

changer, offshore banking unit or any other person for the time being authorised under
section 10(1) of FEMA, 1999 to deal in foreign exchange or foreign securities

b. Itis important to note thasuch services provided to general public will not be covered in

this entryas this entry only covers sale and purchase of foreign exchange between banks

and authorized dealers of foreign exchange or between banks and such dealers.

2. ENTRY NO 27AASIC SAVING BANK DEPOSIT (BSBD) ACCOUNT HOeDieERS provided
by a banking company to Basic Saving Bank Deposit (BSBD) accountummldeBradhan Mantri
Jan Dhan Yojana (PMJDY).

3. ENTRYNOX{ 9¢¢[ 9a9b¢ hC ! ah Sérvcedly ntabquiring banka any
personin relation tosettlement of an amount upto 2,000 in a single transactidnansacted
through credit card, debit card, charge card or other payment card service.

Explanaton-C2 NJ 0 KS LJdzN1J32&aSa&a 2F (KA A& Baygkindidmpany,l Jlj d:
financial institution including nobanking financial company or any other persamo makes the
payment to any person who accepts such card.

4. ENTRY NOS& - SERVICES BY AN INTERMEDIARY OF FINANCIAL SERVICES LOCATED INA M
SERVICES SB&rvices by amtermediary of financial services located in a multi services SEZ witlj
International Financial Services Centre (IFS&usto a customer located outside Indiar
international financial servicas currencies other than Indian rupees (INR)

WAL IFE INSURANCE BUSINESS SE

1. ENTRY 28Services of life insurance business provided by wagnaliity under the National
Pension Systemegulated by the Pension Fund Regulatory and Development Authority of Indig
under the Pension Fund Regulatory and Development Authority Act, 2013.

2. ENTRY 2%ervices of life insurance business provided or agreed tortweded by the Army,
Naval and Air Force Group Insurance Futwlsnembers of the Army, Navy and Air Force,
respectively, under the Group Insurance Schemes of the Central Government
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3. ENTRY 29AServices of life insurance provided or agreed toppevided by the Naval Group
Insurance Fundo the personnel of Coast Guard under the Group Insurance Schemes of th

Central Government.
4. ENTRY 29Kervices of life insurance provided/agreed tginevided by the Central Armed Police
Forces (under Ministry of Home Affairs) Group Insurance Ftmdiseir members under the

Group Insurance Schemes of the concerned Central Armed Police Force.
5. ENTRY 3@ervices of life insurance business provided under following schemes

a.
b.
C.

CHEN

WINGENERAL INSURANCE BUSINESS SH

1. ENTRY NO 3%ervices of general insurance business provided under following scltemes

Se "0 o0 T

Q2T 03 3 7 FT

. Universal Health Insurance Scheme;

Janashree Bima Yojana;
Aam Aadmi Bima Yojana;
Life micreinsurance product as approved by the Insurance Regulatory and Developmer
Authority, having maximum amount of cover o2,00,000;
Varishtha Pension BimaYojana;

Pradhan Mantri Jeevan Jyoti BimaYojana;

Pradhan Mantri Jan DhanYogana;

Pradhan Mantri Vaya Vandan Yojana.

Hut Insurance Scheme;

Cattle Insurance under Swarnajaynti Gram Swarozgar Yojna,
Scheme for Insurance of Tribals;

Janata Personal Accident Policy and Gramin Accident Policy;
Group Personal Accident Policy for Satiployed Women;
Agricultural Pumpset and Failed Well Insurance;

premia collected on export credit insurance;

Restructured Weather Based Crop Insurance Scheme (RWCIS), approved by the Governn
of India and implemented by the Ministry of Agriculture;
Jan Arogya Bima Policy;

Pradhan Mantri Fasal Bima Yojana (PMFBY);

Pilot Scheme on Seed Crop Insurance;

Central Sector Scheme on Cattle Insurance;

Rashtriya Swasthya Bima Yojana,

Coconut Palm Insurance Scheme;

Pradhan Mantri Suraksha BimaYojna;

Niramaya Health Insurance Scheme implemented by the Trust constituted under th
provisions of the National Trust for the Welfare of Persons with Autism, Cerebral Pals
Mental Retardation and Multiple Disabilities Act, 1999.

Bangla Shasya Bima

ENTRY 36AServices by way akinsurance of the insurance schemsgecified in serial
number 35 or 36.

e

~—+
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WIIRSERVICES PROVIDED BY SPECIFIED

6.

ENTRY NO 3®ervices by th® YLI 28SSaQ { G S toypéarsaslggvensd /
dzy RSNJ 6 KS 9YLX 28SSaQ {aGlFra4S Lyads2N» yOS ! Oz

. ENTRY NO 38ervices provided by themployees Provident Fund Organisatitmthe persons

governed under the Employees Provident Funds and the Miscellaneous Provisions Act, 1952.
ENTRY NO 31A&ervices b oal Mines Provident Fund Organisatitmpersons governed by the
Coal Mines Provident Fund and Miscellaneous Provisions Act, 1948.

ENTRY NO 3iEBervices byNational Pension System (NPSyust to its members against
consideration in the form of administrative fee.

ENTRYOS58: Services provided by thgational Centre for Cold Chain Developmemder the
aAyAaaNR 2F ! ANAROdzZ GdzNBX [/ 22LISNI GA2Y | YR
dissemination.

ENTRYO59: Services by foreign diplomatic missiorlocated in India.

WUWAPENSION SCHE

1. ENTRY NO 33%ervices by way of collection of contribution under fktal Pension Yojana.
2. ENTRY NO 38ervices by way of collection of contribution undery pension scheme of the
State Governments

WYABUSINESS FACILITATOR/CORRESPC

ENTRY NO 3$ervices by the following persons in respective capadities

a. business facilitator or_a business correspondent to a banking compatiy respect to
accounts in itgural area branch

b. any person as amtermediary to a business facilitator or a business correspondétit
respect to services mentioned in entry (a); or

C. business facilitator or a business correspondent to an insurance conpanyral area.

WIRRENTING LEASING SERVI(

1. ENTRY NO X2RENTING FOR RESEDENTIAL DWESEMNGes by way of renting of residential

dwelling for use as residen@xcept where the residential dwelling is rented to a registered
person.

Explanation For the purpose of exemption under this entrthis entry shall coverservices by
way of renting of residential dwelling to a registered person where
i. the reqistered person is proprietor of a proprietorship conceamd rents the residential
dwelling in hispersonal capacity for use as his own residenead
il. suchrenting is on his own account and not that of the proprietorship concern

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024 102

2 NJ

Cl




2. ENTRY NO 41UPFRONT PREMIUM IN RESPECT OF LONG TERMgfEohEEMount(called
as premium, salami, cost, price, development charges or by any other name) payable in resp
of service by way of granting tdhg term lease of 30 yearsr more) of industrial plots or plots
for development of infrastructure for financial business, provided by the State Governmen
Industrial Development Corporations or Undertakings or by any other dmiyng 20% or more
ownership of Central Government, State Governmeunion territoryto the industrial units or

the developers in any industrial or financial business area.

Explanation- For the purpose of this exemption, the Central Government, State Government of
Union territory shall have 20% or more ownership in the entity directly or through an entity whick

is wholly owned by the Central Government, State Government or Union territor

WML EGAL SERVIC
ENTRTY 4%ervices provided by
a. anarbitral tribunalto ¢

any person other than a business entity; or

a business entity with an aggregate turnover up to such amount in the preceding FY
makes it eligible for exemption from registration under the CGST Act, 2017;

the Central Government, State Government, Union territory, local authority,
Governmental Authority or Government Entity.

b. apartnership firm of advocates or an individual as an advocate other than a senior advocat
by way of legal services-to

iv.

an advocate or partnership firm of advocates providing legal services;

any person other than a business entity; or

a business entity with an aggregate turnover up to such amount in the preceding FY
makes it eligible for exemption from registration under the CGST Act, 2017;

the Central Government, State Government, Union territory, local authority,
Governmental Authority or Government Entity.

c. asenior advocatdy way of legal services-to

any person other than a business entity; or

a business entity with an aggregate turnover up to such amount in the preceding FY
makes it eligible for exemption from registration under the CGST Act, 2017.

the Central Government, State Government, Union territory, local authority,
Governmental Authority oGovernment Entity.

WYIIRSPORTS EVE

1. ENTRY 58SPONSORSHIP OF SPORTS E\geNi&s by way gponsorship of sporting events
organisec

a.

by a national sports federation, or its affiliated federations, where the participating teamg
or individuals represent any district, State, zone or Country;

D
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b. by Association of Indian Universities, Inténiversity Sports Board, School Games
Federation of India, All India Sports Council for the Deaf, Paralympic Committee of Indja
or Special Olympics Bharat;

c. by the Central Civil Services Cultural and Sports Board;

d. as part of national games, by the Indian Olympic Association; or

e. under the Panchayat Yuva Kreeda Aur Khel Abhiyaan Scheme.

2. ENTRY 9AA4 SERVICES PROVIDED BY AND TOSElvises provided by and teédération
Internationale de Football Association (FIFA) and its subsididirestly or indirectly related to
any oftheeventsinder FIFAW T 2 2YSy Q4 22NI R [/ dzLJ.Hnun G2 |6S

Condition to be fulfilled:Director (Sports), Ministry of Youth Affairs and Sports have to certify
that the services are directly or indirectly related to any of the events under FFAU 2 2 Y Sy Q&
World Cup 2020.

3. ENTRY 82AADMISSION TO FIFervices by way oight to admission to the events organised
under FIFA Y17 Women's World Cup 2020

4. ENTRY 68 SERVICES PROVIDED TO A RECOGNISED SPOR¥E8nBeepfovided to a
recognised sports bodyy-
a. an individual as alayer, referee, umpire, coach or team manader participation in a
sporting event organised by a recognized sports body;
b. another recognised sports body

However, services by individuals suclsalectors, commentators, curators, technical experts are
taxable. The service of glayer to a franchisee which is not a recognized sports body is alsd
taxable

WOESKILL DEVELOPMENT SER

1. ENTRY NO 68ny services provided by,
a. the National Skill Development Corporation set up by the Government of India;
b. a Sector Skill Council approved by the National Skill Development Corporation;
c. an assessment agency approved by the Sector Skill Council or the National Skill Developnient
Corporation;
d. atraining partner approved by the National Skill Development Corporation or the Sector Skj
Council,
in relation to
i. the National Skill Development Programme implemented by the National Skill Development
Corporation; or
il. a vocational skill development course under the National Skill Certification and Monetary
Reward Scheme; or
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iii. any other Scheme implemented by the National Skill Development Corporation.

2. ENTRY 70Services ofassessing bodies empanelled centrdily the Directorate General of
Training, Ministry of Skill Development and Entrepreneurglyipvay of assessmentsder the
Skill Development Initiative Scheme.

3. ENTRY 7Bervices provided kyaining providers (Project implementation agencies) under Deen
Dayal Upadhyaya Grameen Kaushalya Yojana (DDUG&Mmented by the Ministry of Rural

Development, Government of India by way of offering skill or vocational training courses certifigd

by the National Council for Vocational Training.

WO EMPERFORMANCE BY AN AR

ENTRY 78&ervicedy an artistoy way of a performance ifolk or classical art formsf-

a. music, or

b. dance, or

c. theatre,

if the consideration charged for such performaricé V2 i Y 2 NB atetenipt fromm =
GST.

AAAAAAA

U However, if consideration from such activitiSSE OS S Ra , entire Xgnsideratiomis
subject to GST.

U Further, all other activities by an artist other art forms e.g. western music or dance, modern
theatres, performance of actorm films or television serialg/ould be taxable Similarly,
activities of artists in still art forms e.painting, sculpture making etc. are taxable

U However, theexemption shall not apply to service provided by such artist as a brand
ambassadab W. NI YR | YOI aal R2 NIXor pfdnbtidriior marketiSghfh 2 y

brand of goods, service, property or actionable claim, event or endorsement of namq,

including a trade name, logo or house mark of any person.

WOLRRIGHT TO ADMISSION TO VARIOUS Ei

1. ENTRY 79 ADMISSION TO A MUSEUM, NATIONAL P8&¥ices by way of admission to a
museum, national park, wildlife sanctuary, tiger reserve or. zoo

2. ENTRY 79A ADMISSION TO A PROTECTED MONUME&Wices by way cdmission to a
protected monumentso declared under the Ancient Monuments and Archaeological Sites &
Remains Act 1958 or any of the State Acts, for the time being in force.

3. ENTRY 8¢ ADMISSION TO EVENS$E&rvices by way of right to admission to
I. circus, dance, or theatrical performance including drama or ballet;

Il. award function, concert, pageant, musical performance or any sporting event other tham

a recognised sporting event
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[1l. recognised sporting event;

IV. planetarium,

where the consideratioffor right to admission to the events or places as referred to in items
(@), (b),(c)or(d)aboed y 20 Y2NBE GKIY pnn LISNJ LISNH2Y

U Recognised sporting evenRecognised sporting event means any sporting event,
i. organised by a recognised sports body where the participating team or individugj
represent any district, state, zone or country;
ii. organized

B. by a national sports federation, or its affiliated federations, where the

participating teams or individuals represent any district, State or zone;

C. by Association of Indian Universities, Inténiversity Sports Board, School Games
Federation of India, All India Sports Council for the Deaf, Paralympic Committee ¢f
India or Special Olympics Bharat;
by Central Civil Services Cultural and Sports Board,;

E. as part of national games, by Indian Olympic Association; or
F. under Panchayat Yuva Kreeda Aur Khel Abhiyaan (PYKKA) Scheme.

O

U0 Recognised sports bodyRrecognised sports body means

i. the Indian Olympic Association;

ii. Sports Authority of India;

iii. a national sports federation recognised by the Ministry of Sports and Youth Affairs gf
the Central Government, and its affiliate federations;

iv. national sports promotion organisations recognised by the Ministry of Sports and
Youth Affairs of the Central Government;

v. the International Olympic Association or a federation recognised by the Internationa
Olympic Association; or

vi. a federation or a body which regulates a sport at international level and its affiliated
federations or bodies regulating a sport in India.

WOURSERVICES BY AN UNINCORPORATED BODY OFPROEINENT

1. ENTRY 7&ervice by annincorporated body or aon- profit entity registered under any law for
the time being in forceto its own members by way of reimbursement of charges or share of
contribution ¢

a. as atrade union

b. for the provision otarrying out any activity which is exempt from the levy of Goods and
Services Taxr

C. up to an amount of 7,500 per month per membédor sourcing of goods or services from
a third personfor the common use of its membems a housing society or a residential
complex.

U Some clarifications relating to GST on monthly contribution charged by a Residential
welfare association(RWA):

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024 106




1 Applicability of GST in case of RWA liable for registration:
a. If the aggregate turnover of housing society/RWA providing services to its members |s
above the applicable threshold limit for reqistratioit needs to take registration

under GST in terms of section 22.

b. However, taking registration does not mean that the housing society has to
compulsorily charge G3Tthe monthly maintenance bills raised on its members.

c. Ifthe services provided by it are exempt under an exemption notificatannstance,
in view of entry 77(c) abovesupply of service by a RWA (unincorporated body or a
non- profit entity registered under any law) to its own members by way of
reimbursement of charges or share of contributideL,d (2 'y | Y2dzy (| 2°
month per memberfor providing services and goods for the common use of its
members in a housing society/a residential com@ex exempt from GST.

d. So, there can be casghere a society is reqgisterednder GST, but the monthly
contribution received from all the membefsd f S& & & et pember(and> p 4 N K
the amount is for the purpose of sourcing of goods and services from a third perso
for the common use of its members). In such a caseGST is to be charged by the
housing societypn the monthly bill raised by the society.

-

Example:

1. RWA of Chulbul Housing Society, registered under GST, collected the maintenapce
OKI NBESa 27 cnnn LISNI Y2Y(GK LISNJ Y8 YO B NJ
RWA.

2. If, in above example, other things remaining the same, the RWA of Chulbul Housipg
{20AS0Ge O2ft SOUSR (UKS YIAYUSylIyOS OKI|NE
Xmy:2 akKlftf 0SS LIeloftS 2y GKS Sy{dANEphMhsB

r MZpnno

1 Applicability of GST in case of RWA not liable for registration

a. There can also be a case where the aggregate turnover of the societyif@sa than
the applicable threshold limit for reqgistraticamd the monthly contribution of all the
individual members towards maintenanceless than 7,500/ (such services being
exempt). Further, the society is providing other taxable service to its members or
outsiders In this case, the society (essentially exclusively providing wholly exempt
servicesneed not take reqgistration under GST

b. However, an RWA is not required to obtain registratesen though the amount of

A N v A oA

of the RWA in a financial year does not exceedtkineshold limitfor registration.

Example:
1. The turnover of RWA of Bulbul Housing Society located in New Delhi in a financial y¢ar
is 15 lakh. It has collected the maintenance charges @000 per month per
member. RWA is not providing any other taxable service to its members. In this cage,
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RWA is not required to take registration under GST since its aggregate turnover is I¢ss
than the applicable threshold limit 0f20 lakh.
2. In the above example, other things remaining the same, if the maintenance charggs
collected by the RWA are8,000 per month per member, RWA is still not required to
take registration under GST since its aggregate turnover is less than the applicaQ
threshold limit of 20 lakh.

e

1 Statutory duessuch as property tax, electricity charges etc. forming part of the monthly
maintenance bill raised by the society on its memiyeosild beexcluded while computing
GKS I F2NBal AR Y2y ilikKfe fAYAOGD 27 TZpnnd

Thus, RWA shall be required to pay GST on monthly subscription/ contribution charged
from its members, only if such subscription is more tharv500/- per month per member
and the annual aggregate turnover of RWA by way of supplying of services and goods is alsgp
more than 20 lakh.

In other words:

Annual turnover Monthly maintenance charge Whether exempt?
of RWA
More than 20 More than 7,500/- No (taxable)
lakhs (RP) 7,500/ or less Yes (Exempt)
20 lakhs or less More than 7,500~ Yes (Exempt)
(URP) 7500/ or less Yes (Exempt)

2. ENTRY 77ASERVICES PROVIDED BY AN UNINCORPORATED BODY -ORG¥XNTENTITY
RELATING TAGRICULTURE AND TRAI2Evices provided by amincorporated body or a nen
profit entity registered under any law for the time being in force, engaged in,

i. activities relating to the welfare of industrial or agricultural labour or farmers; or

ii. promotion of trade, commerce, industry, agriculture, art, science, literature, culture, sports
education, social welfare, charitable activities and protection of environment,

toitsownmemberg 31 AYVEAG O2Yy3aARSNIGAZ2Y Ay GKS T2 NY

1000/ per member per year.

WOMIRPUBLIC UTILITY SERV

1. ENTRY NO 23PAYMENT OF TOService by way of access to a road or a bridge on payment of
toll charges

U Clarification regarding GST on overloading charges at toll plaza
1 Entry 23 exempts service by way of access to a road or a bridge on payment of toll charggs.
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1 With regard to said entry, following issues have been clarified:

i. Ministry of Road Transport and Highways (MORTH) permittedibdoaded vehicles
to ply on the national highways after payment of higher toll chargesias been
clarifiedthat overloading charges at toll plazas would get the same treatrasigiven
to toll charges.

ii. MORTH has directed to colleatiditional amount from the users of the road to the
extent of two times of the feeapplicable to that category of vehicle whichnist
having a valid functional Fastdgssentially, the additional amount collected from the
users of the road not having a functional Fastagn ithe nature of toll charges and
should be treated as additional toll charges

Therefore, it is clarified thatdditional fee collected in the form of higher toll charges from
vehicles not having Fastaqg is essentially payment of toll for allowing access tooroads
bridges to such vehicles and may be given the same treatment as given to toll charges.

2. ENTRY NO 23AACCESS TO ROAD ON PAYMENT OF ANB&mide by way of access to a
road or a bridge on payment of annuity.

U Clarification regarding applicability of GST on the activity of construction of road where
considerations are received in deferred payment (annuify@ircular No.150/06/2021 GST
dated 17.06.202]

1 The said circulaslarifies the applicability of GST on annuities paid for construction of road
where certain portion of consideration is received upfront while remaining payment is
made through deferred payment (annuity) spread over years.

1 Itis important to note that Entry 23A exempts the access to road or bridge on payment g
annuity, but it does not cover construction of road services.

1 Thus, it has been clarified th&ntry 23A does not exempt GST on the annuity (deferred
payments) paid for construction of roads

3. ENTRY NO 2% ELECTRICITYransmission/distribution of electricity by an electricity
transmission / distribution utility.

U However, in this regard CBIC has clarified that olleer services provided by DISCOMS
(distribution companies) to consumer against charges are liable to GST such as
i. Application fee for releasing connection of electricity;
ii. Rental Charges against metering equipment;
iii. Testing fee for meters/transformers, capacitors etc.;
iv. Labour charges from customers for shifting of metershofting of service lines; v. charges
for duplicate bil.

4. ENTRY NO 48 PROVIDING NEWServices by way of collecting or providing news by an
independent journalist, Press Trust of India or United News of India.

=2
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WOLURINCUBAEESERVICH

1. ENTRY NO 44ERVICES PROVIDED BY AN INCUEB&NEEES provided by an incubatee up to

U Clarification regarding GST on payment of honorarium to the Guest Anch@nsular No.

177/09/2022 GST dated 03.08.2022]

1 The circular clarifies the applicability of GST on honorarium paid to Guest Anchors. Sang
TV and other TV channeigvite guest anchors to participate in their shows and pay
remunerationto them in the form of honorarium.

1 Itis clarified that supply of all goods & services are taxable unless exempt or declared
Wy SAGKSNI I &dzLJLX @ 2F 3JI22Ra y2NJ | &dzLJLx @

1 Services provided by the guest anchors in lieu of honorarium attract GST liability.

T However3dzSaid | yOK2NB ¢gK2aS | IINBIILGS G dzNY 4

Hn f1 7K 0 mn flF1K Ay OFasS 2F aLISOATASR

reqgistration and pay GST.

. ENTRY NO 50ERVICES OF PUBLIC LIBRARIEBes of public libraries by way of lending of
books, publications or any other knowledgahancing content or material.

. ENTRY NO 65ARIGHT TO INFORMATI(¥rvices by way of providing information under the
RTI Act (Right to Information Act, 2005).

. ENTRY 76FACILITIES OF BATHROOM, WASHRO&xdW&es by way of public conveniences
such as provision of facilities of bathroom, washroolagatories, urinal or toilets.

a total turnover of 50 lakh in a financial year subject to the following conditions, namely:

a. the total turnover had not exceeded50 lakh during the preceding financial year; and

b. a period of 3 years has not elapsed from the date of entering into an agreer®r&n
incubatee.

U Incubatee:Incubateemeans arentrepreneurlocated within thepremises of arechnology
Business Incubator (TBI)/ Science and Technology Entrepreneurship ParkréSadiged
by the National Science and Technology Entrepreneurship Development Board of th
Department of Science and Technology, Government of India (NSTEDB) and whte e
into an agreementvith the TBI/STEP to enable himself to develop and produtechi and
innovative products.

. ENTRY NO 48SERVICES, PROVIDED OR TO BE PROVIDED, BY A TBYSNEGPENTORS
Taxable services, provided or to be provided, by a TBI/STEP recognised by NSTEBPB or|
incubators recognised by the Biotechnololpylustry Research Assistance Council, under the
Department of Biotechnology, Government of India (BIRAC).

ad
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WABOTHER EXEMPT SER

1. ENTRY 2SERVICES BY WAY OF TRANSFER OF A GOING CONCERN:
Services by way of transfer of a going concern, as a whole or an independent part thereof.

U Transfer of a going concern

a. Transfer of a going concern medmsnsfer of a running businesghich is capable of being
carried on by the purchaser as an independent businessshall not cover mere or
predominant transfer of an activity comprising a service

b. Transfer of business for a lump sum consideration commonly referred stuag sale is
covered under this entry

c. Such sale of business as a whole will commageprehensive sale of immovable property,
goods and transfer of unexecuted orders, employees, goodwill etc

Example:Royal Hotel Group is in the business of running a chain of restaurants. It intends fo
sell its business as a going concern. It would not be required to pay GST on such sale df its
business.

2. ENTRY 19€SATELLITE LAUNCH SERVEaElite launch services supplied by Indian Space
Research Organisation, Antrix Corporation Limited or New Space India Limited.

3. ENTRY 52BUSINESS EXHIBITION HELD OUTSIDESNDI¢edy an organiseto any person
in respect of a business exhibition held outside India.

U RECENTLY WITHDRAWN EXEMPTIONS:
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QUESTIONS

1. Exempt supply includes supply of any goods or services or both which attracts nil rate of tax
and which may be wholly exempt from tax, but excludes nontaxable supply. Discuss the validity
of the statement.

Answer:

The statement is not fully valid in law. Exempt supply has been defined as supply of any goodq or

services or both which attracts nil rate of tax or which may be wholly exempt from tax and includgs

non-taxable supply.

2. Services provided by an entity registered under section 12AA of the Incometax Act, 1961 arg
exempt from GST if such services are provided by way of charitable activities. Elaborate thg
0§SNY WOKIFINARGIOES FOUAGAGASAQOD

Answer:Refer Charitable activities section of the chapter

3. Sukhiya Das is enaged in providing following services. With the help of information given below,
determine which of the services provided by Sukhiya Das are exempt from GST:

a. Packaging of the onions purchased from village farmers into small packets of 1 kg each, i
Sukhiya Das warehouse, so that same can be sold in a nearby city mall.

b. Warehousing of jaggery and tea.

c. Renting of warehouse for storage of agricultural produce

Answer:

a. Entry 54, inter alia, exempts the processes/operations carried out at an agricultural farm on the
agricultural produce which do not alter the essential characteristics of agricultural produce, byt
make it marketable only for the primary market. In the givease, though the packaging of onions
does not alter their essential characteristic, it makes them marketable for retail market and ngt
for the primary market and further, such packaging is being done at the warehouse of Sukhiya
Das and not at an agricultal farm. Hence, said services are not exempt.

b. Entry 54, inter alia, exempts the warehousing of agricultural proddeggery and tea do not
qualify as agricultural produce, their warehousimg exempt

c. Entry 54, inter alia, exempts the services of loading, unloading, packing, storage or warehous|ng
of agricultural produce. Thus, warehousing of agricultural produce, per se, is exempt. Howev¢gr,
in the given case, services being provided are not warehossingces but renting of immovable
property services. Such services are not exempt.

—J

4. Good Health Medical Centre, a clinical establishment, offers the following services:

0] Reiki healing treatments.

(i) Plastic surgeries. One such surgery was conducted to repair cleft lip of a new born baby

(i) Air ambulance services to transport critically ill patients from distant locations to the
Medical Centre.

(iv)  Palliative care for terminally ill patients. On request, such care is also provided to
patients at their homes. (Palliative care is given to improve the quality of life of patients
who have a serious or lif¢ghreatening disease but the goal of such carenist to cure
the disease).
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(ii)

(iif)

(iv)

v)

Further, services provided by cord blood banks by way of preservation of stem cells or any other
service in relation to such preservation aret exempt from GST.

It is important to note that Entry 74 of the exemption notification grants exemption to health care

(v)

Good Health Medical Centre also operates a cord blood bank which provides services in relatiof
to preservation of stem cells.

Good Health Medical Centre is of the view that since it is a clinical establishment, all the service
provided by it as well as all the services provided to it are exempt from GST. You are require
to examine the situation in the light of relevant statutorprovisions

Answer:

Alternative medical treatments by way of yoga.

Not Exempt.Since reiki healing is not a recognized system of medicine in terms of section

2(h) of Clinical Establishments Act, 2010, it would not be exempt and thus, GST would pe

payable thereon.
Exempt.Health care service does not include, inter alia, cosmetic or plastic surgery, except
when undertaken to restore or to reconstruct anatomy or functions of body affected due to|
congenital defects, developmental abnormalities, injury or trauma. Therefotastip
surgeries will not be entitled to the said exemption and thus, GST would be payable thereop.
However, plastic surgery conducted to repair a cleft lip will be eligible for exemption as {t
reconstructs anatomy or functions of body affected due to camtal defects (cleft lip).
Exempt.Health care service includes services by way of transportation of the patient to an
from a clinical establishment. Thus, air ambulance service to transport critically ill patients f]
Good Health Medical Centre would be eligible for exemption under thersatification. (iv

o =

Exempt.Health care service means any service by way of diagnosis or treatment or care fpr

illness, injury, deformity, abnormality or pregnancy in any recognized system of medicines |n
India. It is immaterial whether such service is provided at the clinical kstiafrent or at the
home of the patient or at any other place. Thus, palliative care for terminally ill patients i$
exempt.

-4

Exempt.Since Yoga is a recognized system of medicine in terms of section 2(h) of Clinigal

Establishments Act, 2010, the same would be eligible for exemption under the said
notification.

services provided BY a clinical establishment and not to services provided TO a clinical establishment.

¢CKSNEF2NE>X D22R | S| f (K ha SneeiitGslatclinicabegtabhsineit, allxi@ey |
services provided to it are also exempt from GST is not correct in law

5. M/s. Apna Bank Limited, a scheduled commercial bank, has furnished the following details for
the month of August:

Particulars Amount (in cr Excluding GST
Extended housing loan to its customers 100

Processing fees collected from its customers on sanctior 20

loan
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Commission collected from its customers on bank guarant 30

Interest income orcredit card issued by the bank 40
Interest received on housing loan extended by the bank 25
Minimum balance charges collected from current accou 01

and saving account holder
Compute the value of taxable supply

Answer:
Computationof value of taxable supply of M/s. Apna Bank Limited for the month of August:

Particulars Amount
in crores

Housing loan extended to customers Nil

[Since money does not constitute goods, extending housing loan is not a st

Processing fee collected @anction of loan 20

[Interest does not include processing fee on sanction ofitla@. Hence, the

same is taxable.]

Commission collected on bank guarantee 30

[Any commission collected over and above interest on ladwance or deposit

are notexempt.]

Interest income on credit card issued by the bank [Services by way of exter 40

loans in so far as the consideration is represented by way of interest are ex

from tax. However, interest involved in credit card servicepecifically

excluded from this exemption entry.]

Interest received on housing loan Nil

[Services by way of extending loans in so far actresideration is representec

by way of interest are exempt from tax.]

Minimum balance chargesollected from current account and saving accounf 01

holder [Any charges collected over and above interest on loan, advance or

deposit are not exempt.]

Value of taxable supply 91

6. Determine the GST payable, if any, in each of the following independent cases, assuming that
the rate of GST is 18% and that the service providers are registered:
a. Bollywood dance performance by a film actor in a film and consideration charged is
1,45,000.
b. Carnatic music performance by a classical singer to promote a brand of readymads
garments and consideration charged isl,30,000.
c. Carnatic music performance by a classical singer in a music concert and consideratioh
charged is 1,55,000.
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d. Kathak dance performance by a classical dancer in a cultural programme and consideratiof

charged is 1,45,000.

Answer:

a.

Bollywood Dance performance by a film actor in a film is not exempt from GST even though t
consideration charged is less than threshold limit df,50,000. The reason for the same is that

the dance performance by an artist is exempt only if it is a performance in folk or classical grt

forms of dance.

Carnatic music performance by a classical singer to promote a brand of readymade garmentg is

not exempt from GST even though, the consideration charged is less than threshold limit of
1,50,000 and it is a performance in classical art forms of music. The reason for the same is t
the said exemption is not applicable to service provided by such artist as a brand ambassador

hat

Carnatic music performance by a classical singer in a music concert is not exempt from GST gven

though it is a performance in classical art forms of music. The reason for the same is t
consideration charged for the service exceed$,50,000. Consequently, entire consideration
charged is subject to GST as follows:1555,000 x 18% =27,900

Kathak dance performance by a classical dancer in a cultural programme is exempt from GST as

it is a performance in classical art forms of dance and consideration charged does not excee
1,50,000 [i.e. 1,45,000].

Examine which of the following independent services are exempt from GST:

a. Food supplied by the canteen run by a hospital to thepatients as advised by the doctors.

b. An RWA, registered under GST, collects the maintenance charge$®&00 per month per
member.

Answer:

a.

Services by way of health care services by a clinical establishment, an authorised medi
practitioner or paramedics are exempt from GST. Food supplied to thgaients by a canteen
run by the hospital, as advised by the doctor/nutritionists, is a mdrcomposite supply of
healthcare and not separately taxable. Thus, said services are exempt from GST.

Supply of service by a RWA (unincorporated body or aprarit entity registered under any law)

to its own members by way of reimbursement of charges or share of contribution up to af

amount of 7500 per month per member for providing services and goods for the common us

kal

2}

”

of its members in a housing society/a residential complex are exempt from GST. Hence, in the

given case, services provided by the RWA are exempt from GST since the maintémaages c
collected per month per member do not exceed500

. An individual acts as a referee in a football match organized by Sports Authority of India. He
has also acted as a referee in another charity football match organized by a local sports club, i

lieu of a lump sum payment. Discuss whether any GST is payaibldhe activities undertaken
by him.

Answer:
Services provided to a recognized sports body by an individual, inter alia, as a referee in a sporting
event organized by a recognized sports body is exempt from GST.
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Since in the first case, the football match is organized by Sports Authority of India, which is
recognized sports body, services provided by the individual as a referee in such football match \
be exempt.

However, when he acts as a referee in a charity football match organized by a local sports club,
would not be entitled to aforanentioned exemption as a local sports club is not a recognized sport
body and thus, GST will be payable in this case

9. w-[ t@dd [GR® YI ydzZFlI OGdzNBa | o0Skdzie az2t L) ¢
has organized a concert to promote its brand. Ms. Ahana Kapoor, its brand ambassador, whg
is a leading film actress, has given a classical dance performance irsdia concert. The

LINE OSSRa 2F (GKS O2yOSNI 62 NIK MEIHAZSANN &
whether Ms. Ahana Kapoor will be required to pay any GST.
Answer:

vill

he

h A (

At

Services by an artist by way of a performance in folk or classical art forms of (i) music, or (ii) dance,

or (iii) theatre are exempt from GST, if the consideration charged for such performance is not mg
than 1,50,000. However, such exemption is not available in respect of service provided by su
artist as a brand ambassador.

{AyOS aad ! KFIyl YILR22NI A& GKS oNryR Yol aal
Ltd., the services rendered by her by way of a classical dance performance in the concert organi
by RXL Pvt. Ltd. to promote its brand will not be eligiblettie abovementioned exemption and

thus, be liable to GST. The fact that the proceeds of the concert will be donated to a charitabjle

organization will not have any bearing on the eligibility or otherwise to the almoswetioned
exemption

10. Examine whether GST is exempted on the following independent supplies of services:
0] Service provided by a private transport operator to Scholar Boys Higher Secondaryf
School in relation to transportation of students to and from the school.
(i) Services provided by way of vehicle parking to general public in a shopping mall
Answer:

(1) Yes. Services provided TO an educational institution by way of transportation of students afe

exempted from GST.
(i) No. Services provided by way of vehicle parking to general public are not exempted from G
Therefore, GST is payable on the same.

11. A State Transport Undertaking has hired motor vehicles meant to carryl8 passengers from
Fast Cab Renting, a motor vehicle renting company. Give your comments as to whether any G§
is payable in this case.

Answer:

Services by way of giving on hire, inter alia, to a State Transport Undertaking, a motor vehicle me

to carry more than 12 passengers is exempt from GST. Since the motor vehicles given on hire by

Cab Renting to the State Transport Undertaking aramhéo carry 810 passengers, the same would

not be eligible for exemption and would thus, be liable to GST.

[e
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12.Indiana Engineering College, a recognised educational institution, has conducted an entrance¢

test examination for various courses run by it and charged entrance fees from the applicants.
Determine whether Indiana Engineering College is liable to pay GSth@same.
Answer:
Services provided by an educational institution by way of conduct of entrance examination again
consideration in the form of entrance fee are exempt from GST. Since in the given case, servi
provided by Indiana Engineering Collegan educational instution - are by way of conduct of
entrance examination against entrance fee, the same is exempt and thus, GST is not payable in
case.

13.Poorva acts as a team manager for Indian Sports Authority (ISA), a recognised sports body, fq
I GSYyyAa G2dz2NYyI YSYyd 2NBIFYA&SR o6& I YdzZ GAYN
2,00,000. Determine whether GST is payable on the remuneration recebyeBoorva.

Answer:

Services provided by a team manager to a recognised sports body for participation in a sporting ev

are exempt from GST provided said sporting event is organised by a recognized sports body. In

given case, the services are being provided by a teamager to a recognised sports body, but the

sporting event is not organised by a recognised sports body. Therefore, the services provided

Poorva are not exempt from GST

14.Babloo Transporters, a Goods Transport Agency, transported relief materials meant for victimg
of Kerala floods, a natural disaster, by road from Delhi to Ernakulam, for a company. Bablog
Transporters is of the view that it is not liable to pay GST on tlagdsservices provided as said
services are exempt. You are required to advice it on the said issue.

Answer:

Services provided by a goods transport agency, by way of transport in a goods carriage of re

materials meant for victims of, inter alia, natural or raaade disasters, calamities, are exempt from

GST. Therefore, services provided by Babloo Transpavitbitse exempt from GST

15.Keyan Enterprises, an event organizer, provided services to Breathing Wall Ltd. by way of

organizing business exhibition in New Delhi as part of Make in India initiative. Keyan
Enterprises claims that it is not required to pay GST as the services provieavay of
organizing business exhibition are exempt from GST. Examine the technical veracity of the clair]
of Keyan Enterprises, in the given case.

Answer:
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No, the claim made by Keyan Enterprises that it is not required to pay GST is not correct. Services

provided by an organiser to any person in respect of a business exhibition are exempt from GST ¢
when such business exhibition is held outside India. éi@n, since in the given case, the exhibition
is being organized in India, the services of organization of event by Keyan Enterprises will not
exempt from GST

16. Ekta Charitable trust, registered under section 10(23C)(v) of the IncgéaxeAct, 1961, manages
a temple in Rohini, Delhi. It has given on rent a community hall, located within temple premises,

nly

be
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whether the services provided by Ekta Charitable trust are liable to GST.
Answer:

Services by a person by way of renting of precincts of a religious place meant for general pub

owned or managed by an entity registered as a trust or an institution under section 10(23C)(v) of t
Incometax Act are exempt provided renting charges @dmises, community halls, kalyanmandapam

or open area are not 10,000 or more per day. Thus, in the given case, renting of community hall b

Ekta Charitable Trust is exempt from GST, as rent is less tta000 per day

17.ST Ltd. has given on hire 5 trucks to Titu Transporters of Delhi (a goods transport agency) fq

GNF yaLR2NIAYy3 3I22REa Ay [/ SYGNXt FyR 2Said 5S¢
truck per day. Examine whether GST is payable in the given case.
Answer:
GST is not payable in case of hiring of trucks to Titu Transporters since services by way of givin
hire, inter alia, to a goods transport agency, a means of transportation of goods are exempt.
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5. REGISTRATION

INTRODUCTION
Under any taxation law, registration is tmeost fundamental requirementor identification of tax
payers ensuring tax compliance in the economy. It is the first step towards becoming GST complajnt.
Under indirect tax regimeyithout registration, a person can neither collect tax from his customers
nor claim any credit of tax paid by him.

Registration legally recognizes a person as supplier of goods or services or both and legally authorjizes
him to collect taxes from his customers and pass on the credit of the taxes paid on the goods |or
services supplied to the purchasers/recipients. Hedam the input tax credit of taxes paid and can
utilize the same for payment of taxes due on supply of goods or ser®Regsstration ensures the
seamless flow of input tax creditom suppliers to recipients at the national level

Relevant Sections:

SECTION 30 ‘ SECTION 22 §
. . Persons liable for
Revocation of cancellation registration
of registration
\\ AL

Cancellation or
suspension of
registration

SECTION 23

Persons not liable for
registration

SECTION 24

Compulsory registration
in certain cases

SECTION 28

Amendment of SECTION 25
registration

Pracedure for
registration.

| SECTION 26

|  Deemed registration

SECTION 27

Special provisions
relating to casual taxable
person and non-resident

taxable person

. PERSONS LIABLE FOR REGISTRATION [SECTION 22]
1. Requirement of Registration:
a. Every supplier of goods or services or both is required to obtain registration
b. in the State or the Union territory fromhere he makes the taxable supply
c. if hisaggregate turnoveexceeds specified threshold limit in a FY.
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2. Aggregate TurnoverThe definition of aggregate turnover as contained in section 2(6) of the

Example:

T
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CGST Act is analysed as follows:
a. The aggregate turnover is trsaim of value of all outward suppliésling in the following
four categories:
i. Taxable supplies
ii. Exempt supplies
iii. Exports of goods or services or both

iv. Inter-State supplies of persons having the same PAN be computed on all India basig.

b. It excludes:
i. The value of inward supplies on which tax is payable by a persoavense charge
basis
ii. Taxes including cess paid under GST law
c. It is computedon all India basifor a person having same Permanent Account Number
(PAN).
d. Meaning of Exempt Supplie€xempt supplyneans supply of any goods or services or
both
i. which attractsnil rate of taxor
ii. which may bewholly exempt from taxunder section 11, or under section 6 of the
Integrated Goods and Services Tax Act, and
iii. includesnon-taxable supply
e. Aggregate turnover to include all supplies made by the taxable pergbether on his
own account or made on behalf of all his principals

Raghubir Private Ltd. pays GST on sitting fees paid to its directors for the services rendere
them, under reverse charge. Value of services provided by the directors to Raghubir Priv
Ltd. will form part of the aggregate turnover of the directors atl of Raghubir Private Ltd.

I RSIf SN W O ofetimDelli argl ardthef ih Ba8yana. In order to determine
GKSOGKSNI W-Q A& fAFO6fS F2NINBIAAGNI GA2Yy 3
and only if the same exceeds the applicable threshold limit, Xlis f@ar registration.

Madhur Oils, Punjab, is engaged in supplying machine oil as well as petrol. Supply of petrd
not leviable to GST, but supply of machine oil is taxable. In order to determine whether Madl
QOils is liable for registration, turnover of both ntaxable aswell as taxable supplies would
be taken into account and if the same exceeds the applicable threshold limit, Madhur Oils
liable for registration.
Mohini Enterprises has appointed M/s Bestfords & Associates as its agent. M/s Bestfords

[l by
Hte
(i dz

lis
ur

S

&

Associates makes supply of goods on its own account as well as on behalf of MoHini

Enterprises. All the supplies of goods made by M/s Bestfords & Associates asfadehini

Enterprises as well as on its own account will be included in the aggregate turnover of M/s

Bestfords & Associates.
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3. Applicable Threshold Limit:

a. The threshold limit prescribed under section 22(1) 0 lakh in a FY.e. every supplier,
whose aggregate turnover in a financial year excee#® lakh, is liable to be registered
under GST in the State/ Union territory from where he makes the taxable supply of goods
and/or services.

b. However, in respect of 4 Special category States i.e. Mizlgram, Tripura, Manipur and
Nagalandthe threshold limit is_10 lakhs in a FY

c. Further, Notification No. 10/2019 CT dated 07.03.2019 exempts any person who |[s
engaged irexclusive supply of goo@ndwhose aggregate turnover in the financial year
does not exceed 40 lakh from registration requirement.

ExceptionsExceptions to this exemption are as follows:
i. Persons required ttake compulsory registrationnder section 24.
ii. Persons engaged in making supplies of

Tariff item,

subhgadlng, Description of goods

heading or

Chapter
2105 00 00 Ice cream and other edible ic&hether or not containing coco
2106 90 20 Pan masala
24 All goods, i.e. Tobacco and manufactured tobacco substitute
6815 Fly ash bricks or fly ash aggregatéth—-90%—ormore—flyasl
content; Fly ash blocks

6901 00 10 Bricks of fossil meals asimilar siliceous earths
6904 10 00 Building bricks
6905 10 00 Earthen or roofing tiles

iii. Persons engaged in making intBtate supplies in the States Afunachal Pradesh,
Uttarakhand, Meghalaya, Sikkim, Telangana, PuduclaemySpecial Category States
as per section 2@lNagaland, Mizoram, Manipur, Tripura].

iv. Person who ha®pted for voluntary registratioror such registered persons who
intend to continue with their registration under the CGST. Act

Note: A person shall beonsidered to be engaged exclusively in the supply of gewds if he is
engaged irexempt supply of services provided by way of extending deposits, loans or advances
in so far as the consideration is representadway of interest or discount

States with threshold | States/UTs with threshold :ta;es/UTs W::thre:hf I(f: Ilrimt
fFAYALD 27 tAYAQ 27T .
supplier  of oods| supplier of goods and/or services/ - both —goods _ ang
PRIer ot g PP g ASNBAOSA | yR
and/or services services .
supplier of goods (IntreState)
MANIPUR ARUNACHAL PRADESH JAMMU & KASHMIR
MIZORAM MEGHALAYA ASSAM
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NAGALAND SIKKIM HIMACHAL PRADESH
TRIPURA UTTARAKHAND ALL OTHER STATES
PUDUCHERRY
TELANGANA

Example:

1 Prithiviraj of Assam is exclusively engaged in iftate supply of shoes. His aggregate

GdZNYy 2 OSNJ Ay GKS OdzZNNByidG FAYLFYOALE &SFNI A
the applicable threshold limit for registration for Prithviraj in the givel & A & nn |t
he is not liable to get registered under GST.
If in above example, all other things remaining the same, Prithigie{clusively engaged in
adzllLx @ 2F LIy YlLalfl AyadSIR 2F akKz2Saz KB
flr1K YR G0KS ILILXAOIofS GKNBaAK2fR fAYAL |F2
Thus, Prithiviraj will be liable et registered under GST.
If instead of pan masala, Prithiviraj is exclusively engaged in supply of taxable services, the
I LILX AOFoftS GKNBaKz2fR fAYAG F2NJ NBIAAUGNT (G[p2
to get registered under GST.
Further, if Prithiviraj is engaged in supply of both taxable goods and services, the applicalp
GKNBAK2TR fAYAG F2NJ NBIAAGNIGA2Yy oAttt 0%
registered under GST.

1 Shivaji of Telangana is exclusively engaged in-Btede supply of toys. Its aggregate turnover
Ay GKS OdzZNNByld FAYIFYOALIf @SN A& HH § I}
Telangana, he will not be eligible for higher threshold limit alséelen case of exclusive supply
2F 3I22R&P ¢KS FLILX AOIotS GKNBakKz2tR tAYAD 7
lakh. Thus, he is liable to get registered under GST.
If in above example, all other things remaining the same, Shivaji is exclusively engaged in
supply of taxable services instead of toys, the applicable threshold limit for registration will
aGgAatt o8 Hn f 1 1 K® ¢Kdza sunderfGBWI 2A ¢gAff 0B
Further, if Shivaji is engaged in supply of both taxable goods and services, the applicaple
OKNBaK2ftR fAYAO FT2N) NBIAAGNIGA2y oAttt ofF
registered under GST

1 Ashoka of Manipur is exclusively engaged in wState supply of paper. Its aggregate
GdzZNYy20SNJ Ay GKS OdzZNNByd FAYLFYyOALFf &SI NJ A
from Manipur which is a Special Category State, the applicable threshdaltblimegistration
F2NJ ! aK21F Ay (GKS 3IABSy OFasS Aa mn fF1K®
If in above example, all other things remaining the same, Ashoka is exclusively engaged in
supply of taxable services instead of paper, the applicable threshold limit for registration wjll
adAatt oS Mmn flF1K®d ¢Kdza s ntleda@®SZF.\ I oAttt 0S| €.
Further, if Ashoka is engaged in supply of both taxable goods and services, the applicaple
OKNBaK2ftR fAYAG F2NJI NBIAAGNYGA2Y Ay GKIF G| 3
liable to get registered under GST

1 Raghav of Assam is exclusively engaged in-Btade supply of readymade garments. Its
turnover in the current FY from Assam showroom 28 lakh. It has another showroom in

X

e

Qx

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024 123




Tripura with a turnover of 11 lakh in the current FY. Since Raghav is engaged in supplyirlg
garments from a Special Category State as per section 22, the applicable threshold limit for
him gets reduced to 10 lakh. Further, Raghav is liable to get registered under GST in both
Assam and Tripura on his aggregate turnover crossing the threshold limiiOolakh.

4. Registration required only for a place of business from where taxable supply takes place
a. A person is required to obtairegistration with respect to each place of busineséndia
from where a taxable supply has taken place.
b. However, a supplier 3ot liable to obtain registratiom a State/UT from where he makes
an exempt/nontaxable supply
c. Further, the threshold limit of a person having places of business in more than on
State/UT inIndi@ S & NI R dzO SRy wiheh such parson makesdble supplies
of goods or services or both from any of the Special Category 3tsigsr section 22.
d. However, in case he makegempt/nontaxable supply from a Special Category State
taxable supplies from a State other than Special Category Stat¢hibehold limit shall
not be so reduced
Example:Uday Enterprises is engaged in supply of taxable goods in Maharashtra. It algo
supplies alcoholic liquor for human consumption from Nagaland. Its turnover in the curreft
FAYILYOAILET &SIN Aa on fF1K Ay al KI NsksdsK i NI
exclusively engaged in making taxable supplies of goods from Maharashtra, the applicaljle
GKNBaK2tR fAYAGD FT2NJ 200FAYyAYy3 NBIAAGNY GARY
NBERdzOSR (2 Mn I 1 Kohbli¢ liqioKfar iluménlcanSumptibnafrondt dzLJL
Nagaland (one of the Special Category States) aretaable supplies3 . In the given case,
AAYOS (GKS F33aNBIAFGS ddzNYy20SN) 2F | RIF& 9y G|SN
40 lakh, it is liable to obta registration. It will obtain registration in Maharashtra, but is not
required to obtain registration in Nagaland as he is not making any taxable supplies from sdi
State.

1%

d

5. Persons already registered under existing laiwvery person who, on the day immediately
preceding the appointed days registered or holds a license under an existing kivall be
liable to be registered under this Act with effect from the appointed [fac 22(2)]

6. Person liable for registration in case of transfer of business
a. Where abusiness is transferredvhether on account of succession/any other reason

[including transfer/change in the ownership of business due to death of the sole
proprietor], to another person as a going concethe transferee/successor, is to be
reqgistered with effect from the date of such transfer/succesg®ac 22(3)]

b. Where the business is transferred, pursuant to sanction e€l@eme/ arrangement for
amalgamation/ demerger of two or more companies, pursuant to an order of a High
Court/Tribunal, thetransferee is to be registered with effect from the date on which the
Reqistrar of Companies issues a certificate of incorporafiing effect to such ordg¢Eec
22(4)]
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[I. COMPULSORY REGISTRATION IN CERTAIN CASES [SECTION 24]
The category of persons requiring compulsory registration under GST have been enlisted below
1. Persons making angter-State taxable supply

Casual taxable perso€TP) making taxable supply.

Personswvho are required to pay tax under reverse chaogeinward supplies received

Nonresident taxablgersons (NRTP)aking taxable supply.

Personswho make taxable supply of goods or services or both on behalf of other taxabls

personswhether as an agent or otherwise.

arMwbd

A7

The below points i be discussed at CA Final level, given here justfierence

6. Every ECO (Electronic Commerce Operator) who is required to collect tax at source urjder
section 52.

7. Persons who are required to deduct tax under section 51, whether or not separately registened
under this Act

8. Input Service Distributor, whether or not separately registered under this Act.

9. Every person supplying online information and data base access or retrieval (OIDAR) serjces
from a place outside India to a person in India, other than a registered person5 ;

10.Persons who are required to pay tax under section 9(5) and

11.such other person or class of persons as may be notified by the Government on the
recommendations of the Council.

[ll. PERSONS NOT LIABLE FOR REGISTRATION [SECTION 23]
A. Person engaged exclusively in the business of supplying goods and /or services not liable tp
tax/wholly exempt from tax

Example:

1 Madhur Qils, Punjab, is exclusively engaged in supplying petrol. Supply of petrol is not levigble
to GST. Thus, Madhur Oils is not liable for registration as it is engaged exclusively in supplying
goods not leviable to tax. (11)

1 BhavyajyotiFoundation, a charitable trust registered under section 12AA of the Intaxne
Act, 1961, is exclusively engaged in supply of services by way of charitable activities. Services
by an entity registered under section 12AA of the InctemeAct, 1961 by wagf charitable
activities are exempt from GST. Thus, Bhavyajyoti Foundation is not liable for registration fas
it is exclusively engaged in supplying services exempt fram tax

B. An agriculturist, to the extent of supply of produce out of cultivation of land:

a. Meaning of Agriculturist:The term agriculturist has been defined under section 2(7) as
anindividual/Hindu Undivided Family (HUMo undertakes cultivation of land
i. byown labour or
ii. by thelabour of family or
iii. by servants on wagepayable in cash or kind or by hired labour under personal

supervision or the personal supervision of any member of the family.

b. From the above definition, it is clear that the benefit of not being liable to registration is

only restricted to the agriculturists who are individuals or HUFs
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c. Further, if an agriculturist iglso engaged in making any supply other than supply of
produce out of cultivatiorof land, heshall be liable to registratiobased on applicable
threshold limit.

Example:Deshbandhu is an agriculturist engaged in cultivation of wheat in his field in the Sta

of Punjab. He was exclusively engaged in supply of wheat cultivated in his field in the previrus
year. Thus, he was not liable to registration as he was exclusivghged in supply of produce
out of cultivation of land. In the current year, he decides to start trading in rice apart fron
addzLJLX eAy3 KAa oKSIFG LINPRdzZOS® | A& GdzNYy2O3SNJ A\
LINE RdzOS R I y Rrading di rice.ISihdé hefisNaadgéaged in trading of rice also, he is nqt
covered under section 23 above. The threshold limit for registration applicable to a pers¢n
SEOf dzar@gSfte Sy3IraSR Ay &dzllLi & 2F 322 Raovek y |G K
2T 5SaKolyRKdz Ay (GKS Odz2NNByid &SI N Aa nwm|tl
limit. Thus, he will be liable to registration.

C. Specified category of persons notified by the Government exempted from obtaining
registration:

1. Persons making only reverse charge suppliBsrsons who are only engaged in making
supplies of taxable goods or services or both, the total tax on which is liable to be paid gn
reverse charge basis by the recipient of such goods or services or both under section 9(3)
have been exempted from obtairgrregistration

Example:Manikaran Transporters is a Goods Transport Agency (GTA) engaged exclusively in
supplying GTA services liable to tax under reverse charge [since tax is being paid on ¢TA
services @ 5% in the given case]. Thus, it is exempt from registration as it isdengade
exclusively in making supplies, tax on which is liable to be paid on reverse charge bakis.
Further, Manikaran Transporters supplies said service to Diwakar Manufacturing Pvt. Ltd.
whose aggregate turnover does not exceed the applicable thredinald However, since
Diwakar Manufacturing Pvt. Ltd. has to pay tax on GTA services [@ 5%] under reverse chafge,
it is required to obtain registration mandatorily irrespective of its aggregate turnover.

2. Persons making inte6tate supplies of taxable services up t®0 lakh
a. The persons makinigter-State supplies of taxable servicasd having an aggregate
turnover, to be computed on all India basis, not exceeding an amoun6flakh in
a financial year have been exempted from obtaining compulsory registration.
b. However, the aggregate value of such supplies, computed on all India basis, shoyld
not exceed an amount of 10 lakhin case of Special Category Statesviidoram,
Tripura, Manipur and Nagaland.

Example: Dhola & Co., located in Delhi, is engaged in supply of taxable goods6 in the

YSAIKO2dzNAYy3I {dGFdGSa 2F tdzyalo YR | FNBHYI
lakh. Since it is engaged in making irBtate taxable supply of goods, it is vegd to
register mandatorily under GST irrespective of its aggregate turnover. However, if in thhe
above case, Dhola & Co. is engaged in irfiéate supply of taxable services instead of
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goods, it will be eligible for exemption from registration till its aggregate turnover does

A N v oA A

y2i SEOSSR Hn f 1 1K®

3. Persons making intefState taxable supplies of notified handicraft goods up to
20,00,000
a. In the following cases, persons making irBtate supplies of goods have been
exempted from obtaining registration:

I. Persons makinmter-State taxable supplies of notified handicraft goods

ii. Persons makin@ter-State taxable supplies of notified productgshen made by
craftsmen predominantly by hand even though some machinery may also be usefd
in the process.

b. Conditions to be fulfilled:

i. Theaggregate valuef such supplies, to be computed on all India basis, does not
exceed an amoung ¥ HNn f |if dase af Spepial Categoty fStates of
Mizoram, Tripura, Manipur and Nagaland] in a FY.

ii. Such persons have obtainedP@dNand have generated agway bill.

Example:Ariza Pvt. Ltd., located in Madhya Pradesh, is a supplier of taxable and notifigd
handicraft goods. It supplies these goods in the neighbouring States of Uttar Pradesh ahd
Orissa. Its aggregate turnover in the month of April 1§ lakh. Although Ariza Pvt. Ltd. is
engaged in making inteBtate supplies of taxable goods, it is not liable to obtain
registration till its aggregate turnover does not excee@0 lakh as it has availed the
exemption from registration under Notification No. 03/2018 IT9

4. Casual Taxable Persons making int&tiate taxable supplies of notified handicraft goods
upto 20 lakh
a. ACTP igiable to be registered compulsoriiynder GST irrespective of the threshold
limit.
b. However, following categories of CTPs have been exempfesm obtaining
registration:

i. CTPs makinigter-State taxable supplies of notifidthndicraft goodsor

ii. CTPs makinimter-State taxable supplies of notified producteghen made by the
craftsmen predominantly by hand even though some machinery may also be used
in the process.

c. Conditions to be fulfilled:

i. Theaggregate value of such suppli¢s be computed on all India basis, does not
exceed an amount of 20 lakh [ 10 lakhin case of Special Category States of
Mizoram, Tripura, Manipur and Nagaland] in a FY.

il. Such persons have obtainedPd&Nand have generatedn eway bill

Liability to register in respect of services provided by the commission agent as per APMC Adt for
sale/ purchase of agricultural produce
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Mr. A sells agricultural produce by utilizing the services of Mr. B who is a commission agent as
the Agricultural Produce Marketing Committee Act (APMC Act) of the State. Mr. B identifies th
buyers and sells the agricultural produce on behalf of MorAvhich he charges a commission from
Mr. A.

In cases where thmvoice is issued directly by Mritéthe buyer, the commission agent (Mr. d)es
not fall under the category of agerbvered under Schedule I.

However, in casewhere the invoice is issued by Mr.(8gent)to the buyer Mr. B is an agent as
covered under Para 3 of Schedule | to the CGST Act. Hence, in such cases, the services suppli
commission agent Mr. B on behalf of the principal without considerasiosll be deemed to be a

supply

The registration requirements of the commission agents in such cases have been examined &
clarified as follows:
1. As we have already seeas per section 24a person is liable for mandatory registration if he
makestaxable supply of goods or services or both on behalf of other taxable persons.
2. Accordingly, a commission agenmill be liable to get mandatorily registerachder this provision
only when both the following conditions are satisfied:
a. the principalshould be a taxable perspand
b. the supplies made by the commission agent should be taxable

However, generally, a commission agent under APMC Act makes suppbielsalhof an agriculturist

who is not a taxable persoifi he supplies produce out of cultivation of land. Thus, a commission|

agent, who is making supplies on behalf of fiarable person [viz. agriculturists_not liable for
compulsory registratiominder this provision.

IV. PROCEDURE FOR REGISTRATION [SECTIONS 25, 26 & 27]
1. DEFINITIONS:

a. Casual TaxablePerson [Section 2(20)] Casual taxable person as a person who
occasionally undertakes transactions involving supply of goods or services anlibéh
course or furtherance of business, whether as principal, agent or in any other capacity,
a State/UTwhere he has no fixed place of busineiSsrther, hecannot exercise the option
to pay tax under composition levy
Example: Krishnadev & Co., engaged in supplying taxable goods, is registered
wkeladKFyd LG gAaKSa G2 LI NILAOALIGS Ay
However, it does not have a fixed place of business in Delhi. In this case, Krishnadev &
has to obtain registration as a casual taxable person in Delhi.

b. Non-Resident Taxable Person [Section 2(77)NonResident Taxable Persas any
personwho occasionally undertakes transactiangolving supply of goods or services or
both, whether as principal or agent or in any other capacity, but whonoaxed place

per
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of business or residence in Indikle cannot exercise the option to pay tax under
composition levy

Note: For NRTP, transactions undertaken need not be in the course of furtherance of
business.

2. Where and by when to apply for registration? [Section 25(1)

Particulars Where When
Person who is liable to b within 30 days from the dat¢
registered under section 2 on which he becomes liabl

. In every such State/UT . .
or section 24 . , , to registration
which he is so liable

A casual taxable person or Date of Grant of registratiol
non-resident taxable person certificate

Example:Sugam Services Ltd. is engaged in taxable supply of services in Delhi. The turnover of Su

AN ¥ oA A ¥ A o~

{SNDPAOSa [GR® SEOSSRSR Hn 11K 2y wmad b2@SYp

Delhi.

3. State-wise registration [Section 25(2) read with rule 11]
a. One registration per State

i. Registration needs to be takedtatewise i.e., there isno_centralized registration
under GST.

ii. A business entity having itsranches in multiple States will have to take separate
Statewise reqistratiorfor its branches in different States.

iii. Further, within a State an entity with different branches shall be grantsdhgle
reqistrationwherein it can declare one place Rsncipal place of business (PP @Byl
other branches agdditional places of business (APoB)

b. Separate registration for different places of business within a State/UT may be granted

i. Although a taxpayer having multiple places of business in one Stabénsandatorily
required to obtain separate reqistratidior each such place of business in the State,
he has an option to obtain independent registrations with respect to each such
separate place of business.

ii. However, separate registration for each place of business shall be granted providg
all separately registered places of business of such pepsgntax on supply of
goods/services/both made another reqistered place of businessuch person and
issue a tax invoice/bill of supply, for such supply.

iii. Separate reqistration applicatioreeds to be filed for each place of business.

iv. A registered person opting to obtain separate registration for a place of business shg
submit a separate application Form GST REG ilrespect of such place of business.

v. A persorhaving unit in SEZ/an SEZ developiirhave to make geparate application
for reqgistration as distinct from his place of business located outsidenSEZ same
State/UT. Thus, there may be a case where two units of a tax payer are located in sar

pam
St

d
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State/UT- one in SEZ and another outside SEZ. In that case, separate registratio
have to be obtained for each of the two units as separate places of business.

Example:
1 Meethalal & Sons a supplier in Maharshtra has three branches in Mumbai, Pune and

Mahabaleshwar. Mumbai and Pune branches are engaged in supply of garments and

Mahabaleshwar branch engaged in supply of shoes. Either it can obtain single registrati
forall KNI aKGN} RSOfINAYy3a 2yS 2F GKS oNIyO

DN
KS

branches (Pune and Mahabaleshwar) as APoB or it can obtain separate GST registrafion

for each of the three branches in Mumbai, Pune and Mahabaleshwar as separate plac
of business.

£S

In case Meethalal & Sons opts to have separate registrations for its all three branches ahd

Mumbai branch sends some garments [subject to GST] for sale to Pune branch, Mum
branch must raise a tax invoice and pay tax on such transfer of garments tdoRunch.

1 Suvarna Industries is engaged in manufacturing activities in Uttar Pradesh. It has tw
manufacturing units in UR one in SEZ and another outside SEZ. Under GST, of
registration per State is required. However, since in this case, one of the two units
Suvarna Industries is located in SEZ, SEZ unit will have to compulsorily make a sepa
application for registration as a place of business distinct from unit located outside SEZ
the same State.

c. Voluntary registration [Section 25(3)]

i. A person who is not liable to be registered under section 22 or sectiam&®4get
himself registered voluntarily.

ii. In case of voluntary registratiorall provisions of this Act, as are applicalbbea
registered person, shall apply to voluntarily registered person.

iii. However, once a person obtains voluntary registrativa has to pay tax even though
his aggregate turnover does not exceedO lakh/ 20 lakh/ 10 lakh as the case may
be.

iv. Voluntary registration is usually obtained by the businesefamuring seamless flow
of credit to their customers

d. Distinct Persons/ establishments of distinct persons [Section 25(4) & (5)]

i. A person who has obtained/ is required to obtamore than one registrationwhether
in one State/ Union territory or more than one State/Union territory shallrespect
of each such registratiofe treated as distinct persons

ii. Further, where a person who has obtained or is required to obtain registration in g
State or Union territory in respect of an establishment, haseatablishment in
another_State or_Union territorythen such establishments shall be treated as
establishments of distinct persons

e. PAN must for obtaining registration [Section 25(6) & (7)]

Dali

pf
ate
n
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Permanent Account Number is mandataoybe eligible for grant of registration.
A NonResident Taxable Person (NRTP) may be granted registration on the basis
other prescribed documents.

f. Suomotu registration by the proper officer [Section 25(8) read with rule 16]

Where, pursuant to angurvey, enquiry, inspection, search or any other proceedings

under theAct, theproper officer findshat a person liable to registration under the

Act, hasfailed to apply for such reqistratiosuchofficer mayregister the said person

on a temporary basis and issue an order in prescribed form.

Such person shall either:

1 Submit an application for registration in prescribed form within 90 deys the
date of grant of temporary registration, or

1 Eile an appeahgainst such temporary registration.

In casean appeal is filedf the Appellate Authority upholds the liability to registration

application for registration shall be submittedthin 30 days from the date of issuance

of such order of the Appellate Authority.

g. Unlque Identity Number (UIN) [Section 25(9) & (10) read with rule:17]

Any specialized agency of the United Nations Organizationany Multilateral
Financial institution and organization as notified under the United Nations (Privilege
and Immunities) Act, 194 7consulate or embassy of foreign countriésd any other
person notified by the Commissionds required to obtain dJIN from the GSTN
portal.

This UIN is needed falaiming refund of taxes paid on notified supplies of goods
and/or services received by therand for such other purpose as may be notified.

I. UIN granted is aentralized UIN.e. it shall be applicable to the territory of India.
. A person having UIN i®t registered persomnd thus, is1ot a taxable person.

Theproper officermay, uponsubmission of an applicatian prescribed form oafter
filling up the said fornor after receiving a recommendation from the Ministry of
External Affairs, Government of Indiassign &JIN to the said persoand issue a
certificate infForm GST REG @&hin 3 working day$rom the date of submission of
application

h. Procedure for registration [Section 25 read with rules 8, 9 & 1Btovisions relating to
procedure for application for registration, verification of the application and approval &
issue of registration certificate are contained in thides 8, 9 and 1@espectively.

However, procedure so laid down will not apply to:

a.
. A persorrequired to deduct tax at souragnder section 51

b
C.
d

Nonresident taxable perso(NRTP) Temporary registration

A persorrequired to collect tax at source under section 52

. A person supplying OIDAR servifresn a place outside India to a ngaxable online

recipient referred to in section 14 of IGST Act.
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Procedure for registration
Part I

Every person liable to get registered and person seeking voluntary registration shall,
before applying for registration, declare his Permanent Account Number (PAN), mobile
number, e-mail address, State/UT in Part A of FORM GST REG-01 on GST Common Portal.

§

PAN, mobile number PAN validated online by Mobile number and email
& e-mail address =P ommon Portal from » verified through one time
are validated CBDT database password sent to it.

4

Temporary Reference Number (TRN) is generated and communicated to the applicant
on the validated mobile number and e-mail address.

¥

Using TRN, applicant shall electronically submit application in Part B of application form,
along with specified documents at the Common Portal.

Part B of application contains the details, such as, constitution of business jurisdiction,
option for composition, date of commencement of business, reason to obtain registration,
address of PPoB and nature of activity carried out therein details of APoB, details of
bank accounts, details of authorized signatory, aadhaar authentication, etc.

$

On receipt of such application, an acknowledgement in the prescribed form shall be issued
to the applicant electronically. A Causal Taxable Person (CTP) applying for registration
gets a TRN for making an advance deposit of tax in his electronic cash ledger and an
acknowledgement is issued only after said deposit.

¢

Application shall be forwarded to the Proper Officer.
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Procedure for registration
Part 1I

Proper Officer examines the application and accompanying documents.

YES v

l If same are found in order? ND
Proper officer will grant Proper Officer issues notice electronically
registration certificate in T ' 1

Form GST REG-06 within 7 working days ~ Nhotice may be issued not
from application later than 30 days from
submission date there  application submission date
by seeking clarification, in case where a person

— within 7 working days from
the date of submission of

application without site information or fails to undergo Aadhaar
verification if applicant documents from the authentication/does not
successfully validates his applicant. opt for Aadhaar
aadhaar authentication authentication or PO

> within 30 days of application deems it fit to carry out

after verification of site and site verification I

prescribed documents - in case S

—_—

where applicant fails to If applicant has furnished the clarification
undergo/ does not opt for information or documents within 7 working days
Aadhaar authentication or PO from receipt of notice?

deems it fit to carry out site I yes | __NO

verification, If proper officer is NO

satisfied with it?
\/eSl

Proper officer will grant
registration certificate in

Form GST REG-06 for reasons to be
recorded in writing.

Proper officer may
reject the application

within 7 working days from
the date of receipt of
information/ clarification/
documents

i. Deemed Approval of Applicationtf the proper officer fails to take any actioim the

following casewvithin the stipulated time the application for grant of registration shall

be deemed to have been approved
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In case where registration is to be
granted after physical verification of
the premises of a person

i. who fails to undergo the aadhaar
authentication/does not opt for
aadhaar authentication or

ii. since proper officer deems it fit to
carry out physical verification of places
of business

within a period of 30 days from the
date of submission of the application

In case of a person other than those
covered above

within a period of 7 working days from
the date of
application

submission of the

In cases where proper officer issues
notice seeking clarification, information
or documents from the applicant

within 7 working days from the date of
receipt of clarification, information or
documents furnished by the applicant

Note:
Tax Officer can issu8CN within 7 working day$or grant of registration, in cases of

a.

. AADHAAR AUTHENTICATION [SECTION 25(6A), (6B), (6C) & (6D) READ WITH RULES 8

25]:

successful Aadhar authentication

However, in cases when taxpayelo not opt to provide Aadhaar/when Aadhar
authentication fails/ PO deems it fit to carry out site verificatitve canissue SCN upto

30 days

Persons required to undergéadhaar authentication
a. New applicant

Every
9 Individual applicanor

1 An applicantother than an individual

shall undergoauthentication/furnish proof of possessioof Aadhaar number, in the

manner prescribed inule 8.

Rule 8(4A) provides that where an applicant opts for authentication of Aadhaar numbet

he shall while submitting an application for registrationndergo authentication of

Aadhaar number.

iii. Said authentication ieequired to be eligibldor grant of registration.

. Date ofsubmission of the application such cases shall learlier of:

I the date of authentication of the Aadhaar numhear

1 15 days from thesubmission of the application Part B of Form GST R&G

In case applicant is aindividual he shall undergo authentication dis own Aadhaar

number.
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vi. In case applicant mther than individualthe authentication will be ofadhaar number of
the Karta, Managing Director, whole time Diregteuch number of partners, Members of
Managing Committee of Association, Board of Trustees, authorised representativg
authorised signatory and such other notified class of persons

b. Persons already registerecEvery registered person shall undergo authentication/furnish
proof of possession of Aadhaar number, in prescribed form and mannemdtheh the
prescribed time
New rule 10B prescribes the manner in whigkdhaar authentication needs to be done by a
registered person.

U RULE 10B:
1. A registered person, who has been issued a certificate of registration under GST, shall
undergo authentication of the Aadhaar number-of:
Proprietor, in the case of proprietorship firm,
Any partner in the case of partnership firm,
Kartg in the case of a Hindu undivided family,
Managing directoor any wholetime director, in the case of a company,
Any of the Members of the Managing Commitiglean Association of persons or body
of individuals or a Society, or
1 Trusteein the Board of Trustees, in the case of a Trust;
and of theAuthorized Signatory
2. Aadhar authentication is requirad order to be eligible for the following purposes:
a. for filing ofapplication for revocation of cancellation of registratidtule 23]
b. for filing ofrefund application in Form RHIL [Rule 89
c. forrefund of the IGST paid on goods exported out of Ifidide 96]

= =4 4 4 A

2. Where Aadhaar number is not assigned
a. In case of new applicanif anAadhaar number is not assignemla new applicant, either
i. an individual or
ii. person/class of persons (other than individual),
such individual/person/class of persons shall difered alternate and viable means of
identificationin the manner specified in rule 9
b. In case of an already registered persons
I. If anAadhaar number is not assignemlan existing registered person, such person shall
be offered alternate and viable means of identificationthe prescribed manner.
ii. In case offailure to undergo Aadhaar authentication/furnish proof of possession of
Aadhaar number/furnish alternate and viable means of identificgtregistration allotted
to such person shall bdeemed to be invalichnd the other provisions of this Act shall
apply as if such person does not have a registration.
c. Alternative and viable means of identification:
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If Aadhaar number has not been assigned to the person required to undergq

authentication of the Aadhaar number, such person shall furnish the following|

identification documents, namely:
1 his/ her Aadhaar Enrolment ID slip; and
1
Bank passbook with photograph; or
Voter identity card issued by the Election Commission of India; or
Passport; or
U Driving license issued by the Licensing Authority
However, once Aadhaar number is allotted to such person, he shall undergo th
authentication of Aadhaar number within a period of 30 days of the allotment of the
Aadhaar number.

cC:

3. Persons/class of persons exempt froAadhaar authentication Section 25(6D) stipulates that
above provisions shall not apply to such person or class of persons or any State or Union territ
or part thereof, as may be notified. Following persons have been notified in this regard:

~® o0 oy

A person who is not a citizen of India

Department or establishment of State Government or Central Government
Local authority

Statutory body

Public Sector Undertaking

A person applying for Unique Identity Number under section R5(9

4. How Aadhaar authentication is done?
a. New registrants

While filing the application for registration, thepplicant gets an optioas to whether he
wants to opt for Aadhaar authentication or not.

If he optsfor Aadhaar authentication, GST system setalghentication link"on the
mobile _numbers and email id§mentioned in the registration application) of
promotor/partner, and primary authorized signatory which are selected by the applicant.
On clicking the verification linka window for Aadhaar authentication will open where
they have toenter the Aadhaar Number and the OTéteived by them on the mobile
number and email id linked with Aadhaar.

. Once Aadhaar authentication has besuoccessfully validatedhis application will be

deemed to be approved within 7 working dasd the registration application submitted
by him will not be marked for mandatory site vigiless the tax official raises a show
cause notice within stipulated time.

However, in case th@ew registrant does not opt for Aadhaar authenticatiarmile
applying for registration owhere his Aadhar authentication fails in validatioegistration
applicationwill not be deemed approved within 7 working daysd it will bemarked for
mandatory site visiand approval thereafter, by the tax official.

11%
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VI. FURNISHING OF BANK ACCOUNT DETAILS [RULE 10A|]
1.

VII.PHYSICAL VERIFICATION OF BUSINESS PREMISES IN CERTAIN CASES [RULE 25]
1.

VIII.

registration has been approved,
1.

While filing the application for registration on GST poritalPart B of the application forma
person is required téurnish the details of his bank account

Rule 10Aelaxes this requirement to a limited extent

In pursuance to the same, the registered person is allowed to furnish information with respeq
to details of bank account, or any other information, as may be required on the commot
portal in order to comply with any other provision, soon after obtainirggtificate of
registration and a GSTIN, bubt later than

a. 45 days from the date of grant of registration

b. the due date of furnishing return

whichever is earlier

However, this relaxation isot availablefor those who have beegranted registration as TDS
deductor/ TCS collector under rule @Pwho have obtained sumotu registrationunder rule
16.

They aremandatorily required to furnish the bank accoumétails at the time of filing the
application for registration.

Where the proper officer is satisfied that the physical verification of the place of business ¢
a person is required

a. due to failure of Aadhaar authenticatiar

b. due to not opting for Aadhaar authenticatidiefore the grant of registration, or

c. due to any other reasoafter the grant of registration,

he may get such verification of the place of busings#)e presence of the said persaione.
The verification _reportalong with the other documentsncluding photographsshall be
uploaded in prescribed form on the common portaithin a period of 15 working days
following the date of such verification.

ISSUANCE OF REGISTRATION CERTIFICATE [RWh&rd@he application for grant of

Acertificate of registratiorjduly signed or verified through EVC by the proper officer] in Form
GST REG6

showing thePPoB and APdB made available to the applicant on the Common Portal and

A Goods and Services Tax ldentification Nur(bereinafter referred to ast D { ¢) Lebtke
GST registration no. is communicated to applicant,

within 3 daysafter the grant of registration.

GSTIN format

State Code PAN Entity Check sum
Code character

Every registered person shdikplay his reqistration certificaie a prominent location at his
PPoB and at every APoB. Further, BBTIN also has to be displayed on the name board
exhibited at the entry of his PPoB and at every APoB [Rule 18]
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IX. EFFECTIVE DATE OF REGISTRATION [RULE 10]

Where an applicansubmits application for Effective date of registration is
registration

within 30 days from the date he becom(the date on which he becomes liable

liable to registration registration
after 30 days from the date he becomes lial after 30 days from the date he becomes lia
to registration to registration

Example:

1 Sugam Services Ltd. is engaged in taxable supply of services in Madhya Pradesh. The turnoyer of

A N v oA A v oA

{dzAlIY {SNBAOSaE [GUR® SEOSSRSR Hregistérdd (oK 1st2 V]
December [30 days] in the State of Madhya Pradesh. It applies for registration on 28th Noveml
and is granted registration certificate on 5th December. The effective date of registration (
Sugam Services Ltd. is 1st November.

In above example, if Sugam Services Ltd. applies for registration on 3rd December and is gra

registration certificate on 10th December. The effective date of registration of Sugam Services I

is 10th December.

. SPECIAL PROVISIONS FOR GRANREGISTRATION IN CASE OF-REBDENT TAXABLE

M
per
f

ted

PERSON (NRTP) AND CASUAL TAXABLE PERSON (CTP) [SECTIONS 25 & 27 READ WITH RU

& 15]

1. Both CTP and NRTP have to compulsorily get registered under GST irrespective of
threshold limit,at least 5 days prior to commencement of business.

2. As per section 25(6), every person must have a PAN to be eligible for registration. Since N
will generally not have a PAN of India, he may be granted registration obatie of other
prescribed documents.

3. Thus, a NRTP has to subnstdi-attested copy of his valid passp@atong with theapplication
signed by his authorized signatamno is an Indian Resident having valid PAN.

4. However, in case of &usiness entity incorporated or established outside Indiae
application for registration shall be submitted along with tiégx_identification number or
unique number on the basis of which the entity is identifieg the Government of that
country or its PAN, if available.

5. Form to be submitted:

CTP Form GST REG 01

NRTP Different prescribed form [FORM GST REG

6. Period of validity of registration certificate granted to CTP/NRTP
Registration Certificate granted to CTP/NRTP will be valid for:
a. Period specified in the registration applicaticr

the

RTP
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b. 90 days from theeffective date of reqistratiofican be extended further by a period not

exceeding 90 days by making an application before the end of the validity of registratio
granted to him]
whichever iarlier.

7. Advance deposit of tax

a. Atthe time of submitting the registration application, CTP/NRTP are required to make an

advance deposit of tax in an amount equivalent to the estimated tax lialmfityuch

person for the period for which the registration is sought.

b. Further, CTP/NRTP will geTamporary Reference Number (TRdI)making an advance
deposit of tax which shall be credited to his electronic cash ledger.

c. Anacknowledgementf receipt of application for registratiors issued only after said
deposit

d. Where extension of time is soughCTP/NRTP widleposit an additional amount of tax
equivalentto the estimated tax liability of such person for the period for which the
extension is sought.

XI. DEEMED REGISTRATION [SEC 26]:
1. Registration under GST is not tax specific, which means that thgiregie reqistration for all
the taxesi.e. CGST, SGST/UTGST, IGST and cesses.
2. Grant of registration/UIN under any SGST Act/ UTGST éetised to be registration/UIN
granted under CGST Agtovided application for registration has not been rejected under

CGST Act.
3. Further,rejectionof application for registration/UIN und&8GST Act/UTGST Act is deemed to
be rejection of application for registration under CGST Act

XIILAMENDMENT OF REGISTRATION [SECTION 28]
1. There are two categories dketails in registration application
a. Core fields

iii.
b. Non-Core Fields:
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Core fieldarename of the businesglegal name) if there is no change in Paditition

[ deletion of stakeholdersprincipal place of businegsther than change in State) or
additional place of businegsther than change in State).

In case the change is in core information in the registration applicati@taxable
person will apply for amendment within 15 dayfsthe event necessitating the change.
The proper officer, then, widpprove the amendment within next 15 days

All other fields are norcore fieldslike name ofday-to-day functionaries, email ids,
mobile numbers, etc

Forchanges imon-core informationno approval of the proper officer is requireand
the amendment can be affected by the taxable person on his own on the commoi
portal.

-
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Procedure for amendment

Registered person/ UIN holder
]

L J

Non core areas Core areas
i l
Amendment carried out on GST Submission of application within 15 days of
Common Portal change at GST Common Portal

)

Is PO of the opinion that amendment
unwarranted/ documents furnished
are incomplete/ incorrect?

No | Yes
Permission fo be
granted within within 15 [working days
next 15 days of receipt|of application

A 4
PO will serve an SCN why application for
amendment should not be rejected?

A\ 4
Registration certificate &——f l

amended — If registered person replies to the
notice within 7 working days?

Yes Yes | No
v

If reply satisfactory?

No
within 7
working days of

receipt of reply
N

Application for
amendment shall

be rejected.

If the proper officer fails to take any actipn

a. within a period of 15 working daysom the date of submission of the application, or

b. within a period of 7 working daysom the date of the receipt of the reply to the show cause
notice, the certificate of registration shall stand amended to the extent applied for and the
amended certificate shall be made available to the registered person on the common portal.

Example:Varun Enterprises, a sole proprietorship firm, is engaged in supply of electrical goods
Delhi. The firm is registered under GST. Varun is the proprietor of the firm. He wishes to expang
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business and his friengArun- approaches him to provide additional capital for his business if he ig
YIRS
form a partnership firng Varun Arun & Co. Since thiange in constitution of business from sole
proprietorship firm to partnership firm results in change in PAN of the registered person, th
partnership firm has to apply for fresh registration. The reason for the same is that GSTIN is H
based. Any changa PAN would warrant a new registration.

XII.

1.

CANCELLATION OF REGISTARTION [SEC 29]:
Circumstances when the registration can be canceli&ther suomotu by proper officer or
on an application of the reqistered person or his legal hejirs case death of such person)

LI NIYSNI AY +I NHzyQa o0dzaAySaad £ NHzy |

[Sec 29(1)]
a.
b.

A person to whom a UIN has been granted under rule 17 cannot apply for cancellation of
registration.

Circumstances when the proper officer can cancel registration on his §8et 29(2)]:
In the following cases, registration can be cancelled by the proper officer from such datg
including any retrospective date, as he may deem fit:
a.

Business discontinued

Transferred fully for any reason including

i. Death of the proprietor

ii. Amalgamated with other legal entity

iii. Demerged or

iv. Otherwise disposed of

Change in the constitution of the business

Taxable person who is no longer liable to be registered under section 22 or section 24
who intends to optout of the voluntary registration.

Prescribed contraventions which make a registered person liable to cancellation of

registration [Rule 21]The registered person

a) Does not conduct any businef®m the declared place of business, or

b) Issues invoice/bill without supply of goods/servidgasviolation of the provisions of
this Act, or the rules made thereunder.

c) Violates the provisions of section 173ection 171 contains provisioredating to ant
profeetering measuréwill be discussed at CA FINAL).

d) Violates the provision of rule 10@iscussed earlier in this chapter).

e) Avails input tax credit in violation of the provisions of sectiorofiéhe CGST Act or
the rules made thereunder; or

f) FEurnishes the details of outward supplies in Form GBuiRder section 37 for one or
more tax periodsvhich is in excess of the outward supplies declared by him in his valig
return under section 39 for the said tax periods; or

g) Violates the provision of rule 86B

N

AN

14
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h) being a registered person required to file return under section IEIIR3B)for
each month or part thereof (i.e. monthly return filer), has not furnished returns for a
continuous period of 6 months

i) being a registered person required to file return under proviso to section GSEIMR
3B under QRMP schemi@y each quarter or part thereof (i.e. quarterly return filer),
has not furnished returns for @ntinuous period of 2 tax periods.

b. A person paying tax under section 10 (Composition Scheme) has not furnigtesceturn
for a financial year beyond 3 months from the due date of furnishing the said return

c. Any registered person, other than a person specified in clause (b), has not furnished
returns for such continuous tax period as may be prescribed

d. Voluntarily registered person has natommenced the business within 6 monthifsom
the date of registration

e. Registration was obtained by means d&faud, wilful misstatement or suppression of
facts.

4. Procedure for cancellation of registration
a. Voluntary cancellation by registered persdRULE 20]

i. Aregistered person seeking cancellation of registration gedkronically submit the
application for cancellation of registration in prescribed formithin 30 daysof
occurrence of the event warranting cancellation.

ii. He isrequired to furnishin the application the details of
9 inputs held in stockr
1 inputs contained in serinished/finished goodseld in stock and
1 inputs of capital good$eld in stock on the date from which cancellation of

registration is sought,
1 liability thereon
1 details of the paymentif any, made against such liability and
1 may furnishrelevant documentshereof

iii. Where a person who has submitted an application for cancellation of his registratior
is no longer liable to be registerggroper officer shall issue the order of cancellation
of registration within 30 days from the date of submission of applicatifor
cancellation

b. Sucmotu cancellation by the DepartmenRULE 22]

i. Where the proper officer cancels the registration smotu, he shall not cancel the
samewithout giving a show cause notie@d without giving #aeasonable opportunity
of being heardto the registered person.

ii. The reply to such show cause notice (SCN) has to be submuitted 7 days of service
of notice.
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iii. If reply to SCN isatisfactory proper officershall drop the proceedingsnd pass an
order in prescribed form.

iv. However, where the persoinstead of replying to the SCN senedfailure to furnish
returns for a continuous period of 6 months (3 months in case of composition schem
supplier)furnishes all the pending returns and makes full payment of the tax dueg
along with applicable interest and late fee¢he proper officer shalldrop the
proceedingsand pass an order.

v. Where registration of a person is liable to be cancelled, proper officer shall issue th
order of cancellation of registratiowithin 30 days from the date of reply to SCN

1%

D

c. Effective date of cancellationThe cancellation of registration shall be effective from a
date to bedetermined by the proper officeand mentioned in the cancellation order. He
will direct the taxable person tpay arrears of any tax, interest or penaibcluding the
amount liable to be paid under section 29(5).

d. Intimation of Cancellation:Once registration is cancelled by the tax authority, the
taxpayer will bentimated about the same via sms and ema@itder for cancellation of
registration will be issued and intimated to the primary authorized signatory by email ang
sms.

e. Taxpayer wouldhot be allowed by the Common portal to file retufor the periodafter
date of cancellatioomentioned in the cancellation order. Howevee can submit returns
of the earlier period(i.e. for the period before date of cancellation mentioned in the
cancellation order for which registration was active).

5. Liability to pay taxes [Sec 29(3)The cancellation of registration under this sectaimall not
affect the liability of the person to pay tand other dues under this Act or to discharge any
obligation under this Act or the rules made thereunder for any period prior to the date of
cancellation whether or not such tax and other dues are determined before or after the datg
of cancellation.
ExampleThe proper officer cancelled the registration of Naman Associates on 11th Octobdr.
The tax dues of Naman Associates for-3dgtember quarter (determined by the proper
officer on 16th December) are50,000. The cancellation of registration of Naman Associates
shall have no effect on his liability of tax dues d0,000 even though the tax dues are
determined after the cancellation of registration.

1

-

6. Deemed Cancellation [Sec 29(4)he cancellation of registration under the State Goods and
Services Tax Act or the Union Territory Goods and Services Tax Act, as the case may be,|shall
be deemed to be a cancellation of registration under this Act

7. Amount payable on cancellation of registration [Section 29(5) & (6)]
a. Aregistered person whose registration is cancelled will have to debit the electronic cred
or cash ledger by an amount equivalent to:
i. Input tax credit (ITAp respect of:
| stock ofinputsand inputs contained inserfi A YA 8 KSRKFAYAAKSR | 3¢

—
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9 capital goods or plant and machinesy the day immediately preceding the date
of cancellation, or
ii. The output tax payablen such goods
whichever ishigher.

b. However, in case of capital goods or plant and machinery, the taxable person shall pay
amount equal to the
I. input tax credit takeron the said capital goods or plant and machineeduced by
such percentage pointss may be prescribed or
ii. thetax on the transaction value afuch capital goodsr plant and machinery under
section 15,
whichever ishigher.

c. The manner of determination of amount of credit to be reversed is prescribed under
RULE4: The amount of credit to be reversed in respect of inputs, Capialds/Plant
and Machinery shall be computed as per Rule 44 as follows:

a. Amount of credit to be reversed in respect of INPUTISC on inputs computed
proportionately on the basis of corresponding invoieces which credit had been
availed on such inputs.

Note: If tax invoices are not availabl¢he ITC to be reversed will be based on the
prevailing market price (MR)f such goods on the date of cancellation.

b. Amount of credit to be reversed in respect of CAPITAL GOODS OR PLANT
MACHINERMTC involved in the remaining useful life in months of the capital goods
computed onpro-rata basis, taking the useful life as 5 years
Example:

Capital goods have been in use for 4 years, 6 month and 15 days.

The useful remaining life in months = 5 months ignoring a part of the month.
ITC taken on such capital goods = C

ITC attributable to remaining useful life = C x 5/60

8. Suspension of registratiofRule 21A4:

(1) Where registered person has applied for cancellation of registrativvhere a registered
person has applied for cancellation of registration, the registration shall be deemed to b
suspended from:

i. the date ofsubmission of the applicatioor
il. the date from which the cancellatiols sought,
whichever is laterpending the completion of proceedings for cancellation of registration.

(2) Where cancellation of the registration has been initiated by the Department on its own
motion: Where the proper officer hasgasons to believéhat the registration of a person
is liable to be cancelled, he may suspend the registration of such pestioeffect from
a_date to be determined by himpending the completion of the proceedings for
cancellation of registration.
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(2A) Where, a comparison of the returns furnished by a registered person under section 3
with:
1 the details of outward suppliefurnished in Form GSTR or
1 the details of inward supplies derived based on the details of outward supplies

furnished by his suppliers in their Form G4TR

or such other analysis, as may be carried out onrdgmmmendations of the Coungil
show that
U there aresignificant differences or anomalies

U indicating contravention of the provisions of the CGST Act or the rules madg¢

thereunder,

leading to cancellation of registration of the said person,

hisreqistration shall be suspended

Said person shall be intimated in prescribed formsbgding a communication to his

e-mail addresgrovided at the time of registration or as amended from time to time.
U In this intimation for suspension and notice for cancellation of registration, the said

differences and anomalies are highlightadd said person igsked to explain, within

a period of 30 daysas to why his registration shall not be cancelled.

(3) A registered person, whose registration has been suspended as above:
a. shall not make any taxable supplyring the period of suspension and
b. shall not be required to furnish any returmder section 39.
Explanation:For the purposes of thissedizf S G KS SELINBaaAz2y &
adzLJLX e¢  akKlFf€ YSFy ( KHallnotligsue a Nk thikoiwand NI
I O02NRAy3Ifes y2i OKINBS GFE 2y adzLdL)d A S

(3A) A registered person, whose registration has been suspended undewgi2) or sub
rule (2A),shall not be granted any refund under section, Suring the period of
suspension of his registration.

(4) The suspension of registratiamder subrule (1) or sukrule (2) or sukrule (2A¥hall be
deemed to be revokedipon completion of the cancellation proceedings by the proper
officer under rule 22 Such revocation shall beffective from the date on which the
suspension had come into effect

Provided thatThe suspension of registration may be revoked by the proper officer,
anytime during the pendency of the proceedings for cancellation, if he deems fit.

Provided further that where the registration has been suspended under sule (2A)

for contravention of the provisions contained in clause (b) or clause (c) of-settion

(2) of section 29 and the registration has not already been cancelled by the prope
officer under rule 22, the suspension of registration shall be deemed to be revoked upon
furnishing of all the pending returns

174

A qx
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XIV.

(5) Where any order having the effect of revocation of suspension of registration has bee
passed.the provisions of section 31(3)(a) [revised tax invoices] and section 40 [first
return] in respect of the supplies made during the period of suspension and the procedur
specified therein shall apply.

REVOCATION OF CANCELLATION OF REGISTRATION [SECTION 30 READ WITH RUL
Sec 30(1)Subject to such conditions as may be prescribed, any registered pevbase
reqistration is cancelled by the proper officer on his own maqtimay subject to provisions

of rule 10B may apply to such officer for revocation of cancellation of the registration in the
prescribed mannewithin thirty days from the date of service of the cancellation order.

Provided that such period magn sufficient cause being showmand for reasons to be

recorded in writing, be extended,

a. By the Additional Commissioner or the Joint Commissiorees the case may be, for a
period not exceeding thirty days

b. By the Commissionerfor afurther period not exceeding thirty dayseyond the period
specified in clause (a).

Sec 30(2):

1 If the proper officer is satisfied thathere are sufficient groundgor revocation of
cancellation, he may revoke the cancellation of registratipnan order within 30 days of
receipt of applicatiorand communicate the same to applicant.

1 Otherwise, he mayeject the revocation application.

1 However, before rejecting the applicatione has to first issue SCN to the applicahio
shall furnish the clarification within 7 working days of service of. SCN

1 The proper officer shatlispose the application (accept/reject the same) within 30 days of
receipt of clarification.

Sec 30(3)The revocation of cancellation of registration under the State Goods and Service
Tax Act or the Union Territory Goods and Services Tax Act, as the case rshgllbbe
deemed to be a revocation of cancellation of registration under this Act

Where registration was cancelled for failure of registered person to furnish returns

a. Where registration was cancelled for failure of registered person to furnish returns
before applying for revocation, theerson has to make good the defayli®. the person
needs to file such returns and pay any amount due as tax along with any amount payaQ
towards interest, penalty and late fee in respect of the said returns

b. Where the registration has been cancelled with effect from the date of order of
cancellation of registration
1 Where the registration is cancelled with effect from the date of order of cancellation
of registration, person applying for revocation of cancellationtbdsrnish all returns
due till the date of such cancellation before the application for revocation can be fileg

U
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and has to pay any amount due as tax, in terms of such returns along with any amou
payable towards interest, penalties or late fee payable in respect of the said returns.

1 All returns due for the periodrom the date of order of cancellation till the date of
order of revocation of cancellation of registratibave to be furnisheaithin a period
of 30 days from the date of the order of revocation

Where the registration has been cancelled with effect from date of order
of cancellation of registration

AR

Y“‘t&&i@o

C
N

/ 0\&«‘—"5

Date from which Date of order of Date of order of
returns not cancellation of revocation cancellation
furnished registration of registration
| 1 I
| ~L | J’ |
Returns for this period Returns for this period are to
are to be filed before be filed within 30 days of the
applying for revocation order of revocation of
of cancellation cancellation

c. Where the registration has been cancelled withtrospective effect

1 Where the registration has been cancelled with retrospective efied,not possible
to furnish the returnsbefore filing the application for revocation of cancellation of
registration.

1 Inthat case, the application for revocation of cancellation of registration is allowed tg
be filed, subject to the condition thaall returns relating to the period from the
effective _date of cancellation of registration till the date of order of revocation of
cancellation of registratiorshall be filedwithin a period of 30 days from the date of
order of such revocation of cancellation of registration
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Where the registration has been cancelled with retrospective effect

e

- \‘wa‘\ ‘\0
A\

&L O

SNty
AR
/ o
Date from which Date of order of Date of order of
returns not cancellation of revocation cancellation
furnished registration of registration

i 1

' 1 |

Returns for this period are to be filed within 30 days of
the order of revocation of cancellation

5. UIN Holders (i.e. UN Bodies, Embassies and Other Notified Persons), GST Praitiooter
apply for revocation of cancelled registration.

6. In case the registration ncelled on the request of the taxpayer or his legal,fwiecannot
apply for revocation of cancelled registration
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QUESTIONS

1. Examine, with reason, whether registration is required, under CGST Act, in the following
independent cases:
) Aadhav Computers of Gujarat is providing computer maintenance service. Aggregate
GdzNYy 2 OSNJ 2F | | RKF @ [/ 2YLlzi SNBR AState andinpa f |
State supply.

(i) Soft Wings of West Bengal, exclusively trading in garments, supplies its taxable goods if

various States of India from its outlet in West Bengal. Aggregate turnover of Soft Wings
A a op tlF1KO®
Answer:
(1) Registration is compulsory for suppliers engaged in iState supply. However, as per
Notification No. 10/2017 IT dated 13.10.2017, threshold exemption2f¥ lakh [ 10 lakh in

1 K

case of Special Category States of Mizoram, Tripura, Manipur and Nagaland] is availablg in

case of intefState supply of taxable services. Therefore, Aadhav Computers (aggrega
turnover 15 lakh) is not required to obtain registration even though it is engaged in-inter
State supply of taxable services.

(i) The threshold limit for registration in the State of West Bengal for the persons engagep

exclusively in supply of goods, i40 lakh. However, registration is compulsory if the supplier

is engaged inteBtate supply of goods irrespective of the quantum of aggregate turnover. The

threshold exemption is not available in case of iABtate supply of taxable goods. Thus, Soft
Wings is required to obtain registration.

2. Examine whether the liability to register compulsorily under section 24 arises in each of the
independent cases mentioned below:
(1) Meenu, a supplier in Maharashtra, is exclusively engaged in supply of potatoes produced
out of cultivation of her own land, within Maharashtra and also outside Maharashtra.
(2) Jinu Oils, Guijarat, is engaged in supplying machine oil as well as petrol. Further, it provide
ASNIAOSaAa 2F NBFAYAY3I 2F 2Af (G2 OdzAaAG2YSNAO®
adzLJLX @ 2F LISUNRE A& pakhl { K FYyR &adzLJJ e 27
(3) Tilu is working as an agent, he is supplying taxable goods as an agent of Tiku (who

NEIAAGSNBR GFEIFIofS LISNER2YO FyR Ada F3aNB3}

financial year.
Answer:
(1) Section 24 provides that persons making any iSt@te taxable supply of goods are required to

obtain registration compulsorily under GST laws irrespective of the quantum of aggregate turnovgr.

However, as per section 23, an agriculturist, to the akt@f supply of produce out of cultivation of
land, is not liable to registration. Meenu is exclusively engaged in cultivation and supply of potatog
Thus, she is not liable to registration irrespective of the fact that she is engaged in makirstater

supply of goods. Further, Meenu will not be liable to registration, in the given case, even if h¢

turnover exceeds the threshold limit.
(2) Section 24 specifies the categories of persons who are required to be mandatorily register
under GST irrespective of the quantum of their aggregate turnover. In the given case, Jinu Oils d

e

v)

=
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not fall in any of the specified categories. Therefore, it is not required to obtain registratior
compulsorily under GST. However, as per section 22 read with Notification No. 10/2019 CT da
07.03.2019, a supplier is liable to be registered in the Statedn territory from where he makes a
taxable supply of goods and/or services, if his aggregate turnover in a financial year exceeds
threshold limit. The threshold limit for a person making supply of both goods and servicH3 liskh

for the Statesof Mizoram, Tripura, Manipur and Nagaland an#80 lakh for the rest of India. Thus,
the applicable threshold limit for the State of Gujarat i20 lakh for supply of both goods and

ed

he

services. Further, aggregate turnover includes exempted turnover of goods or services. Accordingly,

Jinu Oils is liable obtain registration since its aggregate turnoved [lakh (including turnover of
exempt supply of petrol)] exceeds the threshold limit &0 lakh.
(3) Section 24 provides that persons who make taxable supply of goods and/or services on behal

other taxable persons whether as an agent or otherwise are required to obtain registratiof

compulsorily under GST laws irrespective of the quantum of agtgeéganover. Therefore, Tilu will
be mandatorily required to obtain registration.

3. Determine the effective date of registration under CGST Act in respect of the following cases
with proper explanation:

() ¢KS FF3ANBIFGS GdzZNYy2BSNI 2F = NHzy Ly Rdzadil
August. Varun Industries manufactures LED TVs in Mumbai and sells them in Pune.
submits the application for registration on 20th August. Registration certificate granted
on 25th August.

(i) Sweta InfoTech Services is the provider of internet services in Pune. Its aggregaté
GdzNy 2 3SNJ SEOSSR& Hn fF1K 2y wupliK {
registration on 27th October. Registration certificate is granted on 5th November.

Answer:

As per section 22 read with Notification No. 10/2019 CT dated 07.03.2019, a supplier is liable to
registered in the State/Union territory from where he makes a taxable supply of goods and/o
services, if his aggregate turnover in a financial year exxéezlthreshold limit. The threshold limit
for a person making exclusive int&tate taxable supplies of goods is as under:

(@) 10 lakh for the States of Mizoram, Tripura, Manipur and Nagaland.

(b) 20 lakh for the States of States of Arunachal Pradesh, Meghalaya, Puducherry, Sikkim, Telang
and Uttarakhand.

(c) 40 lakh for rest of India. However, the higher threshold limit @O lakh is not available to
persons engaged in making supplies of ice cream and other edible ice, whether or not containi
cocoa, Pan masala and Tobacco and manufactured tobacco substitutes.

The threshold limit for a person making exclusive taxable supply of services or supply of both goq
and services is as under:

(&) 10 lakh for the States of Mizoram, Tripura, Manipur and Nagaland.
(b) 20 lakh for the rest of India.

As per rule 10, where a person submits the application for registration within 30 days of becomir
liable for registration, the effective date of registration is the date on which the person become

f of

S LJ

be
1

ana

ds

g

vJ

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024 150




liable to registration; otherwise it is the date of grant of registration. In the light of the above

provisions, in the given cases, the applicable turnover limit for registration wildfelakh and 20

lakh respectively in case (i) and (ii).

(1) Since Varun Industries applied for registration within 30 days of becoming liable t
registration, the effective date of registration is 1st August.

A4

(i) Since Sweta InfoTech Services applied for registration after the expiry of 30 days from the

date of becoming liable to registration, the effective date of registration is 5th November.

4. Determine the effective date of registration in following cases:
(@) The aggregate turnover of Dhampur Footwear Industries of Delhi has exceeded the

I LILJX AOFo6fS GKNBRakKz2tR fAYALG 27F nn tFL1{K Yy

registration on 20th September. Registration certificate is granted to it on 25&p@®mber.
600 aSKil ¢SftSaSNPAOSa A& |y FNOKAGSOG Ay
25th October. It submits the application for registration on 27th November. Registration
certificate is granted to it on 5th December.

Answer:

(a) Every supplier becomes liable to registration if his turnover exceeds the applicable threshold lin

[ 40 lakhin this case] in a finacial year [Section 22 read with Notification No. 10/2019 CT datgd

07.03.2019]. Since in the given case, the turnover of Dhampur Industries exced@ddkh on
1st September, it becomes liable to registration on said date.

Further, since the application for registration has been submitted within 30 days from such datg
the registration shall be effective from the date on which the person becomes liable tg
registration [Section 25 read with rule 10]. Therefore, the effectie¢e of registration is 1st
September.

174

[ d

it

(b) Since in the given case, the turnover of Mehta Teleservices exceeds the applicable threshold limit

[ 20 lakh] on 25th October, it becomes liable to registration on said date. Further, since the

application for registration has been submitted after 30 days from the date such person becomg
liable to registration, the registration shall be effective frohetdate of grant of registration.
Therefore, the effective date of registration is 5th December

5. In order to be eligible for grant of registration, a person must have a Permanent Account
Number issued under the Incomeax Act, 1961. State one exception to it.

Answer: A Permanent Account Number is mandatory to be eligible for grant of registration. On¢

exception to this is a neresident taxable person. A naesident taxable person may be granted

registration on the basis of other prescribed documents instead of PAN. He has to submit a s¢

174

attested copy of his valid passport along with the application signed by his authorized signatory who

is an Indian Resia¢ having valid PAN and application will be submitted in a different prescribed form
[Section 25(6) & (7)].

6. State which of the following suppliers are liable to be registered:
(a) Agent supplying taxable goods on behalf of some other taxable person and its aggregats
turnover does not exceed the applicable threshold limit during the financial year.
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(b) An agriculturist who is only engaged in supply of produce out of cultivation of land and its
aggregate turnover exceeds the applicable threshold limit during the financial year.
Answer:

(a) Section 22 stipulates that every supplier becomes liable to registration if his turnover excee(
the applicable threshold limit in a financial year. However, as per section 24, a person maki
taxable supply of goods/services or both on behalf of othealde persons whether as an
agent or not is liable to be compulsorily registered even if its aggregate turnover does ng
exceed the applicable threshold limit during the financial year.

(b) As per section 23, an agriculturist who is only engaged in supply of produce out of cultivatiq
of land is not required to obtaimegistration even if his turnover exceeded the applicable
threshold limit for registration.

7. Pure QOils, Delhi has supplied machine oil and higeed diesel in the month of April as per the
details given in table below. Pure Oils is not yet registered.
) Supply of machine oil in Delki15,00,000
(i) Supply of high speed diesel in DeHil0,00,000
(i) Supply of machine oil made in Punjab by Pure Oils from its branch located in Punjab
10,00,000
All the figures above are excluding GST Determine whether Pure Oils is liable for registration.
Answer:
The aggregate turnover of Pure Oils for the month of April is computed as under:

S. No. Particulars lY2dzyi
(i) |Supply of machine oils in Delhi 15,00,000
(i)  |Add:Supply of higkspeed diesel in Delhi 10,00,000

(i) |Add: Supply of machine oil made by Pure Oils from its bra 10.00.000
located in Punjab
Aggregate Turnover 35,00,000
Pure Oils is making exclusive supply of goods and hence the threshold limit for registration would

40,00,000. Since the aggregate turnover does not exce#@ 00,000, Pure QOils is not liable to be
registered.

8. What will be your answer if in question 8 above, in S.No. (ii), Pure Oils supplies the high speeq
diesel in Delhi in the capacity of an agent of Mixed Oils Ltd.?

Answer:

In case Pure Oils makes the supply in capacity of an agent of Mixed Oils Ltd:

IS

n

be

Section 24 provides that an agent who is engaged in making taxable supplying of goods on behalf of

other taxable persons, shall be liable to obtain registration irrespective of the threshold turnove
limit. However, in the present case, if Pure Oils supdi speed diesel on behalf of Mixed Oil Ltd.
in Delhi as its agent, it shall still not be liable to obtain registration in Delhi since section 24 com
into play only when agent is making taxable supply of goods on behalf of principal whereas in t
given case, Pure Oils is supplying flamable goods on behalf of Mixed Oils Ltd.

9. Examine whether the supplier of goods is liable to get registered in the following independent
cases:

:

£S
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0] Raghav of Assam is exclusively engaged in k8tate taxable supply of readymade
I NYSyiGad |1 Aad GdzNYy2OSNI AYy (GKS OdaNNByid FAy
flI1K®d IS KFa FTY20KSNJ aK2gNR2Y Ay ¢ N LJdzN

(i) Pulkit of Panjim, Goa is exclusively engaged in in8tate taxable supply of shoes. His
F3INBILGS GdzNY 2SN AYy (GKS OdzNNByld TFAYIlFYOA

(i) Harshit of Himachal Pradesh is exclusively engaged in wstate supply of pan masala.
| Aa 3ANBIFGS GdzNYy2OSNI Ay GKS OdzZNNByid HAy

==

Answer:

As per section 22 read with Notification No. 10/2019 CT dated 07.03.2019, a supplier is liable to |be

registered in the State/Union territory from where he makes a taxable supply of goods and/oy

services, If his aggregate turnover in a financial year exxéezlthreshold limit. The threshold limit
for a person making exclusive int&tate taxable supplies of goods is as under:

(&) 10 lakh for the Special Category States of Mizoram, Tripura, Manipur and Nagaland.

(b) 20 lakh for the States, namely, States of Arunachal Pradesh, Meghalaya, Puducherry, SikKi

Telangana and Uttarakhand.

(c) 40 lakh for rest of India except persons engaged in making supplies of ice cream and other ediple

ice, whether or not containing cocoa, Pan masala and Tobacco and manufactured tobacfco

substitutes.

In the light of the aforementioned provisions, the answer to the independent cases is as under:

(1) Raghav is eligible for higher threshold limit of turnover for registration, 4 lakh as he is
exclusively engaged in int@tate supply of goods. However, since Raghav is engaged i
supplying readymade garments from a Special Category State i.e. Tripura, the threshold lirhit
gets reduced to 10 lakh. Thus, Raghav is liable to get registered under GST as his turnoer
exceeds 10 lakh. Further, he is required to obtain registration in both Assam and Tripura ;Is
he is making taxable supplies from both tBmtes.

(i) The applicable threshold limit for registration for Pulkit in the given caselislakh as he is
exclusively engaged in int$tate taxable supply of goods in Goa. Thus, he is not liable to ge
registered under GST as his turnover is less than the threshold limit.

(i)  Harshit being exclusively engaged in supply of pan masala is not eligible for higher threshgld
limit of 40 lakh. The applicable threshold limit for registration in this cas@@slakh. Thus,
Harshit is liable to get registered under GST.

m,

=)

—

10. Examine whether the supplier is liable to get registered in the following independent cases:
) Ankit of Assam is exclusively engaged in in#ate supply of taxable services. His
F3INBIFGS GdzNY 2SN AYy (GKS OdzNNByld TFAYIFYOA

(i) Sanchit of Assam is engaged in ini&date supply of both taxable goods and services.

| Aa 3ANBIFGS GdzNYy2OSNI Ay GKS OdzZNNByd HAy

Answer:
As per section 22 read with Notification No. 10/2019 CT dated 07.03.2019, a supplier is liable to |be
registered in the State/Union territory from where he makes a taxable supply of goods and/og
services, If his aggregate turnover in a financial year exxéezlthreshold limit. The threshold limit
for a person making exclusive taxable supply of services or supply of both goods and services i as
under=

-
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(a) 10 lakh for the Special Category States of Mizoram, Tripura, Manipur and Nagaland.
(b) 20 lakh for the rest of India.

(1) Though Ankit is dealing in Assam, he is not entitled for higher threshold limit for registratio
as the same is applicable only in case of exclusively supply of goods and he is exclusi
engaged in providing services. Thus, the applicable thresholdidimiggistration in this case
is 20 lakh and hence, Ankit is liable to get registered under GST.

(i) Since Sanchit is engaged in supply of both taxable goods and services, the applicable thresk

limit for registration in his case is20 lakh. Thus, Sanchit is liable to get registered under GST

as his turnover is more than the threshold limit.

11.What are the advantage of taking registration in GST?

Answer:

Registration will confer following advantages to the business:

1 Legally recognized as supplier of goods or services.

91 Proper accounting of taxes paid on the input goods or services which can be utilized for payme
of GST due on supply of goods or services or both by the business.

1 Legally authorized to collect tax from his purchasers and pass on the credit of the taxes paid
the goods or services supplied to purchasers or recipients.

1 Become eligible to avail various other benefits and privileges rendered under the GST laws.

12.Can a person without GST registration collect GST and claim ITC?

Answer:

No, a person without GST registration can neither collect GST from his customers nor can claim
input tax credit of GST paid by him.

13.1f a person is making taxable supplies from different States, with the same PAN number, can h¢

operate with a single registration?
Answer:
No. Every person who is liable to take a registration will have to get registered separately for each

—
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the States where he has a business operation (and making taxable supplies) provided his aggregate

turnover exceeds applicable threshold limit.

14.Can a person having multiple places of business in a State obtain separate registrations for eag
place of business?

Answer:

Yes. In terms of the proviso to sgkction (2) of section 25, a person having multiple places of buiness

in a State may obtain a separate registration for each place of business, subject to such conditiong

may be prescribed.

15.1s there a provision for a person to get himself voluntarily registered though he may not be
liable to pay GST?
Answer:

h

b AS
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Yes. In terms of subection (3) of section 25, a person, though not liable to be registered undef

sections 22 or 24 may get himself registered voluntarily, and all provisions of this Act, as gre

applicable to a registered taxable person, shall apply thsqerson

16.Can the Department, through the proper officer, straoto proceed to register a person under
GST?

Answer:

Yes. In terms of subection (8) of section 25, where a person who is liable to be registered under GS

law fails to obtain registration, the proper officer may, without prejudice to any action which may bg

taken under CGST Act, or under any other lawthiertime being in force, proceed to register such

person in the manner as is prescribed in the CGST Rules.

17.Whether the registration granted to any person is permanent?
Answer:

Yes, the registration certificate once granted is permanent unless surrendered, cancelled, suspeng
or revoked.

18.1s it necessary for the UN bodies to get registration under GST?

Answer:

In terms of section 25(9), all notified UN bodi€ansulate or Embassy of foreign countries and any
other class of persons so notified would be required to obtain a unique identification number (UIN

T

ed

)

from the GST portal. The structure of the said ID would be uniform across the States in conformjty

with GSIN structure and the same will be common for the Centre and the States. This UIN will
needed for claiming refund of taxes paid on notified supplies of goods and services received by the
and for any other purpose as may be notified.

19.What is the responsibility of the taxable person making supplies to UN bodies?
Answer:

The taxable supplier making supplies to UN bodies is expected to mention the UIN on the invoig
and treat such supplies as supplies to another registered person (B2B).

20.What is the validity period of the registration certificate issued to a casual taxable person and
non- resident taxable person?

Answer:

Ly GSN¥Ya 2F aSO0A2Y HTOMOU NBIR gAGK LINROJAAZ

GFEFOtS LISNBNDEA RSENWIGH (tgFRFE S LISNA2YE &K f ¢

application for registration or 90 days from the effeet date of registration, whichever is earlier.

However, the proper officer, at the request of the said taxable person, may extend the validity of th

aforesaid period of 90 days by a further period not exceeding 90 days.

21.What happens when the registration is obtained by means of willful misstatement, fraud or
suppression of facts?
Answer:

De
m,

es

e
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In such cases, the registration may be cancelled with retrospective effect by the proper officg

[Section 29(2)(e)]

22.1s there an option to take centralized registration for services under GST Law?

Answer:

No, the tax paper has to take separate registration in every State from where he makes taxable sup
of services.

23.What could be the liabilities (in so far as registration is concerned) on transfer of a business?
Answer:
The transferee or the successor shall be liable to be registered with effect from such transfer

succession and he will have to obtain a fresh registration with effect from the date of such transf¢

or succession [Section 22(3)].

24. At the time of registration, will the assessee have to declare all his places of business?
Answer:
Yes. The principal place of business and place of business have been separately defined under se

14

r

ply

ction

2(89) & 2(85) respectively. The taxpayer will have to declare the principal place of business as well as

the details of additional places of businesshe tegistration form.

25.Does cancellation of registration impose any tax obligations on the person whose registration
IS so cancelled?

Answer:

Yes, as per section 29(5), every registered person whose registration is cancelled shall pay an amg

by way of debit in the electronic cred&dger or electronic cash ledger, equivalent to the credit of

input tax in respect of inputs held in stock and inputs contained in $iemshed or finished goods

held in stock or capital goods or plant and machinery on the day immediately precedingtéhefda

such cancellation or the output tax payable on such goods, whichever is higher.

unt,
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I. OBJECTIVE OF COMPOSITION TE&¥%bjective of composition scheme is to bring simplicity and
to reduce the compliance cost for the smialkpayers.

[I. SECTION 10):
Notwithstanding anything to the contrary contained in this Act but subject to the provisions of
sub-sections (3) and (4) of section 9, a registered persamgse aggregate turnover in the
preceding financial year did not exceed fifty lakh rup@esy opt to pay, in lieu of the tax payable

6. COMPOSITION LEVY

by him under suksection (1) of section 9, an amount of tax calculated at such rate as may b
prescribed, but not exceeding,
a.

subject to such conditions and restrictions as may be prescribed.

Proviso 1Provided that the Government may, by notification, increase the said limit of fifty lakh
rupees to such higher amounhot exceeding one crore and fifty lakh rigse as may be
recommended by the Council.

i

half percent[effective rate 1% (CGST+ SGST/UTG8THE turnover in State or turnover in
Union territory in case of mmanufacturer

two and a half per cenfeffective rate 5% (CGST+ SGST/UTGS8Thle turnover in State or
turnover in Union territory in case giersons engaged in making supplies referred to in clause
(b) of paragraph 6 of Scheduledhd

half per cenfeffective rate 1% (CGST+ SGST/UTGHTE turnover in State or turnover in
Union territoryin case of other suppliers

Turnover Limit for Opting Composition scheme under sec 10(I) view of said power
contained in Proviso 1, the Government to increase the turnover limit for composition levy a

granted by first proviso to section 10(1), the turnover limit for composition levy for goods hag

0SSY AYyONBI 4aSR T N&WotificatiomNo.f14/20%0 CTi éated 07.8682019]0 |

| SYyOS (KS OdNNByld GdzZNYy2OSNI €t AYAQG F2N |Gl
crores in the preceding financial year.

However, the said notification further stipulates that the@nover limit for composition levy
for goodsd K I £ £ 6 Sn respeat pf 8 6f thé Fpecial Category States namely:

b. Arunachal Pradesh f.  Manipur
c. Mizoram g. Sikkim
d. Uttarakhand h. Meghalaya
e. Nagaland i. Tripura

(D

)

"4

At
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Proviso2: Provided further that a person who opts to pay tax under clause (a) or clause (b) @

clause (cmay supply servicefther than those referred to in clause (b) of paragraph 6 of

Schedule li.e. restaurant servicgsof value

a. not exceeding ten percerdf turnover in a State or Union territory in the preceding financial
yearor

b. five lakh rupees,

whichever is higher.

Explanation For the purposes of second proviso, the value of exempt supigraices provided
by way of extending deposits, loans or advaniceso far as the consideration is represented by
way of interest or discourghall not be taken into accoumbr determining the value of turnover
in a State or Union territory.

RULE 7: RATES OF TAX IN CASE OF COMPOSITION LEVY FOR GOODS

S. Category of registered persons Rate of tax

No.

1 |Manufacturers, other than Y5 Y%of the turnover in the
manufacturers of notified goods. State/Union territory

2  [Suppliers making supplies referred to in clau 2Y42%o0f the turnover in the
(b) of paragraph 6 of Schedule State/Union territory

[referred to as "Restaurant service" i
discussion under this chapter]

3 |Any other supplier eligible for composition| ¥z % of turnover of taxable supplig
levy under(1) and (2) okection 10 of CGST of goods & services in the
Act (e.g-trader). State/Union territory

RULE 3INTIMATION OF OPTING FOR COMPOSITION LEVY
a. Intimation by person applying for registration (Fresh registration):

1 Any person who is not registered and applies for registration may give an option to paly
tax under composition levy in Part B of the registration form, viz., Form GSUIREG

1 The same shall be considered as an intimation to pay tax under composition levy.

Such intimation shall be considered only after the grant of registration to the applicant.

1 The option to pay tax under composition levy shall be effective from the date from which

registration is effectivgRULE 4]
b. Intimation by a registered person:

1 A registered person who opts to pay tax under composition levy scheme sha
electronically file an intimatiom Formin FORM GST CMJI2, on the GST Common Portal
[www.gst.gov.in].

1 The intimation shall be filegrior to the commencement of the F¥r which said option
is exercised.

=
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RULE 5: CONDITIONS AND RESTRICTIONS FOR COMPOSITION LEVY
Person opting for composition levy has to comply with the following conditions:

T

[ll. SEC 10(2)NELIGIBILIT'OR COMPOSITION LEVY:
The registered person shall be eligible to opt under-sabtion (1), i
a.
b.

1 He shall also furnish the statement in prescribed fF®RM GST ITc®3)in accordance
with the provisions of rule 44(4) of CGST Rules, 2017 [Discussed in deteipier, Input
Tax Credit] within 60 days from the commencement of the relevant FY.

1 Any intimation in respect of any place of business in a State/UT sha#ldseed to be an
intimation in respect of all other places of businesgistered on the same PAN.

1 The option to pay tax under composition leslyall be effective from the beginning of the
FY[RULE 4]

He wasnot engaged in the manufacture of goods as notified under section 10(2)jeng

the preceding FY.

He shall pay tax under section 9(3)/9(4) (reverse chaogahward supply of goods or services
or both, wherever applicable.

He is neither a&asual taxable person nor a noesident taxable person

He shall mention the word$t O2 YLJ2 daAlGA2Yy (Gl ElI6fS LISNA2Y
& dzLJLJat th&tapéof the bill of supply issued by him;

He shall mention the wordst O2 YLI2 AAGA2Y GFELFI&6tS LISNB2Y S
displayedat a prominent place at his principal place of business and at every additional plag
or places of business.

Save as provided in sugection (1), he inot engaged in the supply of services

He isnot engaged in_ making any supply of goodsservices which are not leviable to tax
under this Act

He is not engaged in making amyer-State outward suppliesf goods or services

He is not engaged in making any supply of goods or services througle@ronic commerce
operatorwho is required to collect tax at source under section 52;

He isnot a manufacturer of such goods as may be notified by the Governmernthe
recommendations of the Council; and

Tariff item, subheading, heading or Description
Chapter

2105 00 00 Ice cream and otheedible ice, whether o
not containing cocoa

2106 90 20 Pan masala

24 All goods, i.e. Tobacco and manufactut
tobacco substitutes

2202 1010 Aerated Waters

6815 Fly ash bricks or fly ash aggregateth-90%
er-more-fiy-ash-contentFly ash blocks

6901 00 10 Bricks of fossil meals or similar siliceq
earths

™

e
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6904 10 00 Building bricks
6905 10 00 Earthen or roofing tiles

*[Notification No. 04/2022 CT dated 31.03.2022 as amended by Notification No. 16/2022
CT dated 13.07.2022]

f. He isneither a casual taxable person nor a a@sident taxable persan

Proviso:Provided that where more than one registered persons are having the same Permaneft
Account Number (issued under the Incor@x Act, 1961), the registered person shall not be
eligible to opt for the scheme under stgection (1unless all such registered persons opt to pay
tax under that suksection.

V. SECTION 10(2A) : COMPOSITION LEVY FOR SUPPLY OF SERVICES:
Notwithstanding anything to the contrary contained in this Act, but subject to the provisions of
sub-sections (3) and (4) of section 9,

1 aregistered person, not eligible to opt to pay tax under-sabtion (1) and subection (2),
1 whose aggregate turnover in the preceding financial ydddmot exceed fifty lakh rupees
1 may opt to pay, in lieu of the tax payable by him under-sabtion (1) of section 9, an amount
of tax calculated at such rate as may be prescrilbed,not exceeding three per cent of the
turnover in State or turnover in Union territory
1 if heis not
U engaged in making any supply of goods or services whiagmoateviable to taxunder this
Act;
engaged in making angter-State outward supplies of goods or services;
engaged in making any supply of goods or services througllemtronic commerce
operatorwho is required to collect tax at source under section 52;
U a manufacturer of such goods or supplier of such services as may be ndiyfidiale
Government on the recommendations of the Council; and
U acasual taxable person or a noesident taxable persan

Provided that where more than one registered person are having the same Permanent Account
Number issued under the Incomtax Act, 1961, the registered person shall not be eligible to opt
for the scheme under this sufection unless all such registered pars opt to pay tax under this
sub-section.

V. SECTION 10(3)he option of a registered person to avail composition scheme for ggbd#
lapsewith effect from the day on which his aggregate turnover during a financial year exceeds
the threshold limit of 1.5 crore [ 75 lakh in 8 specified special category States]

RULE 6: VALIDIOF COMPOSITION LEVY:
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VI.

VIl. SEC 10(5) PENALTYf the proper officer has reasons to believe that a taxable person has paig

(1) Composition levy will be valid tilthe conditions are satisfiedThe option exercised by a
registered person to pay tax under sectionghall remain valid so long as he satisfies all the
conditionsmentioned in the said section and under these rules.

(2) Ceases to satisfy condition3he person referred to in sutule (1) shall be liable to pay tax
under subsection (1) of section 9 from the day he ceases to satisfy any of the condition
mentioned in section 10 or the provisions of this Chapter simall issue tax invoider every
taxable supply made thereafter and kBgall also file an intimation for withdrawédom the
scheme irEORM GST CMH within seven days of the occurrence of such event

(3) Voluntary withdrawal from Composition levy:The registered person who intends to
withdraw from the composition scheme shall, before the date of such withdrawal, file an
application in FORM GST GBW, duly signed or verified through electronic verification code,
electronically on the common portal.

(4) Proper officer to issue SCNWhere the proper officer has reasons to believe that the
reqgistered person was not eligibl® pay tax under section 10 dmas contravened the
provisions of the Acbr provisions of this Chapter, he may issue a notice to such person i
FORM GSTCMB5 to show cause withiffifteen days of the receipdf such notice as to why
the option to pay tax under section 10 shall not be denied.

(5) Receipt of reply and issue of Ordddpon receipt of the reply to the sheeause notice issued
under subrule (4) from the registered person FORM GST CMJ®, the proper officershall
issue an order in FORMGST G@MRmvithin a period ofthirty days of the receipt of such reply
either accepting the reply, or denying the option to pay tax under section 10 from the date of
the option or from the date of the event concerning such contravention, as the case may bg.

(6) File ITA1 within 30 daysEvery person who has furnished an intimation under-aub (2)
or filed an application for withdrawal under suible (3) or a person in respect of whom an
order of withdrawal of option has been passed in FORM GSTOZMRder sukrule (5), may
electronicdly furnish at the common portal, either directly or through a Facilitation Centre
notified by the Commissioneg,statement in FORM GST FOCcontaining details of the stock
of inputs and inputs contained in seifimished or nished goods held in stock by him on the
date on which the option is withdrawn or denigdithin a period of thirty dayfom the date
from which the option is withdrawn or from the date of the order passed in FORM GST CMP
07, as the case may be.

(7) Any intimation or application for withdrawal under suble (2) or (3) or denial of the option
to pay tax under section 10 in accordance with-sule (5) in respect of any place of business
in any State or Union territoryghall be deemed to be an intimation in respect of all other
places of business registered on the same Permanent Account Number

v)

SECTION 10(4A: taxable person to whom the provisions of sséxtion (1) or, as the case may
be, subsection (2A) applghall not collect any tax from the recipieah supplies made by him
nor shall he be entitled to any credit of input tax.

tax under subksection (1) or suisection (2A), as the case may be despite not being eligible, suclp
person shall, in addition to any tax that may be payable by him under any atbesns of this
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Act, be liable to a penalty and the provisions of section 73 or section 74 shall, mutatis mutand|s,
apply for determination of tax and penalty

VIII. Explanation 1 to SEC 1C(For the purposes of computing aggregate turnover of a person for
determining his eligibility to pay taxnder this section, the expressignl 3 I NB I | { Sall(i dzNy/ ;
1 includethe value of supplies made by such persam the 1st day of April of a financial year
upto the date when he becomes liable for registratiomder this Act,
1 but shall not includethe value of exempt supply of services provided by way of extending
deposits, loans or advances in so far as the consideration is represented by wiyeaxst or
discount

IX. Explanation 2 to SEC 1Bor the purposes aletermining the tax payable by a personder this
section, the expressiot i dzNJ/ 2 S NJ Ay { GF GS 2 NehallmeNdfladeteNI 4 y
value of following supplies, namety¢
1 supplies from the first day of April of a financial year upto the date when such person becomgs

liable for registration under this Act; and
1 exempt supply of services provided by way of extending deposits, loans or advances in so [far
as the consideration is represented by way of interest or discount.

Meaning of turnover in State or turnover in Union territoryfurnover in State/ turnover in Union

territory means theaggregate value of

1 all taxable supplies (excluding the value of inward supplies on which tax is payable by a pergon
on reverse charge basis) and

1 exempt supplies made within a State or Union territory by a taxable person,

exports of goods or services or both and

1 inter-State supplies of goods or services or both made from the State or Union territory b
the said taxable person but

1 excludes central tax, State tax, Union territory tax, integrated tax asd.ce

=
=
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QUESTIONS:

1. Sultan & Sons, a partnership firm, in Nagpur, Maharashtra is a wholesaler of a taxable producf
Wt Q yR LINRBRdzOG WvQ SESYLIi o6& ste 2F | y2i
turnover in the preceding financial year is 130 lakh. The firm wishes to opt for composition
scheme under suisections (1) & (2) of section 10. However, its accountant is of the view that

a person engaged in making supply of exempt goods is not eligible for the said scheme. Discuss.

Note: Assume that Sultan & Sons m®t engaged in manufacture of goods as notified under
section 10(2)(e).

Answer:

The view taken by the accountant of Sultan & Sons is not valid in law. A registered person with
aggregate turnover in a preceding financial year up tb.5 crore is eligible for composition levy,

under section 10(1) & 10(2), in Delhi. Further, such person must not be engaged in making any suy
of goods or services which are not leviable to tax under this Act and must not be engaged in mak

AT

an

ply
ng

any interState outward supplies of goods or services, for being eligible to pay tax under said schenpe.

In the given case, the aggregate turnover of Sultan & Sons does not exéeedrore. Further, it is

engaged in making only int@tate supply of goods and Product P supplied by it is taxable and Produ¢

Q supplied by it is leviable to tax, though exempted by way of notification. Therefore, it is eligible f
composition levy uder section 10(1) & 10(2) in the current year.

2. A person availing composition scheme, under sséctions (1) & (2) of section 10, in Haryana
during a financial year crosses the turnover ofL.5 crore in the month of December. Will he be
allowed to pay tax under composition scheme for the remainder of the year, i.e. till 31st March?
Please advise.

Answer:

No. The option to pay tax under composition scheme lapses from the day on which the aggregd
turnover of the person availing composition scheme for goods during the financial year exceeds t

specified limit ( 1.5 crore). Once he crosses the threshold, he is required to file an intimation fof

withdrawal from the scheme in prescribed form within 7 days of the occurrence of such event. Eve
person who has furnished such an intimation, may electronically furatithe common portal, a
statement in prescribd form containing details of the stock of inputs and inputs contained in-semi
finished or finished goods held in stock by him on the date on which the option is withdrawn, withi
a period of 30 days from the date from which the option is withdrawn.

3. Determine whether the suppliers in the following cases are eligible for composition levy, under
section 10(1) & 10(2), provided their turnover in preceding year does not exceéd crore:
0] Mohan Enterprises is engaged in trading of pan masala in Rajasthan and is registered i
the same State.
(i) Sugam Manufacturers has registered offices in Punjab and Haryana and supplies good
in neighbouring States.

—
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Answer:

(1) A supplier engaged in the manufacture of goods as notified under section 10(2)(e), during the
Am

preceding FY is not eligible for composition scheme under section 10(1) and 10(2). Ice cre
and other edible ice, whether or not containing cocoa, Pan masal®acto and
manufactured tobacco substitutes and aerated waters are notified under this category
However, in the given case, since Mohan Enterprises is engaged in trading of pan masala
not manufacture and his turnover does not exceetl.5 crore, he igligible for composition
scheme subject to fulfilment of specified conditions.

(i) Since supplier of inteBtate outward supplies of goods or services is not eligible for
composition levy, Sugam Manufacturers is not eligible for composition levy.

4. Subramanian Enterprises has two registered places of business in Delhi. Its aggregate turnove
for the preceding year for both the places of business wak20 lakh. It wishes to pay tax under
composition levy, under section 10(1) & 10(2), for one of the places of business in the current
year while under normal levy for other. You are required to advice Subramanian Enterprises
whether he can do so?

Answer:

A registered person with an aggregate turnover in a preceding financial year ud.® crore is
eligible for composition levy, under section 10(1) & 10(2), in Delhi. Since the aggregate turnover
Subramanian Enterprises does not excedd5 crore, it is eligible for composition levy in the current
year. However, all registered persons having the same Permanent Account Number (PAN) havg
opt for composition scheme. If one such registered person opts for normal scheme, others becon

levy for both the places of business or under normal levy for both the places of business.

5. Mr. Ajay has a registered repair centre where electronic goods are repaired/serviced. His repail
centre is located in State of Rajasthan and he is not engaged in making any-8t&e supply
of services. His aggregate turnover in the preceding financedry(FY) is 45 lakh.

With reference to the provisions of the CGST Act, 2017, examine whether Mr. Ajay can opt fof
the composition scheme under section 10(1) &10(2) in the current financial year? Or whether
he is eligible to avail benefit of composition scheme under section2&)Y? Considering the
option of payment of tax available to Mr. Ajay, compute the amount of tax payable by him
assuming that his aggregate turnover in the current financial year 85 lakh.

Will your answer be different if Mr. Ajay procures few items required for providing repair
services from neighbouring State of Madhya Pradesh?

Answer:

Section 10(1) provides that a registered person, whose aggregate turnover in the preceding finang
year did not exceed 1.5 crore ( 75 lakh in Special Category States except Assam, Himachal Prade
and Jammu and Kashmir), may opt to pay, in lieu of the tax payable by him, an amount calculateq

[92)
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the specified rates. However, as per proviso to section 10(1), person who opts to pay tax under
composition scheme may supply services other than restaurant services, of value not exceeding 0%
of the turnover in a State or Union territory in the precedfimancial year or 5 lakh, whichever is
higher.

In the given case, since Mr. Ajay is an exclusive supplier of services other than restaurant services
[viz. repair services], he is not eligible for composition scheme under section 10(1) & 10(2).

However, section 10(2A) provides an option to a registered person (subject to certain condition)
whose aggregate turnover in the preceding financial year is uf@0 lakh and who is not eligible to
pay tax under composition scheme under section 10(1) & 10(2), to pay tax @ 3% [Effective rate p%

(CGST+ SGST/UTGST)] of the turnover of supplies of goods and services in the State or Union tertjitory

Thus, in view of the abowaentioned provisions, Mr. Ajay is eligible to avail the composition scheme
under section 10(2A) as his aggregate turnover in the preceding FY does not esfelatth and he
IS not eligible to opt for the composition scheme under section 10(1) & 10(2).

Thus, the amount of tax payable by him as per the composition scheme under section 10(2A) i
2,10,000 [6% of 35 lakh].

vJ

A registered person cannot opt for composition scheme under section 10(2A), if, inter alia, helis
engaged in making any int&tate outward supplies. However, there is no restriction on h8tate
procurement of goods. Hence, answer will remain the sawenef Mr. Ajay procures few items from
neighboring State of Madhya Pradesh.

6. M/s United Electronics, a registered dealer, is supplying all types of electronic appliances in thg
State of Karnataka. Their aggregate turnover in the preceding financial year by way of supply
of appliances was 120 lakh. The firm also expects to provide repair and maintenance service
of such appliances from the current financial year. With reference to the provisions of the CGST
Act, 2017, examine:

) Whether the firm can opt for the composition scheme, under section 10(1) and 10(2),
for the current financial year, as the turnover may include supply of both goods and
services?

(i) If yes, up to what amount, the services can be supplied?

Answer:

0] The registered persons, whose aggregate turnover in the preceding financial year did npt
exceed 1.5 crore, may opt to pay tax under composition levy, under section 10(1) and 10(2).
The scheme can be availed by an irftate supplier of goods and supplier of restaurant
service. However, the composition scheme permits supply of marginal services {boén
restaurant services) for a specified value along with the supply of goods and restaurapt
service, as the case may be.
Thus, M/s United Electronics can opt for composition scheme for the current financial year s
its aggregate turnover is less thanl.5 crore in the preceding financial year and it is not
engaged in interState outward supplies
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(i) The registered person opting for composition scheme, under section 10(1) and 10(2), can ajso
supply services (other than restaurant services) for a value up to 10% of the turnover in the
preceding year or 5 lakh, whichever is higher, in the current financial year.
Thus, M/s United Electronics can supply repair and maintenance services up to a value of
12 lakh [10% of 120 lakh or 5 lakh, whichever is higher] in the current financial year
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/. TIME OF SUPPLY

I. SECTION 12(Ihheliability to pay tax on goods shall arise at the time of supply as determined in
terms of the provisions of this section.

[I. SEC 12(2)TIME OF SUPPLY IN CASE OF FORWARD CH#Rfe of supply of goods shall
be the earlier of the following dateshramely:
a. the date of issue of invoice by the supplier or the last date on which he is requireter
section 31, to issue the invoice with respect to the supply; or
b. the date on which thesupplier receives the paymenmtith respect to the supply

A. Time limit for issuance of invoice for supply of goods under section Bdliowing are the

relevant provisions of section 31 in this regard.

1 As per section 31(1}he invoice needs to be issued either
a. where supply involves movement of good®efore or at the time of removal of goods

or

b. in any other casedelivery of goods/ making goods available to recipient.

1 Gontinuous supply of good$Section 31(4)] In case of continuous supply of goods the
invoice should be issudzkfore or at the time of issuance of periodical statement/receipt
of periodical paymenfSection 31(4)].
Meaning of Continuous supplyJection 2(32)]:Continuous supply of goods is a supply of
goods provided or agreed to bgrovided continuously or on recurring basisnder a
contract, and for which the supplier issues iamoiceto the recipient on a regular or
periodic basis

1 Goods sent or taken on approval for sale or retui®ection 31(7)]in case of goods sent
or taken on approval for sale or return, invoice should be isqiefdre or at the time of
supply or 6 months from the date of removal, whichever is earlier

B. Date on which supplier receives the paymeqgtExplanation 2 to Sec 12(2yor the purpose
2F OfFdzaS 600X GaGKS RIFIGS 2y gKAOK GKS adgJl
1 the date on which the payment is entered in his books of account or
1 the date on which the payment is credited to his bank account,
whichever isarlier.

C. Notification No. 66/2017 CT dated 15.11.2017
Tax not payable at the time of receipt of advance for supply of go@dSpecial procedure
for payment of tax in case of supply of goads
a. In exercise of the powers conferred by section 148, the Central Government, on th
recommendation of the GST Council, has isstledification No. 66/2017 CT dated
15.11.2017%0 specify that a

D
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1 registered persor{excluding composition supplieshould pay GST on tleutward
supply of goodst the time of supply aspecified in section 12(2)(a)
1 i.e., date of issue of invoice or the last date on which invoice ought to have been issuq
in terms of section 31.
b. In simple words, all taxpayers under forward chafgrcept composition suppliergye
not required to pay GST at the time of receipt of advainceslation to supply of goods.
c. The entire GST shall be payable only whenitiveice for the supply of such goods is
issued or ought to have been issued
d. Thus, time of supply of goods for the purpose of payment of tax is the date of issue ¢
invoice or the last date when the invoice ought to have been issued under section 31

Note: Because of above notificatiomractically, in case of goods, the date of receipt of
payment by the supplier is no longer a criterion for determination of time of supply for
payment of tax.

The relief of not paying GST at the time of receipt of advance is available only in case of

supply of goods and not for supply of services.

. Provisoto Sec 12(2)Provided that where the supplier of taxable goods recem@smount

up to one thousand rupeeis excess of the amount indicated in the tax invoice, the time of
supply to the extent of such excess shall, at the option of the said supplier, kaatbeof
issue of invoicén respect of such excess amount.

Since, GST on supply of goods is payable only on the basis of issuance ofasvogre
Notification No. 66/2017 CT dated 15.11.201fis provision is practically irrelevarfior
supply of goods

. Explanation 1- Supply shall be deemed to have been made to the extent it is covered by
the invoiceor payment C2 NJ 1 KS LJdzN1J2aSa 2F Of  dzaSa o1
to have been made to the extent it is covered by the invoice or, as the case may be, tli
payment.

{AIAYAFAOLYOS 2F ai2 GKS SEGSYyld GKS Ayg@2aA

a. Suppose a part of the consideration is paid in advance or invoice is issued for p3
payment, the time of supply will not cover the full supply.

b. The supply is deemed to have been made to the extent it is covered by the invoice or th
part advance payment

Example:A Ltd. enters into an agreement with B Ltd. to supply 100 kg of raw material

However, A Ltd. supplies only 80 kg of raw material and issues the invoice for the same. Hj

the supply would be deemed to have been made in respect of 80 kg of raw maeerib,

the extent covered by the invoice. Therefore, the provisions relating to time of supply will al

be applicable to supply of 80 kg of raw material and not for entire 100 kg of raw material.

d

e

ere,

oY
o
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[1l. SECTION 12(3YIME OF SUPPLY IN CASE OF REVERSE:CHARGE
In case of supplies in respect of which tax is paid or liable to be paid on reverse charge basis, the
time of supply shall be thearliest of the following dateshamely:

a. the date of the receipt of the good®r

b. the date of payment as entered in the books of accoohthe recipient or thedate on which
the payment is debited in his bank accouwhichever i®arlier, or

c. the date immediately following thirty day§.e., 31st day from the issue of invoice by the
supplieh from the date of issue ahvoice or any other documenby whatever name called,
in lieu thereof by the supplier

Proviso:Provided that where it igot possible to determine the time of supplyder clause
(@), (b), or (c), the time of supply shall be e of entry in the books of accounf the
recipient of supply.

The relief of not paying GST at the time of receipt of advance is available only in case of
supply of goods, the tax on which is payable under forward charge. In case of reverse
charge, GST is payable at thime of payment, if payment is recorded/made before receipt
of goods (advance payment).

IV. SECTION 12(4)TIME OF SUPPLY IN CASE OF VOUQHERSE of supply of vouchers by a
supplier, the time of supply shall be
a. the date of issue of voucheif the supply is identifiablet that point; or
b. the date of redemption of voucher, in all other cases.

U Vouchers:

a. Vouchers are instruments that can lBxchanged as payment for goods or servioéshe
designated value.

b. As per the definition, they are instruments, thaértain persons (potential suppliers) are
obliged to accepas consideration, part or full, for goods and/or services.

c. The instrument or its related documentation sets out feems and conditions of usd¢he
goods and/or services covered, and the identity of the potential suppliers of such goods
and/or services.

Example:
1. Acmesalesimited sells food coupons to a company. The company gives these coupons tolits
employees as part of the agreed perquisites. The coupons can be redeemed for purchasg¢ of
any item of food /provisions in the outlets that are part of the program. As thesagplinst
which the coupon will be redeemed is not known on the date of the sale of the coupon, the
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V.

VI.

. SECTION 12Z(- TIME OF SUPPLY IN CASE OF FORWARD CH#®RiGte of supply of services

time of supply of the coupon will be the date on which the employee redeems it against foq
/ provision items of his choice.
2. With each purchase of a large pizza during the Christmas week from Perfect Pizza, one

0dze | @2dzOKSNJ F2NJ Hn oKAOK gAff 6S NBRS

against which the voucher will be redeemed is known on the date ofaéslue vouchers, the
time of supply is the date of issue of the voucher.

SECTION 12(5)TIME OF SUPPLY IN CASE OF RESIDUALWHW®ESES! is not possible to

determine the time of supply under the provisions of sadxtion (2) or susection (3) or sub

section (4), the time of supply shalk

a. in a case where a periodical return has to be filed, bedat on which such return is to be
filed; or

b. in any other case, bne date on which the tax is paid

SECTION 12(6) TIME OF SUPPLY IN CASE OF PENALTY, INTEREST INDEABKEDF
PAYMENTThe time of supply to the extent it relates to an addition in the value of supply by way
of interest, late fee or penalty for delayed payment of any considerasioall be thedate on
which the supplier receives such addition in value

Example:

Radha Traders sold goods to Shyam Sales on 6th June with a condition that interest @ 2%

hd

Can

(0)p))

per

month will be charged if Shyam Sales failed to make payment within 15 days of the delivery of the

goods. Goods were delivered as also the invoice was issued daréthShyam Sales paid the
consideration for the goods on 6th July along with applicable interest. Time of supply for the godg
sold is the date of issue of invoice i.e., 6th June and the time of supply for addition in value by \
of interest is the datevhen such addition in value is received by Radha Traders i.e., 6th July.

SECTION3LTIME OF SUPPLY SERVIC

SECTION 13(Ihe liability to pay tax on services shall arise at the time of supply, as determine
in terms of the provisions of this section.

shall be the earliest of the following dates, namely:
(a) If invoice is issued within the period prescribed under section 31
1 Thedate of issue of invoicky the supplier, or
1 the date of receipt of payment
whichever iarlier, or
(b) If the invoice is not issued within the period prescribed under section 31:
1 the date of provision of serviger
1 the date of receipt of payment
whichever isarlier, or

ds
vay
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(c) The date on which the recipient shows the receipt of services in his books of acdout
case where the provisions of clause (atkause (b) do not app.

U Time limit for issuance of invoice for supply of services under section 31

1. As per section 31(2) read with rule 47 of CGST Rules, the tax invoice needs to be issped
either
a. before the provision of servioar
b. within 30 days (45 days case of insurance companies/ banking companies/ financial

institutions including NBFClsbm the date of supply of service.

2. In case ofinsurance companies/ banking companies/ financial institutions including
NBFCs/ telecom companies/ notified supplier of services making taxable supplies betwegn
distinct personss specified in section 25, invoice may be issued
a. before or at the time of recording such supply in the books of account or
b. before the expiry of the quarter during which the supply was made [Second provisg

to rule 47].

3. As perSection 31(5)in case otontinuous supply of servicethe invoice should be issued
either
a. on/ before the due date of payment or
b. before/ at the time when the supplier of service receives the payment, if the due datg

of payment is not known
c. on/ before the date of completion of the milestone event when the payment is linked
to completion of an event.

Meaning of Continuous supply of serviceSontinuous supply of services are provided,
or agreed to be provided, continuously or on recurrent basis, under a contract, for a perio
exceeding 3 months with periodispayment obligations and includes supply of such
services as the Government may notify

|~

4. As per Section 31(6)) case otessation of supply of servicksfore completion of supply,
the invoice (to the extent of the supply made before such cessation) should be igsued
the time when the supply ceases.

U Date of receipt of paymentExplanation (ii) to Section 13(2)JdThe date of receipt of
LI eYSyiGé akKh-ftt oS GKS
1 date on which thepayment is entered in the books of accowfdtthe supplier or
1 date onwhich the payment is credited to his bank accqunt
whichever is earlier

U Provisoto Sec 13(2)Provided that where the supplier of taxable service receiveamaaunt
up to one thousand rupees in excess of the amaudicated in the tax invoice, the time of
supply to the extent of such excess amount shall, at the option of the said supplier, be the
date of issue of invoiceelating to such excess amount.
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This provision facilitates the supplier to defer payment of taxsamall amounts typically
received by him in excess of the invoice amount.

Example: A telephone company receives000 against an invoice of 4800. The excess
amount of 200 can be adjusted against next invoice. The company has the option to tale
date of next invoice as the time of supply of service in relation to the amou206f received
in excess against earlier invoice

Explanation- For the purposes of clauses (a) anddb)

(i) the supply shall be deemed to have been made to the extent it is covered by the invoice g,
as the case may be, the payment.

[Il. SECTION 13(3YIME OF SUPPLY IN CASE OF REVERSE: @iHédR&Bf supplies in respect of
which tax is paid or liable to be paid on reverse charge basis, the time of supply shalebéitre
of the following datesnamely
(a) the date of payment as entered in the books of accoohthe recipient or thedate on which

the payment is debited in his bank accouwhichever igarlier;, or
(b) the date immediately following sixty dayse., 6F' day)from the date of issue of invoice or
any other documentby whatever name called, in lieu thereof by the supplier:

Provisol: Provided that where it is not possible to determine the time of supply under clause (a)
or clause (b), the time of supply shall be thete of entry in the books of accouat the recipient

of supply

Proviso2 ¢ Time of Supply in case dinport of services between associated enterprises

In the case of service received from associated enterprise located outside Indihe time of
supply will be the

i1 date of payment for the service, or

1 the date of entry of the service in the books of account of the recipient,

whichever isarlier.

IV. SECTION 13(4)TIME OF SUPPLY IN CASE OF VOUQHERSe of supply of vouchers by a
supplier, the time of supply shall be
a. If the supply is identifiable at that point the date of issue ofoucher,or
b. In all other casesthe date of redemption of voucher

Example: Best Hospitality Services enters into agreement with Drive Marketing Ltd by which Diive
Marketing Ltd.YF NJ SGa . Sad 1 2aLllhAdalfArde {SNBAOSaAQ| K:
redeemable for a discount against stay in the hotel. As the supply against which the voucher Wil
be redeemed is identifiable, the time of supply of the voucher will be its detsuef
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V.

VI.

SECTION 13(5)TIME OF SUPPLY IN RESIDUARY OABE&S® it is not possible to determine

the time of supply of services under the provisions of-sabtion (2) or suisection (3) or sub

section (4), the time of supply shall

a. in a case where a periodical return has to be filed, bedat on which such return is to be
filed; or

b. in any other case, be thdate on which the tax is paid

SECTION 13(6TIME OF SUPPLY IN CASE OF PENALTY, INTEREST IN CASE ORd&xithAYED:
of supply to the extent it relates to an addition in the value of supply by way of interest, late fe¢

or penalty for delayed payment of any consideration shalthe date on which the supplier
receives such addition in value

174
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1. Explain the significance of time &upply under GST law.

Answer:

Answer:

3.

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024

QUESTIONS

GST is payable on supply of goods or services. Time of supply indicates the point in time when|the

liability to pay tax arises. However, it is important to note that though the liability to pay tax arise$
at the time of supply, the same can be paid to tBevernment by the due date prescribed with
NEFSNBYyOS G2 GKS &aFAR WiAYS 27F adzllLx eQo ¢
supply for goods and services vide sections 12 and 13.

GST is payable on advanceceived for supply of goods and services taxable under forward
charge.Do you agree with the statement? Support your answer with legal provisions.

KS

The statement is not correct. While GST is payable on advance received for supply of services

taxable under forward charge, the same is not payable in case of advance received for supply
goods taxable under forward charge. As per section 13, the tinsubly of services taxable
under forward charge i§

U Date of issue of invoice or date of receipt of payment, whichever is earlier, if the same |s

issued within 30 days from the date of supply of service; OR
U Date of provision of service or date of receipt of payment, whichever is earlier, if the invoic
is not issued within 30 days from the date of supply of service.

Thus, in case of services, if the supplier receives any payment before the provision of service

before the issuance of invoice for such service, the time of supply gets fixed at that point in tinfe

and the liability to pay tax on such payment arises. kigav, the tax can be paid by the due date
prescribed with reference to such time of supply.

As regards time of supply of goods taxable under forward charge is concerned, Notification No.

66/2017 CT dated 15.11.2017 provides that a registered person (excluding composition supplig¢
should pay GST on the outward supply of goods at the time of gwgspkpecified in section

12(2)(a), i.e. date of issue of invoice or the last date on which invoice ought to have been issuEd

in terms of section 31. Therefore, in case of goods, tax is not payable on receipt of advan
payment.

A machine has to be supplied at site. It is done by sourcing various components from vendors
and assembling the machine at site. The details of the various events are:

17" September |t dzNOKF aS 2NRSNJ gAGK | RGFyOS 27
12 lakh and entry dulynade in the seller's books of account

20t October The machine is assembled, tested at site, and accepted by buyer
239 October Invoice raised

174

1%

of

or



4" November Balance payment of 11,50,000received

Determine the time of supply(ies) in the abowxenario for the purpose of payment of tax.
Answer:

As per Notification No. 66/2017 CT dated 15.11.2017, a registered person (excluding compositfon
supplier) has to pay GST on the outward supply of goods at the time of supply as specified in
section 12(2)(a) i.e., date of issue of invoice or the last date/lsich invoice ought to have been
issued in terms of section 31.

Therefore, the time of supply for the purpose of payment of tax for the entire amount of °
12,00,000 is 20th October which is the date on which the goods were made available to the
recipient as per section 31(1)(b), and the invoice should have been issuttds date [Section
12(2)(a)l-

4. Gas is supplied by a pipeline to the recipient. The supply is to be made for a period of one yean
Monthly payments are to be made by the recipient as per the contract. The details of the
payment made are:

July 5, August 5, September-FPayments of Rs. 2 lakh made in each month.
Determine the time of supply for the purpose of payment of tax.

Answer:

As per Notification No. 66/2017 CT dated 15.11.2017, a registered person (excluding compositfon
supplier) has to pay GST on the outward supply of goods at the time of supply as specified in
section 12(2)(a), i.e. date of issue of invoice or the last date/lsich invoice ought to have been
issued in terms of section 31. As per section 31(4), in case of continuous supply of goods, where
successive statements of accounts or successive payments are involved, the invoice is issped
before or at the time of eacbuch statement is issued or, as the case may be, each such payment
is received. Therefore, invoices should be issued f@rlakh each on or before July 5, August 5
and September 5, when monthly payments of lakh are received.

Thus, assuming that the invoice is issued on July 5, August 5 and September 5, the time of supply
for the purpose of payment of tax will be July 5, August 5 and September 5 respectively for gogds
valued at 2 lakh each.

O

5. Mansh & Vansh Trading Company, a registered supplier, is liable to pay GST under forwar,
charge. It has furnished the following information:
(i) Goods were supplied on 3rd October
(ii) Invoice was issued on 5th October
(i) Payment received on 9th October

Determine the time of supply of goods for the purpose of payment of tax.
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Answer:

As per Notification No. 66/2017 CT dated 15.11.2017, a registered person (excluding compositfon
supplier) has to pay GST on the outward supply of goods at the time of supply as specified| in
section 12(2)(a), i.e. date of issue of invoice or the last daterlich invoice ought to have been
issued in terms of section 31.

Further, a registered person is required to issue a tax invoice before or at the time of removal pf
goods for supply to the recipient. Thus, in the given case, the invoice for supply of goods sholld
have been issued on or before the removal of goodsore3rd October.

However, since the invoice has not been issued within the prescribed time, the time of supply fpr
the purpose of payment of tax will be the last date on which the invoice is required to be issued
i.e., 3rd October.

6. Investigation shows that 150 cartons of ceramic capacitors were dispatched on 2nd August bu
no invoice was raised and the transaction (dispatch of cartons) were not entered in the
accounts. There was nevidence of receipt of paymentWhat is the time of supply of 150
cartons for the purpose of payment of tax?

Answer:

As per Notification No. 66/2017 CT dated 15.11.2017, a registered person (excluding compositfon
supplier) has to pay GST on the outward supply of goods at the time of supply as specified| in
section 12(2)(a), i.e. date of issue of invoice or the last date/lich invoice ought to have been
issued in terms of section 31.

In this case since the invoice has not been issued, the time of supply for the purpose of paymgnt
of tax will be the last date on which the invoice is required to be issued.

The invoice for supply of goods must be issued on or before the dispatch of goods, i.e. on 2hd
August. Therefore, the time of supply for the purpose of payment of tax for the goods will be 2nd
August, the date when the invoice should have been issued.

7. An order is placed on Ram & Co. on 18th August for supply of a consignment of customizegl
shoes. Ram & Co. gets the consignment ready and informs the customer and issues the invoide
on 2nd December. The customer collects the consignment from the premisdgaoh & Co. on
7th December and electronically transfers the payment on the same date, which is entered in
the accounts on the next day, 8th December. What is the time of supply of the shoes for the
purpose of payment of tax?

Answer:

As per Notification No. 66/2017 CT dated 15.11.2017, a registered person (excluding compositjon
supplier) has to pay GST on the outward supply of goods at the time of supply as specified| in
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section 12(2)(a), i.e. date of issue of invoice or the last date on which invoice ought to have be
issued in terms of section 31.

D
>

In this case, the invoice is issued before the removal of the goods and is thus, within the time linmit
prescribed under section 31(1). Therefore, the time of supply for the purpose of payment of tax
is the date of issue of invoice, which is 2nd December.

8. Determine the time of supply in the following cases assuming that GST is payable under revers
charge:

11%

SNo. Date of |Date of payment by the recipien Date of issue of invoice
Receipt of of goods by the
goods supplier of goods
0) Julyl August 10 June 29
(i) Julyl June 25 June 29
(iii) Julyl Port payment mode on June | June 29
and balance amount paid on Ju
20
(iv) July 5 |Payment is entered in the books June 1

account on June 28 and debited
NBEOALIASYGQa ol )
30
(V) July 1  |Payment is entered in the books June 29
account on June 30 and debited
NEOALIASYyGuQa ol )

26
(vi) August 1 |August 10 August 10
Answer:
S. Date of Date of Date of Date Time of
No. [|receipt payrr?ent by thgissue of invo_ic‘lmmediately supply of
of recipient olby the supplier ) goods
following .
goods goods of [Earlier of (1) (2) &
30 days from the
goods (4)]
date of
invoice
(1) 2 (3) (4) (5)
@@ | July1 August 10  [June 29 July 30 July 1
@i)| July 1 June 25 June 29 July 30 June 25
(@ii)| July 1 Part  paymerJune 29 July 30 June 30 for pa
made on June payment made an
and July
1 for balance
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balance amount amount
paid on July 20

(iv)) July 5 Payment | June 1 July 2 June 28 (i.e., whe
entered in the payment is entere
books of in the books of
account on Jur account of the
28 and debite recipient)

in

recipient's bank
account on Jung
30

(V)| July1 Payment iJune 29 July 30 June 26 (i.e., whe
entered in the payment IS
books of debited in the
account on Jur recipient's bank
30 and debite account)

in

NB OA LA S
bank account
on June 26

(vi)) Augustl |August 10 June 29 July 30 July 30 (i.e.,, 31

day from issuanc
of invoice)

9. Determine the time of supply from the given information.

May 4 Supplier invoices goods taxable on reverse charge basis to Bridge & Cq
days from the date of issuance of invoice elapse on June 3)
May 12 Bridge & Caeceives the goods
May 30 Bridge & Co makes the payment
Answer:

Here, May 12 will be the time of supply, being the earliest of the three stipulated dates namely
receipt of goods, date of payment and date immediately following 30 dasaance of invoice
[Section 12(3)]. (Here, date of invoice is relevant only for calculating thirty days from that date.

10. Determine the time of supply from the given information.

May 4

Supplier invoices goods taxable on reverse charge basis to Pillar & Co. (30
from the date of issuance of invoice elapse on June 3)
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Junel2 Pillar & Co receives the goods, which were held up in transit
July 3 Payment made for the goods

Answer:

| SNB> WdzyS nX omaid RF& T NP Ythditikéof Supply,SDeird) the a
earliest of the three stipulated dates namely, receipt of goods, date of payment and datg
immediately following 30 days of issuance of invoice [Section 12(3)].

11.Meal coupons are sold to a company on 9th August for being distributed to the employees of
the said company. The coupons are valid for six months and can be used against purchase
food items. The employees use them in various stores for purchases obuaredible items on
different dates throughout the six months. What is the date of supply of the coupons?

Answer:

As the coupons can be used for a variety of food items, which are taxed at different rates, th
supply cannot be identified at the time of purchase of the coupons. Therefore, the time of supp
of the coupons is the date of their redemption in terms of section 12(4).

12.Mr. X supplied goods for 50,000 to its customer Miss Diyana on 1st January on the condition
that payment for the same will be made within a week. However, Miss Diyana made payment
for the said goods on 2nd February and thus, paid interest amounting t@,000. What is the
time of supply with regard to addition in the value by way of interest in lieu of delayed payment
of consideration?

Answer:

As per section 12(6), the time of supply with regard to an addition in value on account of interegt,

late fee or penalty or delayed payment of consideration is the date on which the supplier receive
such additional consideration.

Thus, time of supply in respect of interest would be the date on which the supplier has receivg
such additional consideration, i.e. 2nd February.

13.Determine the time of supply from the given information.

6th May Booking of convention hall, sum agreed 15000, advance of 3000
received

15th September | Functionheld in convention hall

27th October Invoice issued for 15000, indicating balance of 12000 payable

3rd November | Balance payment of 12000 received

(z1.J

d

d
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Answer:

As per section 31(2) read with rule 47 of CGST Rules, the tax invoice is to be issued within 30 Tays
of supply of service. In the given case, the invoice is not issued within the prescribed time limjt.

As per section 13(2)(b), in a case where the inv@aet issued within the prescribed time, the
time of supply of service is the date of provision of service or receipt of payment, whichever |s
earlier.

Therefore, the time of supply of service to the extent 8,000 is 6th May as the date of payment
of 3000 is earlier than the date of provision of service. The time of supply of service to the
extent of the balance 12,000 is 15th September which is the date of provision of service.

14.Raju Pvt Ltd. receives the order and advance payment on 5th January for carrying out ar
architectural design job. It delivers the designs on 23rd April. By oversight, no invoice is issued
at that time, and it is issued much later, after the expiry of presed period for issue of invoice.
When is the time of supply of service?

Answer:

Since the invoice has not been issued within the prescribed time period, time of supply of servige
will be the earlier of the following two dates in terms of section 13(2)(b):

1 Date of provision of service
1 Date of receipt of payment

The payment was received on 5th January and the service was provided on 23rd April. Therefgre,
the date of payment, i.e. 5th January is the time of supply of the service in this case.

15.XYZ & Co., a firm of Chartered Accountants, issued invoice for services rendered to Mr. A oh
7th September. Determine the time of supply in the following independent cases:
1) The provision of service was completed on 1st August and payment was received on
28th September.
2) The provision of service was completed on 14th August and payment was received on
28th September.
3) Mr. A made the payment on 3rd August. However, provision of service was remaining
to be completed at that time.
4) Mr. A made the payment on 15th September. However, provision of service was
remaining to be completed at that time.

Answer:

The time of supply of services is the date of issue of invoice if the same is issued within 30 days
from the date of supply of service OR the date of receipt of payment, whichever is earlier [Sectipn
13(2)(a)].
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16.

Answer:

17.

Answer:

In case the invoice is not issued within 30 days from the date of supply of service, time of supply

is the date of provision of service OR the date of receipt of payment, whichever is earlier [Secti
13(2)(b)].

In accordance with the aforesaid provisions, the time of supply in the four independent cases Wi

be:

1) 1st August since the invoice is not issued within 30 days of supply of service.

2) 7th September since the invoice is issued within 30 days of supply of service and the paymé
is received after the issuance of invoice.

3) 3rd August viz., earlier of date of issuance of invoice (7th September) or date of receipt
payment (3rd August)

4) 7th September viz., earlier of date of issuance of invoice (7th September) or date of recei
of payment (15th September)

Investigation shows that ABC & Co carried out service of cleaning and repairs of tanks in a
LI NG YSyd O02YLX SES F2N) 6KAOK GKS I LI NILYSy(
on 4th April to them against work of this description. The dates of the \are not clear from

the records of ABC & Co. ABC & Co have not issued invoice or entered the payment in the
books of account.

DN

Nt

=

The time of supply cannot be determined vide the provisions of clauses (a) and (b) of section 13(2)

as neither the invoice has been issued nor the date of provision of service is available as also
date of receipt of payment in the books of the suppi®also not available. Therefore, the time
of supply will be determined vide clause (c) of section 13(2) i.e., the date on which the recipie
of service shows receipt of the service in his books of account.

¢Kdzas GAYS 27F adzllie gAaftf o06S nidK !'LINAESZ 0
records the receipt of service in its books of account.

Modern Security Co. provides service of testing of electronic devices. In one case, it tested
batch of devices on 4th and 5th September but could not raise invoice till 19th November
because of some dispute about the condition of the devices on returne payment was made

in December. What is the method to fix the time of supply of the service?

The time of supply of services, if the invoice is not issued in time, is the date of payment or tf
date of provision of service, whichever is earlier [Section 13(2)(b)]. In this case, the service
provided on 5th September but not invoiced within the prescribed time limit. Therefore, 5th
September, the date of provision of service, being earlier than the dbayment, will be the
time of supply.

the

Nt

S
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18. Determine the time of supply from the given information. (Assume that service being supplied
is taxable under reverse charge)

May 4 The supplier of service issues invoice for service provided. Theredisgute
about amount payable, and payment is delayed.
August 21 | Payment made to the supplier of service

Answer:

Here, July 4 will be the time of supply, being the earliest of the two stipulated dates namely, da
of payment and date immediately following 60 days since issue of invoice.

19. Determine the time of supply in the following cases assuming that GST is payable under revers
charge:

S. |Date of payment by the recipient for supply (Date of issue of invoice by the

No. [services supplier ofservices
(i) |August10 June 29
(i) |August10 June 7
(i) |Part payment made on June 30 and bala June 29
amount paid on Septembet
(iv) [Paymentis entered in the books of account on J June 7
28 and debited in recipient's bank account on Ji
30
(v) [Payment isentered in the books of account on Ju June 29
30 and debited in recipient's bank account on Ji
26
Answer:
S Date of payment byDate of Date Time of
No. the recipient folissue of immediately supply of goods
supply of services [invoice by the [following 60 days |[Earlier of (1) &
supplier 0 from (3)]
services invoice
(1) (2) (3)
0] August 10 June29 August 29 August 10
(i) August 10 June 1 August 1 August 1
(i)  [Part payment made ¢ June29 August 29 June 30 for part
June 30 and balan payment and
August 29  for
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amount paid ol balance
September 1 amount

(iv) |Payment is entered June 1 August 1 June 28 (i.e.
the books of accoul when
on June 28 and debit payment IS
in recipient's ban entered in
account on June 30 the books

of account
of the
recipient)

(v) |Payment is entered June 29 August 29  |June 26 (i.e., whe
the books of accoul payment is debite
on June 30 and debitg Ay (G(GKS
Ay NB OA LI bank account)
account on June 26

20.Kabira Industries Ltd engaged the services of a transporter for road transport of a consignment
on 17th June and made advance payment for the transport on the same date, i.e. 17th June
However, the consignment could not be sent immediately on account stréke in the factory,
and instead was sent on 20th July. Invoice was received from the transporter on 22nd July
2 KGO A&d GKS GAYS 2F adzlllx e 2F GKS GNIF yalLkRN

Answer:

Time of supply of service taxable under reverse charge is the earlier of the following two dates
terms of section 13(3):

1 Date of payment
1 61st day from the date of issue of invoice

In this case, the date of payment precedes 61st day from the date of issue of invoice by the

supplier of service. Hence, the date of payment, i.e. 17th June, will be treated as the time
supply of service [Section 13(3)(a)]

21. A firm of advocates issues invoice for services to ABC Ltd. on 17th Feb. The payment is contest
o8& !./ [GR® 2y (GKS 3INRBdzyR GKI GO 2y | O02dzyi
dismissed by the Court for neappearance, which necessitated furer appearance for which
the firm is billing the company. The dispute drags on and finally payment is made on 3rd
November. Identify the time of supply of the legal services.

Answer:

n

Df

2 -
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Tax on services supply by a firm of advocates by way of legal services to any business entify is
payable under reverse charge by such firm of advocates. Time of supply of services that qre
taxable under reverse charge is earliest of the following two ditésrms of section 13(3):

1 Date of payment [3rd November]
1 61st day from the date of issue of invoice [19th April]

The date of payment comes subsequent to the 61st day from the issue of invoice by the supplier
2T AaSNDAOS® ¢KSNBEFT2NB>Z (KS cwmad RIFIeé FNRY {([KS
of supply. This fixes 19th April as the time of supply.

22.M/s Pranav Associates, a partnership firm, provided recovery agent services to Newtron Creditg
Ltd., a nonbanking financial company and a registered supplier, on 15th January. Invoice for
the same was issued on 7th February and the payment was made o 2gtril by Newtron
Credits Ltd. Bank account of the company was debited on 20th April. Determine the following:
(i) Person liable to pay GST
(iif) Time of supply of service.

Answer:

(i) Tax on services supplied by a recovery agent to, inter alia, a nonbanking financial compgny
(NBFC) is payable under reverse charge by suctbanking financial company. Therefore, in
the given case, person liable to pay GST is the NRE®@ton Credits Id.

(i) As per section 13(3), the time of supply of service on which GST is payable under revefse
charge is earlier of the following:
71 Date of payment as entered in the books of account of the recipient (18th April) or the

date on which the payment is debited in his bank account (20th April), whichever is earlie
{1 Date immediately following 60 days since issue of invoice by the supplier, i.e. 9th April.

-

Thus, time of supply of service is 9th April.

23.Determine the time of supply from the givemformation.

May 4 | A German company issues email informing its associated company ABC Ltd.
cost of technical services provided to it.

July 2 | ABC Ltd transfers the amount to the account of the German company

Answer:

As there is no prior entry of the amount in the books of account of ABC Ltd., July 2 will be the
time of supply, being the date of payment in terms of second proviso to section 13(3).
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Introduction: As GST is an ad valorem levy, i.e. it is levied as a percentage of the value of supply
goods and/or services, it becomes important to know how to arrive at the value on which tax is to
LI AR® t NPGA&aAZ2Y a NBT I (i mgcHanisnto congplité sirh vahi& basisdzhitthit

8. VALUE OF SUPPLY

CGST and SGST/UTGST ¢(mitage supply) and IGST (ind8tate supply) should be paid.

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024

SECTION 15/ALUE OF TAXABLE SU

SECTION 15(X) DETERMINATION OF VALUE OF SUPPLY IN CASE OF UNRELATED H
WHERE PRICE IS THE SOLE CONSIDERATEOB transaction of supply of goods / services is

made

1 between two persons who are not related to each other and

1 price is the soleonsideration for the supply

the value of supply isth@ i NI v al QG A2y @I f dzSde

U Meaning of Related personfExplanation to Section 15]Personsincluding legal persons
shalbeRSSYSR (G2 0SS a&N&fIFGSR LISNA2Yyaé AT
i. AdzOK LISNB2Ya INBE 2FFAOSNAR 2NJ RANBOU2Z2NE
ii. such persons are legally recognised partners in business;
lii. such persons are employer and employee;
iv. any person directly or indirectly owns, controls or holds twelfng per cent or more of
the outstanding voting stock or shares of both of them;
v. one of them directly or indirectly controls the other;
vi. both of them are directly or indirectly controlled by a third person;
vii. together they directly or indirectly control a third person; or
viii.they are members of the same family;

iX. persons who are associated in the business of one another in that one is the sole agent
sole distributor or sole concessionaire, howsoever described, of the other, shall b

deemed to be related.

U Meaning of Transaction value:
1. Transaction value is thgrice actually paid or payabl®r the said supply of goods or
services or both.
2. This is the price for the specific supply that is being valued. It includestbant already
paidat the time the supply is being valued for (as well as the amount payahlagrees
to be paid)and not yet paid at that time.

SECTION 12)(¢ INCLUSIONS IN TRANSACTION VAlhdEalue of supplghall include

(a) Taxes other than GST & GST Compensation:@esdaxes, duties, cesses, fees and charges
levied under any law for the time being in force other than this Act, the State Goods ang

of
e
e (C

ART

2 ¥

or

11%
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Services Tax Act, the Union Territory Goods and Services Tax Act and the Goods and Seryices
Tax (Compensation to States) Attharged separately by the supplier

ExampleFor instance, if a supplier of goods pays municipal tax in relation to the goods beirg
supplied and charges the same separately, such tax will form part of the value of supply.

0 TCS under Incom&ax Act, 1961 not includible in the taxable value for the purpose of
GST:The CBIC vide Circular No. 76/50/2018 GST dated 31.12.2018 (amended vide
corrigendum dated 7.03.2019) has clarified that for the purpose of determination of valug
of supply under GSTax collected at source (TCS) under the provisions of the Income Tak
Act, 1961 would not be includible as it is an interim levy not having the character.of tax

(b) Payments made to third parties by the recipienfny amount that the supplier is liable to
payin relation to such supply but which has been incurred by the recipient of the supply an
not included in the pricactually paid or payable for the goods or services or both;

S

U Note: Amount paid by the recipient to third parties will be added to the value under this
clauseonly when the supplier is under contractual liability to make payntersich third
parties and the said payment is in relation to such supply.

ExampleDN} YR . AT O2yGNXOlGa 6AGK ' ./ [ 20 (2 02
Grand Biz contracts with vendors to deliver goods / services, like water, soft drinks, augio
system, projector, catering, flowers etc. at the venue on the stipulated datbs stipulated
prices. Grand Biz is liable to make these payments as contracted.

The soft drinks supplier wants payment upon delivery; ABC Co. agrees to pay the bill raiseq by
the soft drinks vendor on Grand Biz, on receiving the crates of soft drinkamidust is not
billed by Grand Biz to ABC Co. However, it would be added to the value of supply provided by
Grand Biz to ABC Co. for payment of GST.

(c) Incidental expensesincidental expenses, including commission and packimayged by the
supplier to the recipient of a supply and any amount charged for anything done by th¢
supplier in respect of the supply of goods or services or hothe time of, or before delivery
of goods or supply of services

14

U CommissionThis may be paid to an agent and recovered from the buyer of the goods
services; this is part of the value of the supply.

U Packing,if charged by the supplier to the recipient, is similarly part of the value of the
supply.

U Inspection or certification charges another element that will be added to the value, if
incurred before/at the time of supply and billed to the recipient of supply.

U Installation andtestingchargels it G KS NBOALIASY(iQa aA0S ¢Aff
charged for something done by the supplier in respect of the supply, at the time of makinp
the supply.
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0 Weighment charges, loading charges, designing charges etc. incurred before/at the time
of supplywill be added to the value, if billed to the recipient of supply.
U Outward freight, transit insurance
1. Wherethed dzLJLJ A SNJ | ANBS& (12 RSt AQSaidairdGes 33 2 F
for transport and insurance, the contract of supplgcomes a composite supplghe
principal supply being the supply of goods. Therefore, outward freight and transi
insurance become part of the value of the composite supply &8I is payable
thereon at the same rate as applicable for the relevant goods.
2. However, if thecontract for supply is on efactory basiswhere buyer pays the
outward freight and insurance, the samal not be included in the value of suppl¥y
goods.

(d) Interest, late fee or penalty for delayed paymeninterest or late fee or penaltfor delayed
payment of any consideration for any supply;

Example:! & dzLJLJX & LINAOSR I HXnnn A& YIFIRSZI |6
Thereatfter, interest @ 12% p.a. is chargeable. The paymestas/ed after the lapse of two
Y2ydKa FTNRBY (GKS RIFIGS 2F adzll ed ¢KS | Y2dayi
HXnnn F2N) 2yS Y2yGK | FGSNI GKS FTNBS ONBRAG
added to the value and thus, the valgef & dzLJLX & @At ¢2NJ 2dzi |z
interest to be exclusive of GST.

U Note:
a. Time of supplyfor such interest/ late fee/ penalty is the datehen such amount is
received by the supplier.
b. Further, since such charges are an addition in the value of sugatye rate of tax as
applicable on the main supply of goods / servace applicable on such charges as
well.

(e) Subsidies linked with price:

0 Subsidy is aum of money given to keep the prioéa service or commodity low.

U The subsidy iadded to the value of supply of the supplier who receives the subsidy.

U It must be noted thatonly subsidies directly linked to the price of goods/services are
addedto the value.
Blanket subsidy/donation received are not includilrig¢he value.
Note that if thesubsidy is given by the State or Central Governmi¢mgnot to be added
to the value of supply.

Examplet KS aAStfAy3a LINAOS 2F | y203S062271 Aa p I
a0Kz22fax I O2YLIlyeée dzasSa Ada /{w FTdzyRrRa (2| L
Hn LISNI y20iS06221® ¢KS @It dzS 2 F-gavérineny ulisigyd 2 P |
If the same subsidy is paid by the Central Government or State Government, the value of the
y20S0221 62dAf R 0SS HN o
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lll. SECTION 15(3)EXCLUSION OF DISCOUNTS FROM VAidJiZalue of the supplghall not
include any discounivhich fulfils the conditions specified in section 15(3). Discounts that are
allowed as deduction from the value are as follows:
(a) Discounts given before or at the time of supply and shown in the invoiEgample for such
discount can be discounts that are offered for making the payment at the time of supply itself.
Such discounts are thus, recorded in the invoice and thus, GST is charged on the gross v@lue
less discount recorded in the invoice.
(b) Post supply discounts:
1 Itisnot always commercially feasible determine all discounts before or at the time of
supply or record them in the invoice. Examples of such discounts are cash discount,
quantity/volume/performance discount etc. In such cagegially the GST is paid on the
gross valueindicated in the invoice without considering the discount. Tupplier,
however, passes the discount to the buyers subsequently by issuing credit notes
1 Post supply discounts, i.the discounts that are given after supply is made, are allowed
as a deduction from the value of suppilyhe following two conditions are satisfied
i. Discount is in terms of aagreement that existed at the time of supply andn be
specifically linked to relevant invoicése.,can be worked out invoiceise); and

ii. Proportionate input tax credit is reversed by the recipienthe buyer would have
availed input tax credit (ITC) of GST payable on the gross value specified in the invoife.
Thus, when a creditote is issued to him by the supplier for the discouhg buyer
will reverse the proportionate crediconsequent to whichl KS & dzLJLJ A SNIp &
liability will be reduced by the same amount.

If any of the above conditions are not satisfied, B&T liability of supplier cannot be
reduced The supplier, however, can issue a commercial credit (evtit note which is
not covered under GST law and is issued only for the value of discount/reduction in vajue
of the supply, without any GS®) the value of discountn such a scenario, the buyer will
not be required to reverse any input tax credit.

U Allowability of certain specific types of discounts offered by the suppliers as clarified vide
Circular No. 92/11/2019 GST dated 07.03.2019

. {GF33SNBR RAAO02dzyia 0 Win dage osaduded digcoudt§e Y 2 NS
of discount increases with increase in purchase volugweh discounts are shown on the
invoice itself. Such discounts are excluded to determine the value of supply.

Forexamplghy S YIF & 3SG wmn 22 RAaO2 da/20% digduht faldzNO K
LIdZNOKF aSa | a2yRS o v miRAQekdzy i F2 Nd LIdzZNOK I f S

ii. Periodic/year ending discounts/volume discounts:
1 These discounts are offered by teappliers to their stockisisetc.
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For exampleGet additional discount of 1% if you purchase 10,000 pieces in a year, g

additional discount of 2% if you purchase 15,000 pieces in a year.

Such discounts are established in terms ohgreement entered into at or before the

time of supplythough not shown on the invoice as the actual quantum of such
discounts gets determined after the supply has been effearetigenerally at the year

end.

RA&GO2dzy i a¢ @

Such discounts are passed on by the supphisvugh credit notes
Suchdiscounts are excludetb determine the value of supplgrovided they satisfy

In commercial parlance, such discounts are colloquially referred tax &2 t dzY

the parameters laid down in section 15(8)cluding the reversal of ITC by the recipient

of the supply as is attributable to the discount on the basis of document (s) issued b

the supplier.

iii. Secondary discounts:

1

the supply is already over.

These are the discounts which aret known at the time of supplgr are offered after

For example, M/s A supplies 10,000 packets of biscuits to M/s BGit per packet.
Afterwards, M/s A revalues it at 9/- per packet. Subsequently, M/s A issues credit

note to M/s B for 1/- per packet.

Such secondary discourgbkall not be excludednhile determining the value of supply

as such discounts ar®t known at the time of supply and the conditions laid down in

section 15(3)(b) are not satisfied

even if the conditions mentioned in section 15(3)(b) are not satisfied.

for the purposes of GST.

Examples of certain discounts and their deductibility:

Discount

Deductibility

Royal Biscuit Co. gives a discount of 30%
the list price to its distributors. Thus, for «
carton of Spice bisk, in the invoice the lis
LINAOS A& YSyYyiGdAzySR
discount of 30% is given to arrive at th
FAYLFE LINROS 27 M T

The discount is deductible. The value is
140, as the discount is allowed at the time
supply and shown in the invoice.

The agreement of Raju Electrical Applianc
with its dealers is that purchase of ric
cookers over 1000 pieces in the Diwag
month will entitle them to discount of 5%
per cooker.

The quantum of discount can be determin
only at the end of Diwali month. Howeve
since the agreement relating to discou
was in existence at the time of supply, a
the discount can be worked out for ea

invoice, such post supply discount will
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Such credit notes do not include G&id do not have any impact on value of supply
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allowed as a deduction from the value
supply of rice cookers.

Raju Electrical Appliances can issue cr
note for 5% of the value of goods along w
GST and claim adjustment of excess tax p
The dealer must reverse the proportiona
input tax credit on the relevant stock t
bring it in line with the reduced tax.

Pink and Blue Pvt. Ltd. (PBPL) sold good§ PBPL can reduce its GST liability of
hNIy3S t@dide [ G§R® 6 I monthof February by 180. OPL would hay
50,000 (exclusive of taxes and discoun{ paid 57,820 ( 50,000 + 9,000- 1,000-
YR OKI NHSR > n n| 180)to PBPL on 10th February

terms of supply stipulated that discount @
2% will be given to OPL if it makes th
payment within one month of the supply.
ht[ +F@FAf&a GKS Ay Lk
the month of January and makes th
payment for the goods on 10th February
t.t[ A&da&ddzSa ONBRAID

T2N) @OFtdzS 2F RAaO
proportionate IGSTleviable thereon] to
OPL on 11th February. After receiving cre
y20Ss ht[ NBOSNESA

180 attributable to the discount given by
the PBPL.

In the above example, if the terms of supp
did not provide for discount @ 2% fqg
payment within one month but PBPL offer

The discount will not be allowed as
deduction from the value. PBPL will issu
commercial credit note for only the value

such discount to OPL at the time (¢ discount,i.e.for  1,000. OPL will not reve
payment after negotiation any input tax credit and PBPL will also not
able to reduce its GST liabilityrfthe month
of February. In this case, OPL would pa
58,000 (" 50,000 + " 9,000 1,000) to PBP
on 10th February.

IV. SECTION 15(A)Nhere the value of the supply of goods or services or both cannot be determined
under subsection (1), the same shall be determined in such maasenay be prescribedhat
is, if the transaction is with a related party, and/or price is not the sole consideration for the
supply of goods / services, then the value will be determined in the manner as presavitied,
means as stipulated in the rules for valuation
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V. SECTION 15(5\otwithstanding anything contained in sigection (1) or sulsection (4), the
value of suclsupplies as may be notified by the Governmentthe recommendations of the
Councilshall be determined in such manner as may be prescribed.
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1. Black and White Pvt. Ltd. has provided the following particulars relating to gosdsl by it to

QUESTIONS

Colourful Pvt. Ltd.

Particulars

List price of the goods (exclusive of taxes and discounts) 50,000

Tax levied by Municipal Authority on the sale of such good 5,000

Packing charges (not included in price above) 1,000
. f1FPO01 FYR 2KAGS t@0d [GR® NBROSAOSR HXnnJ
LINA OS 27 pnnnn 2F GKS 3I22Ra Aa FFGSNI O2

Black and White Ltd. offers 2% discount on the list price of the goods which is recorded in the
invoice for the goods. Determine the value of taxable supply made by Black and White Pvt. Ltg

Answer:
Computationof value of taxable supply

Particulars
List price of the goods (exclusive of taxes and discounts) 50,000
Tax levied by Municipauthority on the sale of such goods [Includible in 5,000
value as per section 15(2)(a)]
Packing charges [Includible in the value as per section 15(2)(c)] 1,000
Subsidy received from a ngdovernment body [Since subsidy is received 2,000
anon-Government body, the same is included in the value in terms of sg
15(2)(e)]
Total 58,000
Less: Discount @ 2% on ? 50,000 [Since discount is known at the time o 1,000
and recorded in invoice, it is deductible from the value in termsaitior]
15(3)(a)]
Value of taxable supply 57,000

2. Samriddhi Advertisers conceptualised and designed the advertising campaign for a new

Answer.

product launched by New Moon Pvt Ltd. for a consideration of5,00,000. Samriddhi
Advertisers owed 20,000 to one of its vendors in relation to the advertising service provided
by it to New Moon Pvt Ltd. Such liability of Samriddhi Advertisers was discharged by New Moon
Pvt Ltd. New Moon Pvt Ltd. delayed the payment of consideration and thus, paid,000 as
interest. Assume the rate of GST to be 18%.

Determine the value of taxable supply made by Samriddhi Advertisers

Computationof value of taxable supply

Particulars
Service charges 5,00,000
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3.

Answer:

Payment made by New Moon Pvt. Ltd vendor of Samriddhi Advertisd 20,000
[Liability of the supplier being discharged by the recipient, is includible
value in terms of section 15(2)(b)]

Interest for delay in payment of consideration [Includible in the value in t 12,712
of section 15(2)(d) Refer note below] (rounded off)
Value of taxable supply 5,32,712

Note: The interest for delay in payment of consideration will be includible in the value of suppl
but the time of supply of such interest will be the date when such interest is received in terms ¢
section 13(6). Such interest has been assumed to be inclos®8T and thus, the value has been
computed by making back calculations [Interest * (100/100+tax rate]. It is also possible to assur

GKS AyiGSNBad (G2 0S8 SEOtdzaagdsS 2F D{¢od Ly GK|

Are postsupply discounts eligible for deduction from the value of supplies in all situations?
Explain.

No, the postsupply discounts are not eligible for deduction from the value of supplies in al
situations. Such discounts are allowed as a deduction from the value of supply only in th
situations where the following two conditions are satisfied:

A. The discount is in terms of an agreement that existed at the time of supply and can be worksg
out invoicewise; and

B. Proportionate input tax credit (ITC) is reversed by the recipi&éht buyer would have availed
ITC of GST payable on the gross value specified in the invoice. Thus, when a credit not
issued to him by the supplier for the discount, the buyer will reeghe proportionate credit;
O2yaSldsSyid G2 6KAOKZI GKS &adzldLd A SNDa 2 dziL)

If any of the above conditions are not satisfied, psgpply discount is not allowed as a deduction
from the value of supply and consequently, GST liability of the supplier does not get reduced.

Sharp Minds Institute provides coaching for engineering entrance examinations. Monthly fee
OKFNASR o6& (KS LyaidAdaddziS FNRY | &aGdzRSyd A3
to provide education to underprivileged children. It trains 10 studenévery year for entrance
examinations free of cost.

¢KS LyaidAaiddziS KFra NBOSAOSR oxnnInnn | a
G2NJAy3 Ay (GKS FINBIF 2F SRdzOF GA2y F2N) dzy RS
(in lumpsum) during the month to the Institute as it is serving the c&uof underprivileged
children.

Determine the value of supply of education services made by Sharp Minds Institute during the
month.

—n

[N

pd

02
(W)

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024 193




Answer:

As per section 15(2)(e), the value of a supply includes subsidies directly linked to the prige,
excluding subsidies provided by the State Governments and the Central Government. In the gijen
case, though the subsidy is given by a4@overnment body, theamne is not includible in the
value as it is given in lumpsum and not directly linked to the price of the supply being valuefl.
Therefore, the value of supply made by Sharp Minds during the montB,30,000.

5. Furniture Wala is a chain of retail showrooms selling both modern and classic furniture. In order
to build strong customer association, the showroom provides free delivery of the furniture at
the premises of the customers if the distance between the sho@rd | YR G KS Oldza
premises is upto 20 kms. Where the distance is more than 20 kms, the showroom charges
O2yO0Saarz2ylt FTNBAIKG 27 Mn F2NJ SOSNE | RAA
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aad® [SSYl YILR22N LIHz2NOKIF&asSa | R2dzofS 6SR:X
from Furniture Wala. Ms. Leena gets free delivery of the furniture as her residence is located at
a distance of 18 km from the showroom. The showroom incurs an ekpeA (i dzZNBE 2 F
RSt AGSNAY3I (GKS FdzNYyAGdAzNBE |G aadad [SSyl Qa NHaA

Determine the value of taxable supply made Wyurniture Wala. Will your answer change if
residence of Ms. Leena is 50 km away from the showroom?
Answer:

In the given case, the showroom is not charging any amount towards freight from Ms. Leena but
incurring the same out of its own pocket. Therefore, the same should not be added to the valu
Hence, the value of supply will be2,00,000.

1%

However, the answer will change in the second case when the showroom will cha@fefor
freight [(50kmg 20 km) x 10] from Ms. Leena. In this case, the supply will be a composite suppl
(principle supply being the supply of furniture) and value thereof will BeD0,300.

6. AKJ Foods Pvt. Ltd. gets an order for supply of processed food from a customer. The customer
wants the consignment tested for gluten and specified chemical residues. AKJ Foods Pvt. Ltdl.
does the testing before the supply and charges a testing fee for thme from the customer.
AKJ Foods Pvt. Ltd. argues that such testing fess should not form part of the consideration fo
the sale as it is a separate activity.

LA GKS O2YLIl yeQa | NBdzYSyid O2NNBOGU Ay (GKS f[A3

—

Answer:

Section 15(2) mandates addition of certain elements in the value of supply. Clause (c) of sectfon
15(2) specifies that amount charged for anything done by the supplier in respect of the supply pat
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Answer:

Answer:

Answer:

the time of or before delivery of goods or supply of services shall be included in the value
supply.

Since AKJ Foods Pvt. Ltd. does the testing before the delivery of goods, the charges therefor
0S AyOfdzRSR Ay GKS @FftdzS 2F GKS O2yaradyys
correct. The testing fee should be added to the price to arivealue of the consignment.

. A philanthropic association makes a substantial donation each year to a reputed private
management institution to subsidize the education of leimcome group students who have
gained admission there. The fee for these individuals is reduced thereby coming3dakh a
year compared to 5 lakh a year for other students. What would be the value of the service of
coaching and instruction provided by the institution to the loomcome group students?

As per section 15(2)(e), the value of a supply includes subsidies directly linked to the prig
excluding State Government and Central Government subsidies. In this case, the subsidy is
received from the Government but from a philanthropic associatidrerefore, the subsidy is to

0S IRRSR o6FO1 (2 GKS LINAROS G2 I NNAGS G GK

. Mezda Banners, an advertising firm, gives its customers an intefest credit period of 30 days
for payment. Its customer ABC paid for the supply 32 days after the supply of service. Mezd3
Banners waived the interest payable for delay of two days. ThepBement wants to add

interest for two days to the value of supply. Should notional interest be added to the value?

This is a supply that is valued as per transaction value under section 15(1) as the price is the 1
consideration for the supply and the supply is made to unrelated person. The value of a supj
includes certain elements like interest which are actupllyable. Once waived, the interest is
not payable and is therefore, not to be added to the value.

. Crunch Bakery Products Ltd sells biscuits and cakes through its dealers, to whom it charges tH
list price minus standard discount and pays GST accordingly. When goods remain unsold wit
the dealers, it offered additional discounts on the stock as an intea to push the sales. Can
this additional discount be reduced from the price at which the goods were sold, and
concomitant tax adjustments made?

The discounts were not known or agreed for at the time of supply of goods to the dealerg.
Therefore, in terms of section 15(3), such discounts cannot be reduced from the price on whig

tax had been paid.

will
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10.Red Pepper Ltd., Delhi, a registered supplier, is manufacturing taxable goods. It provides thg
following details of taxable interState supply made by it during the month of March.

S.No | Particulars Amount
1 List price of taxable goods supplied intstate (exclusive of taxes) 15,00,000
2 Subsidy received from the Central Government for supply of taxa| 2,10,000

goods to Government School (exclusively related to supply of go
included at S. No. 1)

3 Subsidy received from an NGO for supply of taxable goods to an old 50,000
home (exclusively related to supply of goods included at S. No. 1)

4 Tax levied by Municipal Authority 20,000

5 Packing charges 15,000

6 Late fee paid by the recipient osupply for delayed payment o] 6,000

consideration (Recipient has agreed to pay ~ 6,000 in lump sum an(
additional amount is payable by him)
The list price of the goods is net of the two subsidies received. However, the other
charges/taxes/fee are charged to the customers over and above the list price. Calculate thg
total value of taxable supplies made by Red Pepper Ltd. during the month ofdiiaRate of
IGST is 18%.

Answer:
Particulars Amount
List price of the goods 15,00,000
Subsidy amounting to 2,10,000 received from ti@entralGovernment NIL

[Since the subsidy is received from the Government, the same |
includible in the value in terms of section 15(2)(e)]

Subsidy received from NGO 50,000
[Since the subsidy igeceived from a nofGovernment body and direc
linked to the supply, the same is includible in the value in terms of s¢
15(2)(e)]
Tax levied by the Municipal Authority [Includible in the value as per se( 20,000
15(2)(a)]
Packingcharges 15,000

[Being incidental expenses, the same are includible in the value as per
15(2)(c)]

Late fees paid by recipient of supply for delayed payment [Includible 1085
value as per section 15(2)(dAs the amount of interest received is a lu
sum amount, the same has to be taken as inclusive of GST] [? €
100/118] rounded off
Total value of taxable supplies 15,90,085
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11.M/s. Flow Pro, a registered supplier, sold a machine to BP Ltd. It provides the following
information in this regard:-

SNo. Particulars Amount
(1) Priceof the machine[excludingtaxesand other chargesnentioned af 25,000

S. Nos. (ii) and (iii)]
(i) Third party inspection charges 5,000

[Such charges were payable by M/s Flow Pro but the same have
directly paid by BP Ltd. to the inspection agency. These charges
not recorded in the invoicessued by M/s Flo Pro.]

(i)  [Freight charges for delivery of the machine [M/s Flow Pro has ag 2,000
G2 RSEtAOGSNI GKS 3I22Ra&a +d .t [

(iv)  [Freight charges for delivery of the machine [M/s Flow Pro has ag 5,000
to deliverthegoodsat t [ G R®Qa LINBYA&Sas

(v) Discount of 2% is offered to BP Ltd. on the price mentioned at S
(i) above and recorded in the invoice

Note: Price of the machine is net of the subsidy received.
Determine the value of taxable supply made by M/s Flow Pro to BP Ltd.

Answer:

Computation ofvalue of taxable supply made by M/s. Flo Pro to BP Ltd

Particulars Amount
Price of the machine 25,000

[Since the subsidy is received from the State Government, the same
includible in the value of supply in terms of section 15(2)(e)]

Third party inspection charges 5,000

[Any amount that the supplier is liable to pay in relation to the supply bu
been incurred by the recipient and not included in the price actually pg
payable for thegoods, is includible in the value of supply in terms of se
15(2)(b)]

Freight charges for delivery of the machine [Since arranging freight |mthkty] 2,000
of supplier, it is a case of composite supply and thus, freight charges are a
the value of principal supply.]

Total 32,000

Less: Discount @ 2% or25,000 being price charged to BP Ltd. [Discount 500
before or at the time of supply if duly recorded in the invoice is deductible
the value of supply in terms of section 15(3)(a)]
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Value of taxable supply

31,500

12.Shri Krishna Pvt. Ltd., eegistered supplier, furnishes the following information relating to
goods sold by it to Shri Balram Pvt. Lid.

SNo. Particulars Amount
(1) Priceof the goods [excluding taxes and other charges mentiong 100,000
at S. Nos. (iii), (v) and (vi)]
(i) Municipal tax 2,000
(i) Inspection charges 75,000
(iv) Subsidy received from Shri Ram Trust [Subsidy is directly linke] 50,000
the goods supplied]
(v) Late fees for delayed payment inclusive of GST [Shri Balram P 1,000
Ltd. paid the late feesHowever, these charges were ultimately
waived by Shri Krishna Pvt. Ltd. and the amount was refunded
Shri Balram Pvt. Ltd. during the same month]
(vi) \Weighment charges 2,000
[Such charges were paid by Shri Balram Pvt. Ltd. to Radhe Pvt
on behalf of Shri Krishna Pvt. Ltd.]

Note: Price of the goods is net of the subsidy received.
Determine the value of taxable supply made by Shri Krishna Pvt. Ltd. to Shri Balram Pvt. Ltd.

Answer:

Computation of value of taxable supply made by SKrishna Pvt. Ltd. to Shri Balram Pvt. Ltd.

Particulars Amount
Price of the goods 1,00,000
Municipal tax 2,000

[Includible in the value as per section 15(2)(a)]

Inspection charges 15,000
[Any amount charged for anything done by the supplier in respect (

supply of goods at the time of/before delivery of goods is includible i

value as per section 15(2)(c)]

Subsidy received from Shri Ram Trust [Since the subsidy is received 50,000
a nonGovernment body and directly linked to the supply, the same i

includible in the value in terms of section 15(2)(e)]

Late fees for delayed payment [Not includible since the same is wai\ NIL
off]

Weighment charges paid to Radhe Pvt. Ltd. on behalf of Shri Krishn 2,000

Ltd. [Any amount that the supplier is liable to pay in relation to the sy
but has been incurred by the recipient and not included in the price
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actually paid or payable for the goods, is includible in the value of su
in terms of section 15(2)(b)]

Value of taxable supply 1,69,000

13.Koli Ltd., a registered supplier, has supplied machinery to Ghisa Ltd. (a supplier registered if
the same State). It provides following particulars regarding the same:

SNo. Particulars Amount
(1) Price of machinery (exclusive of taxes adscounts) 5,50,000
(i)  |Part fitted in the machinery at the premises of Ghisa Ltd. 20,000

[Amount has been paid by Ghisatd. directly to the suppliel
However, it was Koli Ltd.'s liability to pay the said amount. The ¢
amount has not been recorded in the invoice issued by Koli Ltd.

(iii) Installation and testing charges for machinery, not included in pt 25,000

(iv) Discount @ 2% on price of the machinery mentioned at S. N
above (recorded in the invoice)

(v)  |Koli Ltd. provides additional discount @ 1% at year end, base
additional purchase of other machinery for which adjustment]
made at the end of the financial year without any change
individual transactions.

Determine the value of taxable supply made by Koli Ltd. to Ghisa Ltd

Answer:
Computationof value of taxable supply made by Koli Ltd. to Ghisa Ltd.
Particulars Amount
Price of machinery (exclusive of taxes and discounts) 5,50,000
Amount paid by Ghisa Ltd. directly to the supplier for the part fitted i 20,000
machinery

[Any amount that the supplier is liable to pay in relation to a supply
which has beeincurred by the recipient of the supply and not include
the price actually paid or payable for the goods is includible in the va
supply in terms of section 15(2)(b).]

Installation and testing charges 25,000

[Any amount charged faanything done by the supplier in respect of
supply of goods at the time of/before delivery of goods is includible i
value of supply in terms of section 15(2)(c).]

LessDiscount @ 2% on the price of machinery [ 5,50,000 x 2%)] 11,000
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[Since discount is given at the time of supply of machinery and recor
the invoice, the same weductible from the value of the supply in terms
section 15(3)(a).]

Less: Additional 1% discount at year end NIL
[Though the additional discount is established before/at the tim

supply, it is not deductible from the value of supply in terms of se

15(3)(b) as the same is not linked to any specific transaction and is ag

by the parties at the end of therfancial year.]

Value of taxable supply 5,84,000
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INTRODUCTIONhe GST regime promises seamless credit on goods and services across the er
supply chain with some exceptions like supplies chargeéakonder composition scheme and supply
of exempted goods and/or services. ITC is considered to be the lifeline of the GST regime. In fag
Is the provisions of ITC, which essentially make GST a value added tax i.e., collection of tax at all p
of supply chain after allowing credit of tax paid at earlier points.

DEFINITIONS:
1.

9.INPUT TAX CREDIT

Input [Section 2(59)] Input means anyoods other than capital goodssed or intended to be
used by a supplier in the course or furtherance of business.

Input service[Section 2(60)] Input service means any servigsed or intended to be used by a
supplier in the course or furtherance of business

Capital goodgSection 2(19)]Capital goods means goodise value of which is capitalizéd the
books of account of the person claiming the ITC and whichsed or intended to be used in the
course or furtherance of business

Input tax[Section 2(62)]Input tax in relation to a registered person, means teatral tax, State
tax, integrated tax or Union territory taoharged on any supply of goods or services or both made
to himand includes

a. the integrated goods and services tax charged on import of goods;

the tax payable under the provisions df3) and 9(4)

the tax payable under the provisions df3% and 5(4pf the IGST Act;

the tax payable under the provisions df39 and 9(4pf the respective GSTAct; or

the tax payable under the provisions of sséction7(3) and 7(4df the UTGSTAct,

®oooT

but does not include the tax paid under the composition levy

Input tax credit[Section 2(63)]tnput tax credit means the credit of input tax.

Inward supply [Section 2(67)]nward supply in relation to a person, shall meeaneipt of goods
or_services or bothwhether by purchase, acquisition or any other meamsh or without
consideration.

Output Tax [Section 2(82)Putput tax in relation to a taxable person, means thg chargeable
under this Act on taxable supply of goods or services or hmke by him or by his agebut
excludes tax payable by him on reverse charge basis

SECTION HELIGIBILITY AND CONDITIONS FOR TAKING INPUT TA

SECTION 16(1very registered person shall, subject to such conditions and restrictions as m4
be prescribedand, in the mannerspecified in section 4%eentitled to take credit of input tax
charged on any supply of goods or services or both towiich are used or intended to be used

tire

t, it
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y
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in the course or furtherance of his businesgl the said amount shall lmeedited to the electronic
credit ledgerof such person.

U ITC of GST will be available on goods and/or services whichseck in the course or
furtherance of the business

U ¢ K3 yd Sy (A 2hé gdbds andifar Sérvices in the course or furtherance of business
would also sufficéor availing ITC on such goods and/or services.

U Thus, tax paid on goods and or/services which are used or intended to befarsadn
business purposes cannot be availed as credit

U ITC will be credited ialectronic credit ledger.

[I. SECTION 16(2): CONDITIONS TO BE FULFILLED FOR CLAIMING ITC:
Notwithstanding anything contained in this section, no registered person shalhtiiéed to the
credit of any input tax in respect of any supply of goods or services or both to him:unless
a. 16(2)(a):He is in possession of a tax invoice or debit note issued by a supplier registered under

this Act, or such other tax paying documents as may be presciitigdd 36]

U Rule 36(1) Documents for claiming ITGTC can be availed on the basis of any of the
following documents:
i. Invoice issued by the supplier of goods and/or services
ii. Invoice issued by the recipient receiving goods and/or services from unregisterefl
supplier along with proof of payment of tax, in case of reverse charge
iii. Debit note issued by the supplier
iv. Bill of entry or similar document prescribed under the Customs Act
v. Revised invoice
vi. Document issued by input service distributor

U Rule 36(2) Details to be contained in the document3he documents basis which ITC is
being taken should contain at least the following details:
i.  Amount of tax charged
ii. Description of goods or services
iii. Total value of supply of goods and/or services
iv. GSTIN of the supplier and recipient
v. Place of supply in case of int8tate supply

U Rule 36(3) No ITC of tax paid towards demands involving frauithx paid in pursuance
of any order where any demand has beeonfirmed on account of any fraud, wilful
misstatement or suppression of facts cannot be availed as ITC.

U Rule 36(4) Restricted ITC omvoices/debit notes not furnished by supplier in his GSTR
1: No input tax credit shall be availed by a registered person in respect of invoices or del]
notes the details of which are required to be furnished under section 37(1) unless,

t
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a. the details of such invoices or debit notes have been furnished by the suppliee
statement of outward supplies in FOr@STR or using the invoice furnishing facility
(IFF); and

b. the details ofsuch invoices or debit notes have been communicated to the registered

person in Form GSTABunder rule 60(7).

aa.16(2)@a): the details of the invoice or debit note referred to in clause (a) has lheenshed
by the supplier in the statement of outward suppli&STR1, and such details have been
communicated to thaecipient of such invoice or debit noterough GST2Bin the manner
specified under section Jsame as Rule 36(4)]

b. 16(2)p):He hasreceived the goods or services or both
Explanation:For the purposes of this clause sitall be deemed that the registered person
has received the goods ,0as the case may be, services
i. where the goods are delivered by the suppligy a recipient or any other person on
the direction of such registered person, whether acting as an agent or otherwise|
before or during movement of goodsither by way of transfer of documents of title
to goods or otherwise
ii. where the services are provided by the suppli@rany person on the direction of and
on account of such registered person

Supply by A to B B entitled to avail
A bills to B ITC basis the
A ) B invoice issued by
A as
e goods/services
N Supply by B to C deemed to be
N B bills to C received by B
-.\."\.\:::-._“‘h GOOdS/SE Nices
Goods shipped/Services A being received, C
provided by A to C on C entitled to avail ITC
directions of B basis the invoice
issued by B

i Example
a. A is a trader who places an order on B for a consignment of soda ash. A receive
buying order from C for the same quantity of soda asinsi&ucts B to deliver the
goods to C, and in turn he raises an invoice on C. Though the goods are not physic
received at the premises of A, section 16(2)(b) allows ITC of such goods to A.
b. The registered head office (New Delhi) of ABC Pvt. Ltd. enters into a contract with O

Pvt. Ltd. of New Delhi for repair and maintenance of computers systems installed at ks

5 a
ally

EF
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registered branch office in Bengaluru, Karnataka. DEF Pvt. Ltd. issues an invoice|on
ABC Pvt. Ltd., New Delhi for the services provided by it. Though the actual services|are
received by the branch office and not by the head office, section 16(2)(b) Alcves
such repair and maintenance services to head office.

ba.16(2)pa):the details of input tax credit in respect of the said supply communicated to such
registered person undesection 38 has not been restricted

c. 16(2)c):ubject to the provisions of section 41, thex charged in respect of such supply has
been actually paid to the Governmerdither in cash or through utilisation of input tax credit
admissible in respect of the said supply; and

U Section 41- Availment of input tax credit

1. Every registered person shall, subject to such conditions and restrictions as may e
prescribed, beentitled to avail the credit of eligible input tax, as safsessedin his
return and such amount shall be credited to his electronic credit ledger.

2. The credit of input tax availed by a registered person undersadbion (1) in respect
of such supplies of goods or services or bdile, tax payable whereon has not been
paid by the supplier, shall be reversed along with applicable intef®stthe said
person in such manner as may be prescribed

Provided thatwhere the said supplier makes payment of the tax payablespect of the
aforesaid supplieghe said reqgistered person may-ewvail the amount of credit reversed
by himin such manner as may be prescribed.

d. 16(2)@d):he hasfurnished the return under section IESTR3B)

PROVISOS TO SEC 16(2)

1. Proviso 1:Provided that where the goods against an invoice sageeived in lots or
instalments the registered person shall entitled to take credit upon receipt of the last lot
or instalment.

Example:XYZ enters into a contract with ABC for supply of 10 MT of a chemical ¥¢t8,000

OAYyOf dzaA@S 2F D{¢ 27 My>nnno Ay GKS Y2y Gak| 2
period of three months. ABC raises the invoice for the entire amount in August and XYZ also maked the
payment in the same month but the sup@ycompleted in November. Though XYZ paid the full tax as
early as August, it can take the ITC of the same only on receipt of last instalment of the chemical in fhe
month d November.

2. Proviso2: Provided further that where a
1 recipient fails to pay to the supplier of goods or servioeboth,
1 other than the supplies owhich tax is payable on reverse charge hasis
1 the amount towards the value of supply along with {@eyable thereon
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1 within a period ofone hundred and eighty daysom the date of issue of invoice by the
supplier,

1 anamount equal to the input tax credit availday the recipientshall be added to his
output tax liability, along with interest@ 18%)hereon, in such manner as may be
prescribedRule 37]

However once the recipient makes the payment of value of goods and/or services along wit
tax, he will be entitled to avail the credit agairthout any time limit. In caseart-payment
has been made, proportionate creditould be allowed.

Exceptions This condition of payment of value of supply plus tax within 180 dags not apply

in the following situations:

a. Supplies on whictax is payable under reverse charge

b. Deemedsupplies without consideration

c. lRRAGAZ2YE YIRS (2 GKS @I f dzS 2 7 inéetiiahid suéha
supplies, being incurred by the recipient of the supply

[ll. SECTION 16(8)TC ON CAPITAL GOODSere the registered persdmas claimed depreciation
on the tax componenof the cost of capital goods and plant and machingmgder the provisions
of the Incometax Act, 1961theinput taxcredit on the said tax component shall not be allowed.

IV. SECTION 16(4:registered person shailbt be entitled to take input tax credih respect of any
invoice or debit note for supply of goods or services or both
1 after 30" day of Novembefollowing the end of financial yeao which such invoice or debit
note pertains or
1 Date offurnishing of therelevant annual return
whichever iarlier.

Note: The time limit u/s 16(4) does not apply to claim foraeailing of credit that had been
reversed earlier.

SECTION 17: APPORTIONMENT OF CREDIT & BLOCKE

I. SEC 17(19 Inputs used partly for business and partly for other purpos&¥here the goods or
services or both are used by the registered pergartly for the purpose of any business and
partly for other purposesthe amount of credit shall be restricted to so much of the input tax as
is attributable to the purposes of his business.
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. SEC 17(2)nputs used partly for taxable supplies and partly for other suppli¥ghere the goods

. SEC 17(6)he Govt may prescribe the manner in which credit referred to in 17(1) & (2) may be

Example: A registered person is in the business of manufacturing shoes. He gave 50 pairs of §
to his friends free of cost. ITC on inputs and input services attributable to such 50 pair of sh
being used for notusiness purposes will not be available

or services or both are used by the registered pernsartly for effecting taxable supplies including
zerorated suppliesinder this Act or under the Integrated Goods and Services Taandqgiartly
for effecting exempt suppliesnder the said Acts, thamount of credit shall be restricted to so
much of the input tax as is attributable to the said taxable supplies includingat¥d supplies

9EI YLX SY ! NBIAAGSNBR LISNE2Y YI ydzZFl OGdzNB&a | L
G2 bL[ NIXGS 2F GFE |yR | LNRRdAZOG Ww»Q 6KAOK A3
products are manufactured from common inputs dngut services. ITC on inputs and input services
FGOdNROGdzil 6f S (2 LINRBRAzOG W, Q 6SAy3 +y SESYLWN a

SEC 18) ¢ INCLUSIONS IN EXEMPT SUPRIeYalue of exempt supply under sséction (2)
shall be such as may be prescribed, and shall include

1 supplies on which the recipient is liable to pay tax on reverse charge basis,

i transactions in securities,

1 sale of land and,

1 sale of buildingsubject to 5(b) of Schedule Il

Explanation For the purposes of thisstb SO A2y X GKS SELINB&aairzy

hoes
Des

Uy T

1zLJL

W

not include the value of activities or transactions specified in Schedule Ill, except those specifipd

in paragraph 5 of the said Schedule.

attributed. [Rule 42 & 43 to be discussed at CA Final Level]

SEC 17(49 OPTION FOR BANKING COMPAMHSNnking company or a financial institution

including a norbanking financial company, engaged in supplying services by way of accepti

deposits, extending loans or advances shall have the option to

1 either comply with the provisions of sukection17(2), or

1 avail of, every month, an amount equal to fifty per cent of the eligible input tax coedit
inputs, capital goods and input services in that month andrdse shall lapse.

Provided that the optioronce exercised shall not be withdrawn during the remaining pathe
financial year
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VI.

Provided further that theestriction of fifty per cent shall not appty the tax paid on supplies
made by one registered person to another registered person havingahme Permanent Account
Number.

U Rule 38: Claim of credit by a banking company or a financial institution

1 Abanking company or a financialstitution including a NBFC, which accepts deposits, or
extendsloans or advances, has the option to limit its availment of ITC to 50% of the eligibl
ITC on inputs, capital goods and input services each month andalhece amount of
input tax credit shall be reversed in FORM GSBR

1 Credit of tax paid on inputs and input services that are useddorbusiness purposes
anditems mentioned u/s section 17(flocked creditycannot be availed.

1 Therestriction of availing 50% IT€hall not apply tahe tax paid onsupplies procured
from another registration within the same entitye., 100% credit of such tax can be
availed.

1 The option once exercisethnnot be changed during the remaining part of the financial

year,

SEC 17(5)BLOCKED CREDMBtwithstanding anything contained in sidection (1) of section
16 and subsection (1) of section 18, input tax credit shall not be available in respect of the
following, namely:

a. Motor vehicles fortransportation of personshaving approvedeating capacitykl3 persons
(including the driver)
Except when they are used for making the following taxable supplies, namely:
a. further supply of such motor vehicles; or
b. transportation of passengers; or
c. imparting training on driving such motor vehicles;

aa.Vessels and aircraft

Except when they are used

(i) for making the following taxable supplies, namely:
(A) further supply of such vessels or aircraft; or
(B) transportation of passengers; or
(C) imparting training on navigating such vessels; or
(D) imparting training on flying such aircraft;

(i) for transportation of goods;

ab. Services of general insurance, servicing, repair and maintenance in so far as they relate t
motor vehicles,vessels or aircraft referred to in clause (a) or clause (aa):
Provided that the input tax credit in respect of such services shall be available

(i) where the motor vehicles, vessels or aircraft referred to in clause (a) or clause (aa) afe

used for the purposes specified therein
(i) where received by taxable persorengaged

7

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024 207




()] in the manufacture of such motor vehicles, vessels or aircaft
() in the supply ofgeneral insurance servicas respect of such motor vehicles,
vessels or aircraft insured by him;

Some examples:

1. ITC on cars purchased by a manufacturing company for official use of its employeegq
blocked.

2. ITC on cars purchased by a car dealer for sale to customers is allowed.

3. ITC on cars purchased by a company engaged in renting out cars for transportation
passengers, is allowed

4. ITC on cars purchased by a car driving school is allowed.

of

5. ITC on buses (seating capacity for 24 persons) purchased by a company for transportatjon

of its employees from their residence to office and back, is allowed.

6. ITC on trucks purchased by a company for transportation of its finished goods is allowelji.
ed

7. ITC on aircraft purchased by a manufacturing company for official use of its CEO is bloc
8. ITC on aircraft purchased by an Aviation School providing training ofiymag aircrafts,
is allowed.
9. ITC on general insurance taken on a car used by employees of a manufacturing comp
for official purposes, is blocked.

10.ITC on maintenance & repair services availed by a company for a truck used for

transporting its finished goods, is allowed.

ANy

11.1TC on general insurance services taken on cars manufactured by a car manufacturing

company is allowed.

. The following supply of goods or services or both

(i) food and beverages, outdoor catering, beauty treatment, health services, cosmetic and
plastic surgery, leasing, renting or hiring of motor vehicles, vessels or aircraft referred
to in clause (a) or clause (aa) except when used for the purposes specifiectith, life
insurance and health insurance

Provided that the input tax credit in respect of such goods or services ordinath be
availablewhere an inward supply of such goods or services or bathed by a registered
personfor making an outward taxable supply of

1 the same category of goods or services or both

1 as arelement of a taxable composite or mixed supply;

(i) membership of a club, health and fitness centrend
(i) travel benefits extended to employees on vacation such as leave or home travel
concession

Provided that the input tax credit in respect of such goods or services or $iwh be
available where it isobligatory for an employer to provide the same to its employeeder
any law for the time being in fordghis proviso is applicable for all (i), (ii) and (jii)
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Someexamples:

1. A manufacturing company purchases food items for being served to its customers, free
cost. ITC on such goods is blocked.

2. AB & Co., a caterer of Amritsar, has been awarded a contract for catering in a marriage

be held at Ludhiana. The firm has given the contract for supply of snacks, to be served i

the marriage, to CD & Sons, a local caterer of Ludhiana. ITC on suclrocdtkring
services availed by AB & Co., is allowed.

3. ITC on outdoor catering services availed by a garment exporter for a marketing eve
organised for its prospective customers, is blocked.

4. Outdoor catering service is availed by a company to run a free canteen in its factory. T
Factories Act, 1948 requires the company to set up a canteen in its factory. ITC on s
outdoor catering is allowed.

5. The Managing Director of a company has taken membership of a club, the fees for whi
is paid by the company. ITC on such service is blocked.

6. A company avails services of a travel agency for organizing a free vacation for its tq
performing employees. ITC on such services is blocked.

. Works contract services when supplied faonstruction of an immovable propertyother
than plant and machinery) excepwhere it is an input service for further supply of works
contractservice

However ITC is available for routine construction related services like repairs, maintenancé¢

renovation etc. of office and factory buildinghus, broadly, ITC in respect of construction
services iot available when the expenses are capitalisetlooks of account.

Note: Here, it needs to be noted that capitalisation of an expense does not depend on

whether the taxpayer intends to avail ITC, but on the basis of Accounting Standards and GA

U Plant and machinery:at £ I yi | YR Y| @QdodrafuS, NeguipmehtS ang a
machinery fixed to earth by foundation or structural suppdtat are used for making

outward supply of goods and/or services and includes such foundation or structurd

support butexcludes land, building or other civil structures, telecommunication towers,
and pipelines laid outside the factory premises.

Some examples:

1. ITC on works contracts services availed by a software company for construction of its offi
is blocked.

2. CD & Co., a works contractor of Noida, has been awarded a contract for construction o
commercial complex in Lucknow. The firm avails services of EF & Co., a local wd
contractor of Lucknow, for the construction of complex. ITC on such works coetvéats
availed by CD & Co., is allowed.

of

fo

14
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3. ITC on works contract services availed by an automobile company for construction of a
foundation on which a machinery (to be used in the production process) is to be mountgd
permanently, is allowed.

4. ITC on works contract services availed by a manufacturing company for construction |of
pipelines to be laid outside its factory, is blocked.

5. A consulting firm has availed services of a works contractor for repair of its office building.
The company has booked such expenditure in its profit and loss account. ITC on spch
services is allowed.

6. A telecommunication company has availed services of a works contractor for repair of is
office building. The company has capitalized such expenditure. ITC on such services is
blocked.

d. Goods or services or both received by a taxable person for construction of an immovable
property (other than plant or machinerydn his own accounincluding when such goods or
services or both are used in the course or furtherance of business

Explanation:For theLJdzZN1J2 4 Sa 2F Of I dziSa o000 FyR ORU
re-construction, renovation, additions or alterations or repairs, to the extent of capitalisation,
to the said immovable property

™

Some examples:
1. A company buys cement, tiles etc. and avails the services of an architect for constructipn
of its office building. ITC on such goods and services is blocked.

2. MN & Constructions procures cement, paint, iron rods and services of architects and
interior designers for construction of a commercial complex for one of its clients. ITC pn
such goods and services is allowed to MN §Sme not on its own account]

3. MN & Constructions procures cement, paint, iron rods and services of architects and
interior designers for construction of a complex itsrown use ITC on such goods and
services isiot allowed to MN & C@Since on its own account]

4. A company buys cement, tiles etc. and avails the services of an architect for renovation|of
its office building. The company has booked such expenditure in its profit and loss accoynt.
ITC on such goods and services is allowed.

5. ITC on goods and/or services used by an automobile company for construction off a
foundation on which a machinery (to be used in the production process) is to be mounts
permanently, is allowed.

174
o

e. Goods or services or both on which tax has been pamndler section 10 (Composition levy)

A supplier registered under composition scheme cannot collect tax from its customers. A
composition supplier payslampsum tax at a specified rate on its quarterly turnoddence
17(5)(e) specifically blocks the ITC on inward supplies received by a taxable person from a
composition supplier
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f.

fa.

h.

Goods or services or botheceived by a norresident taxable persorexcept on goods
imported by him

Essentially, a neresident taxable person has no fixed place of business in India but hg
sporadically supplies goods or services in India. Tax paid on goods and/or services receive
such nonrresident taxable person, is not available as ITC. However, tax paid by him d
imported goods is allowed as ITC.

Goods or services or both received by a taxable person, which are used or intended to be
used for activities relating to his obligations under corporate social responsibility referred
to in section 135 of the Companies Act, 2013;] [Inserted by The Fin&ute2023, effective
date yet to be notified]

Goods or services or both used fpersonal consumption
ExampleMr. X owns a grocery store. He procures rice, wheab#ulits for being sold in its
store. Out of the inventory so purchased, he gives 10 kgs each of rice and wheat to his wife

4

| by
n

for

household use. Being used for personal consumption, ITC on 10 kg of rice and 10 kg of wheat

is blocked.

Goodslost, stolen, destroyed, written off or disposed of by way of gift or free samples

U Circular No. 92/11/2019 GST dated 28.03.2019 has clarified the entitlement of ITC in thd
hands of supplier in respect of various sales promotional schemes

A. Samples and free gifts

1 Samples which are supplied free of cost, without any consideration, do not qualify
& & adzLILX Sexceptiayh&Stdadivitgfalls within the ambit of Schedule
| of the CGST Act

1 Thus where the activity of distribution of gifts or free sampliedls within the
a021)S 2F dadzaJ)xee 2y | 002dzyi 23JuppyKS
between distinct persons)f the said Act, thesupplier would be eligible to avail
the ITC.

B. Buy one get one free offer
1 It can at best be treated as supplying two goods for the price of one.

1 Taxability of such supply will be dependent upon as to whether the supply is &

composite supply or a mixed supply and the rate of tax shall be determined as pe
the provisions of section 8.

1 ITCshall be available to the supplifar the inputs, input services and capital goods
used in relation to supply of goods or services or both as part of such offers.

r
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C.5A402dzyia AyOf dzRAY I W Trizduppies 3hal e entlled$o Y2 N

avail the ITGor such inputs, input services and capital goods used in relation to the
supply of goods or services or both on such discounts.

D. Secondary discountsThese are the discounts which are not known at the time of
supply or are offered after the supply is already over. Such discounts shall not be
excluded while determining the value of supplhere is no impact on availability or
otherwise of ITC in the hands of supplier in this case.

U Circular No. 72/46/2018 GST dated 26.10.2018: ITC reversal when return of time expire(
medicines/drugs are treated as fresh supplyhe retailer/ wholesaler can return the time
expired goods, either by treating the samefeesh supply or by issuing credit notes.
Return of timeexpired goods by treating the same as fresh supply
a. In case the person returning the time expired goodsrsgistered person (other than

a_composition taxpayerhe may, at his option, return the said goods by treating it is
as a fresh supply and therelgsuing an invoice for the sanfleereinafter referred to
4 GKSXZ GNBOGdzNY &dzLILJ @0

b. The wholesaler or manufacturer, as the case mayvid®) is the recipient of such
return supply, shall be eligible to avail [#the tax levied on the said return supply
subject to the fulfillment of the conditions specified in section 16

c. In case thgerson returning the timeexpired goods is a composition taxpaylee may
return the said goods by issuing a bill of supply and pay tax at the rate applicable tola
composition taxpayer. In this scenatiwere will not be any availability of ITt@ the
recipient of return supply.

d. In casdhe person returning the time&xpired goods is an unregistered persbe may
return the said goods by issuing any commercial document without charging any tax
on the sameThere will not be any availability of IT&Cthe recipient of return supply.

e. Where the goods returned by the retailer/wholesaler as a fresh suppéydestroyed
by the manufacturerhe/she is required toeverse the ITC availed on the return supply
in terms of section 17(5)(h).

f. It is pertinent to mention here that théTC which is required to be reversed in such
scenario is the ITC availed on the return su@pig not the ITC that is attributable to
the manufacture of such time expired goods.

g. The clarification may also be applicable to return of gdodseasons other than being

time expired.
OEI YLX SY LT I YI ydzF I Ol daNBAImE bf nankfa@tird of S R

YSRAOAY Sa @I-fAdaBeRtimeé af return of such/medicine on the account of
expiry, the ITC available to the manufacturer on the basis of fresh invoice issued py
g K2t Sal f S99 when the time expined goods are destrdyethe manufacturer,

KS 62dZ R 06S NXBIj dzA NSRRI 2y 2NIS @SINR S Lmin/k 42 F
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I. Any tax paid in accordance with the provisions of sections 74, 129 and 130.
These sections prescribe the provisions relating to tax paid as a result of evatagesfor

upon detention of goods or conveyances in transit, or towards redemption of confiscateq

goods/conveyances.

SECTION 18: CREDIT IN SPECIAL CIRCUM!
SECTION 18(1):

Subiject to such conditions and restrictions as may be prescribed:
a. New registration:Aperson who has applied for registration under this Whin thirty days

. Voluntary registration:A person who takes registration under sgbction (3) of section 25

from the date on which he becomes liable to regqistratiand has been granted such

registration

1 shall beentitled to take creditof input tax in respect oinputs held in stock and inputs
contained in semfinished or finished goodseld in stock

1 ontheday immediately preceding the date from which he becomes liheay tax under
the provisions of this Act;

ExampleW%:Q 06S02YSa f § (2 oltdinéd ragistiatioroyi 15th& (i
l dZ3dzado® w%Q Aa S
K

FTAYAaAaKSR 322Ra

Al O
AJAo0f S F2N L ¢finished/gookls/drldz

-

t
i
StR Ay ad201 +a 2y omal

1 shall be entitled to take credit of input tax in respectimbuts held in stock and inputs
contained in semfinished or finished goods held in stock
1 ontheday immediately preceding the date of grant of registration

ExampleW! Q | LJILJX AS& FT2N) @2f dzy GF NBE NBIAAGNT GA
Wdzy S® WI Q A& StAITA6fS T2 NI L ¢finishedyGoodsyorifioshed |
322Ra KStR Ay aG201 ta 2y uwmadi WdzySoe W Q

Composition scheme to regulavhere anyregistered person ceases to pay tax under section

10,

1 he shall be entitled to take credit of input tax in respectirguts held in stock, inputs
contained in semfinished or finished goods held in stock amlcapital goods

1 ontheday immediately preceding the date from which he becomes liable to pay tax unde
section 9

™

a
Wdz

—n

2y
S

-

Provided that the credit on capital goods shall be reduced by such percentage points as may

be prescribedAs per Rule 4@ 5% per quarter/part there of]

Example:W. Q> | NBIAEZGSNBR GFLEIFIofS LISNEZ2YZ 4|
oniK Wdzf e d | 26SOSNE gPSOPFd omad WdzZ &z W,
will be eligible for ITC on inputs held in stock and inputs contained iffiseshed or finished

QX
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goods held in stock and on capital goods as on 30th July. ITC on capital goods will be redu
by 5% per quarter from the date of the invoice.

d. Exempt supply to taxable supplyWhere an exempt supply of goods or services or both by a
registered person becomes a taxable supply, such person
1 shall beentitled to take credit of input tain respect of
1 inputs held in stockndinputs contained in serdinished or finished goods held in stock

relatable to such exempt supply and

1 on capital goods exclusively used for such exempt supply
1 on the day immediately preceding the date from which such supply becomes taxable
Provided that the credit on capital goods shall be reduced by paotentage points as may
be prescribedAs per Rule 4@ 5% per quarter/part there of]

U Rule 40- Manner of claiming credit in special circumstances
(1) The input tax credit claimed in accordance with the provisions of secti¢h) b8 the
inputs held in stock or inputs contained in sefimished or finished goods held in stock, or

the credit claimed on capital goods in accordance with the provisions of clauses (c) and (d)

of the said suksection, shall be subject to the followingriitions, namelyg

a. Reducing the ITC on Capital goods by 5% per quarter or part therBadfinput tax
credit on capital goodsn terms of section 18)(c) and 18(1)(dxhall be claimed after
reducing the tax paid on such capital goods by five percentage points per quarter of
year or part thereofrom the date of the invoice or such other documents on which
the capital goods were received by the taxable person.

b. Submission of Form GST I§Q1: The registered person shalithin a period of thirty
daysfrom the date of becoming eligible to avail the input tax credit underseittion
(1) of section 18,or within _such further period as may be extended by the
Commissioneby a notification in this behalf,
1 shall make a declaration, electronically, on the common portal
1 inFORMGST IT€01to the effect that he is eligible to avail the input tax credit as
aforesaid

Provided that any extension of the time limit notified by the Commissioner of State
tax or the Commissioner of Union territory tax shall be deemed to be notified by the
Commissioner.

c. Declaration should clearly specify the detail$he declaration under clause (b) shall
clearly specify the details relating to the inputs held in stock or inputs contained ir
semtfinished or finished goods held in stock, or as the case may be, capitalggoods
I. on the day immediately preceding the date from which he becomes liable to pay

tax under the provisions of the Act, in the case of a claim under clause (a)-of sul
section (1) of section 18;

ced

a

=4
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ii. on the day immediately preceding the date of the grant of registration, in the case
of a claim under clause (b) of ssbction (1) of section 18;

iii. on the day immediately preceding the date from which he becomes liable to pay
tax under section 9, in the case of a claim under clause (c) e$extion (1) of
section 18;

iv. on the day immediately preceding the date from which the supplies made by thg
registered person becomes taxable, in the case of a claim under clause (d} of sup
section (1) of section 18;

d. Declaration to be certified by practicing CA/CMANhe details furnished in the
declaration under clause (b) shall be duly certified bypracticing chartered
accountant or a cost accountarftthe aggregate value of the claiwn account of
central tax, State tax, Union territory tax and integrated ¢akeeds two lakh rupees

e. The input tax credit claimed in accordance with the provisions of clauses (c) and (d) ¢f
sub-section (1) of section 18 shak verified with the corresponding details furnished
by the corresponding supplier in FORM G& TR as the case may be, in FORM GSTR

4, on the common portal.

o

(2) The amount of credit in the case of supply of capital goods or plant and machinery, for the
purposes of section 18), shall be calculatedy reducing the input tax on the said goods
at therate of five percentage points for every quarter or part thereof from the date of the
issue of the invoice for such goods

[I. SECTION 18(2): No ITC for invoices older than 1 yeeggistered person shall not be entitled to
take input tax credit under subection (1) in respect of arsupply of goods or services or both
to him after the expiry of one year from the date of issue of tax invo#ating to such supply

[ll. SECTION 18(&)hange in constitution:

Where there is a change in the constitution of a registered person

1 on account okale, merger, demerger, amalgamation, lease or transfer of the business

1 with the specific provisions for transfer of liabilities

1 the said registered persoghall be allowed to transfer the input tax credvhich remains
unutilised in his electronic credit ledger

1 to suchsold, merged, demerged, amalgamated, leased or transferred businessich
manner as may be prescrib€Rule 41)

Circular No. 96/15/2019 GST dated 28.03.2019 has clarifiedtthasfer or change in the
ownership of business includes transfer or change in the ownership due to death of the sole

proprietor.
U Rule 41- Transfer of credit on sale, merger, amalgamation, lease or transfer of a business
(1) Furnishing FORM GST I§02 by transferor. A registered person shall, in the event of
sale, merger, denerger, amalgamation, lease or transfer or change in the ownership off
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business for any reasofirnish the details of sale, merger, -teerger, amalgamation,
lease or transfer of business, in FORM GS-D2T€&lectronically on the common portal
along with a request for transfer of unutilized input tax credit lying in his electronic credit
ledger to the transferee

Provided thain the case of demergethe input tax credit shall bapportioned in the ratio
of the value of assets of the new units as specified in the demerger scheme

Explanation: For the purpose of this suNdzf S AdG Aa KSNBoe Of
I aaSdaé vald ofthe eiitikeSssets of the business, whether or not input tax
credit has been availed thereon

(2) Transferor shall also submit a copy of a certificate issued by a practicing chartered
accountant or cost accountantThe transferor shall also submit a copy of a certificate
issued by gracticing chartered accountant or cost accountaettifying that the sale,
merger, demerger, amalgamation, lease or transfer of business has leee with a
specific provision for the transfer of liabilities

(3) Acceptance of details by transfere@he transferee shall, on the common portatcept
the details so furnished by the transferand, upon such acceptance, the-utilized credit
specified in FORM GST0Zshall be credited to his electronic credit ledger.

(4) Duly accounted in books of accountEhe inputs and capital goods so transferred shall be
duly accounted for by the transferee in his books of account.

U Rule 41A- Transfer of credit on obtaining separateegistration for multiple places of

business within a State or Union territory

(1) A registered person who habtained separate registration for multiple places of business
in accordance with the provisions of rule 11 and who intendsanosfer, either wholly or
partly, the unutilised input tax credit lying in his electronic credit ledgemy or all of the
newly registered place of business, shall furnigithin a period of thirty days from
obtaining such separate reqistratigrthe details ilFORM GST |H02Aelectronically on
the common portal, either directly or through a Factiibe Centre notified in this behalf
by the Commissioner

Provided that the input tax credit shall be transferred to the newly registered entities in|
the ratio of the value of assetseld by them at the time of registration.

Explanation For the purposes of this stz S> A G A& KSNBoée Of
I &4aSdaQ vaue bfyhdentirekaSsets of the business whether or not input tax credit
has been availethereon.
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(2) The newly registered persditransferee) shall, on the common portal, accept thetails
so furnished by the registered person transferor) and, upon such acceptance, th
unutilised input tax credit specified in FORM GST0PACshall be credited to his electronic

credit ledger

IV. SECTION 18(4Vhere any registered person who has availed of input tax credit optswyatax
under section 1@r, where the goods or services or both supplied by him become wholly exempt
1 he shallpay an amountby way of debit in the electronic credit ledger or electronic cash
ledger,
1 equivalent to the
o credit ofinput tax in respect of inputseld in stock and inputs contained in sefmished
or finished goods held in stock and
0 on capital goods, reduced by such percentage poastsnay be prescribed,
1 on the day immediately preceding the date of exercising of such option or, as the case m
be, the date of such exemption

Provided that after payment of such amount, thalance of input tax credit, if any, lying in his
electronic credit ledger shall lapse

U Rule 44- Manner of reversal of credit under special circumstances
(1) The amount of input tax credit relating to inputs held in stock, inputs contained in-semi
finished and finished goods held stock, and capital goods held in stock shall, for the
purposes of susection (4) of section 18 or stdection (5) of section 29, be determined
in the following manner, namely,
(a) for inputs held in stock and inputs contained in sdmished and finished goodteld
in stock, the input tax credit shall bmlculated proportionately on the basis of the
corresponding invoicesn which credit had been availed by the registered taxable
person on such inputs;
(b) for capital goods held in stockhe input tax credit involved in themaining useful life
in months shall be computed on prata basis, taking the useful life as five years

lllustration:

Capital goods have been in use for 4 years, 6 month and 15 days.

The useful remaining life in months= 5 months ignoring a part of the month
Input tax credit taken on such capital goods=C

Input tax credit attributable to remaining useful life= C multiplied by 5/60

(2) The amount, as specified in salle (1) shall beletermined separately for input tax credit
of central tax, State tax, Union territory tax and integrated tax.

(3) Where thetax invoiceselated to the inputs held in stock aret availablethe registered
person shall estimate the amount under sulle (1)based on the prevailing market price
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of the goods on the effective date of the occurrence of any of the evgresified in sub
section (4) of section 18 or, as the case may be;sadbion (5) of section 29.

(4) The amount determined under strole (1)shall form part of the output tax liabilitgf the
registered person and the details of the amount shall be furnishdeORM GST 1903,
where such amount relates to any event specified in-sattion (4) of section 18 and in
FORM GSTH), where such amount relates to the cancellation of registration.

(5) The details furnished in accordance with sulte (3) shall beuly certified by a practicing
chartered accountant or cost accountant.

(6) The amount of input tax credit for the purposessafbrsection (6) of section 1flating
to capital goods shall be determined in the same manner as specified in clause (b of syb
rule (1) and the amount shall be determined separately for input tax credit of central tax
State tax, Union territory tax and integrated tax

Provided that where the amount so determinedn®re than the tax determined on the
transaction valueof the capital goods, the amount determinedhall form part of the
output tax liabilityand the same shall be furnishedm®RM GSTR

V. SECTION 18(3he amount of credit under sudection (1) and the amount payable under sub
section (4) shall be calculated in such manner as may be pres¢Rioézl40 and 44)

VI. SECTION 18(6)SUPPLY OFAPITAL GOODS OR PLANT AND MACHINERY, ON WHICH INPUT
TAX CREDIT HAS BEEN TAIKEBSse of supply of capital goods or plant and machinery, on which
input tax credit has been taken, the registered person shall pay an amount equal to
1 the input tax credit taken on the said capital goods or plant and machinery reduced by sugh

percentage point&s may be prescribed or
1 the tax on the transaction value of such capital goods or plant and machdaeteymined
under section 15, whichever is higher

Provided that whergefractory bricks, moulds and dies, jigs and fixtures are supplied as scray
the taxable person may pay tax on the transaction vailusuch goods determined under section
15.
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QUESTIONS
1. What is Input tax?

Answer:
Input tax means the central tgfCGST), State tax (SGST), integrated tax (IGST) or Union territg
tax (UTGST) charged on supply of goods or services or both made to a registered person. It
includes tax paid on reverse charge basis and integrated goods and services tax chargemtton im
of goods. It does not include tax paid under composition levy.

2. Can a person take ITC without payment of consideration for the supply along with tax?
Answer:

Yes, the recipient can take ITC. However, he is required to pay the consideration along with tax wit
180 days from the date of issue of invoice. This condition is not applicable where tax is payable
reverse charge basis.

3. What is the ITC entitlement of a newly registered person?

Answer:
A person applying for registration can take input tax credit of inputs held in stock and input

contained in semifinished or finished goods held in stock on the day immediately preceding the dat¢

of grant of registration. If the person was liable to takgistration and he has applied for registration

within thirty days from the date on which he became liable to registration, then ITC of inputs held ih

stock and inputs contained in senfinished or finished goods held in stock on the day immediately
preceding the date on which he became liable to pay tax can be taken.

In case of voluntary registration, ITC of such goods held in stock on the day immediately preced
the date of registration can be taken.

4. Aregistered person transfers its business to another person. Is such registered person allowe
to transfer the unutilized ITC lying in its electronic credit ledger to such transferred business?
Discuss.

Answer:Refer Rule 41

5. What is the tax implication of supply of capital goods by a registered person who had taken ITQ
on such capital goods?

Answer:Refer Section 18(6)

6. ABC Co. Ltd., registered under GST, is engaged in the manufacture of heavy machinery.

LINE OdzZNBS R (GKS F2ff2¢6Ay3a AGSYa RdzZNAYy3I (GKS Y2
S. No.|ltems GST ()
i Electrical transformers to be used in the manufacturing process 5,20,000
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Trucks used for the transport of raw material

1,00,000

Raw material

2,00,000

Confectionery items. These items were supplied free adst to the

customers in a customer meet organized by the company

25,000

Determine the amount of ITC available with ABC Co. Ltd., for the month of July by giving

necessary explanations for treatment of various items. Subject to the information giabove,
assume that all the other conditions necessary for availing ITC have been fulfilled

Answer:

Computationof ITCavailable with ABC Co. Ltd. for the month of July

S. No

ltems

ITC( )

(i)

Electrical transformers

[Being goods used in the course or furtherance of busiri@sihereon
is available in terms of section 16(1)]

5,20,000

(ii)

Trucks used for the transport of raw material
[ITCon motor vehicles used for transportation of goods

is not blocked undesection 17(5)(a)]

1,00,000

(iii)

Raw material

[Being goods used in the course or furtherance of busiri@sihereon
is available in terms of section 16(1)]

2,00,000

(iv)

Confectionery items for consumption of customers at customers meet [
food or beverages is specifically disallowed unless the same is used for
outward taxable supply of the same category or as an element of the ta
composite or mixed suppigection 17(5)(b)(i)]

Nil

Total ITC

8,20,000

7. XYZ Ltd.registered under GST, is engaged in manufacture of taxable goods. Compute the IT
available with XYZ Ltd. for the month of October from the following particulars:

S. Inward supplies D{¢ &6 ( Remarks
No.
0] LyLidzia Ww!Q 1,00,000 One invoice 0[1 whiclGST
LI el otS gl a
(| L yLldzia WwW. Q 50,000 Inputs are to be received in two

instalments. First instalment ha
been received in October

(i) o

apital goods

1,20,000 XYZ Ltd. has capitalised the
capital goods at full invoice valu
inclusive of GST as it will avail
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value.

depreciation on the full invoice

(iv)

Input services 2,25,000

October

One invoice dated 20th January
2y BKAOK D{¢ LI
50,000 has beemneceived in

Note: (i) Subject to the information given above, assume that all the other conditions necessary
for availing ITC have been fulfilled. (i) The annual return for the previous financial year was

filed on 15th September.

Answer:

Computationof ITCavailable with XYZ td. forthe month of October

S.

No.

Inward supplies

ITC( )

()

Inputs ‘A’

[ITCcannot be taken on missing invoice. The registered person §
have the invoice in its possession to claim$8Bction16(2)(a)]

90,000

(ii)

Inputs 'B'

[When inputs are received in instalment$Ccan be availed only
receipt of last instalmenFEirst proviso to section 16(2)]

Nil

(iii)

Capital goods

[Input tax paid on capital goods cannot be availed I&€, if
depreciation has been claimed on such tax componrggettion 16(3

Nil

(iv)

Input services

[As per section 16(4)TCon an invoice cannot be availed after
30" Novemberfollowing the end of financial year to which s
invoice pertains or the date of filing annual return, whicheve
earlier.

Since the annual return for the previous financial year has beer
on 15" September)TCon the invoice pertaining to previous finan
year cannot be availed after T5eptember.

1,75,000

Total ITC

2,65,000

8. {olaildA|l t@ie [GR® Aa I YIydzZFlI Oldz2NENI 27

2y B KAOK

Gt
LD{¢ 27F MnXnnan Ada LIAR® ¢KS-ta02

Act, 1961 on the full value of the machine, i.e. including the IG&Monent as also availed ITC
MnInnn LBxaniRe ifahe stand takerdby thexdnipany is correct in law.

27

Answer:
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As per section 16(3), if the person taking the ITC on capital goods and plant and machinery
claimed depreciation on the tax component of the cost of the said items under the Inrtaméct
1961, the ITC on the said tax component shall not be allowiade $n the given case, Swastik Pvt.

as

Ltd. has claimed depreciation on the tax component of the cost of the machine, it cannot claim ITC

of IGST of 14,400 paid by it on the machine. It can either claim depreciation on the tax component
or avalil ITC of siicdax but cannot avail both the benefits simultaneously.

9. Sigma Consultants, an LLP of finance professionals, provides financial consultancy services.
YIRS 'y FTR@FyOS LI e&yYSyid 27 MIMyZInann O0AYQ

Azuro Computer Services for developing a software. The software would be used by the LLP tp

enhance the precision of the financial advice given by it to variousrtke The balance payment
Is to be made after the successful test run of the software in the month of December. Sigma|

td

| 2yadzZ GFyida KIa | @J000in3he manth bf Oetdber. DB yod thigkBigma My

Consultants can avail such ITC? Examine the scenario with reference to the relevant lega
provisions.

Answer:

As per section 16(2)(b), tax paid on supply of goods and/or services can be availed as ITC only if puch

goods and/or services are received by the registered person. In the given case, Sigma Consultants

paid IGST of 18,000, in the month of October, on advance for IT services intended to be used in the

has

course or furtherance of business. However, it cannot avail ITC of such tax in the month of Octolper

as the services in relation to which the advance payment has beeie imave not been received in
that month.

10. A taxable person is in the business of information technology. He buys a car (maximum seating

capacity¢ 5 persons) for use of his Executive Directors. Can he avail the ITC in respect of G$T

paid on purchase of such car?

Answer:
No. ITC on motor vehicles for transportation of persons with seating capacity of up to 13 perso

—

(including driver), can be availed only if the taxable person is in the business of transport pf

passengers or is providing the services of imparting trainimglriving such motor vehicles or is in
the business of supply of such motor vehicles.

11. A technical testing agency tests and certifies each batch of machine tools before dispatch by
BMT Ltd. Some of these tools are dispatched to a unit in a SEZ without payment of GST as the
supplies are not taxable. The finance personnel of BMT Ltd. warkriow whether they need

v

G2 OF NNEB 2dzi NBGSNRIf 2F L¢/ 2y GKS GSaidaAyl3

supplies. Give your comments.

Answer:
ITC is disallowed only to the extent it pertains to supplies used fotsmess purposes or supplies

other than taxable and zermted supplies. Supplies to SEZ units are zero rated supplies in terms ¢f
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section 16(1) of the IGST Act. Thus, full ITC is allowed on inward supplies of BMT Ltd. used for effe
supplies to the unit in the SEZ.

120 . QX | NBIAAGSNBR LISNB2YS 6la LIeAy3a GFE d
GOPSOPFDP omald WwdzZ &z W' .Q 6S02YSa tAlLotS (2
ITC?

Answer:

. Q A& StA3IA0ES F2NJ L¢/ 2y AV LitnisRed d¢ fnhislied doglls a
held in stock and capital goods as on 30th July. ITC on capital goods will be reduced by 5% per qu
or part thereof from the date of invoice.

13.BablaEnterprises is exclusively engaged in making exempt supply of goods and is thus, ng
registered under GST. On 1st October, the exemption available on its goods gets withdrawn
On that day, the turnover of Babla Enterprises wa$0 lakh. Examine the eligibility of Babla
Enterprises for availing ITC, if any.

Answer:

Since the exemption available on goods being supplied by Babla Enterprises gets withdrawn
becomes liable to registration as its turnover has crossed the threshold limit on the day when th
exemption is withdrawn. Assuming that Babla Enterprises apfiresegistration within 30 days of
1st October and it obtains such registration, it will be entitled to take credit of input tax in respect d
inputs held in stock and inputs contained in sémished or finished goods held in stock on the day
immediately preceding the date from which it becomes liable to pay tax, i.e. 30th September [Sectig
18(1)(a)]. Input tax paid on capital goods will not be available as ITC in this case.

14.Mamta Trade Links trades in exempt goods and provides taxable services. It is registered undg
GST. On 1st October, the exemption available on its goods gets withdrawn. Analyze the
scenario and determine the eligibility of Mamta Trade Links for availin@ | Tf any, on inputs
and/or capital goods used in the supply of exempt goods.

Answer:

If the exempt supply made by a registered person becomes a taxable supply, provisions of sect
18(1)(d) become applicable. In the given case, since Mamta Trade Links is a registered person, se
18(1)(d) will be applicable. As per section 18(1)(d)mitéaTrade Links will be entitled to take credit
of input tax in respect of inputs held in stock and inputs containezsemifinishedor finished goods

Cting

zy F
| Jl-

02
hrter

(S

=

n

=

on
ction

held in stock relatable to such exempt supply and on capital goods exclusively used for such exefnpt

suppl on the day immediately preceding the date from which such supply becomes taxable, i.e. 30
September. ITC on capital goods will be reduced by 5% per quarter or part thereof from the date
invoice.

th
of
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15.Harshgeet Pvt. Ltd., a registered supplier, is engaged in the manufacture of taxable goods. The
company provides the following information pertaining to purchases made/services availed by
it during the month of July:

S. No [Particulars D{¢ o

(1) Raw material (to be received in the month of September) 2,50,000

(2) Membership of a club availed for employees working in th  1,45,000
factory

(3) Inputs to be received in 5 lots, out of whicH*3ot was received 80,000
during the month
4) Trucks used for transport of raw material 40,000

(5) Capital goods (out of 3 items, invoice for 2 items is missinggq  1,50,000
D{¢ LIAR 2y G(GK2a$S AdSvya Aa
Determine the amount ofi TCavailable with Harshgeet Pvt. Ltd. for the month of July by giving
the necessary explanation for treatment of various items. Subject to the information given
above, all the other conditions necessary for availifigChave been fulfilled.

Answer:
Computationof ITCavailable with Harshgeet Pvt. Ltd. for the month of July
Particulars ITC( )
Raw Material Nil

[ITCnot available as raw material is not received in July]

Membership of a club availed for employees working infdetory Nil

[Blocked credit in terms of section 17(5)]
Inputs to be received in 5 lots, out of whicl Bt was received during the mon Nil

[In case of goods received in lof§Ccan be taken only upon receipt of the last
Trucks used faransport of raw material 40,000
[ITC of GST paid on motor vehicles used for transportation of goods is &
unconditionally]

Capital goods [ITC can be availed only on the basis of a valid document (i 70,000
¢KdzaZ D{¢ LIAR 2y AGSYa FT2NJ 6KAOK
Total ITC 1,10,000

16.Jamkultd., a registered person, is engaged in the business of spices. It provides following details ir]
relation to GST paid on inward supplies procured by it during the month of October.

S. No. |Particulars GST ()
1 |Raw spices purchase

Raw spices sold toustomers 50,000

Raw spices used for personal use of directors 20.000

2  |Electric machinery purchased for being used in the manufacturi 25,000
process
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3 |Motor vehicle used for transportation of the employee 55,000

4  |Payment made tacontractor for construction of staff quarter 1,25,000
Determine the amount ofiITCavailable with Jamku_td. for the month October by giving the
necessary explanation for treatment of various items. Subject to the information given above,
all the other conditions necessary for availingChave been fulfilled.

Answer:
Computationof ITCavailable withJamku Ltd. for the month of October
Particulars ITC(?)
Purchase of raw spices which are sold to customers 50,000

[Every registered person is entitled to take credit of input tax charged on an
supply of goods to him which are used or intended to be uselddrcourse or
furtherance of his business.]

Purchase of raw spices for personal use of directors Nil

[ITCis not available on goods used for personal consumption.]
Electric machinery purchased for being used in the manufacturing process 25,000

[Every registered person is entitled to take credit of input tax charged o
supply of goods to him which are used or intended to be used in the cou
furtherance of his business.]

Motor vehicle used for transportation of employee Nil
[ITCon motor vehicles for transportation of persons with seating capacity
persons (including the driver) is blocked except when the same are used
making further taxable supply of such motor vehicles (ii) making taxable suj
transportation ofpassengers (iii) making taxable supply of imparting trainir
driving such motor vehicles.

In the given case, since the supplier is in the business of spices, ITC o
vehicle used fotransportation of the employee is blocked credit.]

Payment made to contractor for construction of staff quarter [ITC is not avg Nil
on goods or services or both received by a taxable person for constructior]
immovable property (other than plant or machinery) on his own account incl
when such gods or services or both are used in the course or furtheran
business.]

Total ITC 75,000

17.Dina Ltd., a registered supplier from Maharashtra, is engaged in the manufacture of
passenger autos. The company provides the following details of purchases made/services
availed by it during the month of March:

S. No. Particulars D{¢ o
(1) Purchase of iron which is used as a raw material [Goods 2,50,000

were received in two instalmentsfirst in March and the

second inApiril]
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(2) Purchase of accessories which were delivered directly to 90,000
dealers of the company on the direction @ina Ltd.
[Only invoice was received by Dina Ltd.]

(3) Purchase of bus (seating capacity 15) for the transportal 1,97,000
of employees from their residence to company and back

4) General insurance taken on a car used by executives of { 5,200
company for officialpurposes

You are required to determine the ITC available with Dina Ltd. for the month of March, by giving
brief explanations for treatment of various items. Subject to the information given above, all
the other conditions necessary for availing ITC have been fulfilled.

Answer:
Computationof ITCavailable with Dina Ltd. for the month of March
Particulars ITC()
Purchase of iron used as a raw material [When inputs are received in instal Nil

ITCcan be availed only on the receipt of last instalment. Hence, since last
instalment is received in AprilTCcannot be availed in March.]

Purchase of accessories delivered directly to the dealers of the company 90,000
[Goods delivered to another person on the direction of the registered pers
way of transfer of documents of title or otherwise, either before or during
movement, are deemed to have been received by such registered person
ITCis available to the registered person, on whose order/direction the goog
delivered to a third person.]

Bus for the transportation of employe@ld Con motor vehicles for transportatiq 1,97,000
of persons with seating capacity > 13 persons (including the driver) used fo
purpose is allowed.

General insurance taken on car used by executives of the company for offic Nil
purpose

wL¢/ 2y Y202N) OSKAOf Sa F2NJ G4NI yalLH
persons (including the driver) is blocked except when the same are used fo
making further taxable supply of such motor vehicles (ii) making taxable suf
transportation of passengers (iii) making taxable supply of imparting training
driving such motor vehicles. Further, ITC is not allowed on services of gene
insurance relating to such ineligible motor vehicles. Since, the car is not use
any of the eligible pposes, ITC thereon is blocked and thus, ITC on general
insurance taken on such car is also blocked.

Total ITC 2,87,000

18.Comfortable (P) Ltd. is registered under GST in the State of Odisha. It is engaged in the businepss
of manufacturing of iron and steel products. It has received IT engineering services from High
CA LYF20SOK 6t 0(efclidhgGST @NBY%) askn @&tober. Inmoice fer service
NEYRSNBR gla AdadzsSR 2y piliK b2@8SYOSNW® / 2Y7T2|NI
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on 30th November. Being unhappy with service provided by Hfginfotech (P) Ltd., it did not
make the balance payment. Deficiency in service rendered was made good byMHilyiiotech

(P) Ltd. by 15th April of next year. Comfortable (P) Ltd. made theahaé payment on 6th July
of next year. Examine the availability of ITC with Comfortable (P) Ltd. in respect of IT
engineering services received by it from Higfn Infotech (P) Ltd.

Answer:

Every registered person is entitled to take credit of input tax charged on any supply of goods and/pr

services which are used or intended to be used in the course or furtherance of his business if, inf
alia, he is in possession of a tax invoice issued dypplier and he has received the goods and/or
services.

The registered person must pay to the supplier, the value of the goods and/or services along with the

tax within 180 days from the date of issue of invoice. In the event of failure to do so, th¢
corresponding credits availed by the registered person wbelddded to his output tax liability, with

interest. However, once the recipient makes the payment of value of goods and/or services along

with tax, he will be entitled to avail the credit again without any time limit. In caseatnent has
been made, pportionate credit would be allowed.
In the given case, High Infotech (P) Ltd. provides the service in the month of October and

Comfortable (P) Ltd. receives the invoice in the month of November. Therefore, in view of the aboye

provisions and assuming all other conditions required forfavaly 3 L ¢/ KIF @Ay 3 06 S

MEZdpy>Znnn 6 MMInanIanan E wmy::0 gAft 0SS | @FAfSR

it receives the invoice issued by Hifytinfotech (P) Ltd.
| 26 SOSNE LINPLR2NIA2YIFGSt O/ M2 UAFANARO K MM
added to the output tax liability of Comfortable (P) Ltd. as full payment has not been made withi

7
N
Myn RIFI&@a 2F Adadad yoOS 2F (GKS Ayg@2A0Ss AdSod ofe
e

availedagain by Comfortable (P) Ltd. in the month of July next year when it makes the balan¢
payment.

19aka® 5AglYy 3 {2ya 2F bS¢s 5StKAX KIla LI} OSR

kg (exclusive of GST) on M/s. Karim & Bros. of Noida, U.P. M/s. Karim & Bros. has agreed {o

deliver the goods at the warehouse of M/s. Diwan & Sons at New Deltthile the order was
getting packed at the factory of M/s. Karim & Bros., M/s. Diwan & Sons got an order from
{Kdzo K1 FYYlF {FfS& 2F 1| LJz2NE ! ot ® F2NJ wpn 13
In order to save on transportation cost, M/s. Diwa& Sons asks M/s. Karim & Bros. to directly
deliver the plastic granules to Shubhkamna Sales at its godown located in Hapur. Accordingly,
M/s. Karim & Bros. has delivered the plastic granules at the godown of Shubhkamna Sales &
Hapur. Examine the availality of ITC with M/s. Diwan & Sons & M/s. Karim & Bros. Note: All
the parties are registered under GST and rate of GST is 18%.

Answer:
One of the conditions for availing ITC is that the registered person taking the ITC must have recei

the goods and / or services. However, goods delivered to a third person on the direction of the

registered person by way of transfer of documents otk otherwise, either before or during the
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movement, are deemed to have been received by such registered person. So, ITC is available to]the
registered person, on whose order the goods are delivered to a third person even though the
registered person does not receive the goods.
In the given case, goods have been delivered by M/s. Karim & Bros. (supplier) to Shubhkamna Sgales
(third person) on the direction of M/s. Diwan & Sons (registered person). Therefore, in view of the
above provisions, ITC 02,250 ( 50 x 250 x 18%) will be available to M/s. Diwan & Sons (registereq
person) on the purchase of 250 kg of plastic granules @ 50 per kg.
Further, in this case there is another supply between Diwan & Sons (supplier) and Shubhkamna Shles
(recipient). Therefore, Shubhkamna Sales can avail ITE,800 ( 60 x 250 x 18%) on the purchase
of 250 kg of plastic granules @ 60 per kg.
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10. TAXINVOICE , CREDIT AND DEBIT NOTES

INTRODUCTIOMnN invoice is a commercial instrument issued by a supplier of goods/services to
recipient. It identifies both the parties involved, and lists, describes the goods sold/services supplig
quantifies the items sold, shows the date of shipment and modeaofdport, prices and discounts,
if any, and the delivery and payment terms (in case of supply of goods).

Invoicing is very crucial aspect for ensuring tax compliance under any indirect taxation system.
order to ensure transparency, issuance of invoice for every taxable transaction ig@gpisite. In

case of supply of goods or provision of servicesnaaice is raised by the supplier of such goods or
services to the recipient of the same. Tax invoice acts as a document evidencing the payment of
value of the goods or services or both as also the tax portion in the same. In certain cases, an inv
serves as a demand for payment and becomes a document of title when paid in full.

DEFINITIONS:
Quarter[Section 2(92) shall mean a periodomprising three consecutive calendar montkeading
on the last day oMarch, June, September and December of a calendar. year

SECTION I TAX INVOIC

I. SECTION 31(&)Tax invoice in case of supply of goods registered person supplying taxable
goods shall, before or at the time of,
a. removal of goods for supply to the recipienthere the supply involves movement of goods;
or
b. delivery of goods or making availalteereof to the recipient, in any other case
issue a tax invoice showing the
1 description,
1 quantity and value of goods,
1 the tax charged thereon and
1 such other particulars as may be prescril{Rdile 46/46A)

Provided that theGovernment may, on the recommendations of the Courmilnotification,
specify the categories of goods or supplies in respect of which a tax invoice shall be issued, wit
such time and in such manner as may be prescribed.

U "Removal" in relation to goods, meansec 2(96)
a. dispatch of the good$or delivery by the supplier thereof or by any other person acting
on behalf of such supplier; or
b. collection of the goodby the recipient thereof or by any other person acting on behalf of
such recipient;

a
d,

n

he
ce

hin
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[ll. SECTION 31(otwithstanding anything contained in sigections (1) and (2)

SECTION 31(2Yax invoice in case of supply of Servic@sregistered persosupplying taxable
servicesshall,before or after the provision of servidaut within aprescribed periodRule 47¢
30/45 dayyg, issue a tax invoice, showing the

1 description,

1 value,

i tax charged thereon and

1 such other particulars as may be prescril{Rdile 46/46A)

Provided that the Government may, on the recommendations of the Council, by notification

a. specify the categories of services or supplies in respect of which a tax invoice shall be issued,

within such time and in such manner as may be prescribed;
b. subject to the condition mentioned therein, specify the categories of services in respect @
whicht
(1) any other document issued in relation to the supply shall be deemed to be a ta
invoice; or
(i) tax invoice may not be issued.

Rule 47- Time limit for issuing tax invoiceThe invoice referred to in rule 46, in the case of the
taxable supply of serviceshall be issuegiithin a period of thirty days from the date of the supply
of service

Proviso 1:Provided that where thesupplier of services is an insurer or a banking company or a
financial institution, including a nebanking financial companyhe period within which the
invoice or any document in lieu thereof is to be isssbdll be forty five days from the date of
the supply of service

Proviso 2:Provided further that annsurer or a banking company or a financial institution,

including anorbanking financial company, or a telecom operator, or any other class of supplie

of servicesas may be notified by the Government on the recommendations of the Council,

1 making taxableupplies of services between distinct persassspecified in section 25,

1 mayissue the invoicdefore or at the time such supplier records the same in his books of
account or before the expiry of the quarter during which the supply was made

a. Revised Invoicea registered person mayyithin one month from the date of issuance of
certificate of registratiorand in such manner as may be prescriljRdle 53)issue a revised
invoiceagainst the invoice alreadgsuedduring the period beginning with the effective date
of registration till the date of issuance of certificate of registration to;him

Example: Sarabhai Private Ltd. commenced business of supply of goods on 1st April in D
Its turnover exceeded the applicable threshold limit on 3rd September. Thus, it became lia
to registration on 3rd September. It applied for registration on 29&ptember and was

granted registration certificate on 5th October. Since it applied for registration within 30 day

—

-

bl hi.
Dle
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of becoming liable to registration, registration granted is effective from 3rd September}
Sarabhai Private Ltd. may issue Revised Tax Invoices on or before 5th November in respect of
taxable supplies effected between 3rd September and 5th October.

b. Value of Supply < 200A registered persormmay not issue a tax invoice if the value of the
goods or services or both supplied is less than two hundred rupggsct to such conditions
and in such manner as may be prescriljBdle 46)

U0 Relevant extract of Rule 46A registered persorother than the supplier engaged in
making supply of services by way of admission to exhibition of cinematograph films ip
multiplex screensmay notissue a tax invoice in accordance with the provisions of clause
(b) of section 3(3) subject to the following conditions, namely,

a. the recipient imnot a reqistered persgrand

b. the recipientdoes not require such invoice

and shallissue a consolidated tax invoice for such supplies at the close of eadh day
respect of all such supplies

c. Composition SchemeAregistered person supplying exempted goods or services or both o
paying taxunder the provisions of section 10 shall issustead of a tax invoice, a bill of
supplycontaining such particula@nd, in such mannegs may be prescribe@Rule 49).

Provided that the registered persanay not issue a bill of supplythe value of the goods or
services or both supplied less than two hundred rupeesibject to such conditions and in
such manner as may be prescribed;

d. Receipt voucher on receipt of advance paymewnt:registered person shall, oreceipt of
advance paymentwith respect to any supply of goods or services or bagbue a receipt
voucher or any other documentontaining such particulars as may be prescrieale 50)
evidencing receipt of such payment

U Proviso to Rule 50Provided that where at the time of receipt of advance,
(i)  therate of tax is not determinablehe tax shall be paid at the rate eighteen per
cent;
(iv) the nature of supply is not determinahl¢he same shall be treated ager State

supply.

e. Refund Voucherwhere, onreceipt of advance paymentith respect to any supply of goods
or services or both the registered persigsues a receipt vouchdsut subsequently no supply
is made and no tax invoice is issuegursuance thereof, the said registered person nsaye
to the person who had made the payment, a refund voudmginst such paymeriRule 51).
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IV. SECTION 31(4)rax Invoice in case of continuous supplysafrvice:ln case of continuous supply

VI.

f. Supply under RCM Self receipt:A registered person who is liable to pay tax unceb
section (3) or sulsection (4) of section Shall issue an invoice respect of goods or services
or_both received by him from the supplier who is not registecedthe date of receipt of
goods or services or both;

g. Supply under RCM Issue a payment voucheA registered person who is liable to pay tax
under subsection (3) or susection (4) of section 9 shall issupayment voucher at the time
of making payment to the supplier

of goods,where successive statements of accounts or successive payments are invbked
invoice shall be issued before or at the time each such statement is issued or, as the case may
each such payment is received

Gontinuous supply of goods [Sec 2(32)2ontinuous supply of goods” means a supply of goods

1 which is provided, or agreed to be providezhntinuously or on recurrent basisinder a
contract,

1 whether or not by means of a wire, cable, pipeline or other conduit, and

for which thesupplier invoices the recipient on a regular or periodic bast

1 includes supply of such goods as thevernment maysubject to such conditions, as it may,
by notification, specify

=

SECTION 31(§)Tax invoice in case of continuous supply of servicgabject to the provisions

of clause (d) of subection (3), in case of continuous supply of services,

a. where thedue date of payment is ascertainalffem the contract, the invoice shall be issued
on or before the due date of payment

b. where thedue date of payment is not ascertainalftem the contract, the invoice shall be
issuedbefore or at the time when the supplier of service receives the payment

c. where thepayment is linked to the completion of an eveitie invoice shall be issuesh or
before the date of completion of that event.

Gontinuous supply of services Sec 2(33Lontinuous supply of services" means a supply of

services

1 which is provided, or agreed to be providedntinuously or on recurrent basis

1 under a contract, for geriod exceeding three monthsith periodic payment obligations and

1 includes supply of such services as the Governmey, subject to such conditions, as it may,
by notification, specify

SECTION 31(@) Service ceases before completion of supplp a case where the supply of
servicexeases under a contrabefore the completion of the supply, thavoice shall be issued

at the time when the supply ceases and such invoice shall be issued to the extent of the sup
made before such cessation.

be,
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VIL.SECTION 31(7)500ds sent or taken on approval for sale or retutNotwithstanding anything
contained in suksection (1), where thgoods being sent or taken on approval for sale or return
areremoved before the supply takes pladbe invoice shall be issued
a. before or at the time of supplgr
b. six months from the date of removal
whichever isarlier.

Explanation: For the purposes of this section, the expressioiii  E Ay @2 A 0S¢ alKlt
revised invoicessued by the supplier in respect of a supply made earlier.

SECTION &l¢ FACILITY OF DIGITAL PAYMENT TO RE

The Government may, on the recommendations of the Coupodscribe a class of registered
personswvho shall providgrescribed modes of electronic payment to the recipiehsupply of goods

or services or both made by him and give option to such recipient to make payment accordingly,
such manner and subject to such conditions and restrictions, as may be prescribed.

n

SECTIONZX, PROHIBITION OF UNAUTHORISED COLLECTIO

(1) A personwho is not a registered person shall not coll@ttrespect of any supply of goods or
services or both any amount by way of tax under this Act.

(2) No registered person shall collect tax except in accordance with the provisions of tlistAet
rules made thereunder

Example:Rujuta is engaged in providing grooming services. She is not registered under GST lay as
her turnover is below the threshold limit. Rujuta cannot collect tax on the grooming services provided
by her as a person who is not a registered person cannot tcaflgamount by way of tax under this
Act in respect of any supply of goods or services or both.

SECTION3X; AMOUNT OF TAX TO BE INDICATED IN TAX INVOICE AND OTHER D

Notwithstanding anything contained in this Act or any other law for the time being in force, where¢
any supply is made for a consideration, every person who is liable to pay tax for such supply shall
prominently indicate in all documents relating to assessment, tax invoice and other like documents,
the amount of taxwhich shall form part of the price at which such supply is made.

SECTION4Z; CREDIT AND DEBIT N(

I. SECTION 34(&)Credit note:Where one or more tax invoices have been issued for supply of any
goods or services or both
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1 and thetaxable value or tax charged in that tax invoice is foundxceed thetaxable value
or tax payablen respect of such supply, or

1 where the goods supplied areturned by the recipientor

where goods or services or both supplee found to be deficient

1 the registered personwho has suppliedguch goods or services or both, mague to the
recipient one_or more credit notes for supplies made in a financial yearaining such
particulars as may bgrescribed(Rule 53)

=

. SECTION 34(2)Credit note to be disclosed in the returrAny registered person who issues a

credit note in relation to a supply of goods or services or both gleglare the details of such
credit note in the return for the monthlluring which such credit note has been issuped not
later than

1 30" of Novemberfollowing the end of the financial year in which such supply was made, or
1 the date of furnishing of the relevant annual retyrn

whichever igarlier, and thetax liability shall be adjusted in such manasrmay be prescribed.

Provided thatno reduction in output tax liabilityof the supplier shall be permittedf the
incidence of tax and interest on such supply has been passed on to any other.person

U Circular 92/11/2019 GST dated 07.03.20119s important to note thatredit note(s) are not
permitted to be issued in case secondary discowamtsallowed by the supplier since the tax

liability of the supplier does not get reduced in such case. However, supplier can issjie

financial/ commercial credit note(s) to reduce the value of supply payable by the recipient t
the supplier

SECTION 34(8DEBIT NOTEVhere one or more tax invoices have been issued for supply of any

goods or services or both

1 and the taxable value or tax charged in that tax invoideusid to be lessthan the taxable
value or tax payabla respect of such supply,

1 the registered person, who has supplied such goods or services or diwih,issue to the
recipient one or more debit notes for supplies made in a finanggar containing such
particulars as may be prescribédule 53)

. SECTION 34(4)Debit note to be disclosed in the returmAny registered person who issues a

debit note in relation to a supply of goods or services or both slallare the details of such
debit note in the return for the monthluring which such debit note has been issued and the tax
liability shall be adjusted in such manner as may be prescribed.

Rule 46¢ Tax Invoice:

D
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Subject to rule 54, a tax invoice referred to in section 31 shall be issued by the registered person

containing the following particulars, namely,

(a) name, address and Goods and Services Tax Identification Number of the supplier;

(b) a consecutive serial number not exceeding sixteen characterone or multiple series,
containing alphabets or numerals or special characteyphen or dash and slash symbolised
as " and "/" respectively, and any combination thereafique for a financial year

(c) date of its issue;

(d) name, address an@oods and Services Tax ldentification Nundvdgnique Identity Number,
if registered, of the recipient;

(e) name and address of the recipient and the address of delivery, along with the name of the
State and its code, guch recipient is wnegisteredand where the value of the taxable supply
isfifty thousand rupees or more

() name and address of the recipient and the address of delivery, along with the name of the
State and its code, if such recipienursregisteredand where the value of the taxable supply
isless than fifty thousand rupeesnd therecipient requestghat such details be recorded in
the tax invoice

Provided that where any taxable service is supplied by or througélestronic commerce
operatoror by asupplier of online information and database access or retrieval sertocas
recipient who is urregistered irrespective of the value of such suppéytax invoice issued by
the registered person shall contain tllame and address of the recipient along with its PIN
code and the name of the Statnd the said address shall be deemed to be the address on
record of the recipient;

(9) Harmonised System of Nomenclature code for goods or services;

(h) description of goods or services;

(i) quantity in case of goods and unit or Unique Quantity Code thereof;

() total value of supply of goods or services or both;

(k) taxable value of the supply of goods or services or both taking into account discount ¢r
abatement, if any;

() rate of tax (central tax, State tax, integrated tax, Union territory tax or cess);

(m)amount of tax charged in respect of taxable goods or services (central tax, State takx,
integrated tax, Union territory tax or cess );

(n) place of supply along with the name of the State, in the case of a supply in the course-of intgr
State trade or commerce;

(o) address of delivery where the same is different from the place of supply;

(p) whether the tax is payable on reverse charge basis; and

(g) signature or digital signature of the supplier or his authorised representative; and

() Quick Response code, having embedded Invoice Reference Number (IRN) in it, in case invpice
has been issued in the manner prescribed undersué (4) of rule 48

(s) adeclaration as beloywthat invoice is not required to be issued in the manner specified under
subrule (4) of rule 48, in all cases where an invoice is issued, other than in the manner $o
specified under the said strolle (4) of rule 48, by the taxpayer having aggregate tuemon

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024 235




Provided thatthe Board may, on the recommendations of the Council, by notification, specify

(i)

(ii)

(iii)

i

any preceding financial year from 2618 onwards more than the aggregate turnover as
notified under the said subule (4) of rule 48

"I/We hereby declare that though our aggregate turnover in any preceding financial year fror

2017-18 onwards is more than the aggregate turnover notified underrsid (4) of rule 48,
we are not required to prepare an invoice in terms of the provisiotieafaid sukrule.”

the number of digits of Harmonised System of Nomenclature dodgoods or services
that a class of registered persons shall be required to mention; or

aclass of supply of goods or serviéeswhich specified number of digits of Harmonised
System of Nomenclature code shall be required to be mentioned by all registere
taxpayers; and

the class of registered persons that would not be required to mentfe Harmonised
System of Nomenclature code for goods or services

Notification No. 78/2020- CT/[NNo. 06/2020IT]- dated 15.1Q2Q20[w.e.f. 01.04.2]

In exercise of the powers conferred by the first proviso to rule 46 of the CGST Rules, 2017,
CBIC, on the recommendations of t@euncil, hereby makes the following amendment in the
above notification (N0.12/2017CT).

Annual Turnover (AT) in the preceding FY Number of Digits of HSN Code
¢ 5iCrores For B2B supply4 For

B2C supply 4 (optional)*
AT > 5 crores For B2B supply and B2C suppty

Provided also thatthe signature or digital signatureof the supplier or his authorised
representativeshall not be requiredh the case of issuance of an electronic invoice in accordance
with the provisions of the Information Technology Act,2000 (21 of 2000):]

Provided also thathe Government may, by notification, on the recommendations of the Council,
and subject to such conditions and restrictions as mentioned thespiecify that the tax invoice
shall have Quick Response (QOR) code.

*As mentioned above, a registered person having aggregate turnover ugterores in the
previous financial year has been exempted from the requirement of mentioning the HSN Cog

in the manner specified in above table in a tax invoice issued by him under the said rules|i

respect of suppliemade to unregistered persons

DYNAMIC QR COI

Notification No. 14/2020 CT dated 21.03.202Class of registered persons to capture Dynamic QR

Code:
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1 With effect from 01.12.2020all B2C invoicesssued by a registered person whose aggregate

A N v oA A

turnover in any preceding financial year from 201 onwardsSEOS SR a ane n n
mandatorily required to have a Dynamic QR code.

(@]

1 Non-applicability of requirement of Dynamic QR code:
Dynamic QR code is not applicable to an invoice issued to an unregistered person by followjng
suppliers:

) Insurer or banking company or financial institution including NBFC

(i) Goods transport agency supplying services in relation to transportation of goods by road
in a goods carriage

(i) Supplier of passenger transportation service

(iv)  Person supplying services by way of admission to exhibition of cinematograph films |n
multiplex screens

(V) Supplier of online information and database access or retrieval (OIDAR) services

1 Parameters/ details to be captured in the Dynamic QR Caddgnamic QR Code, intatia, shall
contain the following informatior:
a. Supplier GSTIN number

Supplier UPI ID

tFesSS8SQa .yl 'kO ydzYoSNJ IyR LC{/

Invoice number & invoice date,

Total invoice value and

GST amount along with breakup i.e. CGST, SGST, IGST, Cess, etc. Further, Dynamic QR Co

should be such that it can be scanned to make a digital payment.

~® a0 o

1 Deemed QR Codé&Nhere such registered persanakes a Dynamic Quick Response (QR) code
available to the recipient through a digital displauch B2C invoice issued by such registered
personcontaining crosseference of the paymentising a Dynamic Quick Response (QR) code,
shall be deemed to be having Quick Response (QR) code.

1 In this regard, Circular No. 156/12/2021 GST dated 21.06.2021 and Circular No. 165/21/202
GST dated 17.11.2021 have clarified that:
Dynamic QR Code required to be provided on invoice issued to a person having aAdiN:
person who has obtainedlay Al dzS L RSY A& bdzyo SNJ 6 aslperthe A a
RSTAYAGAZY 2F WNBIAAGSNBR LISNE2YQ LINRPJARSR
such person having a UIN, shall be considexgdnvoice issued for a B2C supply and shall be
required to comply with the requirement of Dynamic QR Code

=

II. RULE 46Anvoicecum-bill of supply.
Notwithstanding anything contained in rule 46 or rule 49 or ruleviddere a reqgistered person is
supplying taxable as well as exempted goods or services or both to an unregistered, @erson
single "invoicecumtbill of supply” may be issuddr all such supplies.
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Providedthatl KS &l A R &chnyadX {St a2AFy 2okt 8¢ akKlFtt O2ydil
under rule 46 or rule 54, as the case may be, and rule 49.

[ll. Rule 48 Manner of issuing invoice

(1) The invoice shall bprepared in triplicate in the case of supply of goods, in the following

manner, namely,

a. the original copy being marked &RIGINAL FOR RECIPIENT

b. the duplicate copy being marked B&JPLICATE FOR TRANSPORAGER
c. the triplicate copy being marked dRIPLICATE FOR SUPPLIER.

(2) The invoiceshall beprepared in duplicatein the case of theupply of servicesn the following
manner, namely,

a. the original copy being marked &RIGINAL FOR RECIPIBNT
b. the duplicate copy being marked B&JPLICATE FOR SUPPLIER.

(3) The serial number of invoicessued during a tax period shall be furnished electronically
through the common portal ifFORM GSTR.

(4) The invoice shall be prepardy such class of reqgistered persasmay be notified by the
Government, on the recommendations of the Councilinmjuding such particulars contained
in FORM GST IN) after obtaining arinvoice Reference Number by uploading information
contained therein on the Common Goods and Services Tax Electronic Portal in such manper
and subject to such conditions and restrictions as may be specified in the notification.

Provided that the Commissioner mayon the recommendations of the Council, by
notification, exempt a person or a class of reqgistered perdoos issuance of invoice under
this subrule for a specified period, subject to such conditions and restrictions as may b
specified in the said notification.

vV

(5) Every invoice issued by a person to whom-guie (4) applies in any manner other than the
manner specified in the said swble shall not be treated as an invoice.

(6) The provisions of sutules (1) and (2) shall not apply to an invoijseepared in the manner
specified in sulsule (4).

E-INVOIVE (Invoice under Rule 48

I What is einvoice?

a. Businesses use various accounting/billing software, each generating and storing invoiceg in
their own electronic formats. These different formats are neitbaderstood by GST System
nor by the systems of suppliers and receivers.
Example: An invoice generated by SAP system cannot be read by a machine which is using
Wel ffteQ adaidsSyszs dzytSaa | O02yySOil2NJ A& dzf SF
products, there was no way to have connectors for all.

b. LY (KAA -ARYBFEkQAEIQ WE&I & ndchideRaldpditg Bnd Linkovid v
interpretation.¢ 2 Sy & dzZNB (i K A23LISONAI YOL AfinGhitd aaiosa)fhie SANtk GST
eco-system,an invoice standard is a must.

T

L
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C.

9 Class of persons notified to mandatorily issuare/oice:
a.

1 Exemptions from issuing -evoice: Following entities are exempt from the mandatory
requirement of einvoicing:
a.

®aooc

—

Note: It is important to note here thabnly SEZ units and not SEZ developeesexempt from
iIssuing envoices. Thus, SEZ developers whose turnover exceé&@scrores in any preceding
financial year from 20128 onwards are mandatorily required to issuareoices

Further, such taxpayers are now required to provide a declaration on the tax invoice stating that
though their aggregate turnover exceeds the notified aggregate turnoveriovacing, they are
not required to prepare an-@voice(as per Rule 46).

1 Generating einvoice:
a.

. The details of this invoice are uploaded/reported by the taxpayer to the Invoice Registratio

The invoice standard is notified as foaST INM.

Einvoicing was made mandatory for all registered businesses withgamegate turnover
(based on PAN) in any preceding financial year from A@ldnwards greater than 10crore
for issue of alB2B invoices

Special Economic Zone units

Insurer or banking company or financial institution including NBFC

GTA supplying services in relation to transportation of goods by road in a goods carriage
Supplier of passenger transportation service

Person supplying services by way of admission to exhibition of cinematograph films |n
multiplex screens.
Government Department and
Local authority

Following IRPs have been notified for the purpose of preparation of twevace:

www.einvoicel.gst.gov.in www.einvoice2.gst.gov.in www.einvoice3.gst.gov.in
www.einvoice4.gst.gov.in www.einvoice5.gst.gov.in www.einvoice6.gst.gov.in
www.einvoice7.gst.gowi www.einvoice8.gst.gov.in www.einvoice9.gst.gov.in

www.einvoicel0.gst.gov.in

The taxpayer first prepares and generates his invoice using his own ERP/ accounting/ billjng

system or manual system.
The invoice must conform to theiavoice schemaQ@ST INM) and must have the mandatory
parameters.

=)

Portal (IRP).

This way taxpayer registers his supply transaction on IRP. On uploading, IRP returns thg e

Ay @2A0S ¢ Anvdice Refemed Nudaser (MN) | F G SNJ RA 3 Aidvbidef &
andadding a QR Code (Quick Response Code)
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h.

IRN is embedded in the QR Caalkich shall be extracted and printed on the invoiGée
digitally signed QR code will have a unique IRN which can be verified on the central portal
well as by an offline app by the officer

The QR code consists of the followinmeoice parametersV GSTIN of supplié/ GSTIN of
recipient

I. Invoice number as given by supplier

ii. Date of generation of invoice

ii. Invoice value (taxable value and gross tax)

iv. Number of line items

v. HSN code of main item (the line item having highest taxable value)

vi. Unique Invoice Reference Number (hash)

vii. Date of generation of IRN

Then, thesupplier shares the-gvoice with the receivefalong with QR Code).

1 E—|nv0|ce has many advantages fbusinesses, which have been given as under:

Vi.

Auto-reporting of invoices into GST returand auto-generation of eway bill (wherever
required): Under einvoicing, business has to report the B2B invoice data only once inthe &
invoice form and the same is reported in multiple forms (GET&way bill etc.). Bvay bill

can be autegenerated using 4nvoice data. GSTRcan also be autpopulated wth the e
invoice data. It will become part of the business process of the taxpayer.
Accuracy/ReconciliationSince same data is reported to tax department as well as to the
buyer to prepare his inward supplies (purchase) register, transcription errors are reduced.
receipt of information through GST System, buyer can do reconciliation with his Purchas
Order.

Early payment Einvoicing facilitates standardization and inteperability leading to
reduction of disputes among transacting parties and thus, improving payment cycles.

. Cost reductionEinvoicing helps in reducing processing costs and thus, leads to improvemer

of overall business efficiency.

Reduction of tax evasio: Since a complete trail of B2B invoices is available with the
Department, it will enable the systedavel matching of input tax credit and output tax
thereby reducing the tax evasion.

Elimination of fake invoicesEinvoicing eliminates the fake invoices. Claiming fictitious input

tax credit(ITC)y raising fake invoices is also one of the biggest challenges currently faced lpy

tax- authorities. The @nvoice system helps to curb the actions of unscrupulous taxpayers ang
reduce the number of fraud cases as the tax authorities have access to datd-iime.

vii. Paper EliminationEinvoicing helps in paper elimination and thereby it is-&gendly.

1 In case of issuance @-invoice, no requirement to carry the physical copy of tax invoideis
clarified that there ish0 requirement to carry the physical copy of tax invditeases where-e
invoice has been generated by the supplier. Whenevigwveice has been generated, production
of the Quick Reference (QR) code having an embedded Invoice Reference Number (IRRN)
electronically, for verification by the proper officer, wowddffice.

as

bE

—
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IV. Rule 49 Bill of supply A bill of supply referred to in clause(c) of sectiori33shall be issued by

the supplier containing the following details, namely,

a. name, address and Goods and Services Tax ldentification Number of the supplier;

b. a consecutive serial number not exceeding sixteen characters, in one or multiple serie
containing alphabets or numerals or special charactéggphen or dash and slash symbolised
as " and "/" respectively, and any combination thereof, unique fomaficial year;

c. date of its issue;

S,

d. name, address and Goods and Services Tax ldentification Number or Unigue Identity Number,

if registered, of the recipient;
e. Harmonised System of Nomenclature Code for goods or services;
f. description of goods or services or both;

g. value of supply of goods or services or both taking into account discount or abatement, if anly;

and
h. signature or digital signature of the supplier or his authorised representative:

Provided that the provisogo rule 46 shall, mutatis mutandisipply to the bill of supply issued
under this rule

Provided further thatany tax invoice or any other similar document issued under any other Act
for the time being in forcén respect of any notexable supplghall be treated as a bill of supply
for the purposes of the Act.

Provided also thatthe signature or digital signature of the supplier or his authorised
representativeshall not be required in the case of issuance of an electronic bill of supply
accordance with the provisions of the Information Technology Act, 2000 (21 of 2000).]

Provided also thathe Government may, by notification, on the recommendations of the Council,
and subject to such conditions and restrictions as mentioned therein, specify that the bill g
supply shall have Quick Response (QR) code.

. Rule 50- Receipt voucherA receipt voucher referred to in clause (d) of sdetion (3) of section

31 shall contain the following particulars, namely,

a. name, address and Goods and Services Tax Identification Number of the supplier;

b. a consecutive serial number not exceeding sixteen characters, in one or multiple serie
containing alphabets or numerals or special charaelsfshen or dash and slash symbolised
as " and "/" respectively, and any combination thereof, unique for aricial year;

c. date of its issue;

—

S,

d. name, address and Goods and Services Tax ldentification Number or Unique Identity Number,

if registered, of the recipient;
e. description of goods or services;
f. amount of advance taken;
g. rate of tax (central tax, State tax, integrated tax, Union territory tax or cess);
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Provided thatwhere at the time of receipt of advance,
(i)
(ii)

VI. Rule 51 Refund voucherA refund voucher referred to in clause (e) of sdztion (3) of section
31 shall contain the following particulars, namely:
a.
b.

o o

Sa ™o

VIl.Rule 52- Payment voucher A payment voucher referred to in clause (g) of selstion (3) of
section 31 shall contain the following particulars, namely:
a.
b.

. amount of tax charged in respect of taxable goods or services (central tax, State ta

e

integrated tax, Union territory tax or cess);
place of supply along with the name of State and its code, in case of a supply in the course
inter-State trade or commerce;

whether the tax is payable on reverse charge basis; and

signature or digital signature of the supplier or his authorised representative

the rate of tax is not determinable, the tax shall be paid at the rate of eighteen per cent.

the nature of supply is not determinable, the same shall be treated as inter State supply.

name, address and Goods and Services Tax Identification Number of the supplier;
a consecutive serial number not exceeding sixteen characters, in one or multiple serie
containing alphabets or numerals or special charactgshen or dash and slash symbolised
as " and "/" respectively, and any combination thereof, unique for ariicial year;

date of its issue;

of

S,

name, address and Goods and Services Tax Identification Number or Unique Identity Number,

if registered, of the recipient;

number and date of receipt voucher issued in accordance with the provisions of rule 50;
description of goods or services in respect of which refund is made;

amount of refund made;

rate of tax (central tax, State tax, integrated tax, Union territory tax or cess);

amount of tax paid in respect of such goods or services (central tax, State tax, integrated ta
Union territory tax or cess);

whether the tax is payable on reverse charge basis; and

signature or digital signature of the supplier or his authorised representative.

name, address and Goods and Services Tax Identification Number of the supplier if register
a consecutive serial number not exceeding sixteen characters, in one or multiple serig
containing alphabets or numerals or special charactgqshen or dash and slash symbolised
as " and "/" respectively, and any combination thereof, unique for aricial year;

date of its issue;

name, address and Goods and Services Tax Identification Number of the recipient;
description of goods or services;

amount paid,;

rate of tax (central tax, State tax, integrated tax, Union territory tax or cess);

amount of tax payable in respect of taxable goods or services (central tax, State tax, integrat
tax, Union territory tax or cess);

X,

13%
2

S,

9%
o
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I. place of supply along with the name of State and its code, in case of a supply in the course
inter-State trade or commerce; and
j. signature or digital signature of the supplier or his authorised representative.

VIIl. Rule 53 Revised tax invoice and credit or debit notes
(1) A revised tax invoice referred to in section 31 shall contain the following particulars

namely:

a. the word "Revised Invoice", wherever applicable, indicated prominently;

b. name, address and Goods and Services Tax Identification Number of the supplier; 1

c—Nature-of doctment

d. a consecutive serial number not exceeding sixteen characters, in one or multipl
series, containing alphabets or numerals or special charabigsien or dash and
slash symbolised as"™and "/" respectively, and any combination thereof, unique for
a financial year,;

e. date of issue of the document;

f. name, address and Goods and Services Tax Identification Number or Unique Ident
Number, if registered, of the recipient;

g. name and address of the recipient and the address of delivery, along with the nam
of State and its code, if such recipient is tggistered;

h. serial number and date of the corresponding tax invoice or, as the case may be, bill

(1A)A credit or debit note referredo in section 34 shall contain the following particulars,
namely:
a.
b.
C.

e. name, address and Goods and Services Tax ldentification Number or Unique Ident

(2) Every registered person who has been granted registration with effect from a date earligr
than the date of issuance of certificate of registration to himay issue revised tax

supply; and 17
signature or digital signature of the supplier or his authorised representative.

name, address and Goods and Services Tax Identification Number of the supplier;
nature of the document;

a consecutive serial number not exceeding sixteen characters, in one or multipl
series, containing alphabets or numerals or special charabtigsben or dash and
slash symbolised as-™ and " / " respectively, and any combination thereof, unique
for afinancial year;

date of issue of the document;

Number, if registered, of the recipient;

name and address of the recipient and the address of delivery, along with the nam
of State and its code, if such recipient is tagistered,;

serial number(s)and date(s) of the corresponding tax invoice(s) or, as the case may |
bill(s) of supply;
value of taxable supply of goods or services, rate of tax and the amount of the ta|
credited or, as the case may be, debited to the recipient; and

signature or digital signature of the supplier or his authorised representative.

of

6

1%

11%

1%

19%
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invoices in respect of taxable supplies effected during the period starting from thg
effective date of registration till the date of the issuance of the certificate of registration

Provided that theregistered person may issue apnsolidated revised tax invoide
respect of all taxable supplies matie a recipient who is not registerednder the Act
during such period

Provided further thatin the case ointer-State supplieswhere thevalue of a supply does
not exceed two lakh and fifty thousand rupeesconsolidated revised invoiceay be
issued separateln respect of all the recipients located in a Statdo are not registered
under the Act.

e

(3) Any invoice or debit note issued in pursuance of any tax payable in accordance with tf
provisions okection 74 or section 129 or section 1§tall prominently contain the words
“INPUT TAX CREDIT NOT ADMISSIBLE".

IX. Rule 54- Tax invoice in special cases:

(1) Input Service Distributor invoidavill be discussed at CA final)

(2) In case of insurer or a banking company or a financial instituti®ihere the supplier of
taxable service is aimsurer or a banking company or a financial institution, including & non
banking financial companyhe said supplier
1 may issue consolidated tax invoice or any other document in lieu thetgoWwhatever

name called for the supply of services

1 made during a montlat the end of the month

1 whether issued or made availablghysically or electronically

71 whether or not serially numberedand

71 whether or not containing the address of the recipient of taxable service

1 but containing other information as mentioned under rule 46.

Provided that the signature or digital signatureof the supplier or his authorised

representativeshall not be requiredn the case of issuance of a consolidated tax invoice or

any other document in lieu theredh_accordance with the provisions of the Information

Technology Act, 2000 (21 of 2000)

(3) In case of GTANhere the supplier of taxable service igi@ds transport agencsupplying
services in relation teransportation of goods by road in a goods carriage
1 the said supplier shall issue a tax invoice or any other document in lieu thereof, by

whatever name called,

1 containing thegross weight of the consignment

1 name of the consigneand theconsignee

1 reqistration number of goods carriagewhich the goods are transported,

1 details of goods transported

1 details ofplace of origin and destinatign
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1 Goods and Services Tax Identification Nundfehe person liable for paying tax whether
as consigner, consignee or goods transport agency,
1 and also containing other information as mentioned under rule 46.

(4) In case of transportation opassengersWhere the supplier of taxable servicesispplying
passenger transportation service
1 atax invoiceshall include tickein any form, by whatever name called,
9 whether or not serially numberecand
1 whether or not containing the address of the recipieftservice
1 but containing other information as mentioned under rule 46.

Provided that the signature or digital signature of the supplier or his authorised
representative shall not be required in the case of issuance of ticket in accordance with the
provisions of the Information Technology Act, 2000 (21 of 2000).

(5) In case of Admission to exhibition of cinematograph films in multiplex screghsegistered
person supplying services by way admission to exhibition of cinematograph films in
multiplex screens
71 shall be required to issue an electronic ticket and the saeattronic ticket shall be

deemed to be a tax invoider all purposes of the Act,
1 even if such ticketloes not contain the details of the recipient of servicé contains the
other information as mentioned under rule 46

Provided thatthe supplier of such service in a scregher than multiplex screens may, at his
option, follow the above procedure

(6) The provisions of sutule (2)or sukrule (4) shall apply, mutatis mutandis, to the documents
issued under rule 49 or rule 50 or rule 51 or rule 52 or rule 53.

X. Rule 55 Transportation of goods without issue of invoice
(1) Issue of Delivery challarFor the purposes ef
a. supply of liquid gasrhere thequantity at the time of removal from the place of business
of the supplieris not known

b. transportation ofgoods for job work

c. transportation of goods foreasons other than by way of supplyr

d. suchother supplies as may be notified by the Board

the consigner mayissue a delivery challarserially numbered not exceeding sixteen

characters in one or multiple seriesn lieu of invoiceat the time of removal of goods for

transportation, containing the following details, namely:

0] date and number of the delivery challan;

(i) name, address and Goods and Services Tax Identification Number of the consignel}, if
registered,;
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(i)  name, address and Goods and Services Tax Identification Number or Unique ldent
Number of the consignee, if registered;

(iv)  Harmonised System of Nomenclature code and description of goods;

(V) guantity (provisional, where the exact quantity being supplied is not known);

(vi) taxable value;

(vii) tax rate and tax amourtcentral tax, State tax, integrated tax, Union territory tax or
cess , where the transportation is for supply to the consignee;

(viii)  place of supply, in case of int&tate movement; and

(ix)  signature.

(2) Delivery challan shall be prepared in triplicat&he delivery challan shall be prepared in
triplicate, in case of supply of goods, in the following manner, namely:
a. the original copy being marked &RIGINAL FOR CONSIGNEE;
b. the duplicate copy being marked B&JPLICATE FOR TRANSPORAGER
c. the triplicate copy being marked dRIPLICATE FOR CONSIGNER.

(3) Declaration in Eway bill: Where goods are being transported on a delivery challan in lieu of
invoice, the same shall be declared as specified in rule 138

(4) Issue Tax invoice after deliveryWhere the goods being transported are for the purpose of
supply to the recipient but the tax invoice could not be issued at the time of removal of good

for the purpose of supply, the supplier shall issue a tax invoice after delivery of goods.

(5) Transportation in a semi knocked down or completely knocked dowvhere the goods are

being transported in a semi knocked down or completely knocked down condition or if

batches or lotg

a. the supplier shall issue th@omplete invoice before dispatch of the first consignment;

b. the supplier shall issuedelivery challan for each of the subsequent consignmemitsng
reference of the invoice;

c. each consignment shall lecompanied by copies of the corresponding delivery challan
along with a duly certified copy of the invojand

d. the original copy of the invoice shall be sent along with the last consignment

Clarification on Goods moved within the State/from the State of registration to another State
for supply on approval basis [Circular No. 10/10/2017 GST d&t8d 0.2017]:
Suppliers of jewellery etc. who are registered in one State may have to visit other States (oth

than their State of registration) and need to carry the goods (such as jewellery) along for approval.

In such cases if jewellery etc. is approved by the bupen the supplier issues a tax invoice only
at the time of supply.

Since the suppliers are not able to ascertain their actual supplies beforehand and whi
ascertainment of tax liability in advance is a mandatory requirement for registration as a casu
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taxable person, the supplier is not able to register as a casual taxable person. Such goods are plso
carried within the same State for the purposes of supply.

In view of relevant provisions of rule 55, it is clarified that the goods which are taken for supply
on approval basis can be moved from the place of business of the registered supplier to another
place within the same State or to a place outside the State delivery challan along with the e
way billwherever applicable and the invoice may be issued at the time of delivery of goods.

For this purpose, the person carrying the goods for such supply can carry the invoice book wjth
him so that he can issue the invoice once the supply is fructified

U Clarification on movement of art works by artists to galleries for exhibition [Circular No.
22/22/2017 GST dated 21.12.2017]
In case where artists supply art works in different Statether than the State in which they are
registered as a taxable person and if the art work is selected by the buyer, then the supplier issyes
a tax invoice only at the time of supply, it is cladfthat the art work for supply on approval basis
can be moved from the place of business of the registered person (artist) to another place with|n
the same State or to a place outside the State omelvery challan along with the-way bill
wherever apficable and the invoice may be issued at the time of actual supply of art work
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UESTIONS:

1. Sultan Industries Ltd., Delhi, entered into a contract with Prakashtrepreneurs, Delhi, for
supply of spare parts of a machine on 7th September. The spare parts were to be delivered on
30th September. Sultan Industries Ltd. removed the finished spare parts from its factory on
29th September. Determine the date by whichvoice must be issued by Sultan Industries Ltd.
under GST law.

Answer:

As per the provisions of section 31, invoice shall be issued before or at the time of removal of godds

for supply to the recipient, where the supply involves movement of goods. Accordingly, in the give
case, the invoice must be issued on or before 29tht&aber.

2. MBM Caretakers, a registered person, provides the services of repair and maintenance o
electrical appliances. On April 1, it has entered into an annual maintenance contract with P for
its Air Conditioner and Washing Machine. As per the terms of contracgintenance services
will be provided on the first day of each quarter of the relevant financial year and payment for
the same will also be due on the date on which service is rendered. During the year, it provided
the services on April 1, July 1, Octokierand January 1 in accordance with the terms of contract.
When should MBM Caretakers issue the invoice for the services rendered?

Answer

Continuous supply of service means, inter alia, supply of any service which is provided, or agreeq

be provided continuously or on recurrent basis, under a contract, for a period exceeding 3 montls

with the periodic payment obligations.

Therefore, the given situation is a case of continuous supply of service as repair and maintenar
services have been provided by MBM Caretakers on a quarterly basis, under a contract, for a per
of one year with the obligation for quarterly payment.

In terms of section 31, in case of continuous supply of service, where due date of payment
ascertainable from the contract (as in the given case), invoice shall be issued on or before the g
date of payment.

Therefore, in the given case, MBM Caretakers should issue quarterly invoices on or before Apri
July 1, October 1, and January 1.

3. The aggregate turnover of Sangri Services Ltd., Delhi, exceed@dakh on 12th August. He
applied for registration on 3rd September and was granted the registration certificate on 6tl
September. You are required to advice Sangri Services Ltd. as to what is the effective datg
registration in its case. It has alsaught your advice regarding period for issuance of Revised Ta
Invoices.

Answer
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As per section 25 read with CGST Rules, where an applicant submits application for registration wighin

30 days from the date he becomes liable to registration, effective date of registration is the date g
which he becomes liable to registration. Since/ SANA  { SNIZA OSa [ ( R@leka onl dZ
12th August, it became liable to registration on same day. Further, it applied for registration withi
30 days of so becoming liable to registration, the effective date of registration is the date dm whig
he becomes liable to registration, i.e. 12th August.

As per section 31 read with CGST Rules, every registered person who has been granted registrg
with effect from a date earlier than the date of issuance of certificate of registration to him, may
issue Revised Tax Invoices. Revised Tax Invoices slgdlbd within 1 month from the date of

n

Ny

N

tion

issuance of certificate of registration. Revised Tax Invoices shall be issued within 1 month from the

date of issuance of registration in respect of taxable supplies effected during the period starting fro
the effedive date of registration till the date of issuance of certificate of registration.

Therefore, in the given case, Sangri Services Ltd. has to issue the Revised Tax Invoices in resp
taxable supplies effected during the period starting from the effective date of registration (12th
August) till the date of issuance of certificate ofigration (6 th September) within 1 month from
the date of issuance of certificate of registration, i.e. on or before 6 th October

4. Shyam Fabrics haspted for composition levy scheme in the current financial year. It has
approached you for advice whether it is mandatory for it to issue a tax invoice. You are required
to advise him regarding same.

Answer:

A registered person paying tax under the provisions of section 10 [composition levy] shall issu
instead of a tax invoice, a bill of supply containing such particulars and in such manner as may
prescribed [Section 31(3)(c) read with CGST Rules, Z0iefkfore, in the given case, Shyam Fabrics
cannot issue tax invoice. Instead, it shall issue a Bill of Supply.

5. Royal Fashions, a registered supplier of designer outfits in Delhi, decides to exhibit its products
in a Fashion Show being organised at Hotel Park Royal, Delhi on 4th January. For the occasia
it gets the service by way of makeover of its models from AuBeauty Services Ltd., Ashok

+AKFNE F2N) 6KAOK | O2Yy&aARSNYGAZ2Y Aa p =N
Services Ltd. issued a duly signed tax invoice on 10th February showing the lumpsum amour
2 F pXdnInnn Ay Ot d2AeaD folthe séniitésiprovidgdRAngwer{the

following questions:

i. Examine whether the tax invoice has been issued within the time limit prescribed under
law.

ii. Tax consultant of Royal Fashions objected to the invoice raised suggesting that the amoun
of tax charged in respect of the taxable supply should be shown separately in the invoice
raised by Aura Beauty Services Ltd. However, Aura Beauty Services Ltcernoed that
there is no mandatory requirement of showing tax component separately in the invoice.

W

PCt O

e,
be
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Answer:

(i)

(ii)

6. Kidzee Toys Ltd., a wholesaler of toys registered in Chandigarh, is renowned in the local markg
for the variety of toys and their reasonable prices. Kidzee Toys Ltd. makes supply of 100 piecs
2T oloedQa fSIENYyAY3I f | LW 2 LA ererdl Btor®dh 25ih SepSemidel/ A
08 AddadzAy3d | GFE Ay@2A0S [Y2dzyidAy3a (2 M
Nancy General Store on 30th September. Discuss which document Kidzee Toys Ltd. is requirs
to issue in such a case?

Answer:
Kidzee Ltd. is required to issue a credit note in such a case.

As per section 34, where one or more tax invoices have been issued for supply of any goods
services or both and the goods supplied are returned by the recipient the registered person, who h
supplied such goods or services or both, may issue to thipiest one or more credit notes for

supplies made in a financial year containing such particulars as may be prescribed. Therefore, Kig
Ltd. is required to issue a credit note to Nancy General Store for the good returned.

7. Rana Sanga Ltd., a registered supplier, has made following taxable supplies to its customgr
Baburin the quarter ending 30th June.

You are required to examine the validity of the objection raised by tax consultant of Royal
Fashions.

As per section 31 read with the CGST Rules, in case of taxable supply of services, invg
should be issued before or after the provision of service, but within a period of 30 days [4]
days in case of insurer/ banking company or financial institutiorlsdimy NBFCs] from the
date of supply of service.

ices

In view of said provisions, in the present case, the tax invoice should have been issued in {he

prescribed time limit of 30 days from the date of supply of service i.e. upto 3 rd February.

However, the invoice has been issued on 10th February.

Section 31 read with the CGST Rules, inter alia, provides that tax invoice in addition to othHer

mandatory details shall also contain the amount of tax charged in respect of taxable goods
services (central tax, State tax, integrated tax, Union territaryor cess). Further, where any
supply is made for a consideration, every person who is liable to pay tax for such supply sh
prominently indicate in all documents relating to assessment, tax invoice and other lik
documents, the amount of tax which dhform part of the price at which such supply is made.

The objection raised by the tax consultant of Royal Fashions suggesting that the amount
tax charged in respect of the taxable supply of makeover services should be shown separat
in the invoice raised by Aura Beauty Services Ltd., is valid in law

olg

all

v

of
bly

or
AS

zee

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024 250




Date Bill No Particulars Invoice value
(including GST)
5t April 102 Notebooks [10 in numbers] 1200
10" May 197 Chart Paper [4 in number] 600
20" May 230 Crayon colors [2 packets] 500
2" June 254 Poster colors [5 packets] 900
227 June 304 Pencilbox [4 sets] 700

Goods inrespectof bill no. 102, 230 and 254 have been returned by Babur. You are required to
advise Rana Sanga Ltd. whetherdan issue a consolidated credit note against all the three
invoices?

Answer:

Where one or more tax invoices have been issued for supply of any goods and/or services and
(a) the taxable value/tax charged in that tax invoice is found to exceed the taxable value/tax payal
in respect of such supply, or

(b) where the goods supplied are returned by the recipient, or
(c) where goods and/or services supplied are found to be deficient, the registered person, who hps
supplied such goods and/or services, may issue to the recipient one or more credit notes for supplles
made in a financial year containing prescribed parécsil

e

Thus, one (consolidated) or more credit notes can be issued in respect of multiple invoices issued in
a financial year without linking the same to individual invoices.

t

Hence, in view of the abow@entioned provisions, Rana Sanga Ltd. can issue a consolidated creg
note for the goods returned in respect of all the three invoices.

8. Chidanand Products Pvt. Ltd. is a registegplier who has opted for composition levy in the
current financial year. He wishes to know whether the issue of a bill of supply can be dispenseq
with under any circumstances. You are required to advise him.

Answer

Yes. Chidanand Products Pvt. Ltd. may not issue a bill of supply if the value of the goods or serjices
or both supplied is less than200 subject to the condition that:

(a) the recipient is not a registered person; and

(b) the recipient does not require such bill of supply, and he shall issue a consolidated bill of supply
for such supplies at the close of each day in respect of all such supplies.
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9. Areqistered person has to mandatorily issue separate invoices for taxable and exempted good
when supplying both taxable as well as exempted goods to an unregistered person. Examing
the validity of the statement.

U7

Answer:

The statement is not valid in law. As per the CGST Rules, where a registered person is supplying
irEFotS a ¢Sttt a SESYLWGISR 3I22Ra 2N aSNPAQSa

cumo Aff 2F adzZllLll &@é¢ YlIe& 06S AaadzSR F2NJ I ff adzOK

10. A nontbanking financial company can issue a consolidated tax invoice at the end of every month
for the supply made during that month. Examine the validity of the statement.

Answer

The said statement is valid in law. A customer may avail numerous services frombamniong
financial company in a given tax period. It may issue a consolidated tax invoice/ statement/ advige,
any other document in lieu thereof, by whatever name calledynbe issued/ made available,
physically/ electronically, for supply of services made during a month at the end of the month.

11. Sakthi Enterprises, Kolkata entered into a contract with Suraj Enterprises, Surat for supply of
goods and the delivery shall be made on or before 31st October. The goods were removed fronp
the factory at Kolkata on 11th October. As per the agreement, theodse were to be delivered
on or before 31st October. Suraj Enterprises has received the goods on 14th October
Determine the time of issue of invoice as per the provisions of CGST Act.

Answer:

A registered person supplying taxable goods shall issue a tax invoice, before or at the time of remgval
of goods for supply to the recipient, where the supply involves movement of goods. Therefore, in the
given case, invoice has to be issued on or befbt#h October (the time of removal of goods).

[

12.Trust and Fun Ltd., an event management company, has provided its services for an event 3
Kapoor Film Agencies, Mumbai on 5th June. Payment for the event was made on 19th Jung.
Determine the time of issue of invoice as per the provisions of CGST Act

Answer:

A registered person [other than an insurer/banking company/financial institution, including an NBF(]
supplying taxable services shall issue a tax invoice before or after the provision of service, but within
a period of 30 days from the date of supply ofsee.

Thus, in the given case, invoice has to be issued within 30 days of 5th June (date of supply of servjce),

i.e. on or before, 5th July.
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13.Udai Singh, a registered supplier, has received advance payment with respect to services to b
supplied to Sujamal. His accountant asked him to issue the receipt voucher with respect to suck
services to besupplied. However, he is apprehensive as to what would happen in case a receipt
voucher is issued, but subsequently no services are supplied. You are required to advise Udai
Singh regarding the same.

Answer:

Udai Singh is required to issue a receipt voucher at the time of receipt of advance payment with
respect to services to be supplied to Sujamal. A receipt voucher is a document evidencing receipy of
advance money towards a supply of goods and/or servicdmtr. A registered person, on receipt
of advance payment with respect to any supply of goods or services or both, shall issue a recqipt
voucher or any other document, evidencing receipt of such payment.

Where, on receipt of advance payment with respect to any supply of goods or services or both the
registered person issues a receipt voucher, but subsequently no supply is made and no tax invoicg is
issued in pursuance thereof, the said registered persol iesue to the person who had made the
payment, a refund voucher against such payment. Therefore, in case subsequently no services jare

supplied by Udai Singh, and no tax invoice is issued in pursuance thereof, Udai Singh may isspie a
refund voucher againguch payment to Sujamal

14.Bhoj Raj, a registered person, has availed GTA services on which he is liable to pay tax undgr
reverse charge. He wishes to know whether he is required to issue an invoice. Please advis
him discussing the relevant provisions under CGST Act and rules timeler.

Answer:

Bhoj Raj is required to issue an invoice with regard to the GTA services availed by him. A registqred
person who is liable to pay tax under sséction (3) or sutsection (4) of section 9.€., where the
recipient is liable to discharge GST on reverse charge basis) shall issue an invoice in respect of gpods
or services or both received by him from the supplier on the date of receipt of goods or services pr
both.

15. Sitaram Textiles has to send cloth for dyeing to its jalorker. It wishes to know whether it needs to
issue a tax invoice at the time of sending the goods tojabrker. Please advise him with reference to
the provisions of the CGST Act.

Answer:

Sitaram Textiles has to issue a delivery challan and not the tax invoice at the time of sending the
goods to jobworker. Rule 55, inter alia, stipulates that for the purposes of transportation of goods
for job work, the consignor may issue a delivery @mlserially numbered, in one or multiple series,
in lieu of invoice at the time of removal of goods for transportation, containing the following details
namely:

(i)  date and number of the delivery challan;
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(iv) name, address and Goods and Services Tax Identification Number of the consigner,
registered,;

(v) name, address and Goods and Services Tax ldentification Number or Unique Identity Numiper

of the consignee, if registered;

(vi)  Harmonised System of Nomenclature code and description of goods;

(vii)  quantity (provisional, where the exact quantity being supplied is not known);

(viii) taxable value;

(ix) tax rate and tax amoung central tax, State tax, integrated tax, Union territory tax or cess,
where the transportation is for supply to the consignee;

(x) place of supply, in case of int&tate movement; and

(xi)  signature.

The delivery challan shall be prepared in triplicate, in case of supply of goods, in the following manner,

namelyg

(a) the original copy being marked as ORIGINAL FOR CONSIGNEE;
(b) the duplicate copy being marked as DUPLICATE FOR TRANSPORTER; and
(c) the triplicate copy being marked as TRIPLICATE FOR CONSIGNER

16.Luv & Kush Pvt. Ltd. of Meghalaya engaged in the supply of gifts items and repair serviceg
provides you the following details:

S. No. |Particulars Date

1. Commencement of the business of supplying goods a 015 August
services

2. ¢ dzNy 2 3SNJ SEOSSRa& MAZnnsj 15" August

3. ¢ dzNy 2 @S NJ2§@D,008 6rRk & 05" September

4. Application for registration made on 28" September

5. Registration certificate granted on 06" October

The company seeks your advice as to how it should raise revised tax invoices for supplies
made. Is there anyspecific provision for issuance of revised tax invoices to unregistered
customers? Explain.

Answer:
A supplier of both goods and services whose aggregate turnover in a financial year ex28ddkh

in a State/UT [ 10 lakh in specified Special Category States] is liable to apply for registration Wit:ln
It

30 days from the date of becoming liable to registration (i.e., the date of crossing the threshold li
of 20 lakh/ 10 lakh) in terms of section 22. Since Meghalaya is not a specified Special Categp
State, applicable threshold limit is20 lakh.

Further, where the application is submitted within said period, the effective date of registration is
the date on which the person becomes liable to registration; otherwise it is the date of grant of
registration.

SHRESHTA For CA and CMA | CA In@8 [GSTMay 2024 | Nov2024 254

ry



Every registered person who has been granted registration with effect from a date earlier than the
date of issuance of registration certificate to him, may issue revised tax invoices within 1 month from
the date of issuance of registration certificate espect of taxable supplies effected during this
period i.e. from the effective date of registration till the date of issuance of registration.

Since Luv & Kush Pvt. Ltd. has made the application for registration within 30 days of becoming ligble
for registration, the effective date of registration becomes the date on which the company becomgs
liable to registration i.e. 5 th September.

Thus, Luv & Kush Pvt. Ltd. may issue revised tax invoices against the invoices already issued dring
the period between effective date of registration (5 th September) and the date of issuance ¢
registration certificate (6 th October), within 1 month fradrth October.

—h

Further, Luv & Kush Pvt. Ltd may issue a consolidated revised tax invoice in respect of all taxgble
supplies made to unregistered dealers during such period. However, in case ebiatersupplies
made to unregistered dealers, a consolidated revisedintarice cannot be issued in respect of all
the recipients located in a State, if the value of a supply exce@¢s0,000

17.Jain & Sons is a trader dealing in stationery items. It is registered under GST and has undertake|
following sales during the day:

=)

S. No. Recipient of supply Y2 dzy
1. |Raghav Tradersa registered retail dealer 190
2. Dhruv Enterprises an unregistered trader 358
3. |Gaurav- a painter [unregistered] 500
4. |Oberoi Orphanage an unregistered entity 188
5. |Aaradhya- a student [unregistered] 158

None of the recipients require a tax invoice [Raghav Traders being a composition dealer].
Determine in respect of which of the above supplies, Jain & Sons may issue a Consolidated
Tax Invoice instead of Tdrvoice, at the end of the day.

Answer:

In the given illustration, Jain & Sons can issue a Consolidated Tax Invoice only with respect to supplies
made to Oberoi Orphanage [worth188] and Aaradhya [worth 158] as the value of goods supplied

to these recipientsislessthami nn & | f a2 0KSaS NBOALASyda | NB
invoice.

As regards the supply made to Raghav Traders, although the value of goods supplied to it is less fhan
200, Raghav Traders is registered under GST. So, Consolidated Tax Invoice cannot be issued.

Consolidated Tax Invoice can also not be issued for supplies of goods made to Dhruv Enterprises|and
Gaurav although both of them are unregistered. The reason for the same is that the value of goods
supplied is not less than200.
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18.Kartik & Co., a registered supplier under GST, provides the following information regarding
various tax invoices issued by it during the month of March:
(i) + £dz2S 2F adzllxX @ OKFNHSR Ay AYy@2A0S y20 |m

27T HXonznnno

i) ¢l E OKIFINAHSR Ay Ay@d2A0S y20 n 41l & oHZANnN
to wrong HSN code being chosen while issuing invoice.

i)y +=FfdzS OKIFINBHSR AYy Ay@2A0S y20 y ¢4l a OXH/J

due to wrong quantity considered while billing.
Kartik & Co. asks you to answer the following:

(1) Who shall issue a debit/credit note under CGST Act?
(2) Whether debit note or credit note has to be issued in each of the above circumstances?
(3) What is the maximum timdimit available for declaring the credit note in the GST Return?

Answer:
1. The debit/credit note shall be issued by the registered person who has supplied the goods and/pr
services, i.e. Kartik & Co.
2. Yes, debit/credit note need to be issued in each of the circumstances as under:
) A credit note is required to be issued as the taxable value in invoice no. 1 exceeds the
actual taxable value.
(i) A debit note is required to be issued as the tax charged in the invoice no. 4 is less than the
actual tax payable.
(i) A debit note is required to be issued as the value of supply charged in the invoice no. 8
less than the actual value.
3. The details of the credit note cannot be declared later than the return for the month of
September following the end of the financial year in which such supply was made or the date pf
furnishing of the relevant annual return, whichever is earlier.

S
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11. E-WAY BILL

A. What is Eway Bill?Electronic Way Bill {#&ay Bill) is @ompliance mechanisiwherein by way
of adigital interfacethe person causing the movement of goagsioads the relevant information
prior to the commencement of movement of goodsd generates -avay bill on the GST portal.

In other words, Bvay bill is arelectronic document generated on the GST portal evidencing

movement of goods.

B. What are the benefits of evay bill?
Following are the benefits ofway bill mechanism:
) Himination of state boundary cheghkosts
(i) It will facilitatefaster movement of goods

(i) It willimprove the turnaround time of truckand help the logistics industry by increasing

the average distances travelled, reducing the travel time as well as costs.

C. When is eway bill required to be generated? [Rule 138(1)]

A N v A A

~

Whenever there is a movement of goods@2 VY A A AYYSyY G @I £ dzS§8 SEOSSRAY

) in relation to a supply; or

(i) for reasons other than supply; or

(i)  due to inward supply from an unregistered person,

the registered person who causes such movement of gebdf furnish the information relating
to the said goods as specified Bart A of Form GST EWB before commencement of such
movement.

Ld A& A YLI2 NI linforinatiénzis to/ ke Ffugnishi@ddridr to dhe commencement of
movementofgoods | YR A& (G2 0SS AaddzSR 6KSIHGKSNI 6K$

NBIl d2ya 20KSNJ 0KIFyYy adzZJ) &¢ o

D. Who causes movement of goods?

a. If supplier is reqgisterednd undertakes to transport the goods, movement of goods is caused

by thesupplier.
b. If recipient arranges transporinovement is caused by hifrecipient)

If goods aresupplied by an unregistered supplier to a registered known recipraoivement
shall said to beaused by such recipient.

A

U Egle .Aff Ay OF&8S 2F W. Aftf ¢2 {KALI ¢2Q af

Ly F a.Aff ¢2 {KALI ¢2¢ Y2RSt 2F adzZJJXx @&
namely:

WIQ A4 0KS LISNE2Y K2 KIFIa 2NRSNBR Y. Q i
Y. Q0 A& (GKS LISNR2Y ¢K2 Aa aSyRAy3a 3IF22Ra
W/ Q Ada GKS NBOALASYy(d 2F 3I22Rad
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In this complete scenario. two supplies are involved and accordingly two tax invoices afe
required to be issued:

Invoice-1: 6 KA OK ¢ 2 dzf
Invoice-2: 6 KA OK ¢ 2 dzf

Qi
QX
QX
o
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It is clarified that as per the CGST Rules, 2017, for the movement of goods which is tak|ng
L F OS FNRBY da&. ¢  githe A dér B 8ayf gedefaté théViay Bil[fbut i hay =
be noted thatonly one eWay Bill is required to be generated

E. Meaning of consignment value of good€onsignment value of goods shall be the value:

1 determined in accordance with therovisions of section 15,

1 declared in_an invoice, a bill of supply odelivery challanas the case may be, issued in
respect of the said consignment and

1 alsoincludes the Central tax, State or Union territory tax, integrated tax andatesged, if
any, in the document and

1 shallexclude the value of exempt supply of goatsere the invoice is issued in respect of
both exempt and taxable supply of goods

Example:

1. Bhanupratap Shoe Manufacturers, registered in Punjab, sold shoes to a retail seller in Gujajat,
at a value of 48,000 (excluding GST leviable @ 18%) and wants to send the consignment] of
such shoes to Gujarat. The consignment value will 5&,640 [ 48,000 x 118%]. Since the
movement of goods is in relation to supply of goods and the consignment value exceed$
50,000, eway bill is mandatorily required to be issued in the given case.

2. Sindhi Textiles of Ludhiana, registered in Punjab, sends cloth to a job worker in Jalandhar,
Punjab on a delivery challan. The value of cloth mentioned in the delivery chalkd®,@©0.
Since the movement of goods is for reasons other than supply, the value given in the delivery
challan is adopted for the purposes of thevay bill. Such value does not excee8l0,000.
Consequently,-avay bill is not required to be issued in this case.

F. Special situations where-gvay bill needs to be issued even if the value of the consignment is
tf Saa GKIYy pnInnny

0] Inter-State transfer of goods by principal to jeworker: Where goods are sent by a
principal located in one State or Union territory to a job worker located in any other Statg
or Union territory, the eway bill shall be generatedither by the principal or the job
worker, if reqgistered, irrespective of the value of the consignni&hird proviso to rule
138(1)].

(i) Inter-State transfer of handicraft goods by a person exempted from obtaining
registration: Where handicraft goods are transported from one State or Union territory
to another State or Union territory by a person who has been exempted from the
requirement of obtaining registration [under clauses (i) and (ii) of sectiont2d]e-way
bill shall be generated by the said person irrespective of the value of the consignmer
[Fourth proviso to rule 138].
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