
VALUE OF SUPPLYGSt CHAPTER - 7

Introduction : 

GST is payable on ad-volerem basis i.e. percentage of Value of supply of goods or services. 

Therefore, It is important to know how to arrive value for payment of GST.

 Provisions relating to ‘value of supply’ set out the mechanism to compute such value 

basis which CGST and SGST/UTGST (intra-State supply) and IGST (inter- State supply) 

should be paid.

 Section 15 of the CGST Act supplemented with the Chapter IV: Determination of 

Value of Supply of CGST Rules3 prescribes the provisions for determining the value of goods 

and services.

 Section 15 of the CGST Act provides common provisions for determining the value of 

goods and services. It provides the mechanism for determining the value of a supply which is 

made between unrelated persons and when price and only the price is the sole consideration 

of the supply. When value cannot be determined under section 15, the same is determined 

using Chapter IV: Determination of Value of Supply of CGST Rules. 
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Section 15 : Value of Taxable Supply

1. The value of a supply of goods or services or both shall be the transaction value, 
           which is the price actually paid or payable for the said supply of goods or 
           services or both 
                      Ü where the supplier and the recipient of the supply are not related and 
                      Ü the price is the sole consideration for the supply.

2. The value of supply shall include

(a)

any taxes, duties, cesses, fees and charges levied under any law for the time 
being in force 
  this Act, the State Goods and Services Tax Act, the Union other than
Territory Goods and Services Tax Act and the Goods and Services Tax 
(Compensation to States) Act, if charged separately by the supplier

Example 
for
Goods

Mr. T a trader in selling imitation jewellery charges ` 3,000 for necklace from his customer 
Miss Y. In the above case ` 3,000 charged by Mr. T is the Transaction Value as this is the 
amount paid by Miss Y where price is the sole consideration for sale and supplier and buyer 
are not related

Example 
for
Service

An Audit firm based in Delhi undertake an audit assignment of his client based in Gurgaon. 
The Contract mentioned about the audit fees of ` 100000. Thus here the price payable by 
the Client towards audit is ̀  100000.

Taxes other than GST, if charged separately by the supplier 

Distributor
`80

Wholesaler
`90

Retailer
`100

Consumer
`100

store

buyerseller

Tobacco & Tobacco Products 

Invoice
Basic Price

Ex. Duty@30%

Total

GST@28%

RE
NT

RE
NT

RE
NT

Invoice
Basic Rent

Municipal Taxes

Total

GST@18%
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Analysis :-  1) Actually paid or payable :- means the total payment made or to be made by the buyer to or 
for the benefit of the seller for the supply of goods/services transaction value is therefore agreed 
contractual price.
2) price must be sole consideration :- Means there should not be any other direct or indirect benefit to the 

supplier from buyer. Expenses incurred by the buyer which are not for the benefit of the supplier can not 
amount to the consideration    for example ,  Buyer of capital goods discharges the loan of seller



(b)

any amount that the  in relation to such supplysupplier is liable to pay
 but which has been incurred by the recipient of the supply and 
 not included in the price actually paid or payable for the goods or services 
or both

Isha Time Gallery has been appointed as an authorized center of Sony electronics, 
On sales of worth ` 20,00,000 electronic items. Sony electronics is liable to pay 
commission @ 10 % on such sale i.e. ` 2,00,000 but such selling commission to be 
paid by Sony electronics has been paid by Isha Time Gallery for the month of August. 
In this case such expense shall be included in transaction value.

Example 
for
Goods

Payments made to third parties by the recipient of behalf of the supplier in 
relation to the supply.

How to determine value if amount charge is inclusive of GST ?

Vsmart Academy has charged a fees of `15,000 (inclusive of GST) to its students. 
GST applicable rate is 18%. Calculate value and amount of GST
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Analysis:- 
 :- A. Ltd sale goods to B Ltd worth ` 10,000 and freight is liable to pay ` 500.  Question 1

Supplier Recepient Obligation to pay Actually paid by Remark

A. Ltd B. Ltd Freight for supply of 
goods is liable to pay by 
seller

paid by buyer
i.e. B Ltd. 

A. Ltd B. Ltd Freight  liable to pay by 
Buyer

paid by buyer
i.e. B Ltd. 

Question 2 :- A. Ltd sale machine to B Ltd worth ` 10,00,000 which is installed at A. Ltd Factory
on as where bases. Mr B incurred `5000 for dismantling the machine and paid to the directly
third party. Determine the value

CBIC Clarification (Circular No. 47/21/2018 dt 08/06/2018)
Issue 1: 
I) OWM sends owned moulds and dies on free of cost (FOC) basis to PQR (an 

unrelated person/non-branch) for manufacture of component V. Component V 
was sent back to OEM.  Whether moulds and dies owned by Original Equipment 
Manufacturers (OEM) that are sent free of cost (FOC) to a component 
manufacturer is leviable to tax and whether OEMs are required to reverse input 
tax credit in this case?

Clarification :
Whether a Supply? : - Moulds and dies owned by the original equipment manufacturer 
(OEM) which are provided to a component manufacturer (the two not being related 
persons or distinct persons) on FOC basis does not constitute a supply as there is no 
consideration involved. 

 Circular No. 47/21/2018 dt 08/06/2018
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Input Tax Credit : - the moulds and dies are provided on FOC basis by the OEM to the 
component manufacturer in the course or furtherance of his business, there is no 
requirement for reversal of input tax credit availed on such moulds and dies by the OEM.

Value of Supply - the value of the supply made by the component manufacturer, the 
value of moulds and dies provided by the OEM to the component manufacturer on FOC 
basis shall not be added to the value of such supply because the cost of moulds/dies was 
not to be incurred by the component manufacturer and thus, does not merit inclusion in 
the value of supply in terms of section 15(2)(b) of the CGST Act.

Analysis :- If OEM supplied FOC to component manufacturer (PQR Ltd.) without the obligation of same 
then it's not included in value. [Component manufacturer (PQR Ltd.) is supplier and OEM is buyer, here 
it's not suppliers obligation which is met by buyer so same should be not be included in value of supply as 
per Section 15 (2) (d)]

Issue 2: 

ii) If there is a contract between OEM and component manufacturer for supply of 
components made by using the moulds/dies belonging to the component 
manufacturer, but the same have been supplied by the OEM to the component 
manufacturer on FOC basis?

Clarification :-

Value of Supply: - the amortized cost of such moulds/dies shall be added to the value of 
the components. 

Input Tax Credit :- the OEM will be required to reverse the credit availed on such moulds/ 
dies, as the same will not be considered to be provided by OEM to the component 
manufacturer in the course or furtherance of the former's business.
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Mr X goes to haldiram outlet and buys dryfruit worth ̀  2000 . Mr X ask for the special 
packing for which ` 500 is charged for packing . Here the transaction value will be ` 
2500 . The amount for special packing is separately payable by the recipient to the 
supplier.                                   

A company appoints an agent to procure order of goods from buyer. Agent procures 
an order @ ̀ 100 rupees. Now Seller company ask the buyer to pay only to supplier @ 
` 98 only and pay ̀  2 directly to the agent. Here GST will be charged on full  ̀ 100 

Joshi and Associates a CMA firm from Maharashtra is providing Cost Auditing Service 
to their client XYZ Pvt Ltd located in Karnataka. Fee being ̀  2,00,000. The travelling 
expense of ̀  10,000 is borne by Joshi and Associates on behalf of XYZ Pvt Ltd. Here 
the transaction value will be ` 2,10,000 as the travelling expense is incidental 
expense incurred for the provision of service

1.Example 
for
Goods

Example 
for
Service

2.Example 
for
Goods

(c)

incidental expenses, including commission and packing, charged by the supplier 
to the recipient of a supply and 
 any amount charged for anything done by the supplier in respect of the 
supply of goods or services or both 
at the time of, or before delivery of goods or supply of services

Incidental expenses

Few examples of such incidental expenses are -
Commission : This may be paid to an agent and recovered from the buyer of the goods / 

services; this is part of the value of the supply.
Packing, if charged by the supplier to the recipient, is similarly part of the value of the supply.
Inspection or Certification charges are another element that may be added to the value, if billed 
to the recipient of supply.
Installation and testing charges - at the recipient’s site will also be added, being an amount 
charged for something done by the supplier in respect of the supply at the time of making the supply.

Authorised Dealer

 Customer

Price                   5,00,000
Pre Delivery        70,000        
inspection
 
Total                  5,70,000
GST @ 18%     1,02,600

Invoice

Amount Charged at the time of Supply of Goods

Amount Charged after Supply by debit note

Authorised Dealer

 Customer

Price                   5,00,000

Total                  5,00,000
GST @ 18%     90,000

Invoice
PDI                    70,000

Total                   70,000
GST @ 18%      12,600

Debit Note

Advocate Service

Invoice
Legal Fees

Representation 

Fees

Lodging Boarding

Travelling

Total

1,00,000

10,000

20,000

5,000

1,35,000



Examples of additional recoveries by supplier

Ü Packing, labeling, designing etc 
Ü Excise duty, Customs duty or other taxes except GST
Ü Royalty, warranty charges, etc. 
ÜInsurance charges if goods are insured by the seller.
ÜDharmada collected by the dealer 
ÜWeightment charges. 
ÜAll expenses before the delivery (loading, weighing, coolie)
ÜFreight shown separately in invoice
ÜSalesman commission
ÜRental charges for durable and returnable packing 
Ü Erection installation charges 
Ü Pre Delivery Inspection Charges 

(d) interest or late fee or penalty for delayed payment of any consideration 
for any supply

Mr. X has supplied goods to Mr. Y on credit of 30 days. The contract provides that 
interest will be charged at the rate of 18% for delay in making payment of supply. 
It is specifically provides that such interest will form part of consideration and 
GST will be payable

Reliance telecommunication provides internet service to Mr. Y at a monthly 
charge of Rs. 500. The last date for payment of the same is on the 5th of the 
following month. Late fee of Rs. 100 is charged is the payment of the bill is not 
made within the due date. Hence when Mr. Y makes a payment of Rs. 600, this 
shall be the transaction value and GST on the same will be payable as per 
applicable rates

Example 
for
Goods

Example 
for
Service
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Analysis :- 1) If recipient makes the payment beyond the period stipulated in the invoice, the 
supplier charges interest/other charges/ Penalty. GST on such charges shall be paid only on 
receipt basis. Therefore, even if a debit note or a bill is raised for such supply, the liability of 
GST would arise only on actual receipt.

2) If addition GST not recover on interest late fee penalty than this shall be treated as inclusive 
of GST

(e)

subsidies  excluding subsidies provided by the directly linked to the price
Central Government and State Governments.

Subsidy is by private enterprizes



Sale of urea by the manufacturer at the recommended price by the Government (i.e. 
at cheaper price) to make urea at a cheaper price.The supplier is paid the subsidy 
directly by the Government. Here the subsidy is not to be included in the transaction 
value. Though it is related to the price but the same is provided by the Government 
therefore subsidy will not be included in the transaction value

Avalara Software Co based in Bangalore, Is engaged in providing cloud computing 
services to one of its client which is a Micro, Small and Medium Enterprise (MSME) 
located in Tumkur. For provision of such services the Govt of Karnataka offers a 
subsidy of Rs 20000. In the above case though the subsidy is linked to the service 
the same shall not be included in transaction value as it is  provided by the State 
Government.

Example 
for
Goods

Example 
for
Service

Mr. X is a supplier of resisters and stationery. He is getting a subsidy of ` 10 per 
register from charitable trust for their supply to poor students. Mr. X has charged ̀  30 
per register to students. In this case value for GST is ̀  40 as subsidy is from a person 
other than government and directly link to the price. 

Example 
for
Goods

Vsmart Academy got a subsidy of ` 5 lakhs to setup coaching classes in backward 
region from a private enterprises which is not link with the fees charged to per 
student. Such subsidy is not includible in the value of goods.

Example 
for
Goods

Subsidy to be added in Value

Subsidy not to be added in Value
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3.

The value of the supply shall not include which is givenany discount 

(a)

before or at the time of the supply if such discount has been duly recorded in the 
invoice issued in respect of such supply; and

(b)

after the supply has been effected, if—

(i)  such discount is established in terms of an agreement entered into at or 
before the time of such supply and specifically linked to relevant invoices; 
and

(ii)  input tax credit as is attributable to the discount on the basis of document 
issued by the supplier has been reversed by the recipient of the supply.

Discount shown in Invoice. Price of a car is ` 5 Lacs and a discount of 5% is given 
being the year end sale. Here the transaction value will be ` 4.75 Lacs i.e. after 
discount which will not be included in transaction value

Mr. A purchases an Air Conditioner from Mr. B for ̀  20000 on credit on July 1, 2018. 
On August 1, 2018, Mr. A gives discount of ` 5000 to Mr. B and Mr. B makes 
payment of ` 15000. Here if the discount is not known before or at the time of 
supply, then transaction value will be ̀  20000. But if discount is based on terms of 
contract or terms of payment then transaction value will be ̀  15000 only

A Ltd a registered company is providing services to B Ltd for development of a 
commercial property. The cost of service is ` 20,00,000. A Ltd is giving a 5% 
discount to B Ltd. The same has been separately reflected in the invoice before the 
providing the service. Hence in the above case the transaction value will be ` 
19,00,000 as the discount is given before supply and recorded in the invoice

Example 
for
Goods

Example 
for
Service

A Ltd a registered company is providing services to B Ltd for development of a 
commercial property. The cost of service is Rs. 20,00,000. A Ltd is giving a 5% 
discount to B Ltd. The contract has been entered into by both the parties before the 
provision of service which specifies the discount details and the same is reflected 
in the invoice as well. Even though the discount is given after the provision of 
service the transaction value would be Rs. 19,00,000. Here it is to be noted that the 
input tax credit pertaining to the discount issued by A Ltd must be reversed by B Ltd

Example 
for
Goods

Example 
for
Service

Deduction of Discount

Discount given before or at the time of supply

Discount given after the time of supply
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Analysis :- Post supply Discount :- 
Subject to the fulfilment of following condition :
I)Such discount is given as per agreement
ii) Such discount is known at or befor the time of supply
iii) Such discount can be linked with relevant invoice
iv) recipient of supply who has availed ITC has to reversed 



Different type of discount, offer or sale promotion scheme 

Free Sample and Gift 

Secondary Discount

Buy 1 Get 1 Free 

Buy More Save More Offer
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Explanation For the purposes of this Act,–

(a) persons shall be deemed to be “related persons” if

(i)  such persons are officers or directors of one another’s businesses;

(ii)  such persons are legally recognised partners in business;

(iii)  such persons are employer and employee;

(iv)  any person directly or indirectly owns, controls or holds twenty-five 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 they are 
members of the same family;

(b) the term “person” also includes legal persons;

(c) persons who are associated in the business of one another in that one is 
the sole agent or sole distributor or sole concessionaire, howsoever 
described, of the other, shall be deemed to be related.

Definition of Related person

4. Where the value of the supply of goods or services or both cannot be determined 
under sub-section (1), the same shall be determined in such manner as may be 
prescribed.(i.e. CGST Rules, 2017)

5. Notwithstanding anything contained in sub-section (1) or sub-section (4), the value of 
such supplies as may be notified by the Government on the recommendations of the 
Council shall be determined in such manner as may be prescribed.

Supply Particular Sec 15(1) Value

Supply for 
Consideration

Non- monetary  
consideration( Barter)

Non- monetary  +  
Monetary consideration
(Exchange)

Monetary Consideration

Agent 

Notified cases by 
Government (fix value)

-
NA

NA

NARelated Party

Unrelated Party Applicable

NA

NA

15(4) + rules

15(4) + rules

15(4) + rules

15(4) + rules

15(4) + rules

15(5) + rules

Supply for without 
Consideration

- - NA 15(4) + rules

-

-

-

Sr. No Supplier Recepient Remark

Mr. P

Mr. Q

Mr. R

Agent (Sole Agent/Sole distributor)

Agent (One of his other agent)

Agent (Sole agent of Goa)

Related Person

Unrelated Person

Unrelated Person

1

2

3
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Illustration 1 - (ICAI Material)
Black and White Pvt. Ltd. has provided the following particulars relating to goods sold by it to 
Colourful Pvt. Ltd.

Particular ₹

List price of the goods (exclusive of taxes and discounts) 50,000

Black and White Pvt. Ltd. received  ̀  2000 as a subsidy from a NGO on sale of such goods. The 
price of ` 50,000 of the goods is after considering such subsidy. 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. Ltd.

Tax levied by Municipal Authority on the sale of such goods 5,000

CGST and SGST chargeable on the goods 10,440

Packing charges (not included in price above) 1,000
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Illustration 2 - 
Samriddhi Advertisers conceptualised and designed the advertising campaign for a new 
product launched by New Moon Pvt Ltd. for a consideration of ` 5,00,000. 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  ̀  15,000 as 
interest. (Assume GST rate is 18%)

Determine the value of taxable supply made by Samriddhi Advertisers.
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Important Definitions
For the purposes of the provisions of this Chapter, the expressions-

(a)   of a supply of goods or services or both means “open market value”
 Ü the full value in money, 
 Ü excluding the integrated tax, central tax, State tax, Union territory tax and the cess  

payable by a person in a transaction, 
 Ü where the supplier and the recipient of the supply  are not related and 
 Ü the price is the sole consideration,
   to obtain such supply at the same time when the supply being valued is made

Sec 2(5)“agent” means a person, including a factor, broker, commission agent, arhatia, del 
credere agent, an auctioneer or any other mercantile agent, by whatever name called, who 
carries on the business of supply or receipt of goods or services or both on behalf of another;

Sec 2(88)“principal” means a person on whose behalf an agent carries on the business of 
supply or receipt of goods or services or both

(b)  means “supply of goods or services or both of like kind and quality” 
 Ü any other supply of goods or services or both 
 Ü�made under similar circumstances
 Ü�that, in respect of the characteristics, quality, quantity, functional components, 

materials, and the reputation of the goods or services or both first mentioned, is the same 
as, or closely or substantially resembles, that supply of goods or services or both.

Authorised Dealer

Authorised Dealer Authorised Dealer

Rules : Determination of Value of Supply

LG IFB Samsung

 Analysis :- Similar Circumstances :- For Example, Value of a product in Pune may be higher than value in Goa due 
to different circumstances prevailing. Thus, it is provided that supply under similar circumstances shall be considered
Quality and Reputation :- It is possible to compare the quality and reputation of goods but very difficult to compare 
quality and reputation of any service. The consultants and hotels charge prices with huge differences based on their  
reputation. Hence, similar price criteria would not work where there are huge quality or brand/reputation differences.

Analysis :- means  the best price at which the sale goods and services  would have been completed unconditionally for 
cash consideration on the date of valuation. This provision does not provide the manner of adjustment to be made to 
overcome the effect of those disqualifying circumstances present but simply state that OMV shall be the value of the supply 
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Rule 27 :  Value of supply of goods or services where the consideration 
is not wholly in money.-

(a)  be the  value of such supplyopen market

(b) if the open market value is not available under clause (a), 
 be the sum total of consideration in money and any such further amount 
in money as is equivalent to the consideration not in money, if such amount is 
known at the time of supply

(c) if the value of supply is not determinable under clause (a) or clause (b), 
  be the value of supply of goods or services or both of like kind and 
quality

(d) if the value is not determinable under clause (a) or clause (b) or clause (c), 
 be the sum total of consideration in money and such further amount in 
money that is equivalent to consideration not in money as determined by the 
application of rule 30 or rule 31 in that order. 

Examples

Question - Ms. Meera approached the Jewelry shop and purchased the jewelry having OMV of 
`5,00,000. The consideration is discharged by way of bank payment ̀ 2,00,000 and remaining 
with exchange of old jewelry.
Answer- In this case the OMV of jewelry is available. Therefore value of supply as per Rule 27 is 
OMV of jewelry i.e.`5,00,000.

Money value
of 
consideration
Clause (b) 

Question - M/s XYZ Ltd. is dealer of microwave oven sold oven to Mr. A. Mr. A purchased the 
same in exchange of old microwave oven and paid cash of ̀  20,000. The monetary value of old 
microwave oven is equivalent to ̀  5,000. 
Answer-  In this case the OMV of oven is not available. Therefore value is determine as per 
Rule 27 (b) i.e. monetary value and non-monetary value of consideration i.e. ` 20000(cash 
paid) + ̀ 5000 (non-monetary value of old microwave oven) =` 25,000.

Supply of 
like kind 
and quality
Clause (c)

Question - Mr. A got one statue from his aunt who lives in USA and showcases the same in his 
shop. Mr. B approaches Mr. A for purchase of the statue in exchange of another statue of like 
kind and quality. The OMV of the same statue is not available. The value of like kind and quality 
is available i.e. ̀  60,000. Determine the value of supply.
Answer- As per the aforesaid Rule when there is supply of goods wherein consideration is not 
wholly where  the open market value and money value of additional consideration is not 
available then  value of supply of goods or services or both of like kind and quality
Hence, in the above case the value will be ̀ 60,000

CGST Rules 2017

Where the supply of goods or services is for a consideration not wholly in 
money, the value of the supply shall

Open market
Value

Clause (a)

Value as per 
Rule 30 & 31 

M/s XYZ manufacturer supplies the goods to the retailer and agreement between them is that 
the retailer should advertise the brand of M/S XYZ in their outlets. The manufacturing cost of 
goods is ̀  2000 per unit. Determine the value of supply.
Ans: The OMV and value of an equivalent consideration and value of like kind and quality is not 
available. Therefore the value should be determine as per Rule 27 (d) i.e valuation should be 
done as per Rule 30 or Rule 31.
Therefore value of supply as per Rule 30= 110% of ̀ 2000 =2200 per unit.
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Rule 28 : Value of supply of goods or services or both between distinct 
                or related persons, other than through an agent.
 

(a)  be the  supplyopen market value of such

(b) if the open market value is not available, be the value of supply of goods or 
services of like kind and quality

(c) if the value is not determinable under clause (a) or (b), be the value as 
determined by the application of rule 30 or rule 31, in that order

Provided that where the goods are intended for further supply as 
such by the recipient, the value shall, at the option of the 
supplier, 
 be an amount equivalent to ninety percent of the price 
charged for the supply of goods of like kind and quality by the recipient 
to his customer not being a related person

Proviso

Provided further that where the recipient is eligible for full input 
tax credit, the value declared in the invoice shall be deemed to be the 
open market value of the goods or services.

Proviso

Examples

The value of the supply of goods or services or both between distinct persons as 
specified in sub-section (4) and (5) of section 25 or where the supplier and 
recipient are  related, other than where the supply is made through an agent, shall

Question 1 - Rajguru Industries stock transfers 1,00,000 units (costing `10,00,000) requiring further 
processing before sale, from Bijapur in Karnataka to its Nagpur branch in Maharashtra. 
The Nagpur branch (distinct person as having same PAN), apart from processing units of its own, engages 
in processing of similar units by other persons who supply the same variety of goods, and thereafter sells 
these processed goods to wholesalers. Goods of the same kind and quality are supplied in lots of 1,00,000 
units each time, by another manufacturer located in Nagpur. The price of such goods is ` 9,70,000. 
Examine the tax implications as in accordance with relevant provisions of GST?

Answer. 

Question - If P Sells to related person Q at ̀  10,000 and Q sells to unrelated person 
at ̀  12,000 and open market value of goods is ̀  10,900, then , value of P = 
Answer - Open Market Value - 10,900
At option of P, value = 90% 12,000 = 10,800
Hence , Value = 10,800

Examples

Question- Mr. XYZ manufacturer transfers the clothes manufactured by it to its 
branches at price of � 3000. The OMV of such clothes is not available, however value 
of like kind and quality is � 5,000 per cloth. The branches are eligible for full ITC. 
Determine the value of supply by manufacturer to its branches.
Answer-  As proviso 2 to Rule 28 recipient is eligible for full ITC, the value declared 
in invoice shall be deemed to be OMV. Therefore in this case value of supply= �3,000 
as branches are eligible for full ITC.
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Question 3 - A Ltd. sold a product for Rs. 34,000 to Mr. X. Open Market price of the product is not 
available. Product of same like kind & quality is also not available in the market. Mr. X is selling the same 
like kind of product to his consumer for Rs. 60,000. Mr. X holds 60% share in A Ltd. Determine the value 
of supply for the purpose of levy of GST.

Answer:- 

Question 2 - M/s. Monalisa Painters owned by Vasudev is popularly known for painting the interiors of 
banquet halls. Vasudev also owns M/s. Starry Night Painters which is engaged in painting machinery 
equipment. A factory contracts M/s. Monalisa Painters for painting its machinery to keep it from corrosion, 
for a fee of `1,50,000. M/s. Monalisa Painters sub-contracts the work to M/s. Starry Night Painters for 
`1,00,000, and ensures supervision of the work performed by them. Generally, M/s Starry Night Painters 
charges a fixed sum of ̀  1,000 per hour to its clients; it spends 120 hours on this project.  State the value of 
supply of service M/s Starry Night Painters with required explanation.

Answer - 
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(b)   where the value of a supply is not determinable under clause (a), the same 
shall be determined by the application of rule 30 or rule 31 in that order.

Rule 29- Value of supply of goods made or received through an agent.

The value of supply of goods between the principal and his agent shall

(a)
be the open market value of the goods being supplied, or 
 at the option of the supplier,  
  be 90% of the price charged for the supply of goods of like kind 
and quality by the recipient to his customer not being a related person, where the 
goods are intended for further supply by the said recipient.

Question - A principal supplies groundnut to his agent and the agent is supplying groundnuts of like kind 
and quality in subsequent supplies at a price of five thousand rupees per quintal on the day of the supply. 
Another independent supplier is supplying groundnuts of like kind and quality to the said agent at the price 
of four thousand five hundred and fifty rupees per quintal. Determine the value of supply 

Example

Ans.

Question - House appliances Ltd. (Pune) has 25 agents located across the state of Maharashtra (except 

Pune). The stock of vacuum cleaner is dispatched on just in Time basis from House Appliances Ltd. to the 

locations of the agents, based on receipt of orders from various dealers, on a fortnightly basis. House 

Appliances Ltd. is also engaged in the wholesale supply of vacuum cleaners in Pune. An agent places an 

order for dispatch of 20 vacuum cleaners on 10 December. House Appliances Ltd.  had sold 20 vacuum 

cleaners to a retailer in Pune in 8-Dec for ̀  1,30,000. The agent effects the sale of the 20 units to a dealer 

who would effect the sales on MRP basis (i.e. @ ̀  7,000/unit )  

Answer: Assuming that agents bill in their own name to buyer, para 3 of Schedule-I deems the supplies 

between the principal and agent to be supplies for the purpose of GST, even if principal -agent  supply is 

without consideration. Therefore, the transfer of goods by the principal (House appliances Ltd.) to its agent 

for him to effect sales on behalf of the principal  would be deemed to be a supply although made without 

consideration. The value would be either open market Value, or 90% of price charged by recipient of 

intended supply to its customers , at the option of the supplier, Thus , the value of the supply by House 

Appliances Ltd. to its agent would be either ̀  1,30,000 or ̀  1,26,000 (i.e. 90% x 7,000 x 20) based on the 

option chosen by House Appliances Ltd. = 1,26,000
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30
 
Where the value of a supply of goods or services or both is  not determinable by any  
of the preceding rules of this Chapter, 

            the value shall be 110%        of      the cost of production or manufacture or
                                                                          the cost of acquisition of such goods or 
                                                                          the cost of provision of such services.

Rule 30- Value of supply of goods or services or both based on cost.-

As per Cost Accounting Standard 4 (CAS 4) issued by ICWAI, Cost of Production consists

  Particulars       Amount

Material Consumed        XXX

Direct Wages and Salaries       XXX

Direct Expenses        XXX

Work Overhead        XXX

Quality Control Cost        XXX

Research and Development Cost      XXX

Packing Cost         XXX

Administrative cost related to production      XXX

Amortized cost of moulds, dies, etc      XXX

Total          XXX

Less: Recoveries for sale of scrap, wastage, etc    XX

COST OF PRODUCTION AS PER CAS-4     XXX

Exclusions: Following cost shall not be considered for determining cost of production

1) Advertising, insurance expenses  2) Non- recurring costs  3) Abnormal losses  
4) Selling and distribution costs   5) Interest and financial charges. 

Just for Knowledge 

1) Cost of Production

2) Cost of Providing services : - Basic principal for determining the cost has been enumerated in CAS 
- 4. this principal should be applied for the purpose of determining cost of service

Chart
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3) Cost of Acquisition :- 

As per Cost Accounting Standard 4 (CAS 4) issued by ICWAI, Cost of Production consists

  Particulars       Amount

Purchase Price         XXX

Duties & Taxes         XXX

Freight Inward         XXX

Insurance         XXX

Other expenditure Directly attributable to procurement    XXX

Less:           

Discount         XXX

rebates  and other similar items       XXX

Taxes eligible for input credit       XXX

Duty Drawback and other similar duties      XXX

COST OF Acquisition        XXX

Question 1 - Cost of production and Valuation Rule 30 : Gama Ltd., a manufacturer, has two production 
units - Unit A (Maharashtra) and Unit B (Goa). Unit A of Gama Ltd. Manufactures product 'X'. In March, Unit 
A has manufactured 1000 units of product 'X', 80% of such production is sent to Unit B for further 
manufacture of product 'Y' and the remaining 20% is lying in stock. Computee value of supply, assuming 
that value cannot be determined under rule 28 and therefore, value is to be determined under rule 30 at 
110% of cost [amounts in ̀

Particular Amount (`)

Cost of direct materials [inclusive of GST @ 12.00%]

Cost of direct salaries [includes house rent allowance of ` 12,000

Quality control cost

Research & Development Cost

Administrative cost : Production related

Interest and financial charges

Scrap value realized

22,400

30,000

4,300

2,700

2,400

2,400

1,500

Particular Amount (`)

Material consumed [Cost (net of input credit of GST) = ` 22,400 x 100 ÷ 112.00]

Cost of direct salaries [includes house rent allowance of ` 12,000

Quality control cost

Research & Development Cost

Administrative cost : Production related

Interest and financial charges [financial cost is not production cost]

Less :- Scrap value realized

20,000

30,000

4,300

2,700

2,400

-

(1,500)

Answer:- Determination the value as per Rule 30

Value 57,900
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Question 2- Avlara Technologies ltd launched GST software service for providing information & 
compliance procedures related to GST. This was launched in the market of Bangalore as on 15.05.2018. 
For the provision of this service the expertise knowledge of a number of engineer’s and CMA's has been 
used. As on date there are no other service providers in the neighboring area engaged in supply of such 
services as that of Avlara Technologies, Bangalore.
State the value of supply of service with required explanation.
Answer - In the above case the valuation cannot be done as per the earlier stated Rules namely due to non-
availability of open market value & also services of like kind & quality. 
Calculating the cost of provision of service is a tedious process and hence the service provider can decide 
to determine the value on reasonable basis as per proviso to Rule 31.

Rule 31 - Residual method for determination of value of supply of goods 
               or services or both.-

Where the value of supply of goods or services or both cannot be determined 
under rules 27 to 30, the same shall be determined using reasonable means 
consistent with the principles and the general provisions of section 15 and the 
provisions of this Chapter

Provided that in the case of supply of services, the supplier may opt for this 
rule, ignoring rule 30.

Proviso

Example

Question 1: Mr Hussain is an artistic painter who recently exhibited his exclusive painting on Nature its 
beauty at an art gallery in Pune. The value of such painting cannot be ascertained by means of open market 
value or by principles of goods of like kind & quality or by cost plus method as it is an exclusive art executed 
by the artist. Determine the value of Supply.

Ans. In the given case as per aforesaid rule the value shall be determined using residual method i.e. using 
reasonable means.

Question 2 - Avlara Technologies ltd launched GST software service for providing information & 
compliance procedures related to GST. This was launched in the market of Bangalore as on 15.05.2018, 
the cost of provision of such service is ` 42,000/-. As on date there are no other service providers in the 
neighboring area engaged in supply of such services as that of Avlara technologies, Bangalore. State the 
value of supply of service with required explanation.

Answer- 
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Question 1 :- During Jan, 20XX, Maharashtra Government run following two lottery schemes- 
1. Maha lottery (face value : ̀ 200 price as notified in the official Gazette:  ̀ 180)
2. Jackpot (face value : `500, price as notified in the official Gazette  `470) (authorised by 

Maharashtra Government)
Maha lottery can be sold only in Maharashtra. Jackpot can be sold even in other States.
On Jan, 20XX, 5000 tickets of Maha lottery sold and 2000 tickets of Jackpot lottery sold. Determine the 

amount of GST in this transaction

Answer: As per Rule 31A, Value of Supply of Lottery(Run/organised by state Government)  100/128 of the 
face value of ticket or price as notified in the official gazette by the organising state, whichever is higher

Nature of 
supply

Taxable Value (`) IGST @ 28%
(`)

CGST @ 14%
(`)

SGST @ 14%
(`)

Intra State 
Supply

Inter State
Supply

7,81,250
(`500 x 2000) x 100 /128

7,81,250
(`200 x 5000)x 100/ 128

2,18,750

1,09,375 1,09,375

- -

-

Question 2:-At Madras Race Club, Mr.A has placed an amount of ̀ 10 crore into totalisator on horse no. 9. If 

he wins, he gets 15 times the amount. Determine the value of supply involved
Answer:- Activities of a race club including by way of totalisator or a license to book maker  or activities of a 

licensed book maker in such club amount to business and such activities is supply. the word totalisator  

means a device showing the number and amount of bets staked on a race, to facilitate the division of the 

total among those backing the winner. The value of such supply = 100% of the amunt paid into the totalisator  

= ̀  10 crore

Rule 31A - Value of Supply in case of lottery, betting, gambling and horse Racing

Notwithstanding anything contained in the provisions of this chapter, the value in respect 
of supplies specified below shall be determined in the manner provided hereinafter. 

(1) 

(2) Valuation in case of Lottery.

The value of supply of 
lottery face value of ticket 

or 
price as notified in the Official Gazette by 
the organising State, whichever is higher.

“Organising State” has the same meaning as assigned to it in clause 
(f) of  sub-rule (1) of rule 2 of the Lotteries (Regulation) Rules, 2010.

(3) The value of supply of actionable claim in the form of chance to win in betting, 
gambling or horse racing in a race club  

   shall be 100% of the face value of the bet or the amount paid into the 
totalisator.

shall be deemed to be

100/128 
of the

Explaination

Amendmed by N/N 
8/2020 CT dt 2/03/2020
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Rule 32- Determination of value in respect of certain supplies

1.

2.  The value of supply of services in relation to the purchase or sale of foreign currency, 
including money changing, shall be determined by the supplier of services in the 
following manner, namely:- 

 for a currency, when exchanged from, or to, Indian Rupees, the value shall be 
equal 
to the difference in the buying rate or the selling rate, as the case may be, and the 
Reserve Bank of India reference rate for that currency at that time, multiplied by 
the total units of currency

(a)

Proviso
Provided that in case where the Reserve Bank of India reference 
rate for a currency is not available, 
the value shall be 1% of the gross amount of Indian Rupees provided or 
received by the person changing the money

Proviso
Provided further that in case where neither of the currencies 
exchanged is Indian Rupees, 
the value shall be equal to 1% of the lesser of the two amounts the person 
changing the money would have received by converting any of the two 
currencies into Indian Rupee on that day at the reference rate provided 
by the Reserve Bank of India.

Notwithstanding anything contained in the provisions of this Chapter, the value in 
respect of supplies specified below shall, at the option of the supplier, be determined in 
the manner provided hereinafter.

Value of supply of services in relation to the purchase or sale of foreign currency

Valuation in Special Cases

Option - 1

Proviso
Provided also that a person supplying the services may exercise the 
option to ascertain the value in terms of clause (b) for a financial year and 
such option shall not be withdrawn during the remaining part of that 
financial year.
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1. Example
of Service

Case 1: RBI rate is available 
US $ 1,000 are sold by a customer at the rate of Rupees 45 per US $. RBI  reference 
rate for US $ is Rupees 45.50 for that day  

Solution: 

Particulars     Amount
Value=(Buying Rate/Selling Rate-RBI)   (45.50-45)*1000
*Total units of currency (Value)    Rs. 500

Case 2: RBI rate is not available 
Siddhi Ltd exported some goods to Samson Inc of USA. It received US $ 9,000 as 
consideration for the same and sold the forgein currency @ Rs. 61/US $ 

Solution: 

Particulars     Amount

Value= 1% (Gross amount of INR provided   = 1%*(61*9,000)
or received by the person changing the money)   Rs. 5,490     

(b)

 at the option of the supplier of services, the value in relation to the supply of foreign 
currency, including money changing, shall be deemed to be

I 1% of the gross amount of currency exchanged for an amount up to one 
lakh rupees, subject to a minimum amount of ̀  250 

ii ` 1000 and 0.5% of the gross amount of currency exchanged for an amount 
exceeding one lakh rupees and up to ten lakh rupees; and

iii ` 5500 and 0.1% of the gross amount of currency exchanged for an amount 
exceeding ten lakh rupees, subject to a maximum amount of sixty thousand 
rupees.

Case: No INR involved 

What would be the value of taxable service if US $ 9,000 are converted in Pound 4,500. 
RBI reference rate Rs. 63/US $ and Rs. 101/£ 

Solution: 

Particulars     Amount

Value= 1% (lesser of the two amounts when 

converted to INR as per RBI rate) US $ to INR  $9,000*Rs. 63

      Rs. 5,67,000

UK Pound to INR     € 4,500*Rs. 101

Rs. 4,54,500     1%(4,54,500)

Value      Rs. 4,545

Option - 2

Foreign currency 
Exchange

$ 100 $ 1000 $ 10000 $100000 $ 5000000

Gross exchange 
value in `

4,550 45,500 4,55,000 45,50,000 22,75,00,000

Calculation of 
Value for GST

Example : Exchange Rate 1$ = 45.50

Case : 1 Case : 2 Case : 3 Case : 4 Case : 5

Value for GST



3.

The value of the supply of services in relation to booking of tickets for travel by air 
provided by an air travel agent shall be deemed to be an amount calculated at the rate of 

    Value for GST = 5% x Basic FareDomestic Booking

   Value for GST=10% x Basic FareInternational Booking

Explanation
The expression means that part of the air fare on which “basic fare” 
commission is normally paid to the air travel agent by the airlines.

Example
of Service

Particulars                Basic fare       Other           Taxes       Total Value  
           Charges                        of Tickets  

Domestic Bookings           100,900           9,510    4,990 115,400

International Booking        316,880          20,930   15,670 353,480

Mr. U is an air travel agent, who discharges his GST liability at special rates provided 
under the Valuation Rules, 2017. Compute his Value with the help of following 
particulars furnished by him.     

Value of the supply of services in relation to booking of tickets for travel by air

Solution
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4.

The value of supply of services in relation to  shall be,-life insurance business

(a) If saving amount separately intimated : the gross premium charged from a 
policy holder reduced by the amount allocated for investment, or savings on 
behalf of the policy holder, if such an amount is intimated to the policy holder at 
the time of supply of service

(b) in case of single premium annuity policies other than (a), 10%  of single 
premium charged from the policy holder; or

(c)  in all other cases, 

25%  of the premium charged from the policy holder in the first year 
 and 

12.5% of the premium charged from the policy holder in subsequent years:

Proviso
Provided that nothing contained in this sub-rule shall apply 
where the entire premium paid by the policy holder is only 
towards the risk cover in life insurance.

Value of supply of services in relation to life insurance business
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CHART

Example
Arihant Life Insurance Company Ltd (ALICL) has started its operations in the year 2018-2019. During the 
year 2018-19, Arihant Life Insurance Company Ltd (ALICL) has charged gross premium of Rs 180 lakh 
from policy holdres with respect to life insurance policies out of which Rs 100 lakh have been allocated for 
investment on behalf of the policy holders     

Compute Value of ALICL for the year 2018-19                                                                                   
(i)  if the amount allocated for investment has been intimated by ALICL to policy holders at the time of 

providing service                                                                                                                                        
(ii)  if the amount allocated for investment has not been intimated by ALICL to policy holders at the 

time of providing the service and they are single premium annuity policies                          
(iii)  if the amount allocated for investment has not been intimated by ALICL and they are not single 

premium annuity policies                                                                                                                 
(iv)  if the gross premium charged by ALICL from policy holders is only toward risk cover     

Solution 



5.

Where a taxable supply is provided by a person dealing in buying and selling of 
second hand goods i.e., used goods as such or after such minor processing which 
does not change the nature of the goods and where no input tax credit has been 
availed on the purchase of such goods, 
 the value of supply shall be the difference between the selling price and 
the purchase price and where the value of such supply is negative, it shall be 
ignored: 

Proviso
Provided that the purchase value of goods repossessed from a defaulting 
borrower, who is not registered, for the purpose of recovery of a loan or 
debt shall be deemed to be the purchase price of such goods by the 
defaulting borrower reduced by 5%  for every quarter or part thereof, 
between the date of purchase and the date of disposal by the person 
making such repossession.

Buying and Selling of Second hand Goods
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Example : Purchase price of defaulting borrower Mr. V = 1,00,000 on 1-2-2020. Goods are 
repossessed by U Ltd. on 1-5-2020 and disposed of U on 2-7-2020. Here, no of quarters = 
2-7-2020 - 1-2-2020 = 3 [Jan-March, April-June and July-September] [Calender year 
basis]. Purchase value = 1,00,000 - 15% = 85,000.
If Sale Value is ̀  88,000, then value of supply = 88,000 - 85,000 = 3,000

Example : Mr  X a 2nd hand car dealer purchases from Mr Raj and further sells the very same car to 
Mr Harsh after painting and renovation. The purchase price is ` 3, 00,000 whereas the 
sale price is `  3, 50,000. Mr X has not taken input tax credit paid on purchase of such 
goods. Determine the value of supply as per GST.

Answer-As per Rule 32(5) of CGST Rules, Where a taxable supply is provided by a 
person dealing in buying and selling of second hand goods i.e., used goods as such or 
after such minor processing which does not change the nature of the goods and where no 
input tax credit has been availed on the purchase of such goods, 
Thus, The value of supply shall be the difference between the selling price and the 
purchase price i.e. ̀  50,000 ( ̀  3,50,000 –  ̀  3,00,000) as per GST Act.



6.

The value of a token, or a voucher, or a coupon, or a stamp (other than postage stamp) 
which is redeemable against a supply of goods or services or both shall be equal to the 
money value of the goods or services or both redeemable against such token, 
voucher, coupon, or stamp.

Example
of Goods

Pune Central has issued a voucher to its customer worth ̀  1,000 for purchases made above ̀  
5,000. Here the value shall be ̀  1,000 which will be redeemed against such voucher

Example
of 
Services

Question - Mr. & Ms. Sharma purchased 10 gift vouchers for ̀  500 each from Crossword, and 
5 vouchers from Four Fountains Spa costing ` 1,000 each, and gives them as return gifts to 
children and their parents for their son’s birthday party. The vouchers from Four Fountains 
Spa had a special offer for couples – services for both persons at the price chargeable to one. 
State the value of supply of service with required explanation.
Answer- As per the aforesaid Rule the value of the supply would be the money value of the 
goods redeemable against the voucher. 
Thus, in case of vouchers from Crossword, the value would be ` 5,000 (i.e., ` 500 * 10) and 
the value of vouchers in case of Four Fountains Spa would be ̀  10,000 (i.e., ̀  1,000 * 2 * 5).

Value of a token, or a voucher, or a coupon, or a stamp

Press Release on Margin Scheme dt 15/07/2017

Doubts have been raised regarding the applicability of the margin scheme under GST for dealers in second hand 
goods in general and for dealers in old and used bottles in particular.

As per the clarification issued by press, The margin scheme can be availed by any registered person dealing in 
buying and selling of second hand goods (including old and used empty bottles) and who satisfies the conditions of 
Rule 32(5) of CGST Rules 2017.
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Inward supply of second hand goods from any unregistered person (via N/N 10/2017-CT(R) dt 
28/06/2017) to a registered person dealing in buying  & selling of second hand goods & who pays the GST 
on value of outward supply of such second hand goods as determined under rule 32(5) of CGST rules 

Exemptio
n 

7.

The  provided by value of taxable services
Ü such class of service providers as may be  on the notified by the Government,

recommendations of the Council, 
Ü as  of the said Act between distinct persons as referred to in paragraph 2 of Schedule I

referred to in section 25, 
Ü where , input tax credit is available
 shall be deemed to be NIL.

Valuation of Supply made to distinct person

GST is to be charged normally on the transaction value of the goods as per section 15 of CGST Act. 
However, in case of second hand goods, a person dealing in such goods may be allowed to pay tax on the 
margin.

Margin as pertaining to trading in second hand goods means the difference between the value at which the 
goods are supplied and the price at which the goods are purchased. If there is no margin, no GST is charged for 
such supply. 

It shall be applicable only in case of trading of second hand goods if he applies for margin scheme.

In case any other value is added by way of repair, refurbishing, reconditioning etc., the same shall also be added 
to the value of goods and be part of the margin.

If margin scheme is opted for a transaction of second hand goods, the person selling the car to the company shall not 
issue any taxable invoice and the company purchasing the car shall not claim any ITC.



33 Notwithstanding anything contained in the provisions of this Chapter, the expenditure 
or costs incurred by a supplier as a pure agent of the recipient of supply shall be 
excluded from the value of supply, if all the following conditions are satisfied, namely,-

Value of supply of services in case of pure agent

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

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

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

Explanation   For the purposes of this rule, the expression “pure agent” 
                        means a person who-
(a) with the recipient of supply to act  enters into a contractual agreement 

as his pure agent to incur expenditure or costs in the course of supply of 
goods or services or both;

(b)  to the goods or services or neither intends to hold nor holds any title 
both so procured or supplied as pure agent of the recipient of supply;

(c)   interest such goods or services so procured; does not use for his own
and

(d)  to procure such goods or receives only the actual amount incurred 
services in addition to the amount received for supply he provides on his 
own account. 

The expenditure or costs 
incur red  by  the  serv ice 
provider as a pure agent of the 
recipient of service shall be 
excluded from the value of 
taxable service.

Legal Fees

Representation Fees

Lodging / Boarding/

Travelling

Stamp duty

Value

Value for S.T. 

1,00,000

10,000

20,000

5000

60,000

1,95,000

1,35,000

Example 1: X contracts with Y, a real estate agent to sell his house and thereupon Y gives an 
advertisement in television. Y billed X including charges for Television advertisement and 
paid service tax on the total consideration billed. 
In such a case, consideration for the service provided is what X pays to Y. Y does not act as an agent 
behalf of X when obtaining the television advertisement even if the cost of television advertisement is 
mentioned separately in the invoice issued by X. 
Advertising service is an input service for the estate agent in order to enable or facilitate him to 
perform his services as an estate agent.

Example - Legal Service
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Example 2: In the course of providing a taxable service, a service provider incurs costs such 
as travelling expenses, postage, telephone, etc., and may indicate these items separately on 
the invoice issued to the  recipient of service.
 In such a case, the service provider is not acting as an agent of the recipient of service but procures 
such inputs or input service on his own account for providing the taxable service. 
Such expenses do not become reimbursable expenditure merely because they are indicated 
separately in the invoice issued by the service provider to the recipient of service.

Example 3: A contracts with B, an architect for building a house. During the course of 
providing the taxable service, B incurs expenses such as telephone charges, air travel 
tickets, hotel accommodation, etc., to enable him to effectively perform the provision of 
services to A. 
In such a case, in whatever form B recovers such expenditure from A, whether as a separately 
itemized expense or as part of an inclusive overall fee, service tax is payable on the total amount 
charged by B. Value of the taxable service for charging service tax is what A pays to B.

(iii)



35

Where the value of supply is inclusive of integrated tax or, as the case may be, 
central tax, State tax, Union territory tax, 
the tax amount shall be determined in the following manner, namely,-

Tax amount = (Value inclusive of taxes X tax rate in % of IGST or, as the case may be,
CGST, SGST or UTGST) ÷ (100+ sum of tax rates, as applicable, in %)

Example of
Goods

Question: M/s BMR pvt ltd purchased goods worth ̀  220000 inclusive of GST of 18% 
of which CGST is 9% and SGST is 9%. What will be the amount of tax included in the 
value of supply?                                                                                             

Ans:- The tax amount paid by BMR pvt ltd shall be computed as per provisions of rule 35 
i.e. Tax amount = 220000*18/118 i.e. ` 33560 of which amount of CGST will be  ` 
16780 & SGST will be ̀  16780.

Value of supply inclusive of integrated tax, central tax, State tax, 
Union territory tax.

34  Rate of exchange of currency, other than Indian rupees, for 
determination of value.-

(1) Supply of Goods : the rate of exchange for determination of value of 
taxable goods shall be 
Ü the applicable rate of exchange as notified by the Board under section 14 of 

the Customs Act, 1962 
Ü for the of the Act.date of time of supply of such goods in terms of section 12 

(2) Supply of Service : The rate of exchange for determination of value of taxable 
services shall be 
Ü the applicable rate of exchange determined as per the generally accepted 

accounting principles 
Ü for the  of the  date of time of supply of such services in terms of section 13

Act.

S. No. Date of 
Removal
of goods

Date of 
Invoice

Last date of 
Invoice as per
Section 31(1)

Date of Receipt of Payment Time of 
supply

Applicable
Exchange 

Rate (CBIC)In suppliers
book

Credit in Bank
a/c

1. 20.10.2018 10.10.2018 20.10.2018 28.10.2018 30.10.2018

2. 20.10.2018 20.10.2018 20.10.2018 28.10.2018 30.10.2018

3. 20.10.2018 20.10.2018 20.10.2018 10.10.2018 13.10.2018

Example :  

Exchange Rate

CBIC RBI GAAP

upto 15th Oct.

15th Oct.& onward

1$ = 63.20

1$ = 63.80

1$ = 62.80

1$ = 63.30

1$ = 63.80

1$ = 64.30

Normal Charge (As per Sec 12)

Example :  Exchange Rate

CBIC RBI GAAP

upto 15th Oct.

15th Oct.& onward

1$ = 63.20

1$ = 63.80

1$ = 62.80

1$ = 63.30

1$ = 63.80

1$ = 64.30

Sr. 
No.

Date of 
Supply

of Service

1.

2.

22.10.2018 

22.10.2018

Date of 
issue of  

Invoice by
supplier

20.10.2018

15.10.2018

Date of 

Payment in 
books of 
recipient 

Payment 
debited

in bank a/c

23.10.2018 25.10.2018

17.10.2018 18.10.2018

Time of 
Supply

4. 22.10.2018 10.10.2018 23.11.2018 25.11.2018

61st day
after 

invoice

Applicable
Exchange 

Rate (GAAP)
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Time of supply of services (As per sec 13(3))
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Issue: 
What is the value to be adopted for the purpose of computing GST on services provided by BF/BC to  a banking company?

Clarification: 
 Banks may pay reasonable commission/fee to the BC, the rate and quantum of which may be reviewed periodically. The 
agreement of banks with the BC specifically prohibits them from directly charging any fee to the customers for services rendered by 
them on behalf of the bank. On the other hand, banks (and not BCs) are permitted to collect reasonable service charges from the 
customers for such service in a transparent manner.
 The arrangements of banks with the Business Correspondents specify the requirement that the transactions are accounted 
for and reflected in the bank's books by end of the day or the next working day, and all agreements/ contracts with the customer shall 
clearly specify that the bank is responsible to the customer for acts of omission and commission of the Business 
Facilitator/Correspondent.
 Hence, banking company is the service provider in the business facilitator model or the business correspondent model 
operated by a banking company as per RBI guidelines. 
 The banking company is liable to pay GST on the entire value of service charge or fee charged to customers whether or not 
received via business facilitator or the business correspondent.

GST on Services of Business Facilitator (BF) or a Business Correspondent (BC) to Banking Company 
Circular No. 86/05/2019 dt 1/1/2019

Clarification valuation methodology for ascertainment of GST on TCS under Income tax act via 
Circular no 76/50/2018 dt 31/12/2018

Legal Provision:- 
Section 15(2) of CGST Act specifies that the value of supply shall include “any taxes, duties cesses, fees and charges levied 
under any law for the time being in force other than this Act, the SGST Act, the UTGST Act and the GST (Compensation to States) 
Act, if charged separately by the supplier.
Clarification:- 
For the purpose of determination of value of supply under GST, Tax collected at source (TCS) under the provisions of the Income 
Tax Act, 1961  as it is an would not be includible interim levy not having the character of tax.

Issue:-  What is the correct valuation methodology for ascertainment of GST on Tax collected atsource (TCS) under 
the provisions of the Income Tax Act, 1961?

Clarification regarding applicability of GST on additional/ penal interest (Circular No. 102/21/2019- Dt. 28/06/2019)

Issue – 
1.Whether GST is applicable on additional / penal interest on the overdue loan  i.e. whether it would be exempt from 

GST or such penal interest would be treated as consideration for liquidated damages. [amounting to a separate 
taxable supply of services under GST ]

2. Whether levy of additional/ penal interest could be regarded as consideration received for agreeing to the obligation 
to refrain from an act, or to tolerate an act or a situation, or to do an act as per  Entry 5(e) of Schedule II 

Facts– 
1. Supplier of goods allows recipient to make payment towards value of supply in periodic equal instalment i.e. EMI. In case of 

any delay, the recipient is required to pay pre-agreed penal interest/charges.
2. The recipient avails loan facility and pays for the value of supply of goods. Repayment of loan is undertaken by way of EMI 

along with interest. In case of delay in repaying the loan EMI, the recipient is required to pay penal interest/charges.
Legal provision – 
1. Section 15(2)(d) – Value of Supply
The value of supply shall include “interest or late fee or penalty for delayed payment of any consideration for any supply”
2. Sl. No. 27 (a) [N/N. 12/2017- CT (R) dated 28.06.2017 – Exempt Supplies]
services by way of extending deposits, loans or advances in so far as the consideration is represented by way of interest or 
discount (other than interest involved in credit card services)
3.  'interest' clause 2 (zk) means interest payable in any manner in respect of any moneys borrowed or debt incurred (including 
a deposit, claim or other similar right or obligation) but does not include any service fee or other charge in respect of the moneys 
borrowed or debt incurred or in respect of any credit facility which has not been utilised.
4. Entry 5(e) of Schedule II of the Central Goods and Services Tax Act, 2017 
Consideration for liquidated damages i.e. “agreeing to the obligation to refrain from an act, or to tolerate an act or a situation, or to 
do an act” is a Taxable Service.
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X sells a mobile phone to Y, the cost of which is INR40,000. 
X gives Y an option to pay in installments of INR11,000 
each over next four months. In case there is delay in 
payment of installment, Y would be liable to pay IINR500 
per month for the delay.
              In some cases, separate invoicing may be done 
by X for cost of the product (INR40,000) and service of 
providing loan facility (consideration for which is interest 
of 2.5% per month and an additional/penal interest of 
INR500 for delay in payment).

1.As per sec 15(2)(d) The amount of penal interest is to be 
included in the value of supply.

2.The penal interest would be taxable as it would be 
included in the value of the mobile, irrespective of the 
manner of invoicing.

Example Clarification

Clarification. :  
1. Example in this case is supply of mobile whose cost is Rs. 40,000/-

X sells mobile phone to Y for INR40,000. For purchase of 
mobile, Y has an option to avail loan at interest of 2.5% per 
month from M/s ABC Ltd.
     The terms of loan allow Y a period of 4 months to repay 
the loan. Additional/penal interest will be charged at 
1.25% per month for any delay in payment. 

1.Penal interest is charged for a transaction between Y 
and M/s ABC Ltd. will be covered under the definition of 
interest. Thus, the same would be exempt from GST 
penal interest shall also not be liable to GST.

2.The value of supply of mobile by X to Y would be Rs. 
40,000/- for the purpose of levy of GST

3. Further, any service fee or other charges levied by M/s 
ABC Ltd. in respect of the transaction related to 
extending deposits, loans or advances does not 
qualify as 'interest' and the same will not be exempt. 

2. Circular also clarifies that levy of additional/ penal interest could not be regarded as consideration received for 
agreeing to the obligation to refrain from an act, or to tolerate an act or a situation, or to do an act.
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Clarification on issue of GST on Airport levies (Circular No. 115/34/2019-GST DATED 11/10/2019)

Fact:-  Passenger Service Fee (“PSF”) is charged under rule 88 of Aircraft Rules, 1937 according to which the airport licensee 
may collect PSF from embarking passengers at such rates as specified by the Central Government. According to the rule the 
airport license shall utilize the said fee for infrastructure and facilitation of the passengers.

 Further, the User Development Fee (“UDF”) is levied under rule 89 of the Aircraft rules 1937 which provides that the 
licensee may levy and collect, at a major airport, the User Development Fee at such rate as may be determined under section 
13(1) (b) of the Airports Economic Regulatory Authority of India Act, 2008.

 Though the rule does not prescribe the specific purpose of levy and whether it is to be charged from the airlines or the 
passengers. However, it is seen from section 2(n) of Airports Economic Regulatory Authority of India Act, 2008, that the 
authority which manages the airport is eligible to levy and charge UDF from the embarking passengers at any airport.

   the User Development Fees (UDF) shall be collected from the passengers by the airlines at the time of issue of 
air ticket and the same shall be remitted to Airports Authority of India(AAI) in the line system/procedure in vogue. 

For this, collection charges of Rs. 5/- shall be receivable by the airlines from AAI, which shall not to be passed on to the 
passengers in any manner.

Issue:- 
1.whether GST is on airport levies and 
2. airport levies do not form part of the value of services provided by the airlines and consequently no GST should be 

charged by airlines on airport levies 

Legal provision :-
1. in relation to the supply of goods or services or both includes any payment Section 2(31) of the CGST Act “consideration” 

made or to be made, whether in money or otherwise, in respect of, in response to, or for the inducement of, the supply of 
goods or services or both, whether by the recipient or by any other person. 

  Thus, PSF and UDF charged by airport operators are consideration for providing services to passengers.

2. Pure agent” has been defined to mean a person who-

 (a) enters into a contractual agreement with the recipient of supply to act as his pure agent to incur expenditure or costs in the 
course of supply of goods or services or both; 

(b) neither intends to hold nor holds any title to the goods or services or both so procured or supplied as pure agent of the 
recipient of supply; 

(c) does not use for his own interest such goods or services so procured; and 

(d) receives only the actual amount incurred to procure such goods or services in addition to the amount received for supply he 
provides on his own account

Clarification:- 
Ü The airline acting as pure agent (provided all conditions are satisfied under rule 33) of the passenger should separately 

indicate actual amount of PSF and UDF and GST payable on such PSF and UDF by the airport licensee, in the invoice 
issued by airlines to its passengers. 

Ü The airline shall not take ITC of GST payable or paid on PSF and UDF. The airline would only recover the actual PSF and 

UDF and GST payable on such PSF and UDF by the airline operator. The amount so recovered will be excluded from 

the value of supplies made by the airline to its passengers.

Ü The airport operators shall pay GST on the PSF and UDF collected by them from the passengers through the airlines. 

Since, the airport operators are collecting PSF and UDF inclusive of ST/GST, there is no question of their not paying 

ST/GST collected by them to the Government.

Ü The collection charges paid by airport operator to airlines are a consideration for the services provided by the airlines to the 
airport operator (AAI, DAIL, MAIL etc) and airlines shall be liable to pay GST on the same under forward charge. ITC of the 
same will be available with the airport operator.
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