
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.

Amendments in Value of Supply

Clarification on discount[Circular 92/11/2019 GST dated 07.03.2019] 
A. Discounts including ‘Buy more, Save more’ offers
B. Secondary Discounts 

Detailed Discussion under 
Tax Invoice Chapter
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