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Welcome to this edition of Exploring Indirect Tax Laws!

It gives us an immense pleasure to present for you this book on Indirect Tax Laws (This Edition). It is a
comprehensive book explaining concepts, problems of Indirect Tax Laws in a lucid and informative
manner. It has been developed exclusively for the students of CA/CS Final (Old & New Course). The book
will also be useful for the practitioners, professionals and industry people.

This book has been written with all possible Memory Techniques so that the contents presented within
can be well absorbed and retained by the students. Besides this, the book aims for arriving at quick and
thorough learning through clear and simple language. This book contains the interpretations of sections,
rule and provisions in diagrammatic forms.

Key features of the textbook are:

* 150 plus solved Illustration

« Amendments up to 30.04.2022

 Authors’ Notes for conceptual clarity

- Diagrammatic and tabular presentation of concepts
« Memory keys for quick recall

Valuable suggestions and constructive feedback from learners is welcome and would be gratefully
acknowledged. You can send them across at 09320473019 or drmaheshgour@gmail.com. In case, after
printing of this book, ICAI comes up with any amendments, you can download the same from
www.camaheshgour.com

The author has covered every amendments upto 30-04-2022 relevant for NOV'22 examinations. If ICAI
after publishing this book, issues any inapplicability of certain amendments for NOV'22 examination then
students are advised to refer www.camaheshgour.com for all the updates about exclusion. Also if ICAI
issues any statutory updates applicable for NOV'22 examination then it will be available on the above site.
Students are advised to refer the above site for all the relevant updates.

THIS BOOK IS DEDICATED TO THE ARMED FORCES OF THE COUNTRY BECAUSE OF
WHOM WE CAN SLEEP PEACEFULY. THE ROYALTY FROM THIS BOOK WOULD BE
DONATED FOR THE BENEFIT OF THE ARMED FORCES.



http://www.camaheshgour.com/

ABOUT CA MAHESH GOUR

CA Mahesh Gour a member of the Institute of Chartered Accountants of
India. He has over 10 degrees, some of them are PhD (Management of
Taxation), LLB, MBA (Finance). He is an eminent and nation famous faculty of
Indirect Taxation. He has been teaching tax laws to students at various levels
for over 13 years. More than 35,000 students have benefitted from his
extraordinary teaching skills. He is a professor who uses 3D animation while
teaching for conceptual clarity. The students have appreciated his insights
and teaching methods and have regarded him as a great motivator. He has
over 13 years of experience in advisory. He is a published author in various
newspapers and has also authored various books on Indirect tax and GST for
professionals and students. Currently, he is visiting faculty at various
institutes in Mumbai. He is also a visiting faculty WIRC of The Institute of
Chartered Accountants of India. CA Dr. Mahesh Gour was honoured with title
of Master Mind and Memory Guru for his outstanding skills of memorising.
He is the first and the only professor who uses his unique method of Mnemonics and Memory Technique
while teaching and this is exemplary when he made a 10th Standard student memorise CA Final book
with page numbers in mere 4 days. He is a founder and director of Aaditya Foundation and SDMA
Consultants Pvt Ltd.

You can visit his website www.camaheshgour.com to read more about the subject and latest case
studies.
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Qualification and Appointment of Members of The Authority for Advance Ruling

CA Dr Mahesh Gour

The Govenment shall  appoint
officers not Below e rank af Joint
Commissioowr as member of the
Authority for Advance Ruling
MATTERS (N WMICM ADVANCE
RAULNGCANBE OSTAINED [SECTION
&7
Agvance Rulng can be sough for the foliowng quessons
clmssification of any goods or senaces or both

spEicabity of a notfication ssued undet the proveions of
CGST At

detsemnabion of time and value of

supply of goods or services or bath ADVANcE
admssititty of MUt A Credt of tax

pact or deemed 1o have beon paid RULING
detemination of the kabrbty fo pay tax

on any goods o senaces orbom

Whethor AGRICANY |5 FequAG 10 De RQEt g
whether any partcular 1NNQ Sona Dy the Appicant with
respact 10 any GOOGS OF SHIVICES Or Dol amounts 1o of
resits i 2 supply of goods of senvices o both, wihin the
mganing of that Lem,

PROCEDURE FOR OBTAINING ADVANCE RULING [SECTION

98]

APPLICATION

The appicant should make applivationio AAR in a prescribed fom

ana mannec

CALLING FOR RECORDS

Upon fecapt of an applcalion, ™ AAR shal send & copy o1

appbcation 10 the olffcer in whoss pdsdiction the appicent falls
i cal for f reievant records

ORDER OF EITHER ADMITTING OR REJECTING THE

il The SHDEEANON S5NQ with the (Beards

e arcdoned Thhnmaling b wdl mane: wo aies

SPEAKING ORDER N CASE OF RE JECTION
1f the appication (s m(scied, & should be by way of 2 speaking
e giving the reasons for rejection

TIME PERIOD
It the spplcation & admitied, the AAR shall pronounce s nding
wiitwn 00 days of recopt of apphzstion

OPPORTUNITY OF BEING HEARD

Batore Oving The fuling, AAR must hedr thi IHDICET o NS
authoried represectatve as wel as the jrisdclonal officess of
CGST/B0ST.

DIFFERENCE OF OPINION IN BETWEEN THE 2 MEMBERS OF
AAR

I these & a diforence of opinon batwesen fhe two membecs of
AAR, they shall refer 1he point or points an which they difler 1o the
AAAR fr haaring T lssue. I the membors of
AAAR ams i unabile o come 15 8 comMon
condusion in regard (o the point(s referedt
o Mam by AAR, than it shafl b Jeemed hat
m o advance rufing can be given in respodt of
A T QUASHGN ON WhEh Offe/snce pOrsss at

thi vl of ARAR

COPY OF ADVANCE RULING

A copy of the advance rukng duly signed by
memers ang condiod N prescbed manner shall De sen 15 the
apgican, the conoernod offcer and the jursdcional offcer

APPEAL AGAINST DRDER OF AAR TO THE APPELLATE

AUTHORAITY

[SECTION 100k 101]
If the appieant [ 3ggrieved wen e inding of Me AAR, he
can fie an appsal AR Sirilacly, il the concemed of
dsdicional officer of COST/SGS & ot agree with the
finging of AAR. o can ailso 1l an appeal wih AAAR

Any appeal must be fied witin 30 days from 1o receipt of
e allvanee rung. Tha Appolale AUNoAy My SI0W 10r an
adcktional 30 days for fiing an appeal, #1ts satished that thers
was 3 sullcent causs for delay in pras enting the appeal

The appes! has 10 be in e prescribed form and hes (o be
varihed i The prescribed manfat

The Appetiate Aulh ority must pass an arder after hearing the
partes 80 the app sal within a period of 90 days of the fimg of
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FOREWORD

SHUBHASH C. VARSHNEY

Former Principal Chief Commissioner - Central GST Mumbai
Ex Advisor (Tax) to the Chancellor NMIMS - Mumbai

Myself Shubhash C. Varshney, want to share my review for this book. | must say that ever
since GST has come into action, I’'ve never come across a book that made INDIRECT TAX
LAWS so easy to understand.

The quality rich content, and diagrammatical presentations, along with real life practical
examples makes this book unbeatable of all.

It has made concepts and co-links of provisions crystal clear and Dr. CA Mahesh Gour has
a revolutionary contribution in the field of INDIRECT TAXATION by authoring thisbook.

I’m recommending this book to every student & professional of CA Fraternity who has
been or who is struggling hard to grasp the essence of GST from its core.
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What is Tax ?

What is GST ?

GST in India.

Concept of GST.
Constitutional Provision.
Tax Hierarchy.

Framework of GST in India.

GST in India - An Introduction

Goods and Services Tax

CHAPTER OUTLINES



INDIRECT TAX LAWS, VOLUME | : PART | - GOODS & SERVICE TAX ACT

WHAT IS TAX?

In simple words, tax is nothing but money that people have to pay to the Government, which is used to
provide public services.

DIFFERENCE BETWEEN DIRECT AND INDIRECT TAX

TAX

\ 4 \ 4
/ DIRECT TAX \ / INDIRECT TAX \

* The person paying the tax to the
Government directly bears the
incidence of the tax

*  Progressive in nature — high rate of
taxes for people having higher
ability to pay

* The person paying the tax to the
Government collects the same from
the ultimate consumer. Thus,
incidence of the tax is shifted to the
other person.

* Regressive in nature - All the
consumers equally bear the burden,

K / K irrespective of their ability to pay j

WHAT IS GST?

Simply put, Goods and Service Tax is a tax levied on goods and services imposed at each point of sale or
rendering of service. Such GST could be on entire goods and services or there could be some exempted
class of goods or services or a negative list of goods and services on which GST is not levied. GST is an
indirect tax in lieu of tax on goods (excise) and tax on service (service tax). The GST is just like State level
VAT which is levied as tax on sale of goods.

GST IN INDIA

GST is a comprehensive Indirect Tax on manufacture, sale and consumption —— x
of goods and services throughout India to replace taxes levied by the e £
Central and State Governments.

It is introduced as Constitution (101st Amendment) Act, 2016. The GST is
governed by GST Council and its Chairman is Union Finance Minister of
India.

France was the first country to implement GST in the year 1954. Presently about 160 countries across the
world have adopted GST with Canada has a dual GST model just like India.



CHAPTER 1- GST IN INDIA: AN INTRODUCTION

CONCEPT OF GST

GST IS A VALUE ADDED TAX
GST is a tax levied at multiple stages of production & distribution of goods & services in which tax paid on

inputs are allowed as set-off against tax payable on output. In short, we can say that GST is charged on
"Value Addition.”

CHAIN OF TAX CREDITS

GST offers comprehensive and continuous chain of tax credits from the producer's point/service up to the
retailer's level/consumer’s level.

BURDEN ON FINAL CONSUMER

The final burden of GST is borne by the consumer as it is charged by the last supplier with set off benefits at
all previous stages.

NO CASCADING EFFECT OF TAXES

The past tax structure of India has number of indirect taxed collected both by Central and State
Government. Due to such multiple taxes, there had been cascading effect of taxes (fax on tax) and double
taxation.

GST will subsume all these indirect taxes and will thus, facilitate seamless flow of credit resolving the
problem of double taxation and cascading effect of taxes.

Manufacturer purchased raw material and GST paid Rs. 80
Rate of GST = 12%

MANUFACTURER WHOLESALER RETAILER CONSUMER
Invoice Invoice Invoice Invoice

SP Rs. 1,000 COST Rs. 1,000 COST Rs. 1,500 COST Rs. 2,000

GST Rs. 120 PROFIT Rs. 500 PROFIT Rs. 500 GST Rs. 240

TOTAL Rs. 1,120 SP Rs. 1,500 SP Rs. 2,000 TOTAL Rs. 2,240
GST Rs. 180 GST Rs. 240
TOTAL Rs. 1,680 [TOTAL __ Rs. 2,240

Tax Payable Tax Payable Tax Payable

Payable Rs. 120 Payable Rs. 180 Payable Rs. 240

- ITC Rs. 80 -ITC Rs. 120 -1TC Rs. 180

Net Tax Rs. 40 Net Tax Rs. 60 Net Tax Rs. 60

1.3




INDIRECT TAX LAWS, VOLUME | : PART | - GOODS & SERVICE TAX ACT

GST - A CURE FOR ILLS OF EXISTING INDIRECT TAX REGIME

TAXES TO BE SUBSUMED IN GST

T CENTRAL LEVEL : Single Uniform Tax

—

6. CESSES AN

AT STATE LEVEL :
Exclude

Electricity Duty

Property Tax & Stamp Duty

Basic Custom Duty

Alcohol

Petroleum Crude

High Speed Diesel

Motor Spirit (Commonly known as Petrol)
Natural Gas

Aviation Turbine Fuel

: TAX ON LOTTERY, BETTING & GAMBLING
5. ENTRY TAX NOT IN LIEU OF OCTROI
6. CESSES AND SURCHARGES

YVVYVVYVYVYVY

CONSTITUTIONAL PROVISION

Article 265 * Taxes not to be imposed save by authority of law
Artic|e 245 ¢ Extent of laws made by parliament and by the Legislatures of States

Article 246 ¢ Subject-matter of laws made by Parliament and by the Legislatures of States.




CHAPTER 1- GST IN INDIA: AN INTRODUCTION

ARTICLE 256 — SCHEDULE VII

SCHEDULE VIl

LIST I [Referred as Union List]
This list enumerates the matters
in respect of which the
parliament has an exclusive
right to make Laws.

List Il [Referred as State List]
This list enumerates the matter
in respect of which the
legislature of any slate has an
exclusive right to make Laws

List 111
[referred as the Concurrent List]
This list enumerates the matters
in respect of which both the
parliament & legislature of any
state have power to make Laws.

Entry | ltems Entry | ltems Entry Items
No. No. No.
82 Income tax other than 46 Agriculture Income Tax 17A Forests
tax on agriculture - -
Income 51 State Excise Duty on 25 Education
Liquor. Opium Etc.
83 Customs duty including
export duty 84 Fax—on—Entryof-Goods
nto—lecal—Area—tfor
84 Duties of excise on the Consumptionor use or
following goods sate{ecated Octroi}
manufactured or Omitted
produced in India
namely: 54 Taxes on the sale of:
a) Petroleum Crude a) Petroleum Crude
b)  High speed b)  High speed
Diesel Diesel
c) Motor Spirit c) Motor Spirit
(Commanly (Commonly

known as petrol)

d) Natural Gas

e)  Aviation Turbine
Fuel and

f) Tobacco and
tobacco products

85 Corporation Taxes

92A Tax on Inter State Sales

known as petrol)
d) Natural Gas
e)  Aviation Turbine
Fuel
But not including
a) Sale in the course
of Inter State Trade
or Commerce or
b) Sale in the course
of international
trade or commerce
of such goods.

(CST)
92C Taxonsenrice{Yetnot
used-by-union}
Omitted
97 Any other matter not

included in List Il & List
Il (Levy of Service Tax
through Finance Act,
1994)

62 Taxes on
entertainments and
amusements to the

extent levied an
collected by a
Panchayat or a

Municipality or a
Regional Council or a
District Council.

15
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TAX HIERARCHY

CONSTITUTION OF INDIA

‘I

ACT

RULES

REGULATION

NOTIFICATION

CIRCULARS / INSTRUCTIONS

I.I‘I.I.

FRAMEWORK OF GST IN INDIA

DUAL GST MODEL

A dual GST will, be in keeping with the constitutional requirement of fiscal federalism. GST in India will be
dual model based ie. state and central government will both levy GST termed as SGST/UTGST and CGST
respectively.

However, chargeability, definition of taxable event and taxable person, measure of levy including valuation
provisions, basis of classification etc. would be uniform under both CGST and SGST laws.

l l

Sec 7 of IGST Act, 2017 Sec 8 of IGST Act, 2017
Inter State Supply Intra State Supply
IGST v CGST Vv

SGST v / UTGST V (If supplied to Union Territory




CHAPTER 1- GST IN INDIA: AN INTRODUCTION

Central Union Territory Central
Government Government Government Government

Government of

3 G f ~ .
Government of India Maharashtra Natlonsd Gapias emory of Dath Government of India Maharashtra

INTER STATE TRANSFER [Section 7 of IGST Act, 2017]

SUPPLY OF GOODS/SERVICES SHALL BE TREATED AS INTER-STATE SUPPLY: Where the location of the
supplier and the place of supply are in —

e Two different states

e Two different Union Territories or

e A State and A Union Territory
Integrated Goods & Service Tax i.e. IGST shall be charged on an Inter State Transfer

INTRA STATE TRANSFER [Section 8 of IGST Act, 2017]

SUPPLY OF GOODS/SERVICES SHALL BE TREATED AS INTRA-STATE SUPPLY: Where the location of the
supplier and the place of supply are in —

e Same State

e Same Union Territory
Central Goods & Service Tax i.e. CGST and State Goods & Service Tax i.e. SGST / Union
Territory Goods & Service Tax i.e. UTGST shall be charged on an Intra State Transfer

EXAMPLE

Mr. P of Gujarat sold Product X for Rs. 300 to Mr. Q of Maharashtra. Mr. Q supplies such goods to Mr.
R of Maharashtra for Rs. 400. Rate of GST is 18%.

Imelmo

Gujarat Maharashtra Maharashtra
TAXINVOICE=> P TAXINVOICE > Q
Supply Price Rs.300 SupplyPrice Rs.400
IGST@18% Rs. 54 CGST@9% Rs. 36

SGST@9% Rs. 36

Total Rs. 354

Total Rs. 472

1.7




TAXABLE EVENT - SUPPLY

LLLLLC <<
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CHAPTER OUTLINES

[Sec. 7] Scope of Supply.

Definition of Goods & Services.

Supply for a consideration in the course on furtherance of business.
Importation of Services.

Schedule | : Supply without consideration Sec 7(1)(c).

Schedule II: Activities to be treated as supply of goods or supply of services.
Schedule Il : Negative list under GST.

Composite & mix supply.

Summarised analysis of supply under GST
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R

LEVY ASSESSMENT PAYMENT OF TAX
l (Computation of Tax) TO GOVT.
TAXABLE
EVENT

GST is aTAX applicable to whole of INDIA including the state of Jammu & Kashmir

- isaTAX
G ST 9 - Charged on the
- Supply of Goods or Services or both made or

agreed to be made

SUPPLY INCLUDES

- Sale - License
- Transfer - Rental Section 7(1)(a) of CGST Act
- Barter - Lease
- Exchange - Disposal
A A
INCLUSIONS EXCLUSIONS
! : ) ! v L
PART 1 PART 2 PART 3 PART 4 PART 5
Supply of Goods or Importation of Service for  Supply without  Activities to be treated Negative List
Services or Both Consideration whether or  Consideration as supply of goods or Sec7(2)
made oragreedtobe not in course or Sec 7(1)(c) supply of services +
made for furtherance of business - Sec7(1A) Schedule Il
Consideration by a Schedule | “
person in the Course Import Supply Schedulell
or Furtherance of - +
Business Consideration  In course or furtherance of
business
— ™
——
Supply v/

=)



TAXABLE EVENT - SUPPLY

‘SUPPLY’ AS PER GST LAW [SECTION 7(1) OF CGST ACT]

SUPPLY

A

[
(a)

!

All the forms of
supply of goods or
services or both such
as sale, transfer,
barter, exchange,
license, rental, lease
or disposal made or
agreed to be made
for a consideration
by a person in the
course or
furtherance of

The Activities or
transactions, by a
person, other than
an

individual, to its
members or
constituents or vice-
versa, for cash,
deferred payment or
other valuable
consideration.

v
(b)

!

Importation of services,
for a consideration
whether or not in the
course or furtherance of
business

}
(c)

!

The activities specified
in Schedule | made or
agreed to be made
without a
consideration. (If in
course or furtherance
of business)

v

Activities to be treated as supply even if made without consideration [Section
7(1)(c)} (Key-DRP):
1. Permanent transfer/Disposal of business assets where input tax credit has
been availed on such assets
2. Supply of goods or services or both between related persons or between
distinct persons as specified in section 25.
3. Supply of goods (not service) between Principal and Agent without
consideration is also supply It may be noted that in cases where the invoice
is issued by the agent to the customer in his name (vice versa), then such
agent shall fall in the above case. It means if the invoice is issued by the
agent to the customer in the name of the principal, such agent shall not fall
in above case.
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DEFINITION OF GOODS [SEC 2(52)] & SERVICES [SEC 2(102)]

! GOODS SERVICES
Every kind of movable property Anything other than Goods
Use of money or its conversion by
Actionable Claim EXCLUDES Cash or any other mode for which a
Eg. - MONEY separate consideration is charges.
- Transfer of Unsecured Debt But shall not include any currency that is Eg. Interestin Loans or Deposit
- Insurance Debt held numismatic value

-> Right to Arrears of Rent

SECURITIES s Converted To
Sale purchase of Shares, Debentures, S D\\‘ For Consideration >

Derivatives, Bonds, Scripts, Mutual Fund,
Rights or Interest in Securities

- Growing Crops

Grass and things attached to or EG.

forming part of the land which are - Deposit or withdrawal of money from
agreed to be severed before supply Bank

or under a contract of supply - Borrowing or repayment of loans

- Conversion of currency note into coins
2000 note =Rs. 10 + Rs. 10 + Rs. 10

NOTE — “Services” includes facilitating or arranging transactions in securities.

EXAMPLE: If some service charges or service fees or documentation fees or broking charges or such like fees
or charges are charged in relation to transactions in securities, the same would be a consideration for provision
of service and chargeable to GST.

PART 1] SUPPLY FOR CONSIDERATION IN COURSE OR FURTHERANCE OF BUSINESS
[Section 7(1)(a)]

SUPPLY INCLUDES

SALES TRANSFER BARTER EXCHANGE

Normally used for Eg. Transfer b/w
goods, in case of branches, between
Service it will be Factory to Warehouse,
considered as provision Factory to Department

of service

LICENSE RENTAL

o B

FOR CONSIDERATION

DISPOSAL

Eg. Sale of
Machinery after the
Completion of its
life as a scrap sale

,.
m
>

VI %

P

IN THE COURSE OR FURTHERANCE OF BUSINESS




TAXABLE EVENT - SUPPLY

DEFINITION OF CONSIDERATION

“Consideration” in relation to the supply of goods or services or both includes:

(a) Any payment 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
but shall not include any subsidy given by the Central Government or a State Government;

(b) The monetary value of any act or forbearance, 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 but shall not include
any subsidy given by the Central Government or a State Government.

Provided that a deposit given in respect of the supply of goods or services or both shall not be considered as
payment made for such supply unless the supplier applies such deposit as consideration for the said supply.

CONSIDERATION

| !

[ Payment in money or ] Monetary value of any act or J

otherwise for the supply forbearance for the supply

By Recipient or
any other Person

A A A

Excluding Subsidy given
by Central /[ State
Governments.

Deposit to be considered
as payment

ONLY WHEN

The supplier applies such
deposit as consideration

for the said supply. /

EXAMPLE 1:
Noka Ltd. supplied ‘smart phone’ to Mr. Mukesh for Rs. 85,000/-. Mr Mukesh found some issues in phone
which were not attended to customer care department of Noka Ltd. He made a social post on company’s
Instagram page. His post went viral attracting negative publicity for company.
Noka Ltd. contacted Mr Mukesh. and requested him to delete the post and in return, agreed to supply him a
Headphone set worth Rs. 25,000. No Price charged for such supply.
Answer: Supply of Phone = Supply for Consideration (price) of Rs. 85,000/- Supply of Headphone = Supply for
Consideration (Forbearance)
[Forbearance is foregoing one’s right or claim]

EXAMPLE 2:

A Ltd. owns a training centre in Jaipur, the institute charges Rs. 20,000 per student for giving training . This
training programme is subsidized by :

Central government RS.2000 Per student.

Helping hand charitable trust Rs.1000 per student

Government of UK RS. 500 .

A Ltd charge Rs.16,500+GST per student

Compute the total amount (tax inclusive) collectible from student.
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Answer:

In this case, subsidies given by different institutions are directly linked to the price charged by A Ltd. central
Government subsidy can be excluded but subsidy paid by others will be included in taxable value.
Consequently, value of taxable supply will be calculated as follows- Rs.

Rs.
Transaction Value 16,500
Subsidy paid by Helping hand Charitable Trust 1,000
Subsidy paid by UK Government 500
Value of Taxable Supply 18,000

NOTE:
Amount to be collected from students will be as follows: Rs. 16,500 (Transaction Value) + CGST: Rs. 1620 + SGST: Rs. 1620

IN COURSE OR FURTHERANCE OF BUSINESS

GST is essentially a tax only on commercial transactions. Hence, only those supplies that are in the course or furtherance
of business qualify as supply under GST. Resultantly, any supplies made by an individual in his personal capacity do
not come under the ambit of GST unless they fall within the definition of ‘business’.

EXAMPLE

Rishabh buys a car for his personal use and after a year sells it to a car dealer. Sale of car by Rishabh to car
dealer is not a supply under CGST Act because supply is not made by Rishabh in the course or furtherance of
business

ANALYSIS OF SUPPLY

The meaning and scope of supply taxable under GST can be understood in terms of following parameters:

1. Supply should be of goods or services. Supply of anything other than goods or services like money,
securities etc. does not attract GST.

neither
goods nor

Supply should be made for a consideration.

Supply should be made in the course or furtherance of business.
Supply should be made by a taxable person.

Supply should be a taxable supply

nawnN




TAXABLE EVENT - SUPPLY

Donations received by charitable institutions from individual donors, without gquid pro
quo’
An important feature of consideration is quid pro gquo [something for something]. Donations received by the

charitable organisations are treatedas consideration only if there exists, quid pro quo, i.e., there is an obligation
on part of recipient of the donation or gift to do anything (supply a service).

Generally, institutions such as religious institutions, charitable organisations, schools, hospitals, orphanages, old age
homes etc. receive financial help or any other support in the form of donation or gift from the individual donors.
In order to express the gratitude towards such help/support, the recipient institutions place a name plate or
similar such acknowledgementin their premises.

When the name of the donor is displayed in recipient institution’s premises,in such a manner, which can be said
to be an expression of gratitude and public recognition of donor’s act of philanthropy and is not aimed at giving
publicity to the donor in such manner that it would be an advertising or promotion of his business, then it
can be said that there is no supply of service for a consideration (in the form of donation). In other words,
thereis no obligation (guid pro quo) on part of recipient of the donation or gift todo anything (supply a service).
Therefore, there is no GST liability on such consideration.

Some examples of cases where there would be no taxable supply are as follows: -

Example 1:- Bhushan donated a blackboard to Yoganisht Sansthan - a charitable yoga institution. Yoganisht
Sansthan Printed underneath the blackboard so donated- “Good wishes from Mr. Bhushan”.

Example 2 :- Smt. Drga Devi donated some money to a temple in the memory of her late father. The Temple
Trust constructed a room in the temple complex from suc donation and wrote “Donated by Smt. Durga Devi
in the memory of her father” on the door floor of the room.

In above examples, it may be noticed that there is no reference or mentionof any business activity of the donor
which otherwise would have got advertised.

Artists give their work of art to galleries where it is exhibited for supply. 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.

It is only when a buyer selects a particular art work displayed at the gallery, that the actual supply takes place
and applicable GST would be payable atthe time of such supply.

STUDENT NOTE
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Art works sent by artists to galleries for exhibition is not a supply as no consideration flows
from the gallery to the artists

BUSINESS [Sec 2(17)]

a) — Any trade, commerce, manufacture
— Profession, vocation
— Adventure
— Wager (a place of bet) or
— Any other similar activity
Whether or not it is for a pecuniary benefit (It means intention to earn the profit is not a criterion in
determining the states of business).

b) In connection with or incidental or ancillary to
sub-clause (a)

Eg. Sale of Old Assets or Scrap or Capital Goods by
a trader

c) Whether or not there is volume, frequency,
continuity of such transaction.

—» Eg. Trader of Mobile providing consultancy for “How
to set up Mobile Shop” to any person for
consideration

d) Undertaken by CG, SG, LA for Public Interest
Eg. Speed Post, Express Parcel by Post Office

e) Supply or acquisition of goods including Capital
—» Goods
Eg. Sale and Purchase of Goods / Machineries

Any activity or T - z
transaction f) Related to admission for consideration to any COMEDY

3 —_— ADMITS
|| premises. de s @ e

Eg. Entry Tickets for amusement park, cinema SEP 17 EEEE
theatres, etc [ 86,00 wommmmirm

g) Provided by club / association to its members.
—» Eg. Sports facilities like swimming pool, table
tennis, cricket etc

h) Provided by race club by way of totalisator or a
license to book makerin such club.

i) Services supplied by 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.
Eg. CA in practice provides CFO or independent
director services, he would be covered.

Any activity undertaken in course / furtherance of business would constitute a supply. Since ‘business’
includes vocation, sale of goods or service even as a vocation is a supply under GST.

NOTE:
The scope of term ‘business’ has widened to include all the activities (earlier it was only service) of
race club and all the activities of a license book maker in such clue
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s iraannns And in return
X Agrees to click Y's photo Y Agrees to dry clean X's clothes
P Agrees not to open dry clean shop in Y's neighborhood G Agrees not to open photography shop in P’s neighborhood
C Agrees to design D’s house D Agrees not to object to construction of C’s house in his
neighborhood.
Mr. Aniket, a manufacturer is selling Cell phone manufactured by him — Sale — Supply
Mr. Ankit, a trader, is selling cell phone manufactured by others — Sale —» Supply
Mr. Vishwas, a trader, is selling Machine on installment payment system — Leasing — Supply
(ownership will be transferred upon payment of last installment)
Mr. Raj, a businessman, is renting out cars on rental basis. — Rental — Supply

(Car is rented with/without driver upon charges on per day basis)
Mr. Narayan, a Radio manufacturer, is selling Radio in-exchange of old Radio from customers

— Barter/Exchange — Supply
Mr. Amritesh, a jeweler, has given bangles in exchange of Necklace from a household lady

— Barter/Exchange — Supply

EXAMPLE 1.

Shubham Acharya, a famous magician, paints some paintings and sells them. The consideration from such
sale is to be donated to a Charitable Trust - “Insaan Foundation”. The sale of paintings by the magician
qualifies as supply even though it is a one-time occurrence.

EXAMPLE 2.

A Resident Welfare Association provides the service of depositing the electricity bills of the residents in lieu
of some nominal charges. Provision of service by a club or association or society to its members is treated as
supply as this is included in the definition of business.

PART 2] IMPORTATION OF SERVICES u/s 7(1)(b)

IMPORT OF SERVICES

WITH CONSIDERATION

Not in course or
Furtherance of Business.

In course or Furtherance

of Business.

Considered Supply Considered Supply
CHECK YOUR KNOWLEDGE
Mr. ‘X' received advance for supply of services, whether GST will be applicable or not?
— Applicable
EXAMPLE

Ramu a proprietor, has received the architect services for his house from an architect located in Australia at
an agreed consideration of $ 5,000. The import of services by Ramu is supply under section 7(1)(b) though it
is not in course or furtherance of business.
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PART 3] SCHEDULE 1 - SUPPLY WITHOUT CONSIDERATION [Sec 7(1)(c)] Key
Code — DR SP

1) PERMANENT TRANSFER / DISPOSAL OF BUSINESS ASSETS, IF ITC HAS BEEN AVAILED
EXAMPLE 1
Computer is purchased for business purpose and ITC on the same is availed. After some years, said computers are
permanently transfer to educational institute without consideration — Supply v

EXAMPLE 2
A cloth retailer gives clothes from his business stock to flfts friend free of cost.
\Z v
If ITC has been availed. If ITC has not been availed
Deemed Supply No Supply

2) SUPPLY BETWEEN RELATED PERSON OR DISTINCT PERSONS
Supply of goods or services or both between Related Person or between distinct person as specified in Sec 25 will
qualify as supply ifit is made in the course or furtherance of business.

EXAMPLE 1-

Related person 1 / Distinct person 1 Related person 2 / Distinct person 2
Supplyof Goods / Services
+

In course or furtherance of business

!
Deemed Supply

Employee & Employer are considered as related party as per explanation to Section 15. Schedule |
provides that gifts not exceeding Rs. 50,000 in value in a financial year by an employer to an employee
shall not be treated as supply of goods or services or both.

EXAMPLE 2-

-
.« o

J

Value exceeding 50,000 m

TOP EXECUTIVE

SDMA Pvt. Ltd. ||

Tax Payable Under GST

POINT TO BE NOTED — The term ‘Gift’ has not been defined in the GST law, as per common parlance gift
is made without Consideration, is voluntary in nature. It means the Employee cannot move to court of Law
for obtaining a Gift.

RELATED PERSONS (As per explanation to Sec 15)

A person shall be deemed to be related if,

a) such persons are officers or directors of one another’s businesses

b) such persons are legally recognized partners in business

c) such persons are employer and employee

d) 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

e) one of them directly or indirectly controls the other

f)  both of them are directly or indirectly controlled by a third person

g) together they directly or indirectly control a third person; or they are members of the same family

h) 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.

) Spouse, Son & Daughter. (Dependent or Independent)

j) Parents, Grandparents, Brother, Sister (If Wholly Dependent)




DISTINCT PERSONS SPECIFIED UNDER SECTION 25
SEPARATE REGISTRATION MAKE DISTINCT PERSON U/S
25(4): A person who has obtained/is required to obtain 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.

U/s 25(5), Separate Establishment in another state / UT whether (
Registered or unregistered — Such Establishment shall be treated as
DP

EXAMPLE:

Raj, a Chartered Accountant, has a registered head office in Delhi.
He has also obtained registration in the State of Maharashtra in
respect of his branch. Raj shall be treated as distinct persons in
respect of registrations in Maharashtra and Delhi.

Registered

Section 7(1)(b) : Importation of services

IMPORT OF SERVICES

WITH CONSIDERATION WITHOUT CONSIDERATION

In course or Not in course or
Furtherance of Furtherance of
Business. Business.

Service imported from Related Service imported from other than
person / distinct person Related Person / Distinct Person

Supply v

In course or Not in course or
Furtherance of Business. Furtherance of Business.

Supply v Supply X

Supply v Supply X

NOTE: Import of service without consideration from a related party/establishment outside India in course
of furtherance of business to be deemed to be supply even if such service is received by a person other than
a taxable person [Schedule | of the CGST Act]

3) STOCK TRANSFERS OR BRANCH TRANSFERS:

Transactions between different locations (with separate GST registrations) of same legal entity (e.g. stock
transfers or branch transfers) will qualify as ‘supply’ under GST.

Example 1:- Raghubir Fabrics transfers 1000 shirts from his factory located in Lucknow to his retail showroom in Delhi
so that the same can be sold from there. The factory and retail showroom of Raghubir Fabrics are registered in the
States where they are located. Although no consideration is charged, supply of goods from factory to retail
showroom constitutes supply.
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Example 2: - National Fabrics transfers 1000 shirts from his factory located in Lucknow to his retail showroom in
Kanpur so that the same can be sold from there.

It has taken one registration in the State of Uttar Pradesh declaring Lucknow factory as its principal place of business
and Kanpur showroom as its additional place of business.

Since no consideration is charged, supply of goods from factory to retailshowroom in same State under single
registration does not constitute supply.

However, in the above example, if National Fabrics obtains separateregistrations for Lucknow factory and
Kanpur showroom, stock transfer between the Lucknow factory and Kanpur showroom will constitute

supply.

4) PRINCIPAL-AGENT RELATIONSHIP

Supply of goods (not service)between principal and agent without consideration is also supply.

PRINCIPAL AGENT

THIRD PARTY

MOULDS AND DIES OWNED BY ORIGINAL EQUIPMENT MANUFACTURERS (OEM) THAT ARE
SENT FREE OF COST (FOC) TO A COMPONENT MANUFACTURER (THE TWO NOT BEING
RELATED PERSONS OR DISTINCT PERSONS) DOES NOT CONSTITUTE A SUPPLY AS THERE IS
NO CONSIDERATION INVOLVED [CIRCULAR NO. 47/21/2018 GST DATED 08.06.2018].

Points which merit consideration, in this regard, are as follows:

+ Only supply of goods and not supply of services is covered here.
4+ Supply of goods between principal and agent without consideration is also supply.

Thus, the supply of services between the principal and the agent and vice versa would therefore require
"consideration” to be considered as supply and thus, to be liable to GST.

In order to determine whether a particular principal- agent relationship falls within the ambit of the Para 3. of
Schedule | as discussed above or not, the deciding factor is whether the invoice for the further supply of
goods on behalf of the principal is being issued by the agent or not? In other words, the crucial point is whether
or not the agent has the authority to pass or receive the title of the goods on behalf of the principal.

4+ Where the invoice for further supply is being issued by the agent in his name then, any provision of goods
from the principal to the agent would fall within the fold of Para 3. above. However, it may be noted that
in cases 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.

+ Similarly, where the goods being procured by the agent on behalf of the principal are invoiced in the
name of the agent then further provision of the said goods by the agent to the principal would be covered
by Para 3. above [Circular No. 57/31/2018 GST dated 04.09.2018].

The above clarification can be understood with the help of following scenario based examples:
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EXAMPLE 1

Mr. A appoints Mr. B to procure certain goods from the market. Mr. B identifies various suppliers who can
provide the goods as desired by Mr. A, and asks the supplier (Mr. C) to send the goods and issue the invoice
directly to Mr. A. In this scenario, Mr. B is only acting as the procurement agent, and has in no way involved
himself in the supply or receipt of the goods. Hence, in accordance with the provisions of this Act, Mr. B is not
an agent of Mr. A for supply of goods in terms of Para 3. of Schedule I.

EXAMPLE 2

M/s XYZ, a banking company, appoints Mr. B (auctioneer) to auction certain goods. The auctioneer arranges
for the auction and identifies the potential bidders. The highest bid is accepted and the goods are sold to the
highest bidder by M/s XYZ. The invoice for the supply of the goods is issued by M/s XYZ to the
successfulbidder. In this scenario, the auctioneer is merely providing the auctioneering services with no role
played in the supply of the goods. Even in this scenario, Mr. B is not an agent of M/s XYZ for the supply of
goods in terms of Para 3. of Schedule I.

EXAMPLE 3

Mr. A, an artist, appoints M/s B (auctioneer) to auction his painting. M/s B arranges for the auction and
identifies the potential bidders. The highest bid is accepted and the painting is sold to the highest bidder.
The invoice for the supply of the painting is issued by M/s B on the behalf of Mr. A but in his own name and
the painting is delivered to the successful bidder.

In this scenario, M/s B is not merely providing auctioneering services, but is also supplying the painting on
behalf of Mr. A to the bidder, and has the authority to transfer the title of the painting on behalf of Mr. A.
This scenario is covered under Para 3. of Schedule I.

EXAMPLE 4

A C&F agent or commission agent takes possession of the goods from the principal and issues the invoice
in his own name. In such cases, the C&F commission agent is an agent of the principal for the supply of goods
in terms of Para 3. of Schedule I. The disclosure or non-disclosure of the name of the principal is immaterial
in such situations.

EXAMPLE 5

Mr A sells agricultural produce by utilizing the services of Mr B who is a commission agent as per
the Agricultural Produce Marketing Committee Act (APMC Act) of the State. Mr B identifies the buyers and
sells the agricultural produce on behalf of Mr. A for which he charges a commission from Mr. A.

As per the APMC Act, the commission agent is a person who buys or sells the agricultural produce on behalf
of his principal, or facilitates buying and selling of agricultural produce on behalf of his principal
and receives, by way of remuneration, a commission or percentage upon the amount involved in such
transaction.

In cases where the invoice is issued by Mr. B to the buyer, the former is an agent covered under Para 3. of
Schedule I13. However, in cases where the invoice is issued directly by Mr. A to the buyer, the
commission agent (Mr. B) doesn’t fall under the category of agent covered under Para 3.

EXAMPLE 6

PQR Manufacturing Ltd. (Mumbai) engaged Rahul & Sons as an agent to sell goods on its behalf. For
this purpose PQR Manufacturing Ltd. Has supplied the goods to Rahul & Sons located in Haryana

— Deemed Supply
EXAMPLE 7

A dealer of air-conditioners permanently transfers an air conditioner from his stock in trade, for personal
use at his residence. The transaction will constitute a supply as it is a permanent transfer/ disposal of
business assets. The only condition is that input tax credit should have been availed on such assets.

EXAMPLE 8
(1) Ms. Priya holds 30% shares of ABC Ltd. and 35%
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shares of XYZ Ltd. ABC Ltd. and XYZ Ltd. are related.

(ii) Q Ltd. has a deciding role in corporate policy, operations management and quality control of R Ltd. It
can be said that Q Ltd. controls R Ltd. Thus, Q Ltd. and R Ltd. are related.

EXAMPLE 9

Rishabh Enterprises, a registered supplier, owns an air-conditioned restaurant in Virar, Maharashtra. It
has opened a liquor shop in Raipur, Uttarakhand for trading of alcoholic liquor for human consumption.
Since supply of alcoholic liquor for human consumption in Uttarakhand is a non-taxable supply,
Rishabh Enterprises is not required to obtain registration with respect to the same in Uttarakhand. In this
case, air - conditioned restaurant in Maharashtra and liquor shop in Raipur [though unregistered] shall be
treated as establishments of distinct persons. Supply by Maharashtra office to Uttarakhand office, in course
or furtherance of business even without consideration will qualify as supply.

PART 4] SCHEDULE Il - ACTIVITIES TO BE TREATED AS SUPPLY OF GOODS OR
SUPPLY OF SERVICES [Sec 7(1A)]

Section 7(1)(d) of the Act refers to Schedule Il for determining whether a particular transaction is a supply of
goods or service. This helps in mitigating ambiguities in existing laws.

1) TRANSFER
| TRANSFER |
|
' v
IMMEDIATE DEFERRED TRANSFER
TRANSFER l
TRANSFER OF TRANSFER OF RIGHTIN GOODS WITHOUT
TITLE TRANSFER OF TITLE SUPPLY OF GOODS
Example: An agreement to sell
ascertained goods at a future
date.
SUPPLY OF GOODS SUPPLY OF SERVICES
Example:- Example:- Example:-
Ram sells ready- made AB LTD gives a (i) Dhruva Capital supplied goods
garments to its customers machinery on on hire purchase basis
rent to CD to customers.
Manufactures (ii) Optima Manufacturers supplies

toys to retailers on
‘sale or return basis’.

2) LAND & BUILDING

[ LAND&BUILDING |
|

|

LAND BUILDING
Any lease, tenancy, easement, license to Any lease or letting out of the building including
occupy land a commercial, industrial or residential complex
l for business or commerce, either wholly or partly ,
Supply of Service

EXAMPLE:- A shop let out in a market area.
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3) TREATMENT OR PROCESS

TREATMENT OR PROCESS
(E.g.Job Work)

Any treatment or process which is applied to another person’s goods

Supply of Service

EXAMPLE:- Damani Dying House dyes the clothes given by Shubham Textiles Ltd. on job work basis.

4) TRANSFER OF BUSINESS ASSETS

| TRANSFER OF BUSINESSASSETS |

1 i

TRANSFER OF PRIVATE USE OF CEASE TO BE TAXABLE

BUSINESS ASSETS BUSINESS ASSETS PERSON
‘ v SUPPLY OF GOODS
SUPPLY OF GOODS SUPPLY OF SERVICES l
\./_/ EXCEPTION:
WHETHER OR NOT FOR CONSIDERATION 1. Transferredas a going concern

2. Business is carried on by a personal
representative who is deemed to be a
taxable person.

EXAMPLE:

1. A director using car provided by the company for personal travels.

2. Raj, a trader, is winding up his business. Any goods left in stock shall be deemed to be supplied by him
and GST shall be payable.

3. MR. Sohail, a sole proprietor, owns a laptop used for making office presentations. He transfers said laptop
to his son for making school projects

4. Jagdish, a trader, is winding up his business. Any goods left in stock shall be deemed to be supplied by
him.
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SUPPLY OF SERVICES

h

k4

p-
Renting
Immovable

Property

of

B.
Construction of
Complex Civil
Structure,

Building, etc.*

C.
Temporary
transfer
permitting
use of IPR

or
the

D.
Agree to obligation to
Refrain from an Act, or to
tolerate an act or situation,
or to do an act.
E.g.
1. Non-Compete Fee
2. Compensation for early
termination of contract

Note: If early Termination is
paid to Employee - -ve List

E.

Development,
Programming,
Customization, Adaption,
Upgradation,
Enhancement,
Implementation of IT
Software.
E.g. Supply of GST related
software to businesses for
smooth processing of
returns and accounts.

Design,

F.

Transfer of Right to
use any goods for any

purpose

5) SUPPLY OF SERVICES
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EXAMPLE:-
(a) Renting of immovable property
e Renting of a commercial complex.
e Renting of precincts of a religious place.
e Renting of property to an educational institution.
e Permitting use of immoveable property for placing vending/dispensing machines

(b) Construction of complex, building, civil, structure,etc.*

Birla Builders has constructed individual residential units for agreed consideration of Rs.2.4 crore per unit.
Rs.180 lakh per unit were received before issuance of completion certificate by the competent
authority and balance after completion.

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

Temporary transfer of patent.

(d)Development, design, programming, customization, adaptation, upgradation, enhancement,
implementation of IT software

ABC Solutions develops an accounting software for a business.

(e) Agreeing to obligation to refrain from an act, or to tolerate an act or situation, or to do an act.
Professor — A has entered into an agreement with Professor - B that A will not provide Coaching
in the specified areas where B is providing the Coaching. Non-compete agreements constitute supply
of service.

(f) Transfer of right to use any goods for any purpose

Machinery given on hire.

*NOTE: Where the entire consideration has been received after issuance of completion certificate, or
after its first occupation, whichever is earlier —~Covered under Negative List — No Supply.

6) COMPOSITE SUPPLY

COMPOSITE SUPPLY

WORKS CONTRACT RESTAURANT
Building Installation Eg. Catering Contract
Construction Fitting Out

Fabrication Improvement
Completion Modification
Erection Renovation
Alteration Commissioning
\ J

v

of any immovable property
SUPPLY OF SERVICE
l Food, Other Articles, etc.

(other than alcoholic liquor for human

SUPPLY OF SERVICE consumption)

7) SUPPLY OF GOODS
Supply of Goods by an unincorporated association or body of persons to a member thereof for
cash, deferred payment or other valuable consideration
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MEMBERS

MEMBERS GAVE Rs. 5,000 TO AOP

EXAMPLE:-
Resident welfare association(RWA) of Sanskriti Society supplies airconditioners to its members at a
concessional price.

PART 5] NEGATIVE LIST UNDER GST - SCHEDULE Ill of CGST ACT
Key Code — | FACE

1. Services by an Employee to the Employer in the course of or in relation to his employment.

Service Provided by a person to other person in the capacity of

|
! ! l

Employee Professionals Other than employee Director
A T [Principal to Principal] /\
b 7 1‘ . ‘ ) @ Whole Time @ Part Time
“ “ ‘l’ ' @B Director & Director
No Supply Supply Supply Employee  Of Govt. Of Non. Govt.
Body Body
(eg. IRDA) (eg. TATA)

l l

Not a Supply It is a Supply
No GST GST Vv
100% RCM

EXAMPLE

(1) Services provided otherwise than in course of employment — Supply

(2) Services provided on contract basis — Principal - to Principal — Supply

(3) Amounts received by an employee from employer an premature termination of contract of
employment—No supply, as it arise in course of employment

(4) Any amount paid for not joining a competing business would be liable to be taxed being paid for
providing the service of forbearance to act—Supply
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(5) Services provided by casual worker to employer who gives wages on daily basis to the worker are
services provided by the worker in the course of employment — No Supply

DO YOU KNOW

Services provided outside ambit of employment for a consideration would qualify as supply.

For example, if an employee provides his services on contract basis to an associate company of the employer,
then these are not services provided in the course of employment and thus, it would be treated as supply.
Similarly, services provided on contract basis i.e. principal-to-principal basis are not services provided in the
course of employment.

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

3. (a) The functions performed by the Member of Parliament, Member of State Legislature, Members of Panchayat,
Members of Municipalities and Members of other local authorities.
(b) The duties performed by any person who holds any post in pursuance of the provisions of the Constitution.
Eg. Governors of State, CRAG etc.
(c) The duties performed by any person as a Chairperson or a Member or a Director in a body established by the
Central Government or a State Government or local authority and who is not deemed as an employee before
commencement of this clause.Eg. Chairperson of IRDA, MIDC etc.

DO YOU KNOW

Amounts/fees charged by Consumer Disputes Redressal Commission
Consumer Disputes Redressal Commissions (National/ State/ District) may not be tribunals literally as
they may not have been set up directly under Article 323B of the Constitution. However, they are clothed
with the characteristics of a Tribunal7. Consequently, fee paid by litigants while registering complaints to
said Commissions are not leviable to GST. Any penalty in cash imposed by or amount paid to these
Commissions will not attract GST

4) Services of Funeral, Burial, Crematorium or Mortuary including transportation of the deceased.

5) Sale of Land and, subject to clause (b) of Paragraph 5 of Schedule II, sale of Building.

6) Actionable Claims, other than lottery, betting and gambling.

7) Supply of goods from a place in the non-taxable territory to another place in the non-taxable territory
without such goods entering into India. It seeks to exclude from the tax net such transactions which involve
movement of goods, caused by a registered person, from one non-taxable territory to another nontaxable
territory.

8) (a) Supply of warehoused goods to any person before clearance for home consumption. Warehoused
goods means goods deposited in a warehouse.

(b) Supply of goods by the consignee to any other person, by endorsement of documents of title to the
goods, after the goods have been dispatched from the port of origin located outside India but before
clearance for home consumption.

EXAMPLES
1. Mr. A purchased goods from China and sold it to Mr. John in Canada without bringing the goods in India.
This transaction is neither supply of goods nor supply of services.

2. Mr. X imported some goods in India, but kept the goods in custom bonded warehouse without clearing it
for home consumption. In the meantime, Mr. X sold these goods to Mr. Y while they were in warehouse.
This transaction between Mr. X and Mr. Y is neither supply of goods nor supply of services.

3. Mr. P of India imported some goods from Japan. While the goods were in high seas, Mr. P sold the goods
to Mr. Q in India by way of endorsement of documents of title of goods. This transaction between Mr. P
and Mr. Q is neither supply of goods nor supply of services
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Latest Amendment

Following activities or transactions undertaken by the State Governments in which

they are engaged as public authorities, shall be treated neither as a supply of goods
nor a supply of service, namely: -

“Service by way of grant of alcoholic liquor, against consideration in the form of
license fee or application fee or by whatever name it is called.”

SOME CLARIFICATIONS

il TENACY RIGHTS / PAGADI

e The activity of transfer of tenancy right against consideration [i.e. tenancy premium] is squarely covered
under supply of service liable to GST.
e Itis aform of lease or renting of property.

Transfer of Tenancy Rights

(Surrendering the tenancy Rights)
OLD
TENANT

Consideration (Tenancy Premium) = Rs. 10L |

NEW
TENANT

> STAMP DUTY REGISTRATION CHARGES - v/
> GSTONRS. 10L— /

> THE TRANSFER OF TENANCY RIGHTS TREATED AS SALE OF LAND/BUILDING — X

t JOINT VENTURE_(JV)

o JV being an unincorporated temporary association constituted for the limited purpose of carrying
out a specified project within a time frame, a comprehensive examination of the various JV agreements (at
times, there could be number of inter se agreements between members of the JV) holds the key to
understanding of the taxation of transactions involving taxable services between the JV and its members or
inter-se between the members of a JV,,

o Thus, whether a cash call is merely a transaction in money and hence not in the nature of consideration
for taxable service, would depend on the terms of the Joint Venture Agreement, which may vary from case to
case.

o 'Cash calls’ are raised by an operating member of the joint venture on other members in proportion
to their participating interests in the joint venture (unincorporated) to meet the expenditure on the operations
to be carried out as per the approved work programme and budget. Let us understand the taxability of
cash calls with the help of following examples:

L)
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There are 4 members in the JV including the operating member and each one contributes Rs. 100 as
part of their share. A total amount of Rs. 400 is collected. The operating member purchases
machinery for Rs. 400 for the JV to be used in oil production

In above case, cash calls will not be subject to GST since the operating member is not carrying out an
activity for another for consideration. Here, the money paid for purchase of machinery is merely in
the nature of capital contribution and is therefore a transaction in money

EXAMPLE 2:

There are 4 members in the JV including the operating member and each one contributes Rs. 100 as
part of their share. A total amount of Rs. 400 is collected. The operating member thereafter uses its
own machine and performs exploration and production activities on behalf of the JV.

In above case, the operating member uses its own machinery and is therefore providing ‘service’
within the scope of ‘supply’ because here operating member is recovering the cost appropriated
towards machinery

& Services from other JV members in their participating interest ratio

[Circular No. 35/9/2018 GST dated 05.03.2018].

L BPRIORITY SECTOR LENDING CERTIFICATES (PSLCs

RBI's FAQ on PSLCs have construed PSLCs to be in the nature of goods,

PSLC are akin to freely tradeable duty scrips, Renewable Energy Certificates, REP license or
replenishment license, which earlier attracted VAT.

In GST, there is no exemption to trading in PSLCs. Thus, PSLCs are taxable as goods. GST payable
on the certificates would be available as ITC to the bank buying the certificates [Circular No.
34/08/2018 GST dated 01.03.2018].

L BINTER-STATE MOVEMENT OF VARIOUS MODES OF CONVEYANCE

Inter-State movement of various modes of conveyance, between distinct persons as specified in
section 25(4) of the CGST Act, [explained earlier in this chapter] including-

o O

o

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

AN NE N N

(a) carrying goods or passengers or both; or
(b) for repairs and maintenance,

[except in cases where such movement is for further supply of the same conveyance] was discussed in
GST Council’s meeting held on 11th June, 2017 and the Council recommended that such inter-State
movement shall be treated ‘neither as a supply of goods or supply of service’ and therefore not be
leviable to IGST.

Thus, above activity may not be treated as supply and consequently IGST will not be payable on such
supply. However, applicable CGST/SGST/IGST, as the case may be, shall be leviable on repairs and
maintenance done for such conveyance [Circular No. 1/1/2017 IGST dated 07.07.2017**].
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S INTER-STATE MOVEMENT OF RIGS, TOOLS AND SPARES, AND ALL GOODS ON
WHEELS [LIKE CRANES]

**Above circular shall mutatis mutandis apply to inter- State movement of rigs, tools and spares, and
all goods on wheels [like cranes],[except in cases where movement of such goods is for further
supply of the same goods], such inter-State movement shall

be treated ‘neither as a supply of goods or supply of service,” and consequently no IGST would be
applicable on such movements. 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 [Circular No. 21/21/2017-

GST dated 22.11.2017].

ACTIVITY / TRANSACTION

PRINCIPAL SUPPLY

Supply of printed books,
pamphlets, brochures,
envelopes, annual reports,
leaflets, cartons, boxes,

Supply of In the case of printing of books, pamphlets, brochures, printed books,
annual reports, and the like, where only content is pamphlets, supplied by the
publisher or the person who owns the brochures, usage rights to the intangible
inputs while the physical inputs including paper used for printing belong to the
printer, supply of printing [of the content supplied by, the recipient of supply] is

sl el s the principal supply and therefore such supplies would constitute SUPPLY OF

logo, name, address or| sgrvICE

other contents supplied
by the recipient of such
printed goods.

In case of supply of printed envelopes, letter cards, printed boxes, tissues,
napkins, wall paper etc. by the printer using its physical inputs including paper
to print the design, logo etc. supplied by the recipient of goods, predominant
supply is supply of goods and the supply of printing of the content [supplied by
the recipient of supply] is ancillary to the principal supply of goods and
therefore such supplies would constitute SUPPLY OF GOODS. [Circular No.

11/11/2017 GST dated 20.10.2017]

Activity of Bus Body | The principal supply may be determined on the basis of facts and circumstances
Building. of each case [Circular No. 34/8/2018-GST dated 01.03.2018].
Pre-dominant element is process of retreading which is a SUPPLY OF SERVICE.
. Rubber used for retreading is an ancillary supply. Supply of retreaded tyres,
Retreading of tyres

where the old tyres belong to the supplier of retreaded tyres, is a SUPPLY OF
GOODS [Circular No. 34/8/2018-GST dated 01.03.2018].

CLARIFICATION ON SCOPE OF PRINCIPAL AND AGENT RELATIONSHIP UNDE
SCHEDULE | OF CGST ACT IN THE CONTEXT OF DEL-CREDERE AGEN

In commercial 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 of the principal. The factor that differentiates a DCA from
other agents is that the DCA guarantees the payment to the supplier. 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 (effectively providing an insurance against default by the buyer), and for this reason the
commission paid to the DCA may be relatively higher than that paid to a normal agent.
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ISSUE:
— Whether a DCA falls under the ambit of agent under Para 3 of Schedule | of the CGST Act?

— CLARIFICATION: As already clarified vide Circular No. 57/31/2018 GST, whether or not the DCA will fall under
the ambit of agent under Para 3 of Schedule | of the CGST Act depends on the following possible scenarios:

e In case where the invoice for supply of goods is issued by the supplier to the customer, either himself or
through DCA, the DCA does not fall under the ambit of agent.

e In case where the invoice for supply of goods is issued by the DCA in his own name, the DCA would fall
under the ambit of agent.
ISSUE:

— Whether the temporary short-term transaction-based loan extended by the DCA to the
recipient (buyer), for which interest is charged by the DCA, is to be included in the value
of goods being supplied by the supplier (principal) where DCA is not an agent under Para
3 of Schedule | of the CGST Act?

CLARIFICATION:

— In such a scenario following activities are taking place:

1. Supply of goods from supplier (principal) to recipient;

2. Supply of agency services from DCA to the supplier or both;

3. Supply of extension of loan services by the DCA to the recipient.

It is clarified that in cases where the DCA is not an agent under Para 3 of Schedule | of the CGST Act, the
temporary short-term transaction based loan being provided by DCA to the buyer is a supply of service by
the DCA to the recipient on principal to principal basis and is an independent supply.

Therefore, interest being charged by the DCA would not form part of the value of supply of goods
supplied (to the buyer) by the supplier.

ISSUE:

— Whether DCA is an agent under Para 3 of Schedule | of the CGST Act and makes payment to
the principal on behalf of the buyer and charges interest to the buyer for delayed
payment along with the value of goods being supplied, whether the interest will form
part of the value of supply of goods also or not?

CLARIFICATION:

— In such a scenario following activities are taking place

Supply of goods by the supplier (principal) to the DCA,;

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

3. Supply of agency services by the DCA to the supplier or the recipient or both;
4. Extension of credit by the DCA to the recipient.

—_

It is clarified that in cases where the DCA is an agent under Para 3 of Schedule | of the CGST Act, the temporary
short-term transaction based credit being provided by DCA to the buyer no longer retains its character of
an independent supply and is subsumed in the supply of the goods by the DCA to the recipient. It is
emphasised that the activity of extension of credit by the DCA to the recipient would not be considered as a
separate supply as it is in the context of the supply of goods made by the DCA to the recipient. It is further
clarified that the value of the interest charged for such credit would be required to be included in the
value of supply of goods by DCA to the recipient as per section 15(2)(d) of the CGST Act.
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CLARIFICATION ON VARIOUS DOUBTS RELATED TO TREATMENT OF SALES

PROMOTION SCHEMES UNDER GST.

It has been noticed that there are several promotional schemes which are offered by taxable persons to
increase sales volume and to attract new customers for their products. Taxability of two such schemes has been
clarified as under:

A. FREE SAMPLES AND GIFTS:

e It is a common practice among certain sections of trade and industry, such as, pharmaceutical
companies which often provide drug samples to their stockists, dealers, medical practitioners, etc. without
charging any consideration.

e Therefore, the goods or services or both which are supplied free of cost (without any

consideration) shall not be treated as “supply” under GST (except in case of activities mentioned in
Schedule | of the CGST Act).

B. BUY ONE GET ONE FREE OFFER:

e Sometimes, companies announce offers like ‘Buy One, Get One free'.

EXAMPLE: “Buy one soap and get one soap free” or “Get one tooth brush free along with the
purchase of tooth paste”.

® Therefore, the goods or services or both which are supplied free of cost (without any consideration) shall
not be treated as “supply” under GST (except in case of activities mentioned in Schedule | of the CGST Act).

® Taxability of such supply will be dependent upon as to whether the supply is a composite supply or a mixed
supply and the rate of tax shall be determined as per the provisions of section 8 of the CGST Act.

IMPORTANT DEFINITIONS

1) PERSON
Person includes [Section 2(84) of CGST Act]

' a) Individual @ g) A Trust
| I b) A Company m h) A Hindu Undivided Family

ﬂ‘ c) A Limited Liability Partnership m i) A Firm

d) Any corporation established i) An association _Of persons
> by/under any Central, State or m or a body" of individuals,
-/ Provincial Act or Government whe‘l_:her -|ncorpor?ted or

Company as defined in section not, in India or outside India.

2(45) of Companies Act, 2013 i
k) A Local authority

1) Society as defined under
the Societies Registration
Act, 1860

%..wme f) Central or a State Government. m) Every artificial juridical

person, not falling within
any of the above.

Py 37 e) A co-operative society registered
() } under any law relating to co-
operative societies.

E b

h) Any body corporate
incorporated by or under
the law of a country
outside India
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COMPOSITE AND MIXED SUPPLY

1) COMPOSITE SUPPLY [Sec 2(30) of CGST Act, 2017]

* comprises two or more taxable supplies of goods or services or both, or any combination thereof.

* are naturally bundled and supplied in conjunction with each other, in the ordinary course of business
* one of which is a principal supply [Section 2(30) of the CGST Act]

Principal Supply[Sec 2(90)]means the supply of goods or services which constitutes the predominant element of a
composite supply and to which any other supply forming part of that composite supply is ancillary. [Section
2(90) of CGST Act]

EXAMPLE

1. Hotel Accomodation with Breakfast, Laundry, etc.

2. Laptop with Warranty

3. Mobile with Earphone, Headphone, Charge. TAX Rate — Rate of Principal Supply

EXAMPLE 1:
Taxable person supplies goods to recipient for Rs. 6 Lakhs (including transportation charges, packing material
and Insurance.

Supply of Good
+

Packing Material
+

Transportation
+ PRINCIPAL  Recipient
SUPPLY

Taxable Person

Insurance

TAX Rate —Rate of Principal Supply will be applicable on Rs. 6 lakhs.

EXAMPLE 2:

When a consumer buys a television set and he also gets warranty and amaintenance contract with the TV, this
supply is a composite supply. In this example, supply of TV is the principal supply, warranty and maintenance
services are ancillary.

MIXED SUPPLY, [Sec 2(74) of CGST Act, 2017]

two or more individual supplies of goods or services, or any 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 [Section 2(74) of the CGST Act]. The
individual supplies are independent of each other and are not naturally bundled.

TAX Rate —Supply that attracts Highest Rate of Tax. EXAMPLE 1:
Taxable person supplies packet consisting of Sweets, Chocolates, Cakes & Dry Fruits to recipient for Rs.
500 (All items can be supplied separately & is not dependent to any other).
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Sweets
Chocolates
Cakes

Taxable Person Dry Fruits Recipient

Price Rs. 500/-

Packet
(All items can be supplied separately & is not dependent to any other)

TAX RATE—Highest rate of tax will be applied on Rs. 500

EXAMPLE 2:

A taxable person selling water bottles along with refrigerator. Bottles and the refrigerator can easily be
priced and sold independently and are not naturally bundled. So, such supplies are mixed supplies.

EXAMPLE 3:

Hotel in Goa provides 3 days 2 Nights package with breakfast & one day Goa Darshan. (Because Goa
Darshan in this package is not a natural requisite to accommodation in the hotel)

CBIC CLARIFICATION

EXAMPLE :
X Ltd. Supplied spare part freely to replace during warranty period. Is it chargeable to GST ?
- Itis not supply (If not covered in Schedule I)

- GST is not chargeable if free replacement is provided by a Business to Customers without Consideration
under Warrant.

NOTE
No GST on free supplies.
Eg. Prasad / Food supplied by religious place.

NN 75/2017 dated 11t July 2017 — There is NO GST on free food supplied in annakshetras run by religious
institutions. No GST is applicable on such food supplied for free.
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ﬁ SOME CLARIFICATIONS ISSUED BY ICAI FOR MAY/ NOV 2020

1. State government provide services by way of grant of alcoholic liquor license, against
consideration in the form of license fee or application fee or by whatever name it is called.

‘ Grant of alcoholic liguor license ,

-
<

License Fee/ Application Fee
¥ Any Person

No supply as per Section 7(2)

(Recipient)
S of the CGST Act, 2017
(Supplier)

)

2. Goods sent / taken out of India for Exhibition or on Consignment basis for Export Promotion

v

Goods sent/taken out of India
for Exhibition or on
Consignment Basis for Export /
Import Promotion Australia Exhibition
(Out side of India)

(Supplier)
v
No Consideration J
v v
Covered under Schedule | of CGST Not Covered under Schedule | of
Act, 2017 the CGST Act
v v

—Supply as per Section 7 of CGST Act, 2017 e :
—Treated as ZR’'S as per Section 16 of IGST No Ul S S

Act 2017 — No ZR’S as per Section 16 of IGST Act, 2017
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3. Services by way of display of name or placing of name plates of the donor in the
premises of charitable organization receiving donation or gifts from Individual Donor’s.

v

If all followings conditions are satisfied J

=> Gift or Donation is made to a charitable
organization
=> The payment has the character of Gift or
donation
=> The purpose is philanthropic (i.e. it leads to
no commercial gain)
& not advertisement

v

GST is not leviable

Taxability of cost petroleum

When an oil exploration & production contractor gets a license/lease to explore/mine the petroleum
crude and/or natural gas from the Government, it enters into a Production Sharing Contract (PSC)
with the Government. The

relationship of the contractors with the Government is not that of partners butthat of licensor/lessor
and licensee/lessee. As per these PSCs, when a contractor discovers oil/gas, he is at first entitled to
recover the contract cost /expenses

Book maker is a person that accepts and pays off bets on sporting and other events atagreed-upon odds.
Totalisator (s a device showing the number and amount of bets staked on a race tofacilitate the division of the
total among those backing the winner. incurred in exploration, development, production and payment of royalty]
involved in the extraction of oil/gas from the total sale proceeds and thereafter, he is expected to share
with the Government the profit from his venture [known as profit petroleum], as per the PSC.

The value of petroleum which the contractor is entitled to take in a year for recovery of the contract
costs is called the Cost Petroleum. Further, the total value of petroleum produced and saved from the
contract area in a particular period, as reduced by cost petroleum, is called the profit petroleum. The
Government'’s share of profit petroleum which is the consideration paid by the contractor to the Central
Government for the services of grant of license/lease to explore/mine petroleum crude and/natural gas
is exempt from GST.

The cost petroleum is not a consideration received bythe contractor for the services provided to
Government and thus not taxable per se. The reason for the same is that the contractors carry
exploration and production of petroleum for themselves and not as a service to Government. They had
acquired the right to explore, exploit and sell petroleum in lieu of royalty and a share inprofit
petroleum.
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SUMMARIZED ANALYSIS OF SUPPLY UNDER GST

Is the activity a supply tncluding supply of NO
qoods/services such as sale, transfer, barter, =+ QLT
axchange, licance, rental, laase or disposal?

YES

st for a NO | Isitanactivity
ackderatic speciied under
o Schedule

NO

YES

ls it in course
or furtherance Not Supply
of buslness ?

VES L

Is it in course or
furtherance of

buslness ?
NO YES

Is it an activity ] YES
specified In Schedule = Not Supply
Il or Section 7(2)(b) 7 J

Is it import of
service ?

NO
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SOME EXAM ORIENTED MCQ’s

1. Mr. A has received techical consultancy services from IT Star Consultants, USA. The import of
technical consultancy will not be liable to GST if-

({) Mr. A pays some consideration for the services received

(ii) Mr. A pays some consideration for the services received and if Mr. A uses the said service
for business purposes

(iit) Mr. A uses the said service for business purposes even though he does not pay any
consideration for the same

(iv) Mr. A uses the said service for personal purposes and does not pay any consideration for
the same and is also a partner in IT Star Consultants

(v) Mr. A uses the said service for business purposes and does not pay any consideration for
the same and is also a partner in IT Star Consultants

@ (@ (@, (v)
(b) (ib), (iii) and (v)
(c) (iib), (iv)
(d) (iib), (iv) and (v)

2. In which of the following cases, import of services by an individual is taxable under GST?

(1) Import of service with consideration in course or furtherance of business.

(2) Import of service with consideration not in course or furtherance of business.

(3) Import of service without consideration from a related person in course or furtherance of
business.

(4) Import of service without consideration from a related person not in course or furtherance
of business.

(@) (1) and (3)
(b) (2) and (4)

(© (1), (2) and (3)
(d) 4)

(Hint - Case 2 is covered under the definition of supply but it is not taxable supply, it is exempt as
per the exemption notification of IGST Act, 2017. Refer Chapter 4)

3. Which of the following transactions does not qualify as supply under GST law?

() When the Head Office makes a supply of services to its own branch outside the State.

(ii) When a person import services without consideration for the purposes of his business
from his son living outside India.

(iii) Disposal of car without consideration and where the supplier has not claimed input tax
credit on such car.

(iv) When a principal makes supplies to his agent who is also registered and is situated within
the same State.

(@) () & (i)
(b) (0), (it) & (iir)
(<) (i)

(d) (i) & (iv)
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4. There is a difference in taxability of goods forming part of composite supply and mixed supply.
Here are few examples from which you need to identify which is correct example of composite
supply and mixed supply.

({) Mr. A buys a car and purchases warranty and maintenance of the car by paying nominal
amount. Car, warranty and maintenance here are a mixed supply.

(i0) Mr. A buys a car and purchases warranty and maintenance of the car by paying nominal
amount. Car, warranty and maintenance here are a composite supply.

(lii)Mrs. A buys a microwave oven and some utensils for use in microwave oven. Both
microwave oven and utensils are sold at a single price. Microwave oven and its utensils here

are a mixed supply.
(iv) Mrs. A buys chocolates, juices and biscuits from a shop. All items have different prices.
Chocolates, juices and biscuits are a mixed supply.

The correct examples of composite and mixed supply are: -
a) v

¢) ii,lii,iv
d) None of the above

5. Mr. Manubhai and Mr. Anubhai are two brothers running a business of supplying lubricants
located in the State of Gujarat in their company, M/s. Ambani Lubricants (P) Ltd. On death of their
respected father, the two brothers have divided their business. However, they have signed an
agreement that Mr. Anubhai will not enter into business of supplying lubricants similar to
business done by M/s. Ambani Lubricants (P) Ltd. run by Mr. Manubhai, for which Mr. Manubhai
will pay him Rs. 2.5 crores as a lump sum payment. State whether transaction entered through the
above agreement constitutes supply under CGST Act, 2017 or not.

(a) Yes, supply of goods by Mr. Manubhai.

(b) Yes, supply of goods by Mr. Anubhat.

(c) Yes, supply of services by Mr. Manubhai.
(d) Yes, supply of services by Mr. Anubhai.

6. M/s. Jolly Electronics (P) Ltd., is an authorized dealer of M/s. GG Micro Ltd., located and registered
in Lucknow, Uttar Pradesh. It has sold following items to Mr. Alla Rakha (a consumer):

* Refrigerator (500 litres) taxable @ 18% — 40,000/-

+ Stabilizer for refrigerator taxable @ 12% — 5,000/-

* LED television (42 inches) taxable @ 12% — 30,000/-

¢+ Split air conditioner (2 Tons) taxable @ 28% — 35,000/-
+ Stabilizer for air conditioner taxable @ 12%. — 5,000/-
* Total value —1,15,000/-

M/s. Jolly Electronics (P) Ltd. has given a single invoice, indicating price of each item separately to
Mr. Alla Rakha. Mr. Alla Rakha, has given a single cheque of Rs. 1,00,000/- for all the items as a
composite discounted price. State the type of supply and the tax rate applicable on the same.

a) Composite supply; Highest tax rate applicable to split air conditioner, i.e. 28%

b) Mixed supply; Highest tax rate applicable to split air conditioner, i.e. 28%

¢) Supply other than composite and mixed supply; Highest tax rate applicable to split air conditioner i.e.
28%

d) Supply other than composite and mixed supply; respective tax rate applicable to each item
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7. Which of the following transactions does not qualify as supply under GST law?

(a) Disposal of car without consideration and where the supplier has not claimed input tax credit
on such car.

(b) When a principal makes supplies to his agent who is also registered and is situated within the same
State.

(c) When the Head Office makes a supply of services to its own branch outside the State.

(d) When a person import services without consideration for the purposes of his business from his elder
son living outside India.

8. Which of the following is not considered as a supply under the CGST Act, 2017?

(@) Importation of architectural services for Rs.1,00,000/- for construction of residential property used for
personal purposes from unrelated person.

(b) Importation of architectural services free of cost for construction of office used for business purposes
from related person.

(c) Importation of architectural services free of cost for construction of office used for business
purposes from unrelated person.

(d) Both (a) and (c)

9.  Which of the following is not a supply under the CGST Act, 2017?

(@) Food supplied free of cost by Mr. A (Owner of a Restaurant) to his agent for further supply to
customer at Rs.500/.

(b) Importation of accounting services free of cost from father residing in US.

(c) A Rolex watch gifted to an employee for Rs. 50,000/.

(d) A machinery given free of cost to an employee on which input tax credit was availed by the employer.

10. M/s. Vishu Megamart, operating a store located and registered in Rajasthan, has come out with big
discount offers at the time of Diwali on various gift items. In order to attract more customers, it
has decided to supply a gift pack containing 5 packets of Haldiram’s Namkeen (200 gram each)

taxable @ 12%, 1 packet of Roasted Smoked Almonds (100 gram) taxable @ 18%, 1 packet of
Bournville Chocolate (50 mg) taxable @ 28% and 1bottle of Real Fresh Juice (1 litre) taxable @

18% in a single basket for a single price of Rs. 1,000/-. State the type of supply and the tax rate
applicable on the same.

11.

(a) Composite supply; Tax rate of the principal item, i.e. Namkeen @18%
(b) Composite supply; Highest tax rate out of all items, i.e. 28% applicable to chocolates

(c) Mixed supply; Tax rate of principal item, L.e. Namkeen @18%

(d) Mixed supply; Highest tax rate out of all items, i.e. 28% applicable to chocolates

12. Mr. Manubhai and Mr. Anubhai are two brothers running a business of supplying lubricants
located in the State of Gujarat in their company, M/s. Ambani Lubricants (P) Ltd. On death of their
respected father, the two brothers have divided their business. However, they have signed an
agreement that Mr. Anubhai will not enter into business of supplying lubricants similar to
business done by M/s. Ambani Lubricants (P) Ltd. run by Mr. Manubhai, for which Mr. Manubhai
will pay him Rs. 2.5 crores as a lump sum payment. State whether transaction entered through the
above agreement constitutes supply under CGST Act, 2017 or not.

(a) Yes, supply of goods by Mr. Manubhai.
(b) Yes, supply of goods by Mr. Anubhai.

(c) Yes, supply of services by Mr. Manubhai.
(d) Yes, supply of services by Mr. Anubhai.
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[Sec. 8] Intrastate Transfer.

Extent & Commencement of CGST Act / SGST Act / UTBST Act.
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< Composition Levy.

«  Composition Rule.
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CENTRAL GST
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INTER STATE SUPPLY [Section 7 of IGST Act, 2017]

SUPPLY OF GOODS/SERVICES SHALL BE TREATED AS INTER-STATE SUPPLY: Where the location of the supplier
and the place of supply are in -

Two different states

Two different Union Territories or

A State and A Union Territory
Integrated Goods & Service Tax i.e. IGST shall be charged on an Inter State Supply

EXAMPLE 1:

Place of Supply = Maharashtra
%
Place of Supplier = Gujarat ~ IGST* v
EXAMPLE 2:
Place of Supply = Punjab .
Place of Supplier = Chandigarh ~ IGST* v

*NOTE: Although Chandigarh is located within the state of Punjab, such supply will not be considered as Intra
State supply because Punjab is a state and Chandigarh is a Union Territory. Therefore, such transfer is an Inter
State supply as persection 7 of IGST Act, 2017.

Sec 7(2): Supply of goods imported into the territory of India, till they cross the customs frontiers of India, shall be
treated to be a supply of goods in the course of inter-State trade or commerce.

Sec 7(4): Supply of services imported into the territory of India shall be treated to be a supply of services in the
course of inter-State trade or commerce.

Sec 7(5): Supply of goods or services or both,

a) when the supplier is located in India and the place of supply is outside India;

b) to or by a Special Economic Zone developer or a Special Economic Zone unit; or

c) in the taxable territory, not being an intra-State supply and not covered elsewhere in this section, shall be
treated to be a supply of goods or services or both in the course of inter-State trade or commerce.

INTER-STATE SUPPLY

4 ™
Supply of goods/ services when location of the supplier and the place of
L supply are in two different States / UTs

J

4 ™y

—» Supply of goods/ services imported into the territory of India

\ J

4 N

—»1 Supplier located in India and the place of supply is outside India

A J

r N

—»  Supply to/by an SEZ developer or SEZ unit; or

\ S

r N
Supply in the taxable territory, not being an intra-State supply & not
specified anywhere

L.
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INTRA STATE SUPPLY [Section 8 of IGST Act, 2017]

SUPPLY OF GOODS/SERVICES SHALL BE TREATED AS INTRA-STATE SUPPLY: Where the location of the supplier
and the place of supply are in -

Same State

Same Union Territory
Central Goods & Service Tax i.e. CGST and State Goods & Service Tax i.e. SGST / Union Territory Goods &
Service Tax i.e. UTGST shall be charged on an Intra State Supply

EXAMPLE 1:
CGSTvV
Place of Supply = Maharashtra l .
Place of Supplier = Maharashtra
SGST of Maharashtra State v/
EXAMPLE 2:
CGSTV
Place of Supply = Chandigarh .
Place of Supplier = Chandigarh ~
UTGST v
EXAMPLE 3:
Place of Supply = Delhi CGSTY
Place of Supplier = Delhi ~ * )
SGST* of Delhi v/

*NOTE: State includes a Union Territory with Individual Legislature. Delhi, Puducherry & Jammu & Kashmir
have their own individual legislature and hence covered under State GST Law.

Sec 8(1): Subject to the provisions of section 10, supply of goods where the location of the supplier and the place of
supply of goods are in the same State or same Union territory shall be treated as intra-State supply:

Provided that the following supply of goods shall not be treated as intra-State supply, namely:

() supply of goods to or by a Special Economic Zone developer or a Special Economic Zone unit;
(i) goods imported into the territory of India till they cross the customs frontiers of India; or
(iit) supplies made to a tourist referred to in section 15.

EXAMPLE 4:

George, a tourist from USA, visits India and purchases a shawl in Delhi. In this case, even though the place of
supply and location of supplier are in the same State, it will be treated as inter-State transaction and will be
exigible to IGST.

ANALYSIS
SUPPLIER PLACE OF SUPPLY INTRA-STATE SUPPLY ?
RAJASTHAN RAJASTHAN YES
UK DELHI NO
DELHI RAJASTHAN NO
PUDUCHERRY PUDUCHERRY YES
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SERVICES OF SHORT-TERM ACCOMMODATION, CONFERENCING, BANQUETING ETC.
PROVIDED TO A SEZ DEVELOPER/SEZ UNIT - WHETHER TO BE TREATED AS AN INTER-

STATE SUPPLY OR AN INTRA-STATE SUPPLY

As discussed earlier, as per section 7(5)(b) of the IGST Act, the supply of goods or services or both to a SEZ
developer or a SEZ unit shall be treated to be a supply in the course of inter-State trade or commerce.

However, as per section 12(3)(c) of the IGST Act, the place of supply of services by way of accommodation in
any immovable property for organising any functions shall be the location at which the immovable property
is located [Please refer Chapter 5 — Place of Supply for detailed discussion of said provisions]. Thus, in such
cases, if the location of the supplier and the place of supply is in the same State/ Union territory, it would be
treated as an intra-State supply.

It is an established principle of interpretation of statutes that in case of an apparent conflict between two
provisions, the specific provision shall prevail over the general provision.

In the instant case, section 7(5)(b) of the IGST Act is a specific provision relating to supplies of goods or
services or both made to a SEZ developer or a SEZ unit, which states that such supplies shall be treated as inter-
State supplies.

It is therefore, clarified that services of short term accommodation, conferencing, banqueting etc., provided

to a SEZ developer or a SEZ unit shall be treated as an inter-State supply [Circular No. 48/22/2018 GST dated
14.06.2018].

SUPPLIES IN TERRITORIAL WATERS [Section 9 of IGST Act, 2017]

Where the location of the supplier is in the territorial waters, it shall be deemed that location of such supplier is in the
coastal State or Union Territory where the nearest point of the appropriate baseline is located. Similarly, in case where
the place of supply is in territorial waters, the place of supply shall be deemed to be in the coastal State or Union
Territory where the nearest point of the appropriate baseline is located.

EXTENT & COMMENCEMENT OF CGST ACT / SGST ACT / UTGST ACT

CENTRAL GOODS AND SERVICES TAX ACT, 2017

Central Goods and Services Tax Act, 2017 extends to whole of India including Jammu & Kashmir.

STATE GST LAW

State GST law of the respective State/Union Territory with State Legislature [Delhi and Puducherry]** extends to whole
of that State/Union Territory.

**NOTE: State: includes a Union territory with Legislature [Section 2(103) of the CGST Act].

EXAMPLE: Maharashtra GST Act, 2017 extends to whole of the State of the Maharashtra.

UNION TERRITORIES GOODS AND SERVICE TAX ACT, 2017

Union Territory Goods and Services Tax Act, 2017 extends to the Union territories**
**NOTE: Union Territory means the territory of —

a) the Andaman and Nicobar Islands;

b) Lakshadweep;

c¢) Dadra and Nagar Haveli

d) Daman and Diu;

e) Chandigarh; and

f) Ladakh

g) other territory.
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DEFINITION OF INDIA
“India” means -
- Territory of India as referred to in article 1 of the Constitution.

- its territorial waters, seabed and sub-soil underlying such waters, continental shelf, exclusive economic zone or
any other maritime zone as referred to in the Territorial Waters, Continental Shelf, Exclusive Economic Zone and
other Maritime Zones Act, 1976

- the air space above its territory and territorial waters

po
/r/ {'\\ ()'r/\/‘aé?
A e N 5 = - A
8 !

High Sea

Territori.é'l/%
__Waters (TW) b

Contiguous
Zone

Upto 12 NM
from baseline

Exclusive Economic Zone
(Upto 200 NM from baseline)

LEVY & COLLECTION OF CGST [SECTION 9 OF THE CGST ACT]
LEVY & COLLECTION OF IGST [SECTION 5 OF THE IGST ACT]

A tax called the Central Goods and Services Tax (CGST) shall be levied on all intra-State supplies (in case of IGST,
Inter State supplies) of goods or services or both.

The tax shall be collected in such manner as may be prescribed and shall be paid by the taxable person. However,
intra-State (in case of IGST, Inter State supplies) supply of alcoholic liquor for human consumption, Petroleum
Crude, High Speed Diesel, Motor Spirit (Commonly known as Petrol), Natural Gas, Aviation Turbine Fuel is outside
the purview of CGST / IGST.

ANALYSIS
Rates of CGST: Rates for CGST are rates as may be notified by the Government on the recommendations of the GST
Council. Maximum rate of CGST will be 20%.

In case of inter-State supplies of goods and/or services, Integrated Goods and Services Tax (IGST) is levied on the
transaction value under section 15 of the CGST Act. Since alcoholic liquor for human consumption is outside the
purview of GST law, IGST is also not leviable on the same. IGST is approximately the sum total of CGST and
SGST/UTGST. Maximum rate of IGST will be 40%.

However, CGST/IGST on supply of the following items has not been levied immediately. It shall be levied with effect
from such date as may be notified by the Government on the recommendations of the Council:

petroleum crude

high speed diesel

motor spirit (commonly known as petrol)

natural gas and

aviation turbine fuel

-+ FFF
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VALUE FOR LEVY:
Transaction value under section 15 of the CGST Act

[ LIABILITY TO PAY TAX UNDER CGST/IGST ACT ]

v

FORWARD REVERSE E-COMMERCE
CHARGE CHARGE OPERATOR
Taxable Person making Intra-State / Recipient of Electronic Commerce
Inter State Supply Supply Operator
MODE OF PAYMENT: MODE OF PAYMENT:
By using‘ . By using Electronic Cash Ledger
ElectronicCredit Ledger Recipient cannot use his electronic credit
Electronic Cash Ledger ledger for payment of GST on supply, but

after payment of GST under RCM, he can
take input tax credit as per the provision
of ITC (in same month).

//\

Goods purchased 5(3) of IGST Act
from Unregistered 9(3) of CGST Act
Dealer ‘/_/\.
5(4) of IGST Act
9(4) of CGST Act NN 13/2017 NN 4/2017
|
Specified Services 1. Cashew Nuts
2019 (discussed under next heading) 2. Bidi Wrapper
3. Tobacco Leaves
4. Silkyarn
y 4A. Raw Cotton supplied by
*NOTE: agriculturist to any
registered person.
The Government may, on the recommendations of the Council, by 5. Supply of Lottery by
notification, specify a class of registered persons who shall, in SG/UT/LA to Lottery

respect of supply of specified categories of goods or services or
both received from an unregistered supplier, pay the tax on
reverse charge basis as the recipient of such supply of goods or 6
services or both. :

Distributor or Selling
Agent

*Used Vehicles, Seized and
Confiscated Goods, old and

Under this provision, tax under reverse charge is payable by the used goods, waste and

NOTIFIED class of registered persons on NOTIFIED categories of scrap
intra-State supplies of goods and/or services received by such
. . . * 1#1
registered persons from any unregistered supplier Conditions for Reverse Charge

are as follows:
Similar amendment has also been carried out in section 5(4) of

the IGST Act by the IGST (Amendment) Act, 2018. Consequently, 1. If the supplier is Government /
tax under reverse charge is payable by the NOTIFIED class of Local Authority.

registered persons on NOTIFIED categories of inter-State supplies ) .

of goods and/or services received by such registered persons 2. Supply is of used vehicles,
from any unregistered supplier seized & confiscated goods, old

and used goods, waste & scrap.

3. Service Recipient = Any
Person.
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THE RECIPIENT:

Sr.

No.

1.

CATEGORY OF SUPPLY OF GST

Services provided by way of
Sponsorship to any body
corporate or partnership firm.

SUPPLIER OF SERVICE

Any Person

RECIPIENT OF SERVICE

Any  body  corporate  or
partnership firm located in the
taxable territory.

ANY PERSON

PROVIDES SPONSORSHIP SERVICES

BODY CORPORATE / PARTNERSHIP FIRM

Supply of services by en—eauther,
Music composer, photographer,
artist or the 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 literary, dramatic,
musical or artistic works to a
publisher, music company, producer
or the like.

Author or
photographer, artist, or the like

music composer,

Publisher, music company,
producer or the like, located in the
taxable territory.

Supply of services by an author b
wg'; yof ftransfer orypermitting tiye

use of enjoyment of a copyright
covered under clause (a) of sub-

section (1) of section 13 of the
Copyright Act, 1957 relating to
original literary works to a
publisher.

Author

Publisher located in the taxable

territory:

Provided that nothing contained in

this entry shall apply where,

(i) The author has taken

registration under the CGST
Act and filed a declaration,
in the form at annexure I,
within the time Ilimit
prescribed therein, with the
jurisdictional CGST or SGST
commissioner, as the case
may be, that he exercises
the option to pay tax, under
forward charge & he shall
not withdraw the said
option within a period of 1
year from the date of
exercising such option;

The author makes a declaration, as

prescribed in Annexure Il on the

invoice issued by him in Form GST

Inv-I to the publisher.
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Services supplied by an individual
Advocate including a senior
advocate or a firm of Advocate by
way of legal services, directly or
indirectly, to any business entity
located in the taxable territory,
including where contract for
provision of such service has been
entered through another
advocate or a firm of advocates,
or by a firm of advocates, by way
of legal services, to a business
entity.

SUPPLIER
ADVOCATE (Including a
Senior Advocate)

SUPPLIER
FIRM OF ADVOCATES

An  individual  advocate
including a senior advocate
or tirm of advocates

Any business entity located in
the taxable territory.

RECIPIENT
Rel Ltd.

Supply of services by a Goods
Transport Agency (GTA) (who has
not paid central tax at the rate of
6% [12% in case of IGST])* in respect
of transportation of goods by road
to-

Specified Person

Nothing contained in this entry shall
apply to services provided by a
goods transport agency, by way of
transport of goods in a goods
carriage by road, to,

a) a Department or
Establishment of the Central
Government or State
Government or Union

territory; or

Goods Transport Agency (GTA)

Specified Person:

a) Any factory registered under
or 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 cooperative society
established by or under any
law; or

d) any person registered under
the CGST Act or the IGST Act
or the SGST Act or the UTGST
Act; or

e) any body corporate
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b) local authority; or established, by or under any

c¢) Governmental Agencies, which law; or
has taken registration under f) any partnership firm whether
the CGST Act, 2017 only for the registered or not under any
purpose of deducting tax law including association of
under section 51 of CGST Act persons; or
and not for making a taxable g) Any casual taxable person
supply of goods or services. (registered under GST Act);
[wef. 1-1-2019]. located in the taxable

In case of services supplied to territory.

unregistered person by GTA, the service
is exempt w.e.f. 13-10-2017. Thus, after
13-10-2017, the GTA itself is never liable
to pay tax, except where the GTA opts
to pay tax under forward charge @ 12%

m The person who pays or is liable to
pay freight for the transportation of goods
by road in goods carriage, located in the
taxable territory shall be treated as the

[6% plus 6%].
person who receives the service for the
purpose of this notification.
- PROVIDES SERVICES BY WAY OF
™ _  TRANSPORTATION OF GOODSBY
-—' t [ ‘!:: ROAD I
i - h
| Ear-,:,..zsa N |

REGISTERED —> FACTORY /

SOCIETY / BODY CORPORATE /
PARTNERSHIP / PERSON

GOODS TRANSPORT

AGENCY (GTA)
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RATE OF TAX EFFECT

CTP (Registered) 6% CGST FCM

CTP (Registered) 5% IGST RCM

FIRM (Unregistered) 12% IGST FCM

FIRM (Unregistered) 5% IGST RCM

FIRM (Registered) 12% IGST FCM

Services supplied by the Central Central Government, State business entity located in_|
Government, State Government, | Government, Union territory | the taxable territory.

Union-territery or local authority | OF local authority

to a business entity excluding, -

Services specified below-

() services by the Department of
Posts by way of speed post,
express parcel post, life

insurance, and agency
services provided to a person
other than Central
Government, State
Government or Union

territory or local authority;

(i) services in relation to an
aircraft or a vessel, inside or
outside the precincts of a port
or an airport;

(ii)) transport of goods or
passengers.

PROVIDES IMMOVABLE PROPERTY ON RENT

HeEHa T
Government of India

BUSINESS ENTITY

CG/SG /LA In Taxable Territory

Services supplied by the CentralJf Central Government, State Any person registered under GST
Government, State Government, ll Government, Union Territory

Union Territory or Local Authority lil or Local Authorit
by way of renting of immovable
property to a person registered

‘Servlces supplied by a

A director of a company ora | The company or a body

body corporate corporate located in the taxable

territory as per Sec 2(11) of
Companies Act, 2013.

Non-Executive Director of a
company/body corporate to the
said company/body corporate.
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Services supplied by an Insurance An insurance agent Any person carrying on

agentto any person carrying on insurance business, located in
insurance business the taxable territory

1 m[
INSURA E
PROVIDES SERVICES
mneml

INSURANCE AGENT PERSON CARRYING INSURANCE BUSINESS

Services supplied by a Recovery | A recovery agent A banking company or a
agent to a banking company or a financial  institution or  a
financial institution or a non- nonbanking financial company,
banking financial company. located in the taxable territory.
Services supplied by an Arbitral | An arbitral tribunal. Any business entity located in
tribunalto a business entity the taxable territory
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ARBITRATOR

Supply of services by the
members of Overseeing
Committee to Reserve Bank of

India (RBI)

Members of  Overseeing
Committee constituted by
the Reserve Bank of India
(RBI)

Reserve Bank of India (RBI)

MEMBERS OF OVERSEEING

COMMITTEE TO RESERVE
BANK OF INDIA (RBI)

PROVIDES SERVICES !

RESERVE BANK OF INDIA
(RBI)

Services provided by Business
facilitator to a banking

[Effective from 01.01.2019]

Service of lending of securities
under securities Lending Scheme ,
1997 ("Scheme”) of Securities and
Exchange Board of India, as

Lender e, aperson who
deposits securities registered
inhis name/inthe name of any
other person duly authorised
on his behalf with an

Borrower e, a person who
borrows the securities under the
Scheme through an approved
intermediary of SEBI.

amended approved
Services provided by an agent
of business correspondent to . A business correspondent,
. An agent of business .
business correspondent. located in the taxable
correspondent

[Effective from 01.01.2019]

territory.

14.

Services supplied by any person
by way of transfer of
development rights or Floor
Space Index (FSI) (including
additional FSI) for construction
of a project by a promoter

[Effective from 01.04.2019]
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security personnel) provided td
a registered person.

However, nothing contained i
this entry shall apply to:

(V)

(@) a Department o
Establishment of thd

Central Government o
State Government o
Union territory; or|

Any person other than ajllA registered person, located in
(b) local authority; o body corporate the taxable territory.

(c) Governmental agencies

which has take
registration under the
CGST Act only for thg
purpose of deducting ta

under section 51 of the

said Act and not fo
making a taxable suppl
of goods or services; or

(ii) a registered person paying
tax under composition scheme.

[Effective from 01.01.2019]
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Services Provided

By way of renting of any
motor vehicle designed to
carry passengers where the
cost of fuel is included in the

Any person other than a
body corporate,

Who supplies the service
to a body corporate and
does not issue an invoice

Any Body Corporate
Located in the taxable
territory.

consideration charged from
the service recipient
To a body corporate

charging GST @12%
(CGST @6% +
SGST/UTGST @6%) to the
service recipient

Body Corporate (TT)
Any person

(Other than Body Corporate) Recipient

Does not issue an Invoice charging GST
@12% (CGST @6% & SGST/UTGST @6%)
to the Recipient

Supplier

ANALYSIS

S. Particulars CGST SGST IGST Impact

1. | Mr. X’ (RP) provide services by way of, 2.5% 2.5% 5% RCM
Renting of any other motor vehicle
designed to carry passengers to Body
Corporate

[ITC Not allowed except ITC of Input
Services in Same link of Business]

2. | Mr. ‘X’ (RP) provide services by way of,
Renting of any motor vehicle designed
to carry passengers

[Full ITC allowed]

3. | Mr. ‘X’ (URP) provide services by way
of,

Renting of any motor vehicle designed

to carry passengers to Body Corporate

6% 6% 12% FCM

No GST
& No
Tax
Invoice

No GST
& No
Tax
Invoice

No GST
& No
Tax
Invoice

RCM



mailto:@12%25
mailto:@6%25
mailto:@6%25
mailto:@12%25
mailto:@6%25
mailto:@6%25
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Services of lending of securities
under Securities Lending Scheme,
1997 (“Scheme”) of SEBI as
amended.

Lender i.e. a person who
deposits the securities
registered in his name or in the
name of any other person duly
authorized on his behalf with
an approved intermediary for
the purpose of lending under
the scheme of SEBI.

Borrower i.e. a person who
borrows the securities under the
Scheme through an approved
intermediary of SEBI.




INDIRECT TAXATION LAW [VOLUME - 1]: PART | - GOODS & SERVICE TAX ACT

LIST OF SERVICES TAXABLE UNDER REVERSE CHARGE, I.E. THE SERVICES WHERE TAX (IGST) IS PAYABLE BY
THE RECIPIENT:

CATEGORY OF SUPPLY OF GST SUPPLIER OF SERVICE RECIPIENT OF SERVICE
1. Any service supplied by any person | Any person located ina | Any person located in the
who is located in a nontaxable | non-taxable territory taxable territory other than
territory to any person other than non- nontaxable online recipient

taxable online recipient.

SUPPLIER
(Us)

RECIPIENT RECIPIENT
Non Taxable Online Recipient Other than Non Taxable Online
1 Recipient
FCM RCM

Non-taxable online recipient means any Government, local authority, governmental authority, an
individual or any other person not registered and receiving online information and database access
or retrieval services in relation to any purpose other than commerce, industry or any other
business or profession, located in taxable territory.

2. Services supplied by a person located in | A person located in | Importer, as defined in
nontaxable territory by way of | nontaxable territory section 2(26) of the Customs
transportation of goods by a vessel Act, 1962, located in the
from a place outside India up to the taxable territory.
customs station of clearance in India Importer, in relation to any

goods at any time between
their importation and the
time when they are cleared
for home consumption,
includes any owner, beneficial
owner or any person holding
himself out to be the importer
[Section 2(26) of the Customs

Act, 1962].
R 5o /R EXPORTER
IMPORTER *
(INDIA) ¢ (Us)

FREIGHT = Rs. 2,00,00|

Liability to pay
Importer
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TAX PAYABLE BY E-COMMERCE OPERATOR ON NOTIFIED SERVICES [SEC 9(5)]

Electronic Commerce Operators (ECO) display products as well as services which are actually supplied by some other
person to the consumer, on their electronic portal. The consumers buy such goods/ services through these portals.
On placing the order for a particular product/ service, the actual supplier supplies the selected product/ service to
the consumer. The price/ consideration for the product/ service is collected by the ECO from the consumer and passed
on to the actual supplier after the deduction of commission by the ECO.

The following categories of services supplied through ECO are notified for this purpose -

(a) services by way of transportation of passengers by a radio-taxi, motorcab (not more than 6 passengers), maxicab
(Capacity > 6 passengers but less than 12 excluding driver) and motor cycle;

(b) services by way of providing accommodation in hotels, inns, guest houses, clubs, campsites or other commercial
places meant for residential or lodging purposes, except where the person supplying such service through electronic
commerce operator is liable for registration under section 22(1) of the CGST Act.

(c) by way of housekeeping such as Plumbing, Carpentering etc. by an Unregistered Person.

All the provisions of the CGST Act shall apply to such ECO as if he is the supplier liable for paying the tax in relation to

the supply of above services.

- «- o
= ~
~
GST UBER will be liable
-
1000+ 180 to pay tax to Dept.
UBER
ECO
PASSENGER
Payment of GST Involving an ECO in
any manner

Government of India

goibibo

ANY PERSON
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'{I'I\/-I\X P{-};Y}ABLE BY E-COMMERCE OPERATOR ON NOTIFIED SERVICES [U/S 9(5) OF CGST ACT, 2017]
oV
(d) GST impacting On Restaurant Services Provided by E-Commerce Operators i.e . Zomato, Swiggy etc.

1) Restaurant Services by E-Commerce
On September 17, it was decided at the Goods and Services Tax Council meeting that e-commerce
operators be made liable to pay tax on services provided through them namely transport of
passengers, by any type of motor vehicles- restaurant services provided, with some exceptions. This
will become effective January 1, 2022, said a statement issued by the Finance Ministry after the GST
Council meeting.
B e NN 17/2021 wherein E-commerce platforms ("ECO") Zomato, Swiggy are liable to pay tax on the
nﬁ restaurant services effective 1st January, 2022 the liability to pay taxes on the non- restaurant services as
per this directive still lies with the restaurants themselves.
e Further Circular No. 167/23/2021-GST dated 17.11.2021 issued for clarification regarding modalities of
compliance to the GST laws in respect of supply of restaurant service through ECO.
ECO is now made liable to pay GST on “restaurant services” provided through the e-Commerce platform.
This change is not applicable for restaurant services provided from a premise with declared of Rs. 7,500/-
or above per day.
e Swiggy, Zomato qualifies etc. is qualify as an “e-commerce operator” under Section 2(45) of tariff CGST
Act, 2017.
(2) What is Restaurant and Non-Restaurant Services?
As per NN.11/2017 — CTR, “Restaurant service means supply, by way of or as part
of any service, of goods, being food or any other article for human consumption
or any drink provided by a restaurant, eating joint including mess, canteen,
whether for consumption on or away from the premises where such food or any
other article for human consumption or drink is supplied”. A restaurant is a place
which is in the business of preparing and serving food in the premises or as
takeaway.

An illustration under this category is provided below:
a) Restaurants located in a premise where declared tariff is not exceeding Rs. 7,500 per day and
providing restaurant services.
b) Food and beverage sold as a part of restaurant services and which qualifies as restaurant services.
¢) Cloud kitchens providing restaurant services etc.
d) Stand-alone restaurants which are not ice cream parlors or bakeries.

As per NN. 17/2021, Zomato, Swiggy shall be responsible for charging, collecting and paying GST @ 5% on supply of
“restaurant services” made by such restaurant thru the ECO platform. For Restaurant with No GSTIN, ECO will be
responsible

for charging, collecting, paying GST @5% on total order value. Section 9(5) The Government may, on the
recommendations of the Council, by notification, specify categories of services the tax on intra-State supplies of
which shall be paid by the electronic commerce operator if such services are supplied through it, and all the
provisions of this Act shall apply to such electronic

commerce operator as if he is the supplier liable for paying the tax in relation to the supply of such services.

NN. 17/2021 supply of restaurant service other than the services supplied by restaurant, eating joints etc. located at
specified premises. specified premises means premises providing hotel accommodation service

having declared tariff of any unit of accommodation above seven thousand five hundred rupees per unit per day or
equivalent.

(3) Schedule Il of CGST Act, 2017- Clause 6 —- Composite Supply: - The following composite supplies shall be
treated as a supply of services, namely: —
a) works contract as defined in clause (119 ) of section 2; and
b) supply, by way of or as part of any service or in any other manner whatsoever, of goods, being food or any
other article for human consumption or any drink (other than alcoholic liquor for human consumption),
wheresuch supply or service is for cash, deferred payment or other valuable consideration.
(4) Frequently ask question
1. If you operate or manage E-Commerce Platform, Whether TCS would be
applicable? YES
2. If Suppliers making taxable supplies through E-Commerce Operator, Whether TCS
Would be applicable? YES
3. Suppliers supplies Transportation of Passengers, housekeeping, and hotel
Accommodation services thru ECO, Whether TCS would be applicable? NO
4. Restaurant Service is provided from Specified Premises, Whether ECO would be
liable for charging of tax? NO
5. Restaurant Service is provided from location other than Specified Premises,
Whether ECO would be liable for charging of tax? YES
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If the ECO is located in
taxable territory

Nol

If the ECO does not have
physical presence in the
taxable territory

Nol

If the ECO has neither
the physical presence
nor any representative in
the taxable territory

Person liable to pay tax is
the ECO

Person liable to pay tax
is the person
representing the ECO

Person liable to pay tax
is the person appointed
by the ECO for the
purpose of paying the
tax

]

COMPOSITION LEVY [SECTION 10 OF CGST ACT]

List of Special category states: STNAM?® UK

Composition
g Scheme 1. Sikkim,
| ' 2. Tripura,
[ 1
L L 3. Nagaland,
4. Arunachal Pradesh,
States States .
| 5. Mizoram,
N =1
6. Meghalaya,
- 7. Manipur,and
Special Category Rest of India
excluding including 8. Uttarakhand
- HP, Assam, J&K | | HP,Assam, J&K
A If one unit is Located in Special Category States
Limit— Limit— 3 + . .
Aggregate T/O Aggregate T/0 (STNA.M. PK) & another is located in Normal, then
75 Lakh in 150 Lakh in T/O Limit will be Rs. 75 Lakh
preceding preceding
Financial Year .| Financial Year

\, V)

WHO IS ELIGIBLE FOR COMPOSITION SCHEME?

(1) Manufacturer other than manufacturers of such goods as may be notified by the government
(2) Other Suppliers (Dealers)
(3) Suppliers making supplies referred to in Clause (b) of para 6 of Schedule Il E.g. Restaurant Services

NOTE: COMPOSITION SCHEME TAXPAYERS PERMITTED TO RENDER SERVICES OTHER THAN RESTAURANT
SERVICES UPTO A SPECIFIED LIMIT

Under the erstwhile provisions, only a supplier of restaurant service was eligible for composition scheme. A
person engaged in the supply of any service other than restaurant service was not eligible for composition
scheme.
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However, there are cases where a manufacturer/ trader is also engaged in supply of services other than
restaurant service though the percentage of such supply of services is very small as compared to the supplies
of goods. There may also be cases where a restaurant service provider is also engaged in supplying a small
percentage of other services.

With a view to enable such taxpayers to avail of the benefit of composition scheme, second proviso has been
added to section 10(1) which permits a registered person opting for composition scheme to supply services
[other than restaurant services] of specified value. This specified value is value not exceeding:

(@) 10% of the turnover in a State/Union territory in the preceding financial year; or
(b) Rs. 5 lakh,
whichever is higher.

EXAMPLE:

Rajan has opted for composition scheme in the financial year 2019-2020. His aggregate turnover in FY
2018-19 is Rs. 60 lakh. In FY 2019- 2020, he can supply services [other than restaurant services] upto a
value of not exceeding:

(a) 10% of Rs. 60 lakh, i.e. Rs. 6 lakh

or

(b) Rs. 5 lakh,

whichever is higher. Thus, he can supply services upto a value of Rs. 6 lakh in FY 2019-2020.

NOTE

Eligibility to opt for composition scheme as contained in section 10(2)(a) has also been amended to provide
that the registered person shall be eligible to opt for the composition scheme provided:

() either he is not at all engaged in supply of services other than restaurant services or
(i) in case he supplies services other than restaurant services, value of such services does not exceed 10% of
the turnover in a State/Union Territory in the preceding financial year or Rs. 5 lakh, whichever is higher.

OPTION TO PAY CONCESSIONAL TAX @ 3%

With effect from 01.04.2019, Notification No. 2/2019 CT (R) dated 07.03.2019 has provided an option to a registered
person whose aggregate turnover in the preceding financial year is upto Rs. 50 lakh and who is not eligible to pay tax
under composition scheme, to pay tax @ 3% on first supplies of goods and/or services upto an aggregate turnover of
Rs. 50 lakh made on/after 1st April in any FY, subject to specified conditions. The scheme has been elucidated as
under:

PERSONS NOT ELIGIBLE FOR COMPOSITION SCHEME, BUT ELIGIBLE FOR CONCESSIONAL RATE SCHEME
(SECTION 10(2A)

A registered person whose aggregate turnover in the preceding financial year does not exceed Rs. 50 lakh and:

» who is exclusively engaged in supplying services other than restaurant services, or
» who is engaged in supply of services [other than restaurant services] along with supply of goods and/ or restaurant
services of value exceeding Rs. 5 lakh in current FY.

RATES UNDER COMPOSITION SCHEME & CONCESSIONAL RATE SCHEME

1.1.18 onwards
SG / UT GST
Rate

1.1.18 onwards 1.1.18 onwards
CGST Rate Total Rate

Up to
31.12.2017

Tax Payer

Manufacturer other than

manufacturers of such 2% 0.50% of 0.50% of 1% of
goods as may be notified ? Aggregate T/O | Aggregate T/O Aggregate T/O
by the government
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050%0f | o ook o Taxable | Sumplioe of
. o .50% of Taxable upplies o
2. Other Suppliers (Dealers) 1% Taxab.le Supplies Goods & Services
Supplies
Suppliers making
supplies referred to in
Clause (b) of para 6 of
Schedule Il
o | ZEIASE | LEGECIES 5 2.50% of 2.50% of 5% of
* | Catering, Mess or any ° Aggregate T/O | Aggregate T/O Aggregate T/O
other service contract

where goods as food or
drink is supplied for
human consumption

et

e /o

hasreame /0

than Restaurant Services)

INTEREST INCOME TO BE EXCLUDED WHILE COMPUTING AGGREGATE TURNOVER FOR
DETERMINING ELIGIBILITY FOR COMPOSITION SCHEME

The value of supply of exempt services by way of extending deposits, loans or advances in so far as the

consideration is represented by way of interest or discount, shall not be taken into account

- a registered person opting for composition scheme may supply services [other than restaurant services] of
value not exceeding 10% of the turnover in the preceding financial year in a State/Union territory or Rs. 5
lakh, whichever is higher. Thus, while computing value of services [other than restaurant services] as referred
in second proviso to section 10(1), interest on loans/deposit/advances will not be taken into account.

- in computing aggregate turnover in order to determine eligibility for composition scheme.

MEANING OF AGGREGATE TURNOVER
Aggregate turnover in a state / UT includes: -
a) All Taxable Supplies (excluding RCM i.e. Goods Purchased from URD)
b) Exempt Supplies or Nil Rate Supply (except Interest on loans or deposits)
c) Export of Goods / Services
d) Inter State Supply

Aggregate turnover in a state / UT Excludes: -
a) CGST/ SGST/ UTGST/ IGST/ Cess
b) Value of inward supplies on which tax is payable under reverse charge.
¢) Value of supplies from the first day of April of a FY up to the date when such person becomes liable for
registration under this Act
d) Value of exempt supply of services provided by way ofextending deposits, loans or advances in so far as the
consideration is represented by way of interest or discount

Example 1 : A photographer ‘Champak’ has commenced providing photography services in Delhi from April this
year. His turnoverfor various quarters till December is as follows

April-June " 20 lakh
July-Sept " 30 lakh
Oct-Dec " 20 lakh

In the given case, since Champak has started the supply of services in the current financial year, his aggregate
turnover in the preceding FY is Nil. Consequently, in the current FY, he is eligible for composition scheme for services.
He becomes eligible for the registration when his aggregate turnover exceeds * 20 lakh.
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While registering under GST, he opts for composition scheme for services.

For determining his turnover of the State for payment of tax under composition scheme for services, turnover of
April-June quarter [ 20 lakh] shall be excluded as the value of supplies from the first day of April of a financial year

up to the date when such person becomes liable for registration under this Act are to be excluded for this
purpose.

On next * 30 lakh [turnover of July-Sept quarter], he shall pay tax @ 6% [3%CGST and 3% SGST], t.e. CGST °
90,000 and SGST " 90,000.

By the end of July-Sept quarter, his aggregate turnover reaches " 50 lakh*.

Consequently, his option to avail composition scheme for services shall lapse by the end of July-Sept quarter

and thereafter, he is required topay tax at the normal rate of 18%. Thus, the tax payable for Oct-Dec quarter
is ~ 20 lakh x 18%, i.e. * 3,60,000.

*while computing aggregate turnover for determining Champak's eligibility to pay tax under composition scheme,
value of supplies from the first day of April of a financial year up to the date when such person becomes liable
for registration under this Act (Le. turnover of April-June quarter), are included.

WHO CANNOT OPT FOR COMPOSITION SCHEME / CONCESSIONAL RATE SCHEME (CRS)

a) A service provider (except Restaurant Services & a Registered person whose Value of Service < 10% of the
Turnover in a state / UT in Preceding F.Y. OR Rs. 5 Lakh, whichever is Higher) [This point is only applicable for
Composition Scheme]

b) Person making non-taxable supplies (Alcohol, Petrol & Supplies under Schedule IlI)

c) Person making inter-state supply of goods. [In case of CRS Inter State Supply of Goods / Services]

d) An electronic commerce operator responsible for collecting tax at source and

e) Manufacturer of notified goods.

f) Non-resident Taxable Person or Casual Taxable Person

GOODS NOTIFIED -

1) Ice cream and other edible ice, whether or not containing cocoa.
2) Pan Masala

3) Tobacco and manufactured tobacco substitutes
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NOTE (ONLY FOR CONCESSIONAL RATE SCHEME):
The CGST Rules, as applicable to a person paying tax under composition scheme shall, mutatis mutandis, apply to

a person paying tax under this notification, except to the extent specified below:

() the option of payment of tax by availing the benefit of this notification in respect of any place of business in
any State/UT shall be deemed to be applicable in respect of all other places of business registered on the
same PAN.

(i) the option to pay tax by availing the benefit of this notification would be effective from the beginning of the
FY or from the date of registration in cases where new registration has been obtained during the FY.

First supplies of goods or services or both shall, for the purposes of determining eligibility of a person to
pay tax under this notification, include the supplies from 1st April of a FY to the date from which he
becomes liable for registration under the said Act but for the purpose of determination of tax payable
under this notification shall not include the supplies from the first day of April of a financial year to the
date from which he becomes liable for registration under the Act.

SOMETHING TO KNOW....

The option availed by a registered person u/s 10 shall lapse with effect from the day on which Aggregate
T/0 during Financial year exceeds limits specified.

Composition scheme to be adopted uniformly by all the registered persons having the same PAN

A person availing composition scheme during a financial year crosses the turnover of Rs. 1.5 Cr on 19th
January. The option availed shall lapse from the day on which aggregate turnover during financial year
exceeds Rs. 1.5 Cr i.e. 19th January in this case.

Composition Scheme v Composition Scheme X
| ]

NOT ALLOWED

A taxable person who is covered u/s 10 / Concessional Rate Scheme shall neither collect any tax from the
recipient on supplies made by him nor shall he be entitled to any credit of input tax.

There is no restriction on Composition Supplier to procure goods from Inter-State Supplier.

A dealer 'R’ has two offices in Delhi and is eligible for composition levy. If ‘R’ opts for the composition
scheme, both the offices would pay taxes under composition scheme and abide by all the conditions as
may be prescribed for the composition scheme.

EXAMPLE 1:
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EXPLAINING THE COMPUTATION OF AMOUNT PAYABLE UNDER COMPOSITION LEVY BY
THE PERSON ELIGIBLE FOR SUCH SCHEME

Taxpayer ‘A’ is a manufacturer having one unit — Al in UP and another unit — A2 in MP. Total turnover of two
units in last FY was Rs. 55 lakh (Rs. 25 lakh + Rs. 30 lakh). Total turnover of two units in the second quarter of this
financial year was Rs. 15 lakh (Rs. 5 lakh + Rs. 10 lakh).

Unit Location Turnover in Previous FY Turnover in 2" Quarter of this FY  Total Tax (@ 1%)

A1 .P. Rs. 25 Lakhs Rs. 5 Lakhs Rs. 5,000

Rs. 10 Lakhs

A2 .P. Rs. 30 Lakhs Rs. 10,000

Aggregate Rs. 55 Lakhs Rs. 15 Lakhs Rs. 15,000

Turnover

EXAMPLE 2:

A Ltd. is a manufacturing concern in Pune. In Financial Year 2018-19 total value of supplies including inward supplies
taxed under reverse charge basis are X 1,02,60,000. The break up of supplies are as follows:

Particulars X
(1) Intra State Supplies made under forward charge 50,00,000
(2) Intra State Supplies made which are chargeable to GST at Nil rate 20,00,000
(3) Intra State Supplies which are wholly exempt under section 11 of GST Act, 2017 30,00,000
(4) Value of inward supplies on which tax payable under RCM 2,60,000

Briefly explain whether A Ltd. is eligible to opt for Composition Scheme in Financial Year 2019-20.
Solution:

Computation of Aggregate Turnover

Particulars X
(1) Supplies made under forward charge 50,00,000
(2) Supplies made which are chargeable to GST at Nil rate (covered under exempt
supply) 20,00,000
(3) Supplies which are wholly exempt under section 11 of CGST Act, 2017 30,00,000
(4)  Value of inward supplies on which tax payable under RCM (specifically excluded) Nil

Total | 1,00,00,000

Since, aggregate turnover does not exceed X 1,50,00,000 during the Financial Year 2018-19. So, A Ltd. is entitled
for Composition Scheme for Financial Year 2019-20.

EXAMPLE 3:
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Z Ltd. a manufacturing unit in Rajasthan has opted for composition scheme furnishes you with the following
information for Financial Year 2018-19. It requires you to determine its composition tax liability and total tax
liability. In Financial Year 2018-19 total value of supplies including inward supplies taxed under reverse charge basis
are X87,40,000. The break up of supplies are as follows:

Particulars X
(1) Intra State Supplies of Goods X chargeable @ 5% GST 30,00,000
(2) Intra State Supplies made which are chargeable to GST at Nil rate 18,00,000
(3) Intra State Supplies which are wholly exempt under section 11 of CGST Act, 2017 2,40,000
(4)  Value of inward supplies on which tax payable under RCM (GST Rate 5%) 7,00,000
(5) Intra State Supplies of Goods Y chargeable @ 18% GST 30,00,000

Solution:
The composite tax liability of A Ltd. shall be as under:

(1) Computation of Aggregate Turnover and Composite Tax
Particulars X
(1) Supplies made under forward charge 30,00,000
(2)  Supplies made which are chargeable to GST at Nil rate 18,00,000
(3) Supplies which are wholly exempt under section 11 of CGST Act, 2017 2,40,000
(4) Value of inward supplies on which tax payable under RCM (GST Rate 5%) (not to be
included) Nil
(5) Intra State Supplies of Goods Y chargeable @ 18% GST 30,00,000
Aggregate turnover 80,40,000
Rate of Composite Tax 1%
Total Composite Tax 80,400
(2) Tax payable under reverse charge basis
Particulars X
Value of inward supplies on which tax payable under RCM 7,00,000
Rate of GST 5%
Tax payable under RCM 35,000
Total tax liability 1,15,400
EXAMPLE 4:

Mr. Ram runs a restaurant and he has effected intra-state supply of Rs. 75,00,000 and had provided exempt services
of Rs. 5,00,000 and also earned interest income of Rs. 2 lakhs. Determine whether it is eligible to opt for
composition scheme and also compute its tax liability. General rate of tax on services is 18%.
Solution:
If a person supplies goods and/or services referred to in clause (b) of paragraph 6 of Schedule Il of the said Act (i.e.
restaurant services) and also supplies any exempt services including services by way of extending deposits or
advances in so far as the consideration is represented by way of interest or discount, the said person shall be
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eligible for the composition scheme under Section 10 subject to fulfilment of all other conditions specified
therein.

In computing his aggregate turnover in order to determine his eligibility for composition scheme, value of supply of
any exempt services including services by way of extending loans, deposits or advances in so far as the
consideration is represented by way of interest or discount, shall not be taken into account.

In view of the above order, Mr. Ram is eligible to opt for composition scheme. Its composite tax liability will be
5% of Rs. 75,00,000 = Rs. 3,75,000
No composition tax will be livied on exempt services and interest income.

EXAMPLE 5:

A & Co. a trading concern, has opted for composition scheme in FY 2018-19. It furnishes you with the following
details of supplies made for the quarter ending 30" September, 2018. You are required to determine composition

tax liability.:
Particulars X
(1) Intra-State Taxable Supply 3,00,000
(2) Intra-State Exempt Supply 2,00,000
Solution:

A & Co. will be liable to pay tax @ 1% of the turnover of taxable supplies of goods in the State. Thus, the
composite tax liability will be:

CGST = 0.5% of Rs. 3L = Rs. 1,500

SGST = 0.5% of Rs. 3L =Rs. 1,500

The value of exempt supply shall not be included for computation of GST liability of a trader.
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v

Conditions

A4

ggregate Turnov
AT) £ Rs. 150 lakh

uring the FY. In Special
Category States, AT <
Rs. 75 lakh [except HP,

Assam & J&K (< Rs. 150

N )

Tax is not collected from
recipient of supply

)

availed

N )

Composition  Scheme if
availed shall include all
registered persons having
ame PAN

Input tax credit is notJ

Non-eligible Supplies

—

A4

Supplier of services other
than supplier of food
articles

—

\ 4
Supplier of goods which
are not taxable under the
CGST Act/SGST Act/UTGST
Act

—

Supplier of inter-State

outward supplies of goods

/
Person supplying goods
through  an  electronic

commerce operator

Manufacturer of certain
goods as may be notified

v

4 )
RULE 5:
Conditions and
\'4
4 N\

He is neither a casual taxable
person nor a nonresident

\_ taxable person )

He is not engaged in
manufacturer of notified
goods

~

Words “Composition taxable
person, not eligible to collect

tax on supplies” is
mentioned at the top of the
bill of supply J

v

Words “composition taxable
person” displayed at
prominent places

J
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COMPOSITION RULE

RULE 3(1 RULE 3(2

Before 1.7.17
Unregistered under VAT, ST,
etc.

Before 1.7.17
Assessee was registered under
VAT, ST, etc.

A 4

A\ 4

But now opts to pay tax under But now opts to pay tax under

Composition Scheme

Composition Scheme

CONDI T IONS At the time of Registration, Assessee can
1. Assessee will electronically file opt for Composition Scheme.
an intimation in FORM GST Any person who applies for registration
CMP-01

st

2. Prior to 1 July, 2017 but later

than 30 days from the said date.
+

Extended Period by the Commissioner
st

NOTE: If intimation filed after 1 July

2017, Registered person shall not

collect any tax from the 1" July till
the date of filing of intimation

NOTE - Rule 3(4): Assessee shall furnish
the details of stock, including the
inward supply of goods received from
unregistered persons, held by him on
the day preceding the date from which
he opts to pay tax under the said

section in FORM Gsmthin a
period of rom the date

on which the option for composition
levy is exercised +

Extension by Commissioner.

under Rule 8(1) may give an option to
pay tax under composition scheme in

Part B of FORM GST REG-01

RULE 3(3): FILING OF INTIMATION BEFORE THE BEGINNING OF FINANCIAL YEAR

Any registered person who opts to pay tax under Section 10 sha
02, duly signed or verified through EVC, on the cofig

clectronically file an intimation in FORM GST CMP-

on portdl, either directly or through a Facilitation Centre
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notified by the Commissioner, prior to the commencement of the Financial Year for which the option to pay tax under
the aforesaid section is exercised.

As per RULE 3A, he shall furnish the ITC Declaration in FORM GST CMP-03 in accordance with the provisions of Rule
44(4) within a period of [FENRENE from the commencement of relevant Financial Year.

RULE 3(5): ONE INTIMATION APPLICABLE FOR ALL PLACES IN CASE OF SAME PAN

Any intimation under Rule 3(1) or Rule 3(3) or 3(3A) in respect of any place of business in any State or Union Territory
shall be deemed to be an intimation in respect of all other places of business registered on the same Permanent
Account Number.

RULE 4: EFFECTIVE DATE FOR COMPOSITION LEVY

The option to pay tax u/s 10 shall be effective from —

The beginning of the financial year, where intimation is filed u/r 3(3)
The appointed date where intimation is filed under Rule 3(1)

RULE 6: PROVISIONS REGARDING VALIDITY OF COMPOSITION SCHEME

RULE 6(1) OPTION VALID - TILL SATISFACTION OF CONDITIONS: The option exercised shall remain valid so long
as he satisfies all the conditions.

RULE 6(2): MANDATORY CESSATION OF COMPOSITION LEVY ON VIOLATION OF CONDITIONS: The person
referred to in Rule 6(1) shall be liable to pay tax under section 9(1) from the day he ceases to satisfy any of
the conditions and shall issue tax invoice for every taxable supply and he shall also file intimation for
withdrawal from the scheme in FORM GST CMP-04 within 7 Days of occurrence of such event.

RULE 6(3): APPLICATION FOR WITHDRAWAL FROM SCHEME: The registered person who intends to withdraw
from the composition scheme shall file an application in FORM GST CMP-04

RULE 6(4): SCN FOR CESSATION OF OPTION ON VIOLATION OF CONDITIONS: Where the proper officer has
reasons to believe that the registered person was not eligible to pay tax under section 10 or has contravened the
provisions of the Act, he may issue a notice to such person in FORM GST CMP-05 to show cause within 15 days of
the receipt of such notice as to why the option to pay tax under Section 10 shall not be denied.

RULE 6(5): REPLY TO SCN: Upon receipt of the reply to the show cause notice issued under Rule 6(4) from the
registered person in FORM GST CMP-06, the proper officer shall issue an order in FORM GST CMP-07 within a
period of 30 days of the receipt of such 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 be.

RULE 6(6): DETAILS OF STOCK TO BE FURNISHED ON OPTING OUT OF SUCH SCHEME: Every person may furnish a
statement in FORM GST ITC-01 containing details of 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 or denied, within a period of 30 days
from 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.

SOMETHING TO KNOW :

Article 265 of the constitution provides that no tax shall be leavied or collected except by the authority of law.
Maximum rate prescribed under CGST/SGST/UTGST Act is 20% and under IGST Act is 40%.

Central Government as per recommendation of GST council will notify the rate of tax to be leavied under CGST
Act.

< In case of lottery procured from state government by a lottery distributor, GST is payable by lottery distributor.
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AMENDMENT IN GST IN REAL ESTATE SECTOR:

Earlier, the effective rate of GST on real estate sector was 8%/12% with ITC. With effect from 01.04.2019, the effective
rates of GST for the new projects have been brought down to a large extent.

However, the promoters/builders have been given a one-time option to continue to pay tax at the old rates on
ongoing projects (buildings where construction and actual booking both have started before 01.04.2019) which have
not been completed by 31.03.2019.

New effective rates of GST for the new projects by promoters are as follows:

) New rate of 1% without ITC on construction of affordable houses (area 60 sgm in metros/ 90 sgm in
non-metros and value upto Rs. 45 lakh).
(i0) New rate of 5% without ITC shall be applicable on construction of:

a. all houses other than affordable houses, and
b. commercial apartments such as shops, offices etc. in a residential real estate project (RREP) in which
the carpet area of commercial apartments is not more than 15% of total carpet area of all apartments.

CONDITIONS:
Above tax rates shall be available subject to following conditions:

(@) Input tax credit shall not be available.

(b) 80% of inputs and input services [other than services by way of grant of development rights, long term lease of
land (against upfront payment in the form of premium, salami, development charges etc.) or FSI (including
additional FSI), electricity, high speed diesel, motor spirit, natural gas], used in supplying the service shall be
purchased from registered persons

However, if value of inputs and input services purchased from registered supplier is less than 80%, promoter has
to pay GST on reverse charge basis, under section 9(4) of the CGST Act, at the rate of 18% on all such inward
supplies** (to the extent short of 80% of the inward supplies from registered supplier).

Further, where cement is received from an unregistered person, the promoter shall pay tax on supply of such
cement on reverse charge basis, under section 9(4) of the CGST Act, at the applicable rate which is 28% (CGST
14% + SGST 14%) at present. Moreover, GST on capital goods shall be paid by the promoter on reverse charge
basis, under section 9(4) of the CGST Act at the applicable rates.

[Notification No. 07/2019 CT (R) dated 29.03.2019/ Notification No. 07/2019 IT (R) dated 29.03.2019]
Supply of TDR, FSI, long term lease (premium) of land by a landowner to a developer exempt from GST.

Supply of TDR, FSI, long term lease (premium) of land by a landowner to a developer have been exempted subject to
the condition that the constructed flats are sold before issuance of completion certificate and tax is paid on them.

Exemption of TDR, FSI, long term lease (premium) shall be withdrawn in case of flats sold after issue of completion
certificate, but such withdrawal shall be limited to 1% of value in case of affordable houses and 5% of value in case of
other than affordable houses. This will achieve a fair degree of taxation parity between under construction and ready
to move property.

The liability to pay tax on TDR, FSI, long term lease (premium) has been shifted from land owner to builder under the
reverse charge mechanism (RCM) — as discussed in detail in point 2.(b)(4)/(5) above.
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SOME CLARIFICATIONS ISSUED BY ICAI FOR MAY/ NOV 2020

1. Composition Scheme u/s 10 of CGST Act, 2017

' w ‘

2. Service provided by Airport Operator

Manufacturer of aerated water & Supplier of
aerated water can’t opt to pay tax under
composition levy and not eligible to pay
concession tax under NN 2/2019 respectively.

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

2. The collection charges paid by airport operator to airlines are a consideration for the services
provided by the airlines to the airport operator 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.

bt 2. Passengers Services Fee

)AK [PSF] Or User Development

i faee T |e——ree [UDF] Rs. 100/-

AIRPORTS AUTHORITY OF INDIA

Airport Licensee Or

) ] 3. Pay Rs. 5 Collection Airlines
AI:‘p::'I’t gu:-\h.orltytof Charges for Collection of
ndia Or Airpor PSF/UDF
Operator
Provide
1. Fare + PSF/ UDF
Infrastructure

(19900 + 100)

and Facilitation H

Embanking Passenger
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Analysis
Airport Operator will be liable for payment of Tax on Rs. 100/-
Airlines will be liable for payment of Tax on Rs. 5/-

For Valuation Purpose:-
Air Lines ( Pure agent of the passengers) should separately indicate actual amount of PSF/UDF
& GST payable on such PSF & UDF by the airport licensee in the invoice issued by the airlines

to passengers

Airlines shall not take ITC of GST payable or Paid on PSF & UDF
Airlines would recover the actual PSF/UDF + GST from passengers
The registered passengers , may take ITC of GST paid on PSF & UDF on the basis of Pure
agents’ invoice issued by the airline to them

SOME EXAM ORIENTED MCQ's

1. A taxable person has made following supplies in January, 2018 - Sales within the State - Rs.
2,00,000. Exports out of India- Rs. 60,000. Supplies to SEZ located within the State - Rs. 40,000. He
does not intend to clear goods under Letter of Undertaking (LUT) or bond. The input tax credit
available to him during January, 2018 - IGST - Nil. CGST - Rs. 10,000. SGST - Rs. 20,000. There is
no opening balance in his electronic cash ledger or electronic credit ledger. Tax rates are - SGST -
9%, CGST - 9%, IGST - 18%. How much amount is payable by him in cash?

(a) CGST — Rs. 8,000 SGST — Nil

(b) CGST - Rs. 11,600 SGST - Rs. 1,600

(c) CGST — Rs. 8,000, SGST — Nil, IGST - Rs. 5,200

(d) CGST - Rs. 8,000 SGST - Nil, IGST - Rs. 16,000

2. Grand Foods is engaged in supplying restaurant service in Delhi. In the preceding financial year, it
has an aggregate turnover of Rs. 90 lakh from restaurant service and * 10 lakh from supply of farm
labour and has earned a bank interest of Rs. 10 lakh. Which of the following statements are true in
the given case?

(1) Aggregate turnover of Grand Foods, for determining eligibility for composition scheme, in
the preceding FY is Rs. 90 lakh.

(2) Aggregate turnover of Grand Foods, for determining eligibility for composition scheme, in
the preceding FY is Rs. 100 lakh.

(3) Aggregate turnover of Grand Foods, for determining eligibility for composition scheme, in
the preceding FY is Rs. 110 lakh.

(4) Supply of farm labour and supply of service of extending loans/deposits does not make
Grand Foods ineligible for composition scheme.

(5) Supply of services other than restaurant service - supply of farm labour and supply of
service of extending loans/deposits - by Grand Foods makes it ineligible for composition
scheme.

(a) (1) and (4)
(b) (2) and (4)
(9 (1) and (5)
(d) (3) and (5)
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3. Which of the following persons can opt for the composition scheme?

1) Registered person whose aggregate turnover in the preceding financial year did not exceed
Rs. 75 lakh.

2) Registered person whose aggregate turnover in the preceding financial year did not exceed
Rs. 1 crore.

3) A person engaged in manufacture of Pan Masala, Tobacco and manufactured tobacco
substitutes

4) A person engaged in the manufacture of Ice Cream, other edible ice, whether or not
containing Cocoa.

5) A person engaged exclusively in the providing restaurant service. 6) A person engaged
exclusively in supply of medicines.

Which of the above are correct:-
(@) 1,235

(b) 1,2,5,6

() 2,345

(d) 3,4,5,6

4. Which of the following statements is not correct for a tax payer who has opted for composition
scheme?

(@) A registered person supplying goods under the composition scheme shall issue a bill of supply.

(b) Last date for payment of liability towards tax, interest, penalty, fee or any other sum is 20th
day of each month.

() A composition dealer shall mention the words "Composition taxable person, not eligible to collect
tax on supplies” at the top of the bill of supply issued by him.

(d) Last date for payment of liability towards tax, interest, penalty, fee or any other sum is 18th day of
the month following each quarter.

5. Mr. Fardeen Khan, is the owner of a proprietorship firm (located in the State of Jammu and
Kashmir), which is engaged in trading of ice-cream (not containing cocoa) and supplies the same
locally within the same State itself. The turnover details of his firm are as under:

« For the period April, 2016 to March, 2017: Rs. 80,00,000/-
« For the period April, 2017 to June, 2017: Rs. 25,00,000/ -
« For the period July, 2017 to March, 2018: Rs.75,00,000/-

He wants to opt for Composition Scheme. State the composition turnover limit for the State of
Jammu and Kashmir and whether he is eligible to opt for Composition Scheme or not.

a) Rs. 75,00,000/-: Yes
b) Rs. 75,00,000/-: No
c) Rs. 1,00,00,000/-: Yes
d) Rs. 80,00,000/-: Yes
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6. Which of the following legal services does not fall under RCM provisions as contained under
section 9(3) of the CGST Act-

(a) Representation services provided by an individual advocate
(b) Representation services provided by a senior advocate
(c) Representation services provided by a firm of advocates

(d) Legal services provided by an advocate to an unregistered individual

7. Which of the following legal services does not fall under reverse charge mechanism provisions as
contained under section 9(3) of the CGST Act, 2017-

(a) Representation services provided by an individual advocate
(b) Representation services provided by a senior advocate
(c) Representation services provided by a firm of advocates

(d) Legal services provided by an advocate to an unregistered individual
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LIST OF SERVICES

P
EXEMPT oo 222

CHAPTER OUTLINES

< Specific service exempt from CGST/IGST.

< Some other Exemption notifications.
< Service specifically Exempt from IGST.
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INTRODUCTION

When a supply of goods and/or services falls within the purview of charging section, such supply is chargeable to GST.
However, for determining the liability to pay the tax, one needs to further check whether such supply of goods and/or
services are exempt from tax.

Exempt supply has been defined as supply of any goods or services or both which attracts nil rate of tax or which may
be wholly exempt from tax and includes nontaxable supply [Section 2(47) of the CGST Act, 2017]. Non-taxable supply
means a supply of goods or services or both which is not leviable to tax under CGST Act or under the IGST Act [Section
2(78) of the CGST Act, 2017].

Power to grant exemption from GST has been granted vide section 11 of the CGST Act and vide section 6 of the IGST
Act. State GST laws also contain identical provisions granting power to exempt SGST.

EXEMPTION FROM PAYMENT OF TAX:

The Government is empowered to grant exemption from tax, if it is necessary in public interest so to do, on
recommendation of the GST council, by way of issuance of-

I. NOTIFICATION

The Government may

generally exempt

supply of goods on recommendation
and/or services of of the GST council
any specified

description

BY NOTIFICATION

either absolutely or
subject to such
wholly/partly conditions as may be
specified in the
notification

with effect from
such date as may
be specified in
such notification.

Il. SPECIAL ORDER

The  Government

may exempt any on
goods and/or BY SPECIAL recommendati
services on which ORDER on of the GST
tax is leviable from Council
payment of tax

under
circumstances of an
exceptional nature
to be stated in such
order

in the public
interest.
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NO NEED TO PAY TAX ON GOODS AND/OR SERVICES ON WHICH ABSOLUTE EXEMPTION GRANTED:

Where an exemption in respect of goods and/or services has been granted absolutely, the registered person supplying
such goods and/or services shall not collect tax on such goods and/or services, in excess of the effective rate.

GOODS EXEMPT FROM TAX

A list of items have been notified under section 11(1) of the CGST Act, 2017/ section
6(1) of the IGST Act, 2017. These items have been exempted from whole of the tax.
Since GST is a tax for common man, everyday items used by the common man have

been included in the list of exempted items. *95“‘;'9“:;‘:‘5":“""**39:""‘;‘“
Items such as unbranded atta/maida/besan, unpacked food grains, milk, eggs, curd, :::a::edfo;dg:;fnfga’m;;npt
lassi and fresh vegetables are among the items exempted from GST. from GST

Some of the examples of the goods exempted from tax have been provided herein1: (Students may go through the
complete list of goods exempt from GST on CBIC website — www.cbic.gov.in, for knowledge purposes.)

Live fish (0301) Fresh Milk (0401) Potatoes (0701)

Grapes (0806) indianNational Plastic Bangles (3926)
Flag (63)

SPECIFIC SERVICES EXEMPT FROM CGST / IGST

1. EXEMPTIONS FOR CHARITABLE ACTIVITIES i L FE Rl
The services by - ] q,!Mwm:MZNHAmANFOOD 3
(a) An entity registered under section 12AA/12AB of the Income Tax Act, :
1961 (b) by way of charitable activities, are exempt "'““

Charitable activities: means activities relating to -
() public health by way of,-
(A) care or counseling of
a) terminally ill persons or persons with severe physical or mentaldisapility;
b) persons afflicted with HIV or AIDS;
¢) persons addicted to a dependence-forming substance such as narcotics drugs or alcohol; or
(B) public awareness of preventive health, family planning or prevention of HIV infection;
(i) advancement of religion, spirituality or yoga;
(i) advancement of educational programmes or skill development relating to,-
(A) abandoned, orphaned or homeless children;
(B) physically or mentally abused and traumatized persons;
(C) prisoners; or



http://www.cbic.gov.in/
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(D) persons over the age of 65 years residing in a rural area;
(iv) preservation of environment including watershed, forests and wildlife;

SP = Trust
.Preservat.ion of ) Public Advancement of Advancement of education
environment including Health Religion or Yoga or skill development
watershed, forests and |
wildlife l—‘—\ l I T ]
Care & Public Orphaned Physically & Prisoners Old age person
Counselling Awareness Mentally in rural area
PHD H2P Disabled Age > 65
- Physically / - Health
Mentally disabled - Family Planning
= HIV or AIDS - Prevention of HIV
> Narcotic Drugs & infection
Alcohol

NOTE: MANAGEMENT OF EDUCATIONAL INSTITUTIONS BY CHARITABLE TRUSTS

Activities of schools, colleges or any other educational institutions run by charitable trusts by way of education or skill
development of abandoned, orphans, homeless children, physically or mentally abused persons, prisoners or persons
over age of 65 years or above residing in a rural area, will be considered as charitable activities and income from such
supplies will be wholly exempt from GST.

EXAMPLE:

Divyajyoti Foundation, a charitable trust registered under section 12AA of the Income-tax Act, 1962, has
organized a ‘Meditation Camp’ for the old age people. GST is exempt on the same as services provided by entity
registered under section 12AA of the Income-tax Act, 1961 by way of advancement of religion, spirituality or
yoga are exempt.

2. SERVICES BY WAY OF TRANSFER OF GOING CONCERN

Services by way of transfer of a going concern, as a whole or an independent part thereof;

Transfer after shutdown GST /
DO YOU KNOW:
Transfer of a going concern means transfer of a running business which is capable of being carried on by the
purchase as an independent business.
Such sale of business as a whole will comprise comprehensive sale of immovable property, goods and transfer
of unexecuted orders, employees, goodwill, etc.

3. PURE SERVICE TO GOVERNMENT
Pure Services (excluding works contract service or other composite supply involving supply of any goods) provided
to the Central Government, State Government or Union Territory or Local Authority or a Governmental authority,
Government Entity by way of -

1. In relation to any function entrusted to a Panchayat under article 243G of the Constitution
2. In relation to any function entrusted to a Municipality under article 243W of the Constitution

MEANING OF LOCAL AUTHORITY
Local authority is defined in section 2(69) of the CGST Act, 2017 and means the following:
a "Panchayat
a "Municipality”
a Municipal Committee, a Zilla Parishad, a District Board,
a Cantonment Board
a Regional Council or a District Council
a Development Board constituted under article 371 of the Constitution; or
a Regional Council constituted under article 371A of the Constitution.
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3A. COMPOSTIE SUPPLY OF GOODS AND SERVICES TO GOVERNMENT / LA / GA / GE

23} Composite Supply of goods and services in relation to any
= function entrusted to a Panchayat under article 243G of the
Constitution or to a Municipality under Article 243W of the
Constitution

CONDITION:
Value of Supply of Goods £ 25%

SUPPLIER RECIPIENT

4. SERVICE BY ANY GA IN RELATION TO MUNICIPALITY FUNCTIONS

Services by a governmental authority by way of any activity in relation to any function entrusted to a Municipality
under article 243W of the Constitution.

EXAMPLE FOR SR. NO. 3 & 4
SR.NO. 3
CONTRACTOR _ SERVICE | GOVERNMENT —> PANCHAYAT / MUNCIPALITY FUNCTIONS

SR. NO.4 | IUnderarticle 243w|

GOVERNMENT —ERYIE | bUBLIC > MUNCIPALITY FUNCTIONS

5. SERVICES BY GOVERNMENTAL AUTHORITY IN RELATION TO PANCHAYAT FUNCTIONS
Services by a governmental authority by way of any activity in relation to any function entrusted to a Panchayat
under article 243G of the Constitution.

Governmental
Authority

Service Provider

6. SOVEREIGN SERVICES PROVIDED BY GOVERNMENT OR LOCAL AUTHORITY




INDIRECT TAXATION LAW [VOLUME - 1]: PART | - GOODS & SERVICE TAX ACT

Services by Government or Local Authority excluding the following services to the extent they are not covered
elsewhere i.e. following services are taxable as it is excluded from the exemption list.

Key PAT BE

1) Services by Department of Post by way of speed post, express parcel post, life _mg@
insurance and agency services provided to a person other than government. |

2) Services in relation to an Aircraft or a vessel, inside or outside the
precincts of a port or an airport

3) Transport of goods or passengers; or

4) Any service other than above mentioned services provided to Business Entities RELIANCe

Services provided by postal Department ‘

Speed Post, Express Parcel, OTHERS
Life Insurance Agency Basic mail service eg. Post Card, Inland
Service Letter, Book Post, Money Order, Operation
of Saving A/c, Postal Order Registered
Post, etc.
‘ Govt ‘ \ Non-Govt \ Local //\
Authortly Govt 'Non-Govt
Not Liable || Liable to Liable to O
to GST GST GST Not Liable Not Liable to
GST (as not
to GST .
covered in
Exclusion Part
of Exemption
List)

NOTE:

(1) The Department of Posts also provides services like distribution of mutual funds, bonds, passport
applications, collection of telephone and electricity bills on commission basis. These services are
in the nature of intermediary and generally called agency services.

(2) General Insurance policies provided by a State Government:

Services provided by State Government by way of general insurance (managed by government) to
employees of the State government/Police personnel, employees of Electricity Department or
students of colleges/private schools etc. wherein the total premium for insurance policy is paid by
employees, students etc. are exempt vide entry 6 of the Notification which exempts services by
Central Government, State Government, Union territory or local authority to individuals.

EXAMPLE 1:
Vasai Post office provided the following services to persons other than Government during the month ending
31-03-2018, all charges are exclusive of GST:

Service rendered Amount
1. Basic mail service 2,00,000
2. Transfer of money through money orders 6,00,000
3. Operation of saving accounts 1,75,000
4. Rural postal life insurance services 2,00,000
5. Distribution of manual funds, bonds and passport applications 5,00,000
6. Issuance of postal orders 3,00,000
7. Collection telephone and electricity bills 1,00,000
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8. Pension payment services 50,000
9. Speed post service 5,00,000
10. | Express parcel post service 2,00,000

Compute the value of taxable supply of the month ending 31-03-2018.

SOLUTION: Computation of value of taxable supply:

Particular Rs.
1. Basic mail service [Exempt since covered in Entry 6 of Exemption Notification No. Nil
12/2017-] CT (Rate)]
2. Transfer of money through money orders [Exempt since covered in Entry 6 of Nil
Exemption Notification No. 12/2017-] CT (Rate)]
3. Operation of saving accounts [Exempt since covered in Entry 6 of Exemption Nil
Notification No. 12/2017-] CT (Rate)]
4. Rural postal life insurance service (Liable to GST) 2,00,000
5. Distribution of mutual funds, bonds and passport applications (Liable to GST) 5,00,000
6. Issuance of postal orders [Exempt since covered in Entry 6 of Exemption Notification Nil
No. 12/2017-] CT (Rate)]
7. Collection of telephone and electricity bills (Liable to GST) 1,00,000
8. Pension payment service [Exempt since covered in Entry 6 of Exemption Notification Nil
No. 12/2017-] CT (Rate)]
L Speed post service (Liable to GST) 5,00,000
10. | Express parcel post services (Liable to GST) 2,00,000
Value of taxable supply 15,00,000
EXAMPLE 2:

The Karnataka Cricket Association, Bangalore requests the Commissioner of Police, Bangalore to provide
security in and around the Cricket Stadium for the purpose of conducting the cricket match. The Commissioner
of Police arranges the required security for a consideration. In this case, services of providing security by police
personnel are not exempt. As the services are provided b Government, Karnataka Cricket Association is liable
to pay tax on the amount of the consideration paid under reverse charge mechanism.

7. SERVICES PROVIDED BY GOVERNMENT OR A LOCAL AUTHORITY TO A BUSINESS ENTITY
Services provided by Central Government, State Government, Union Territory or a local authority to a business
entity if its aggregate turnover in preceding FY does not exceed such amount in the preceding financial year as makes it
eligible for exemption from registration under CGST Act 2017

For the purpose of this Sr. No., it is hereby clarified that the provisions of this Sr. No. shall not be applicable

to following services:(PAT)

1) Services by Department of Post by way of speed post, express parcel post, life insurance and agency services
provided to a person other than government.

2) Services in relation to an Aircraft or a vessel, inside or outside the precincts of a port or an airport

3) Transport of goods or passengers; or

4) Service by way of renting of immovable property.
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SUMMARY FOR SR. NO. 7

SERVICES TO BUSINESS ENTITY

Turnover of Preceding Turnover of preceding FY
FYup to Rs. 20 Lakhs / Rs. more than Rs. 20 Lakhs /
10 lakhs Rs. 10 lakhs

EXEMPT TAXABLE

8. SERVICES PROVIDED BY GOVERNMENT TO ANOTHER GOVERNMENT
Services provided by the Central Government, State Government, Union territory or local authority to another
Central Government, State Government, Union territory or local authority.

Government & Government &
Local Authority Local Authority

Service Provider Service Receiver

For the purpose of this Sr. No., it is hereby clarified that the provisions of this Sr. No. shall not be applicable to
following services:(PAT)

1) Services by Department of Post by way of speed post, express parcel post, life insurance and agency services
provided to a person other than government.

2) Services in relation to an Aircraft or a vessel, inside or outside the precincts of a port or an airport
3) Transport of goods or passengers

9. SERVICES PROVIDED BY GOVERNMENT WHERE GROSS AMOUNT CHARGED DOES NOT
EXCEED RS. 5000 (Except PAT)

The services provided by Government or a local authority where the gross amount charged for such services does
not exceed Rs. 5000/-

For the purpose of this Sr. No., it is hereby clarified that the provisions of this Sr. No. shall not be applicable

to following services:

1) Services by Department of Post by way of speed post, express parcel post, life insurance and agency services
provided to a person other than government.

2) Services in relation to an aircraft or a vessel, inside or outside the precincts of a port or an airport

3) Transport of goods or passengers

In case where continuous supply of service [Period of Service more than 3 months] is provided by the Government

or a local authority, the exemption shall apply only where the gross amount charged for such service does not

exceed Rs. 5000/- in a financial year ie. the limit is per Financial Year.
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_—SERVICE ——+__
. . Service period
Non-Continuous Continuous Supply — ., cading 3 months
Supply l
l
Per Transaction Total Value

9AA Services provided by and to Federation International De Football Association (FIFA) and its subsidiaries
directly or indirectly related to any of the events under FIFA U-17 Women’s World Cup 2020 to be hosted

9AB Services provided by and to Asian Football Confederation (AFC) and its subsidiaries directly or
indirectly related to any of the events under AFC Women Asia Cup 2022 to be hosted in India Provided
that Director (Sports), Ministry of Youth Affairs and Sports certifies that the services are directly or
indirectly related to any of the events under AFC Women's Asia Cup 2022(N/N07/2021_CT(R)dt
30/09/2021)

9B. SUPPLY OF SERVICE ASSOCIATED WITH TRANSIT CARGO TO NEPAL & BHUTAN (LAND LOCKED
COUNTRIES)

9C. SERVICES PROVIDED BY GOVERNMENT ENTITY TO GOVERNMENT, LOCAL AUTHORITY [LA], ANY
PERSON SPECIFIED BY GOVERNMENT / LOCAL AUTHORITY AGAINST CONSIDERATION RECEIVED
FROM GOVERNMENT / LA IN FORM OF GRANTS.

9D. SERVICES BY AN OLD AGE HOME RUN BY :

. Central Government, State Government or

. An entity registered under section 12AA/12AB of the Income-tax Act, 1961 to its residents (aged 60
years or more) against consideration upto * 25,000 per month per member, provided that the
consideration charged is inclusive of charges for boarding, lodging and maintenance.

10.ORIGINAL WORK PERTAINING TO BENEFICIARY-LED INDIVIDUAL HOUSE CONSTRUCTION
OR ENHANCEMENT UNDER THE HOUSING FOR ALL (URBAN) MISSION OR PRADHAN
MANTRI AWAS YOJANA
Services provided by way of pure labour contracts of:
1) Construction
2) Erection
3) Commissioning
4) Installation
5) Completion
6) Fitting Out
7) Repair
8) Maintenance
9) Renovation
10) Alteration of a civil structure
11) Any other kind of original works
pertaining to the beneficiary-led individual house construction or enhancement under the Housing for All (Urban)
Mission or Pradhan Mantri Awas Yojana.

Meaning of Original Works:
1) All new constructions

2) All types of additions and alterations to abandoned or damaged structures on land that are required to make
them workable.
3) Erection commissioning or installation of plant, machinery or equipment or structures, whether pre-fabricated

or otherwise. 0)
i



INDIRECT TAXATION LAW [VOLUME - 1]: PART | - GOODS & SERVICE TAX ACT

10A. SERVICES SUPPLIED BY ELECTRICITY DISTRIBUTION UTILITIES BY WAY OF
CONSTRUCTION, ERECTION, COMMISSIONING, OR INSTALLATION OF INFRASTRUCTURE FOR
EXTENDING ELECTRICITY DISTRIBUTION NETWORK UPTO THE TUBE WELL OF THE FARMER OR
AGRICULTURALIST FOR AGRICULTURAL USE.EXTENDING

11.0ORIGINAL WORK PERTAINING TO A SINGLE RESIDENTIAL UNIT
Services provided by way of pure labour contracts of:
1) Construction
2) Erection
3) Commissioning
4) Installation of original works
pertaining to a single residential unit otherwise than as a part of residential complex

DO YOU KNOW?

Construction of Bungalow or house having more than one rooms in a unit and cannot separated or sold individually
as per municipal record, then it would be treated as single residential unit & no GST is payable on aforesaid
activities.

Meaning of Residential Complex: It means any complex comprising of a building or buildings, having more

than one single residential unit.

Meaning of Single Residential Unit: It means a self-contained residential unit which is designed for use, wholly
or principally, for residential purpose for one family.

Sr.
No Supplier | Nature of Supply Recipient Purpose of Supply
Service provided by Fair Price Shops to
Supply of Wheat Central Governrrjent .or State
ice  and  coarse Central Government | Government or Union territory by way
Fair Price . or State of sale of wheat, rice and coarse grains
11A grains under PDS, C e
Shops Kerosene.  Suaar Government or under Public Distribution System (PDS)
. i gar. Union Territories or supply of Kerosene, Sugar, Edible
Edible Oil, etc . . . .
Oil, etc against consideration in form of
commission or margin.

Clarification regarding applicability of GST on milling of wheat into flour or paddy into rice for
distribution by State Governments under Public Distribution System (PDS): -

Issue- Whether composite supply of service by way of milling of wheat into flour along with fortification or of paddy into
rice by any person to State Government for distribution of such wheat flour under Public Distribution System eligible for
exemption under entry No. 3A of N/No. 12/2017? if not, what shall be the rate of GST on such milling?

Clarification- Article 243G of the Constitution which includes Public Distribution it is therefore clarified that if the value of
goods applied in such Composite Supply is not more than 25%, then such supply is exempt Otherwise, it is taxable @5% GST
if such supply is made Government being registered person as above

12.SERVICE BY WAY OF RENTING OF RESIDENTIAL DWELLING FOR RESIDENTIAL USE

Residential Property

I

Commercial Property
|

' ¥ ; ¥
Residential Commercial Residential Commercial
Purpose Purpose Purpose Purpose

EXEMPT TAX TAX TAX
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13. RELIGIOUS SERVICES PROVIDED BY A PERSON

Service by way
of

a) Conduct of any Religious Ceremony b) Renting of Religious Place for General Public,

Religious Ceremonies are life-cycle rituals owned or managed by an entity registered as a

including  special  religious  poojas charitable or religious trust under,

conducted in terms of religious texts by a —>Section 12AA/12AB of the Income-tax Act, 1961
Or

person so authorized by such religious
texts Occasions like birth, marriage and
death involve elaborate religious
ceremonies

—A trust or an institution registered u/s10(23C)(v)
Or

—>A body or an authority covered under Sec 10

(23BBA) of the Income-tax Act

Provided that nothing contained in Sr. No. b) of this exemption shall apply to -

1) Renting of rooms where charges are Rs. 1,000 or more per day

2) Renting of premises, community halls, kalyanmandapam or open area, and the like where charges are Rs.
10,000 or more per day.

3) Renting of shops or other spaces for business or commerce where charges are Rs. 10,000 or more per month.

EXAMPLE:
The Salasar Balaji Trust is a Religious Trust u/s 12AA of the IT Act 1961 and has furnished you the following
details with respect to the activities undertaken by it.

PARTICULARS EFFECT
Renting of rooms where charges are Rs. 600 per day Exempt
Renting of rooms where charges are Rs. 1600 per day TAX
Renting of community halls where charges are Rs. 30000 per day TAX
Renting of Kalyanmandapam where charges are Rs. 6000 per day Exempt
Renting of shops for business where charges are Rs. 20000 per month TAX
Renting of shops for business where charges are Rs. 6000 per month Exempt

14.RENTING OF HOTEL, GUEST HOUSE, INN, CLUB, CAMPSITE, ETC.

Sery'lces.be/ a hotel, inn, guest house, club or campsite, by whatever name called, for
residential or lodging "purposes, having tariff of a unit of accommodation
below Rs. 1,000 per day or equivalent equal to Rs. 1000.

EXAMPLE: If Declared Tariff Value is Rs. 1,200. Actual rent charged is Rs. 800
EXEMPTION AVAILABLE. GST will not be charged.
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NOTE: Hostel accommodation provided by trusts

(1) Hostel accommodation services provided by trusts to students do not fall within the ambit of charitable activities
as defined above.

(2) However, accommodation service in hostels including such services provided by trusts having Actual Tariff below
or equals to Rs. 1,000 per day is exempt under Entry 14 of the Notification [Circular No. 32/06/2018-GST dated
12.02.2018].

15.TRANSPORT OF PASSENGERS

Transport of Passengers By

—

Air A non-air conditioned | Stage Carriage other than air
contract carriage (other | conditioned stage carriage.
than Radio Taxi) for the

Embarking from/terminating in
an airport located in

SATNAM® transportation of
S : Sikkim passengers excluding
A: Arunachal Pradesh tourism, conducted tour,
T: Tripura charter, etc
N: Nagaland
A: Assam
M : Manipur/

Mizoram/Meghalaya
Bagdograin West Bengal

Meaning of “Radio Taxi":
Means a taxi including a radio cab by whatever name called, which is in two-way radio communication with a central
control office and is entitled for tracking using the GPS or GPRS.

16.SERVICE PROVIDED TO CENTRAL GOVERNMENT FOR TRANSPORTATION OF PASSENGERS
TO AND FROM RCS AIRPORT
Services provided to the Central Government by way of transport of passengers, with or without accompanied

belongings, by air, embarking from or terminating at a Regional Connectivity Scheme Airport, against
consideration in the form of Viability Gap Funding (VGF).

Provided that nothing contained in the Sr. No. shall apply on or after the expiry of period of 1-year 3 years from the
date of commencement of operations of the Regional Connectivity Scheme airport as notified by the Ministry of Civil
Aviation.

(Cost)
Consideration

RCS RCS

- 10 Lakhs
A/_/\

Amount charged from 7 Lakhs paid by

passengers Rs. 3 Lakhs government

TAXABLE (Consideration in the form
of VGF)

EXEMPT
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17.SERVICE OF TRANSPORTATION OF PASSENGERS, WITH OR WITHOUT ACCOMPANIED
BELONGINGS BY
1) Railway in a class other than -
A) First Class
B) An Air Conditioned Coach
2) Metro, Monorail or Tramway (Not Aerial Tramway)
3) Inland Waterways
4) Public Transport, other than predominantly for tourism purpose, in a vessel between places located in INDIA;

and o
N

5) Metered Cabs or auto rickshaws (including e-rickshaw); )

EXAMPLE: )
M/s. ABC Ltd. Is engaged in providing service of transportation of passengers by following modes in the month
of November, 2018:

(1) Service of transportation of passengers by vessels in National Waterways: Rs. 4,00,000;

(2) Service of transportation of passengers by Air conditioned Stage carriage: Rs. 25,00,000;

(3) Service of transportation of passengers by non air conditioned Stage carriage: Rs. 6,00,000;

(4) Service of transportation of passengers by contract carriage for tourism : Rs. 20,00,000;

(5) Service of transportation of passengers for Mumbai to Chennai port in a vessel and such service is not

for tourism purpose : Rs. 8,50,000;

(6) Service of transportation of passengers in Metered Cab: Rs. 5,00,000;

(7) Service of transportation of passengers in Radio Taxis: Rs. 10,00,000;

(8) Service of transportation of passengers in non-Air conditioned contract carriages Rs. 6,00,000;

(9) Service of transportation of passengers in Air conditioned contract carriages Rs. 15,00,000.
Compute the value of taxable supply if all charges are exclusive of GST.

SOLUTION: Computation of Value of taxable supply:

Particular Rs.

1. Transportation of passengers by national Waterways [since national waterways are

covered in definition of inland Waterways — Exempt from GST vide Entry 17 of

Notification No. 12/2017-] CT (Rate)] Nil
2 Transportation of passengers by Air conditioned Stage carriages (Liable to GST) 25,00,000
3 Transportation of passengers by non Air conditioned Stage carriages [Exempt from GST

vide Entry 15 of Notification No. 12/2017-] CT (Rate)] Nil
4 Transportation of passengers contract carriages for tourism (Liable to GST) 20,00,000
5 Transportation of passengers Mumbai to Chennai port in a vessel [Being a public

transport in a vessel sailing in India and not for tourism — Exempt from GST vide Entry

17 of Notification No. 12/2017-] CT (Rate)] Nil
6 Transportation of passenger in Metered Cab [Exempt from GST vide Entry 17 of

Notification No. 12/2017-] CT (Rate)] Nil
7 Service of Transportation of passengers in Radio Taxis (Liable to GST) 10,00,000

Service of Transportation of passengers in non Air conditioned carriages [Exempt from
8 GST vide Entry 15 of Notification No. 12/2017-] CT (Rate)] Nil

Service of Transportation of passengers in Air conditioned contract carriages (Liable to
9 GST) 15,00,000
Value of Taxable Supply 70,00,000
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18.SERVICES BY WAY OF TRANSPORTATION OF GOODS

1) By road except the services of —
A) a goods transportation agency (GTA); or

B) a courier agency T
1H
i X

&

2) By inland waterways.

[IERE

EXAMPLE:

Ramlal owns a truck and operates it himself. He carries the goods booked for his truck without issuance of
consignment note. Services provided by Ramlal by way of transportation of goods by road are exempt under
Entry 18 of the Notification.

19.SERVICES BY WAY OF TRANSPORTATION OF GOODS BY AN AIRCRAFT
Services by way of transportation of goods by an aircraft from a place outside India upto the Customs station of
clearance in India are exempt.

19A. TRANSPORTATION OF GOODS BY AN AIRCRAFT FROM INDIA TO OUTSIDE INDIA

Services by way of transportation of goods by an aircraft from customs station of clearance in India to a place outside

India. 110 30.09.2021. 30.00.2022] A&
19B. TRANSPORTATION OF GOODS BY VESSELS FROM INDIA TO OUTSIDE INDIA.

Services by way of transportation of goods by a vessel from customs station of clearance in India to a place outside
India. [upto 30.09-2021. 30.09.2022] JAg

COMMON NOTE FOR 19A & 19B:

Nothing contained in this Serial numbers shall apply after the 30" day of September, 30.09.2022 ¢

BY AIR
Air Freight = EXEMPT

— I

UsS < INDIA

BY AIR / BY SEA (Exempt upto 30" September 2019)
“ 198 /

BY SEA
Sea Freight = TAX
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20.8 21. SERVICES BY WAY OF TRANSPORTATION OF GOODS BY RAIL, VESSEL & GTA
Service by the way of transportation of following Goods by RAIL, VESSEL, GTA

w—-———/\

Sr. No. 20 Sr. No. 21
By Rail/Vessel By GTA
From one piace in India V,_’—’/\
to Another Goods, where Gross Goods, where gross
l Amount Charged on a amount charged
Railway Equipment consignment Transported in For a single consignee
Or a single Goods Carriage does not
Material Does not exceed Rs. 1,500/- Exceed Rs. 750/-

COMMON ITEMS TRANSPORTED BY RAIL, VESSEL & GTA WHICH ARE EXEMPT

1) Agricultural Produce
2) Food Stuff (including flours, pulses and rice, milk, salt)
3) Newspaper, magazines, registered with the registrar of Newspaper
4) Defense / military equipment
5) Relief Materials
6) Organic manure
NOTE:
(1) Who is a GTA - Goods Transport Agency?
Let us understand the meaning of Goods Transport agency (GTA). Goods transport agency has been defined in the
Notification to mean any person who:
provides service in relation to transport of goods by road and
issues consignment note, by whatever name called.
(2) Individual truck/tempo operators who do not issue any consignment note are not covered within the
meaning of the term GTA. But the services provided by such individual transporters who do not issue a
consignment note will be covered by the entry at Entry 18 of Notification, which is exempt from GST.

EXAMPLE:
1) Computation of Taxable supply and GST Liability for transport of goods by rail by Indian railway within
India (all sums exclusive of all taxes) (the information related to the month of November, 2017)-
(1) Transport of postal mails and postal bags: Rs. 55 Lakhs
(2) Transport of household effects: Rs. 50 lakhs
(3) Transport of petroleum products: Rs. 25 lakhs
(4) Transport of relief material to flood affected areas: Rs. 30 lakhs
(5) Transport of newspapers and magazines registered with registrar of newspaper: Rs. 5 lakhs
(6) Transport of milk: Rs. 22 lakhs
(7) Transport of tea: Rs. 20 lakhs
(8) Transport of sugar: Rs. 15 lakhs
(9) Transport of alcoholic beverages: Rs. 7 lakhs
(10) Transport of defence and military equipments: Rs. 40 lakhs
(11) Transport of organic manure: Rs. 90 lakhs
(12) Transport of baled cotton: Rs. 25 lakhs
(13) Transport of other goods: Rs. 5000 lakhs
Applicable GST rate — 5%.
SOLUTION: Computation of Value of taxable supply:

Particular Rs. In lakhs
1 Transport of postal mails and postal bags (Liable to GST) 55
2 Transport of household effects (Liable to GST) 50
3 Transport of petroleum products (Liable to GST) 25
4 Transport of relief materials to flood effected areas [Exempt [Exempt from vide Entry

20 of Notification No. 12/2017-] CT (Rate)] Nil
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5 Transport of newspapers and magazines registered with registrar of newspaper
[Exempt vide Entry 20 of Notification No. 12/2017-] CT (Rate)] Nil
6 Transport of milk [Exempt vide Entry 20 of Notification No. 12/2017-] CT (Rate)] Nil
7 Transport of tea (Liable to GST) 20
8 Transport of sugar (Liable to GST) 15
9 Transport of alcoholic beverages (Liable to GST) 7

10 | Transport of defence and military equipments [Exempt vide Entry 20 of Notification
No. 12/2017-] CT (Rate)] Nil

11 | Transport of organic manure [Exempt vide Entry 20 of Notification No. 12/2017-] CT
(Rate)] Nil
12 | Transport of baled cotton (Liable to GST) 25
13 | Transport of other goods — Rs. 5000 lakh (Liable to GST) 5,000
Total Value of taxable supply 5,197
GST payable @ 5% 260

2) Discuss whether GST is payable in respect of transportation services provided by Raghav Goods Transport
Agency in each of the following independent cases:

Customer | Nature of services provided Amount
charged
A Transportation of milk Rs. 20,000
B Transportation of books on a consignment transported in a single goods
carriage Rs. 3,000
C Transportation of chairs for a single consignee in the goods carriage Rs. 600
ANSWER:
Customer Nature of services provided Amount Taxability
charged
A Transportation of milk Rs. 20,000 | Exempt. Transportation of milk by
goods transport agency is exempt.
B Transportation of books on a Rs. 3,000 | GST is payable. Exemption is available
consignment transported in a single for transportation of goods only
goods carriage where  the  consideration  for

transportation of goods on a
consignment transported in a single
goods carriage does not exceed Rs.

1,500.
C Transportation of chairs for a single Rs. 600 | Exempt. Transportation of goods
consignee in the goods carriage where consideration for

transportation of all goods for a
single consignee does not exceed Rs.
750 is exempt.

21A. SERVICES PROVIDED BY GTA TO UNREGISTERED PERSON / CASUAL TAXABLE PERSON [EXCEPT
ANY BUSINESS ENTITY COVERED UNDER RCM] WILL BE EXEMPT

Services provided by a GTA to an Unregistered Person, including an unregistered Casual Taxable Person, other
than the following recipient, namely;

(@) Any factory registered under or 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 cooperative society established by or under any law; or

(e) Any body corporate established, by or under any law; or

(f) Any partnership firm whether registered or not under any law including association of persons; or

(g) Any casual taxable person registered under GST.
21B. (NEW ENTRY) SERVICES PROVIDED BY A GOODS TRANSPORT AGENCY, BY WAY OF TRANSPORT OF GOODS IN A
GOODS CARRIAGE

Services provided by a goods transport agency, by way of transport of goods in a goods carriage, to, -

(@) Department or Establishment of the Central/State Government/Union territory; or
(b) local authority; or
(c) Governmental agencies,
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which has taken GST registration only for the purpose of deducting tax under section 51 and not for making a

taxable supply of goods or services.

[Effective from 01.01.2019]
22.HIRING OF TRANSPORTATION MODE

22. Any Person Hiring of Motor (i) State Services provided by way of hiring of Motor
Vehicles transport Vehicles :
udertaking (a) to a state transport undertaking for the
(i) GTA transportation of passengers (seating
(iii) Any capacity of Motor Vehicles should be
person more than 12 passengers); or
who (aa) to Local Authority ( Electrical Vehicles
Provide and
transp- seating capacity more than 12
ortation passengers)
Services (D) TO a g0oOds transport agency (G1A) Tor tne
o D " transportation pf_goods..
) tn a nerenn nrn\/lr*llno <Arvices nf
tiona msti= transportation of students. facultv & staff to
tutation an education Institution providing services
iv) Local by way of pre-school education or education
Authority upto higher secondary school or equivalent.
Giving Motor Vehicle on Hire Basis to
STATE TRANSPORT UNDERTAKING GTA Motor vehicle for transport if
(Seating Capacity more than 12 (for transportation of goods) students, faculty and staff, to a
passenger) person providing services of

o
o

S Supply of service by R

transportation of student, faculty

and staff to an educational
institution providing services by
way of pre-school education and
education upto higher secondary
school or equivalent

>

<y
g Gh® S supplyof service of B Mlm

Way of hiring of motor Transportation of EDUCATIONAL
vehicles - Students INSTITUTION
- Faculties (upto higher secondary school or
- Staff equivalent)

[ EXEMPT vide Entry 22 ]

[ EXEMPT vide Entry 66(b) ]

EXAMPLE:

Nishant owns a truck which he has rented to Sindhu and Bansal Transport Agency - a GTA. Services by way of
giving on hire a means of transportation [truck in the given case] of goods to a GTA [Sindhu and Bansal
Transport Agency], are exempt from tax vide Entry 22 of the Notification and not vide Entry 18.

23.SERVICE BY WAY OF ACCESS TO A ROAD OR A BRIDGE ON PAYMENT OF TOLL CHARGES
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23A. SERVICE BY WAY OF ACCESS TO A ROAD OR A BRIDGE ON PAYMENT OF ANNUITY
Clarification regarding applicability of GST on the activity of construction of road where
considerations are received in deferred payment (annuity) (Circular No. 150/06/2021-GST Dated the
17th June,2021)

Legal Provision: - As per entry 23 & 23A service supplied by way of access to road or bridge is exempt from GST,
whether the consideration is in the form of toll or annuity 248.

Clarification: -Entry 23 & 23A does not apply to service of construction of road irrespective of type of payment
(upfront or annuity) it specifically covers only access to road it is clarified that Entry 23A does not exempt GST on the
annuity (deferred payments) paid for construction of roads.

24.SERVICE BY WAY OF LOADING / UNLOADING / PACKING / STORAGE / WAREHOUSING OF

RICE
NOTE: It means transportation of Rice is not covered under this Exemption but covered under Exemption
No. 20 & 21.
RICE
Transportation Loading / Unloading /
Exempt under Sr. No. 20 & 21 Packing / Storage /

Warehousing
Exempt under Sr. No. 24

24A. SERVICES BY WAY OF WAREHOUSING OF MINOR FOREST PRODUCE.

24B. services by way of storage or warehousing of cereals, pulses, fruits, nuts and vegetable, spices, copra, sugarcane, jiggery,
raw vegetable, fibres such as cotton, flax, jute etc., indigo, unmanufactured tobacco, betel leaves, tendu leaves, coffee and tea.

25.TRANSMISSION OR DISTRIBUTION OF ELECTRICITY BY AN ELECTRICITY TRANSMISSION
OR DISTRIBUTION UTILITY

Interpretation: Any transmission or distribution of electricity by central or state electricity board shall not
be liable to GST

Electricity transmission or distribution utility: means the Central Electricity Authority; a State Electricity Board;
the Central Transmission Utility or a State Transmission Utility notified under the Electricity Act, 2003 or a
distribution or transmission licensee under the said Act, or any other entity entrusted with such function by the
Central Government or, as the case may be, the State Government.

However, in this regard CBIC has clarified that the other services provided by DISCOMS (distribution companies) to
consumer against charges are liable to GST such as, -

1. Application fee for releasing connection of electricity;

2. Rental Charges against metering equipment;

3. Testing fee for meters/transformers, capacitors etc.;

4. Labour charges from customers for shifting of meters or shifting of service lines;
5. Charges for duplicate bill [Circular No. 34/8/2018 GST dated 01.03.2018].
CHECK YOUR KNOWLEDGE:

1. If charges are collected by a developer or a housing society for distribution of electricity within a
residential complex GST Applicable

2. Services provided by way of installation of genesis or similar equivalent by private contractors for
distribution of electricity GST Applicable

26.SERVICES BY RESERVE BANK OF INDIA
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Services

Service Provided BY RBI Service provided TO RBI

+ Advisor of Government

* Help the government to
Manage Public Loan

* Maintain Banking Account
of All Sheduled Banks

Eg. Technical Consultancy,
Legal Services, banking and
Other Financial Services, etc.

GST Applicable

Exempt > NO GST

ALL SERVICES » d | & ¢ ALL SERVICES
PROVIDED TO RBI A BSEE «'%  PROVIDED BY RBI

EXEMPT

RESERVE BANK OF INDIA
(RBI)

27.SERVICES RELATING TO DEPOSITS, LOANS OR ADVANCES / INTER SE SALE OR PURCHASE

OF FOREIGN CURRENCY AMONGST BANKS OR AUTHORIZED DEALERS.

/’_’/\

Extending Deposits, Loans or Foreign Exchange Transaction
Advances, in So far as the Between
consideration is represented by 1. Banks — Banks

way of interest or discount (other 2. Bank — Dealer

than interest involved in credit 3. Dealer — Dealer

card cases) 4, Dealer - Bank

27A. (NEW ENTRY) SERVICES PROVIDED BY A BANKING COMPANY TO BASIC SAVING BANK
DEPOSIT (BSBD) ACCOUNT HOLDERS UNDER PRADHAN MANTRI JAN DHAN YOJANA (PMJDY)

[Effective from 01.01.2019]

CHECK YOUR KNOWLEDGE

1. Loan processing fee/charges, Administration Charges, File Charges Liable to GST
2. Interest on loan taken against security No GST

3. Discount Received by bank on Discounting of Bill of Exchange No GST

4. Charges for late payment of dues on credit card etc. Liable to pay GST

5. Repos & Reverse Repos transaction Not Taxable

6. Debt Collection services or credit control services Taxable

EXAMPLE:

With reference to the CGST Act, 2017, discuss the taxability of following activities relating to a bank:
(a) Bank extended housing loan of Rs. 60 lakhs to Mr. X
(b) Bank received Rs. 50,000 as loan processing fee from Mr. X
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(c) Bank received Rs. 6 lakhs as interest on loan from Mr. X
SOLUTION: In accordance with the provisions of CGST Act, 2017 the taxability of activities is-

(@) The same is transaction in money, therefore not regarded as service as per Section 2 (102) of CGST Act, 2017. (b)
The loan processing fees received by bank will be liable for GST @ 18% Hence, GST liability = Rs. 50,000 x 18%
= Rs. 9,000.
() Rs. 6 lakhs received as interest on loan will not be liable for GST as the same in exempt vide Entry 27 of
Notification No. 12/2017 — CR (Rate).

28.LIFE INSURANCE SERVICES UNDER NATIONAL PENSION SCHEME

Services of Life Insurance business provided by way of annuity under the National Pension System regulated by the
Pension Fund Regulatory and Development Authority of India under the Pension Fund Regulatory and Development
Authority Act, 2013

29.LIFE INSURANCE SERVICES TO MEMBERS OF THE ARMY, NAVY AND AIR FORCE
Services of Life Insurance business provided or agreed to be provided by the Army, Naval and Air Force Group
Insurance Funds to members of the Army, Navy and Air Force, respectively, under the Group Insurance Schemes of
the Central Government.

LU\ EVLYNEL ML Life Insurance Services provided under Group Insurance Schemes of the MEMBERS OF THE
FORCE GROUP g ARMY, NAVY AND
INSURANCE FUNDS Central Government. AIR FORCE

29A. LIFE INSURANCE SERVICES TO COAST GUARD|

Service of Life Insurance provided or agreed to be provided by the Naval Group Insurance Fund to the personnel
of Coast Guard under the Group Insurance Scheme of the Central Government.

m Services of life insurance provided or agreed to be provided by the Central Armed Police Forces (under Ministry of Home
Affairs) Group Insurance Funds to their members under the Group Insurance Schemes of the concerned Central Armed Police
Force.

30.SERVICES BY E MPLOY EES’ ST ATE | NSUR AN CE CO RPORAT | ON (E SIC)

31. SERVI CES BY E MPLOY EES’ P ROVI D ENT FUND ORGANI Z AT | ON (EPFO)

32.SERVICES BY INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY (IRDA)

33.INVESTOR PROTECTION SERVICES BY SEBI
Services provided by Securities and Exchange Board of India (SEBI) set up under the Securities and Exchange Board
of India Act, 1992 by way of
+ protecting the interests of investors in securities and
+ to promote the development of, and
* to regulate, the securities market.
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34.CREDIT CARD, DEBIT CARD, CHARGE CARD OR OTHER PAYMENT CARD SERVICE UPTO RS.
2000 PER TRANSACTION.

Services by an acquiring bank, to any person in relation to settlement of an amount upto Rs. 2000 in a single
transaction through credit card, debit card, charge card or other payment card service.

Purchase value Rs. 2000

XYZ MALL |

|
Payment through Card Rs. 2000 .

2% Charges paid to XYZ Mall
MR. G

EXEMPT FROM
GST

ACQUIRING
BANK

For the purposes of this entry, “acquiring bank” means any banking company, financial institution including non-
banking financial company or any other person, who makes the payment to any person who accepts such card.

34A. SERVICES SUPPLIED BY CENTRAL GOVERNMENT, STATE GOVERNMENT, UNION
TERRITORY TO THEIR UNDERTAKINGS OR PUBLIC SECTOR UNDERTAKINGS(PSUS) BY WAY
OF GUARANTEEING THE LOANS TAKEN BY SUCH UNDERTAKINGS OR PSUS FROM THE
FINANCIAL INSTITUTIONS & BANKING COMPANY

Clarification regarding applicability of GST on service supplied by State Govt. to their
undertakings or PSU’s by the way of guaranteeing Loan taken by them: - It is clarified that
guaranteeing of loans taken from the banking companies and financial institutions by central
or state government for their undertaking or PSU is specifically exempt under said entry no
34A as above.

35.GENERAL INSURANCE SERVICES

(a) Restructured Weather Based Crop Insurance Scheme (RWCIS),
(b) Pradhan Mantri Fasal Bima Yojana (PMFBY)
(c) Bangla Shasya Bima

General Insurance

WM

Health/Life Crop Hut Cattle Tribal Accidental | Agricultural | Export
-

-Swarna Central

Jayanti Sector

Gram Scheme

-Weather
based 3::?0]3" —lJanta
-Jan  Arogya LEIE Personal
Bima Policy lns‘u’;‘:‘ce Accidental | -Agricultural
- Universal _pilot -- Group Pumpset _Premia
Health Scheme Personal -- Failed Well collected on
- Rashtriya HUT TRIBAL | Accidentalfor| Insurance .
. on seed X export credit
Swast Bima oD Self -- Rashtriya Insurance
—-Nirmaya . employed Krishi Bima
insurance .
Health I woman Yojana
Insurance palm - G!’ameen
Scheme insurance Accidental
)
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36.LIFE INSURANCE SERVICES
a. Janashree Bima Yojana (JBY)
b. Aam Aadmi Bima Yojana (AABY)
c. Life micro-insurance product as approved by the Insurance Regulatory and Development Authority, having
maximum amount of cover of Rst
d. Varishtha Pension Bima Yojana
e. Pradhan Mantri Jeevan Jyoti Bima Yojana
f. Pradhan Mantri Jan Dhan Yojana
g. Pradhan Mantri Vaya Vandan Yojan

ICES BY WAY OF REINSURANCE OF THE INSURANCE SCHEMES SPECIFIED IN ENTRY
35 & 36.

37.SERVICES BY WAY OF COLLECTION OF CONTRIBUTION UNDER ATAL PENSION YOJANA
(APY)

38.SERVICES BY WAY OF COLLECTION OF CONTRIBUTION UNDER PENSION SCHEME OF
STATE GOVERNMENT.

39.AGENCY SERVICES

Services by following persons in respective capacities:

a) Business facilitator or a business correspondent to a banking company with respect to accounts in its rural
branch

b) any person as an intermediary to a business facilitator or a business correspondent with respect to services
mentioned in Sr. No. (a); or

¢) business facilitator or a business correspondent to an insurance company in rural area.

39A. SERVICES BY AN INTERMEDIARY OF FINANCIAL SERVICES LOCATED IN A MULTI
SERVICES SEZ WITH INTERNATIONAL FINANCIAL SERVICES CENTRE (IFSC) STATUSTO A
CUSTOMER LOCATED OUTSIDE INDIA
Services by an intermediary of financial services located in a multi services SEZ with International Financial Services

Centre (IFSC) status to a customer located outside India for International Financial Services in Currencies other
than Indian Rupees (INR).
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EXPLANATION: For the purpose of this entry, the Intermediary of financial services in IFSC is a person-
() who is permitted or recognised
as such by the Government of

India or any Regulator
appointed for regulation of ‘

IFSC: or Recognized by GOI or any Regulator
T

. appointed for regulation of IFSC R
(ii) who is treated as a person ]
resident outside India under the R

Fore'Lgn Exchange Management Person resident outside India under FEMA

(International Financial Services / OUTSIDEINDIA
Centre) Guidelines, 2015 as IFSC
Insurance Office; or

(iv) who is permitted as such by Securities and Exchange Board of India (SEBI) under the Securities and Exchange
Board of India (International Financial Services Centre) Guidelines, 2015.

(International Financial Services i OR . Currencyotherthan
Centre) Regulat'lons, 2015; or n Registered under IRDA guidelines as IFSC Indian Rupees
(iili)who is registered under the Insurance office
Insurance  Regulatory  and PN OR
Development Authority of India }\ Whois permitted by SEBI under SEBI [ CUSTOMERLOCATED ]

40. SERVICE PROVIDED TO GOVERNMENTS/UT'S UNDER ANY INSURANCE SCHEME FOR
WHICH TOTAL PREMIUM IS BORNE BY THE GOVERNMENT / UT'S.

41.0O0NE TIME UPFRONT PAYMENT (CALLED AS PREMIUM, SALAMI, COST, PRICE,
DEVELOPMENT CHARGES OR BY ANY OTHER NAME LEVIABLE IN RESPECT OF THESERVICE,
BY WAY OF GRANTING LONG TERM (30 YEARS, OR MORE) LEASE OF INDUSTRIAL PLOTS,
PROVIDED BY THE STATE GOVERNMENT INDUSTRIALDEVELOPMENT CORPORATIONS OR

UNDERTAKINGS TO INDUSTRIAL UNITS OR BY ANY OTHER ENTITY HAVING 50% 20% OR
MORE OWNERSHIP OF CENTRAL GOVERNMENT, STATE GOVERNMENT, UNION TERRITORY TO
THE INDUSTRIAL UNITS OR THE DEVELOPERS IN ANY INDUSTRIAL OR FINANCIAL BUSINESS
AREA.

EXAMPLE

LEASE FOR 30 YEARS

SIDC

Determined Upfront Payment = Rs. 100 Lacs = EXEMPT
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NOTE

The upfront amount which is determined upfront but is paid or payable in instalments, it has been clarified
vide Circular No. 101/20/2019 GST dated 30.04.2019 that GST exemption on the upfront amount is
admissible irrespective of whether such upfront amount is payable or paid in one or more instalments,
provided the amount is determined upfront.

41A & 41B. NEW ENTRY EXEMPTION OF TDR, FSI, LONG TERM LEASE (PREMIUM)

Supply of TDR, FSI, long term lease (premium) of land by a landowner to a developer have been exempted subject
to the condition that the constructed flats are sold before issuance of completion certificate and tax is paid on
them.

Exemption of TDR, FSI, long term lease (premium) shall be withdrawn in case of flats sold after issue of completion
certificate, but such withdrawal shall be limited to 1% of value in case of affordable houses and 5% of value in
case of other than affordable houses. This will achieve a fair degree of taxation parity between under construction
and ready to move property [Effective from 01.04.2019]

42.SERVICES PROVIDED BY GOVERNMENT BY ALLOWING A BUSINESS ENTITY TO OPERATE
AS A TELECOM SERVICE PROVIDER/USE RADIO FREQUENCY SPECTRUM DURING THE
PERIOD PRIOR TO 1ST APRIL 2016 ON PAYMENT OF LICENCE FEE/SPECTRUM USER
CHARGES.

[30.09.2021 (NN 07/2021 IT(R))]

44. TECHNOLOGY BUSINESS INCUBATEE SERVICES

‘ @ TECHNOLOGY
BUSINESS

Service provided by an Incubatee =~ INCUBATOR
upto a total T/O of Rs. 50 L in FY
subject to following conditions
1) T/050LinPY
2) 3 yrs has not been elapsed from

date of entering into an

agreement as on incubatee

MEANING OF INCUBATEE: “Incubatee” means an entrepreneur located within the premises of a Technology
Business Incubator or Science and Technology Entrepreneurship Part recognized by the National Science and
Technology Entrepreneurship Development Board (NSTEDB) of the Department of Science and Technology,
Government of India and who has entered into an agreement with the Technology Business Incubator or the Science
and Technology Entrepreneurship Park to enable himself to develop and produce hi-tech and innovative products.
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45.LEGAL SERVICES
45, (a) An Arbitral Legal (a) Business
tribunal Services Entity Services provided by
(b) AhI.Darf'Fner-f (b) g:zeiiﬁ:: (a) An Arbitral Tribunal or
Zdt’oégzg business (b) Advocate (Senior/Other Than Senior Advocate
(c) other than entity TO
senior advocate (c) GE/SG/UT/LA
(d) Senior / GA/GE
advocate I) Govt/Local Authority/Government
Authority/Government Entity
OR
II) Any Person other than Business Entity
OR

[II) Business Entity with an aggregate
turnover upto such amount in the
preceding financial year as makes it
eligible for exemption from
registration Under CGST Act,2017

NOTES:-

1. Services provided by other than senior advocate
Or firm of advocate to an advocate or firm of
Advocates.: Exempt

2. Services provided by the senior advocates to
Any advocate or firm of advocates with an

aggregate turnover upto such amount in

the preceding financial year as makes it
eligible for exemption from registration
Under CGST Act,2017.: Exempt

MEANING OF LEGAL SERVICES:
“Legal Service” means any service provided —

in relation to advice, consultancy or assistance
in any branch of law, in any manner and

includes representational services before any court, tribunal or authority.

EXAMPLE:
Mr. Chadda, an advocate, has rendered the following services in the month of October, 2018.

(i) Representing Mr. Bajaj in his divorce case before High Court.

(ii) Representing Mr. Aniket, an architect by profession, in relation to his GST Liability [Turnover of Mr.
Aniket in the F.Y. 2017-18 was Rs. 30 Lakh]

(iiv) Legal Consultancy given to Suraj Associates, a partnership firm of Advocates [Turnover of Services
of Suraj Associates in the F.Y. 2017-18 was Rs. 35 Lakh]

Examine whether GST is payable on each of the above services assuming Mr. Chadda to be -
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1) An advocate other than a senior advocate
2) A senior advocate in terms of Section 16 of the Advocates Act, 1961 ?

SOLUTION:
S. When Mr. Chadda is an advocate other than . .
No. senior advocate When Mr. Chadda is a senior advocate
1. Service of representing Mr. Bajaj in his divorce case | Such service will be exempt even if the same are
will be exempt as Mr. Bajaj is not a business entity. rendered by a senior advocate.
2. Since the turnover of Mr. Aniket, a business entity, is | Such services, when provided by senior advocate, will

more than Rs. 2 Lakh in the preceding financial year | also be liable to GST.
[2017-18], the same will be liable to GST.

3. Legal consultancy provided by an advocate to | Such services, when provided by a senior advocate, will
partnership firm of advocates is exempt from GST be liable to GST if the turnover of the partnership firm
(business entity) in the preceding F.Y. 2017-18 is more
than Rs. 20 Lakh.

Thus, legal consultancy provided by Mr. Chadda to
Suraj Associates, a partnership firm advocates, will be
liable to GST.

46.VETERINARY SERVICES

Services by a veterinary clinic in relation to health care of animals and birds.

AN
i

Provide -

Service To

Health Care of
- Animals
- Birds

47.SERVICES OF REGISTRATION, TESTING, CALIBRATION, SAFETY CHECK/CERTIFICATION
RELATING TO PROTECTION/SAFETY OF WORKERS, CONSUMERS OR PUBLIC AT LARGE,
REQUIRED UNDER ANY LAW
The services provided by Government or a local authority by way of
* registration required under any law for the time being in force

+ testing, calibration, safety check/certification relating to protection/safety of workers, consumers or
public at large, required under any law for the time being in force

47A. SERVICES BY WAY OF LICENSING, REGISTRATION AND ANALYSIS OR TESTING OF FOOL
SAMPLES SUPPLIED BY THE FOOD SAFETY AND STANDARDS AUTHORITY OF INDIA
FSSAI) TO FOOD BUSINESS OPERATORS.

48.SERVICES PROVIDED BY TBI/STEP/BIO-INCUBATORS
Taxable services provided or to be provided by -
A technology business indicator (TBI) or aScience and Technology Entrepreneurship Park (STEP) Recognized
by National Science and Technology Entrepreneurship Development Board (NSTEDB) of Department of Department
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of Science and Technology, Government of India or by Biotechnology Incubators approved by Biotechnology
Industry Research Assistance Council (BIRAC)

49.NEWS AGENCY SERVICES

Collection or providing News by

/4\

Independent Press Trust of United News of
Journalist India India

50.SERVICES OF PUBLIC LIBRARIES

51.SERVICES PROVIDED BY GSTN TO CENTRAL / STATE GOVERNMENT / UNION TERRITORIES
FOR IMPLEMENTATION OF GST

52.SERVICES BY AN ORGANIZER TO ANY PERSON IN RESPECT OF BUSINESS EXHIBITION
HELD OUTSIDE INDIA
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53.SERVICES BY WAY OF SPONSORING OF SPORTING EVENTS

PYKKA Central Civil
Panchayat Yuva Services National Games
Kendra aur Khel Cultural & by Indian Olympic
Abhiyaan Sports Board Association

All India Sports
Sponsorship Council for the Deaf,
service, Paralympic
If sporting Committee of India
events
organised By

Inter-university
sports board,
School Games

Federation of India

Special
Olympic

Association of Bharat
Indian

. o National
Universities

Sports
Federation or
its affiliated
federation

53A.FUMIGATION IN AWARE HOUSE OF AGRICULTURAL PRODUCE

54.SERVICES RELATING TO AGRICULTURE OR AGRICULTURAL PRODUCE
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 —
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1) Agricultural operations directly related to production of any agricultural produce
including cultivation, harvesting, threshing, plant protection. ———————

2) Supply of Farm labour

3) Process 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 like operations which do not alter the
essential characteristics of agricultural produce but make it only marketable for
the primary market.

4) Renting or leasing of agro machinery or vacant land with or without a structure
incidental to its use

7) Services by any agricultural produce marketing committee or board or services
provided by a commission agent for sale or purchase of agricultural produce;

DO YOU KNOW...?

RAW COTTON GILLED COTTON / COTTON BAILED
GRAINS PULSES (Dehusked or split)
SUGARCANE SUGAR & JAGGERY

PADDY RICE

WHEAT FLOUR

GRAINS Processed Tea and Cofee
FORTICULTURE Jaggery

PISCICULTURE Processed dry fruits in Cashew
FORESTRY

SERICULTURE

HORTICULTURE

Whole gram, Rajma




INDIRECT TAXATION LAW [VOLUME - 1]: PART | - GOODS & SERVICE TAX ACT

EXAMPLE:
“Desai Agro Care Limited” registered under GST furnishes the following details with respect to the activities
undertaken by them in the month of March, 2018:

Particulars Rs.

1 Receipts from supply of farm labor 85,000
2 Charges for seed testing 65,000
3 Charges for soil testing of farm land 35,000
4 Charges for warehousing of potato chips 85,000
5 Commission received on sale of wheat 75,000
6 Charges of training of farmer on use of new pesticides and fertilizers developed

through scientific research 10,000
7 Renting of vacant land to a stud farm 1,85,000
8 Leasing of vacant land to a cattle farm 83,000
9 Charges for warehousing of rice 1,50,000
10 | Charges for warehousing of cotton fabrics 3,50,000
11 | Retail packing and labeling of fruits and vegetables 5,00,000

Compute the value of taxable supply of ‘Desai Agro Care limited’ for the month of March, 2018 if all the above
amounts are exclusive of GST.

SOLUTION: Computation of Value of taxable supply-

Particulars Rs.
1 Receipts from supply of farm labor [Exempt vide Entry 54 of Exemption Notification No.
12/2017-] CT (Rate)] Nil
2 Charges for seed testing [Exempt vide Entry 54 of Exemption Notification No. 12/2017-] CT
(Rate)] Nil
3 Charges for soil testing of farm land [Exempt vide Entry 54 of Exemption Notification No.
12/2017-] CT (Rate)] Nil
4 Charges for warehousing of potato chips [potato chips is not an agricultural produce, hence
warehousing of the same be taxable] 85,000
5 Commission received on sale of wheat [Exempt vide Entry No. 54 of Exemption Notification
No. 12/2017-] CT (Rate)] Nil
6 Charges for training of farmers on use of new pesticides and fertilizers developed through
scientific research [Exempt vide Entry No. 54 of Exemption Notification No. 12/2017-]
CT (Rate)] Nil
7 Renting of vacant land to a stud farm [The some will be liable for GST as rearing of horses
has been specifically excluded from Exemption 185000
8 Leasing of vacant to a cattle farm [Exempt vide Entry No. 54 of Exemption Notification No. o
12/2017-] CT (Rate)] Nil
9 Charges for warehousing of rise [Exempt vide Entry No. 24 of Exemption Notification No.
12/2017-] CT (Rate)] Nil
Charges for warehousing of cotton fabrics (Liable to GST)
10| petail packing and labeling of fruits and vegetables [Exempt vide Entry No. 57 of Exemption 3,50,000
11 Notification No. 12/2017-] CT (Rate)] -
Value of Taxable supply 6,20,000

55.CARRYING OUT AN INTERMEDIATE PRODUCTION PROCESS IN RELATION TO
CULTIVATION OF PLANTS AND REARING OR ALL LIFE FORMS OF ANIMALS EXCEPT
HORSES

Carrying out an intermediate production process as Job Work in relation to cultivation of plants and rearing or all
life forms of animals except the rearing of Horses for

*  Food
*  Fibre
*  Fuel

* Raw material or
+  Other similar products or
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* Agricultural produce

NOTE:

(1) Milling of paddy is not an intermediate production process in relation to cultivation of
plants. It is a process carried out after the process of cultivation is over and paddy has been
harvested. Further, processing of paddy into rice is not usually carried out by cultivators,
but by rice millers.

(2) Milling of paddy into rice also changes its essential characteristics.

In view of the above, it is clarified that milling of paddy into rice is not eligible for

exemption under Entry 55

55A.SERVICES BY WAY OF ARTIFICIAL INSEMINATION OF LIVESTOCK (OTHER THAN
HORSES).

56.SERVICES BY WAY OF SLAUGHTERING OF ALL ANIMALS

57.SERVICES IN RELATION TO FRUITS AND VEGETABLES

Services by way of
a) pre-conditioning
b) pre-cooling
¢) Ripening
d) Waxing
e) retail packing
labeling of fruits and vegetables
which do not change or alter the essential characteristics of the said fruits or vegetables.

58.SERVICES PROVIDED BY NATIONAL CENTRE FOR COLD CHAIN DEVELOPMENT (NCCCD)
UND ER MINISTRY OF AGRICULT URE, COO PERATION AND FAR MER'S WELFARE BY
WAY
OF COLD CHAIN KNOWLEDGE DISSEMINATION.

59.SERVICES BY FOREIGN DIPLOMATIC MISSION LOCATED IN INDIA.

.

ALLSERVICES
PROVIDED BY FDM

ALL SERVICES
PROVIDED TO FDM
EXEMPT
FOREIGN DIPLOMAT MISSION
LOCATED IN INDIA

BUT FDC can claim refund. (Detailed Discussion in Chapter 14. Refunds)

60.SERVICE BY A SPECIFIED ORGANISATION IN RESPECT OF A RELIGIOUS PILGRIMAGE
FACILITATED BY [VITNSTTATMSYETT- TNV VMW YIIN:TWLT:THE GOVERNMENT OF INDIA
UNDER BILATERAL ARRANGEMENT.
Specified Organisation shall mean-
« Kumaon Mandal Vikas Nigam Limited, a Government of Uttarakhand Undertaking; or
« ‘Committee’ or ‘State Committee’ as defined in section 2 of the Haj Committee Act, 2002.

()
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61.SERVICES PROVIDED BY WAY OF ISSUANCE OF PASSPORT, VISA, DRIVING LICENCE, BIRTH
CERTIFICATE & DEATH CERTIFICATE TO INDIVIDUALS

Government &
Local Authority

Service Receipient (Individuals)
Service Provider

#Pg¢ Exemptions introduced
Following new services have been exempted from CGST: .
61A. Services by way of granting National Permit to a goods carriage to operate
through-out India/ contiguous States

62.SERVICES BY GOVERNMENT OR A LOCAL AUTHORITY BYWAY OF TOLERATING NON-
PERFORMANCE OF A CONTRACT FOR WHICH CONSIDERATION IN THEFORM OF FINES OR
LIQUIDATED DAMAGES IS PAYABLE TO GOVERNMENT OR THE LOCAL AUTHORITY UNDER
SUCH CONTRACT.

Government &
Local Authority

Service Receipient (Any Person)
Service Provider

EXAMPLE:

Public Works Department of Karnataka entered into an agreement with M/s. ABC, a construction company, for
construction of its office complex for an agreed consideration. In the agreement dated 10.07.20XX, it was agreed by
both the parties that M/s. ABC shall complete the construction work and handover the project on or before 31.12.20XX.
It was further agreed that any breach of the terms of contract by either party would give right to the other party to
claim for damages or penalty. M/s. ABC did not complete the construction and did not handover the project by the
specified date i.e., on or before 31.12.20XX. As per the contract, the Department asked for damages/penalty from M/s.
ABC and threatened to go to the court if not paid. Resultantly, M/s. ABC paid an amount of * 10,00,000/- to the
Department for non-performance of contract. Amount paid by M/s. ABC to Department is exempt from payment of tax.

63.SERVICES BY WAY OF ASSIGNMENT OF RIGHT
TO USE NATURAL RESOURCES TO AN
INDIVIDUAL FARMER FOR THE PURPOSES OF

AGRICULTURE EXEMPT

Services provided by the Central Government, State

Government, Union territory or local authority by way of Government &
assignment of right to use natural resources to an individual Local Authority

Farmer (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.

Service Provider
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65.SERVICES PROVIDED BY THE CENTRAL GOVERNMENT, STATE GOVERNMENT, UNION
TERRITORY BY WAY OF DEPUTING OFFICERS AFTER OFFICE HOURS OR ON HOLIDAYS FOR
INSPECTION OR CONTAINER STUFFING OR SUCH OTHER DUTIES IN RELATION TO IMPORT
EXPORT CARGO ON PAYMENT OF MERCHANT OVERTIME CHARGES.

o

Governmer

Service Provider 45 \ =
Container Stuffing after Office Hours

65A.SERVICES BY WAY OF PROVIDING INFORMATION UNDER THE RIGHT TO INFORMATION
ACT, 2005

65B.SERVICES SUPPLIED BY A STATE GOVERNMENT TO EXCESS ROYALTY COLLECTION
CONTRACTOR (ERCC) BY WAY OF ASSIGNING THE RIGHT TO COLLECT ROYALTY ON
BEHALF OF THE STATE GOVERNMENT ON THE MINERAL DISPATCHED BY THE MINING

However, at the end of the contract period, ERCC shall submit an account to the State Government and certify that
amount of GST deposited by mining lease holders on royalty is more than GST exempted on the service provided
by State Government to the ERCC of assignment of right to collect royalty and where such amount of GST paid by
mining lease holders is less than the amount of GST exempted, the exemption shall be restricted to such amount
as is equal to the amount of GST paid by the mining lease holders and the ERCC shall pay the difference between
GST exempted on the service provided by State Government to the ERCC of assignment of right to collect royalty
and GST paid by the mining lease holders on royalty.

Explanation- Mining lease holder means a person who has been granted mining lease, quarry lease or license or
other mineral concession under the Mines and Minerals (Development and Regulation) Act, 1957 the rules made
thereunder or the rules made by a State Government under section 15(1) of the Act.

66.SERVICES TO & BY EDUCATIONAL INSTITUTION

a. Services Provided BY Educational Institution

Faculty

Provide
Service to

Cm—

Educational
Institution
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Note : It means service provided by a Pvt. Transport
Operator to a school in relation to a TOUR &
TRAVEL services of students & staff - TAXABLE

i) Transportation I ¢
of Students, Tl
Faculty & Staff

EDUCATIONAL
i) Catering, Mid Day Meals INSTITUTION
sponsored by the Government (upto higher secondary school or
equivalent)

iii) Security,
Cleaning, v
Etc. 4

iv) Services relating to admission to, or conduct of

examination by such Institution upte-highersecendary

EDUCATIONAL
INSTITUTION

v) Supply of Online Educational Journals or periodicals

EDUCATIONAL
INSTITUTION

Except to an Institution providing services by way of -

(i) Pre-school education and education upto higher
secondary school or equivalent;

(ii) Education is a part of an approved vocational
education course;

MEANING OF EDUCATIONAL INSTITUTION [Para 2(y) of Notification No. 12/2017-CT (Rate)]: "Educational
Institution” means an institution providing services by way of —

1) Pre-school education (Aganwadi is covered under Pre-school)

2) Education up to higher secondary school or equivalent

3) Qualification recognised by any law
4) Approved vocational education course
e.g., ITl, ITC, Modular employable, self skill, etc.

MEANING OF APPROVED VOCATIONAL EDUCATION COURSE [Para 2(h) of Notification No. 12/2017-CT (Rate)]:
"Approved Vocational Education Course” means-

(i) A course run by an industrial training institute or an industrial training centre affiliated to the National Council
for Vocational Training or State Council for Vocational Training offering courses in designated trades notified

under the Apprentices Act, 1961; or
(i) A Modular Employable Soft Skill Course, approved by the National Council of Vocational Training, run by a

person registered with the Directorate General of Training, Ministry of Skill Development and Entrepreneurship.

DO YOU KNOW ?

(1) Activities of a school, college or an institution run by a trust which do not come within the ambit of charitable
activities will not be exempt under Entry 1 of the Notification. However, such activities may be exempt under Entry
66 of the Notification provided the school, college or institution qualifies as an 'educational institution.

(2) A course in a college leads to dual qualification only one of which is recognized by law. Would service provided by
the college by way of such education be covered by the exemption notification? Provision of dual qualifications is
in the nature of two separate services as the curriculum and fees for each of such qualifications are prescribed
separately. Service in respect of each qualification would, thepafore, be assessed separately.
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(3) If an artificial bundle of service is created by clubbing two courses together, only one of which leads to a
qualification recognized by law, then by application of the rule of determination of taxability of a supply which is
not bundled in the ordinary course of business, it shall be treated as a mixed supply as per provisions contained in
section 2(74) read with section 8 of the CGST Act, 2017. The taxability will be determined by the supply which
attracts highest rate of GST.

(4) If the catering services is one of the services provided by an educational institution to its students, faculty and staff
and the said educational institution is covered by the definition of ‘educational institution’ as given above, then the
same is exempt. [covered under item (a) of entry 66 of the Notification].

(5) If the catering services, i.e., supply of food or drink in a mess or canteen, is provided by anyone other than the
educational institution, i.e. the institution outsources the activity to an outside contractor, then it is a supply of
service to the concerned educational institution and attracts GST**.

- ggl
institution. l I

(2) Private ITls qualify as an educational institution if the education provided by these
ITls is approved as vocational educational course as defined above. dustrial Training Institut

(3) Services provided by a Government ITI to individual trainees/students, is exempt

NOTE:

(1) This would mean that private coaching centres or other unrecognized institutions,
though self-styled as educational institutions, would not be treated as educational
institutions under GST and thus cannot avail exemptions available to an educational

under Entry 6 as these are in the nature of services provided by the Central or State Government to individuals.

to the executives/ professionals as they are considered as “participants” of the said
pro gra mmes . T hes e @participation certificates are not any qualification recognized by law. Such
considered as students of IIM. Services provided by IIMs as an educationa
standard rate of GST @ 18% (CGST

9% + SGST 9%) [Effective from 01.01.2019].

EXAMPLE:

1) ABC Ltd. Is engage in providing various service to educational institutional and furnishes you with the
following information for the month of April 2018. You are required to determine the value of taxable
supply and GST payable thereon if all charges are exclusive of GST. The rate of GST is 18%.

(1) Renting of immovable property to higher secondary school: Rs. 12,00,000

(2) Renting of immovable property to commercial coaching centre: Rs. 2,00,000

(3) Transportation service provided to students of higher secondary school: Rs. 5,00,000

(4) Outdoor catering service provided to educational institutions running approved vocational courses: Rs.
5,00,000

(5) Security services provided to pre-nursery school: Rs. 1,25,000

(6) House keeping and cleaning service in college providing recognized graduation degree: Rs. 5,12,500

(7) Conduct of examination of ICSI: Rs. 10,00,000

(8) Placement service provided to ICAI: Rs. 12,00,000

(9) Development of course contains of ICMA: institute: Rs. 2,00,000

(10) Training of staff of higher Secondary School: Rs. 1,50,000
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SOLUTION: Computation of Value of taxable supply and GST liability —

Particulars Rs.
1 Renting of immovable property to higher secondary school (Liable to GST) 12,00,000
2 Renting of immovable property to Commercial coaching centre (Liable to GST) 2,00,000
3 Transportation services provided to students of higher secondary school [Exempt vide
Entry No. 66 of Exemption Notification No. 12/2017-] CT (Rate)] Exempt
4 Outdoor catering service provided to Educational running approved vocational
courses [Not covered under Entry 66 of Exemption Notification No. 12/2017-] CT
(Rate), hence Liable to GST] 5,00,000
5 Security service provided to pre-nursery school [Exempt vide Entry No. 66 of
Exemption Notification No. 12/2017-] CT (Rate)] Exempt
6 Housekeeping and cleaning service in college providing recognized graduation
degree [Not covered under Entry 66 of Notification No. 12/2017-] CT (Rate), hence
Liable to GST] 5,12,500
7 Conduct of examination of ICSI [covered under Entry 66 of Notification No. 12/2017-
] CT (Rate), hence not liable to GST] Exempt
8 Placement service provided to ICAI [Liable to GST] 12,00,000
9 Development of course contain of ICMA institute [Liable to GST] 2,00,000
10 | Training of staff of higher secondary School [Not covered under Entry 66 of
Notification No. 12/2017-] CT (Rate), hence Liable to GST] 1,50,000
Total Taxable Value of Supply 39,62,500
GST payable @ 18% 7.13,250

2) Jain Ltd., providing educational services, furnishes you with the following information for the various
service provided by it. It has collected an aggregate sum of Rs. 30 lakhs during the month ended 30-09-
2017 as under -

1. Receipts of ‘Gyan Vijay’ an industrial training institute (ITl) affiliated to the National council for
vocational Training (NCVT): Rs. 1.2 lakhs

2. Receipts of ‘GE Educare’ a vocational educational provider affiliated to sector Skill Council formed
under National Skill Development Corporation (NSDC): Rs. 1.8 lakhs

3. Receipts of ‘Kalyan Skill Centre’ an industrial training centre (ITC) affiliated to the state Council for
vocational Training, Rajasthan: Rs. 2 lakhs

4. Receipts of ‘Vision’, an institute, registered with Directorate General of Employment and Training (DGET),
Union Ministry of Labour and Employment, running a Modular Employable Skill Course (MESC) approved by
the National Council coaching Training: Rs. 1 lakhs

5. Receipts of ‘Scintech a Commercial Coaching institute providing commercial coaching in the field of arts
and science: Rs. 0.8 lakhs (no certificate was issued on completion of the training)

6. Receipts of ‘Commerce concepts’ a Commercial coaching institute providing coaching in the field of
commerce: Rs. 1.2 Lakhs (a certificate was awarded to each trainee after completion of the training)

7. Receipts of Gurukul school providing education upto higher secondary: Rs. 6 lakhs

8. Receipts of ‘Play Kids’ school providing educational upto primary level: Rs. 11 lakhs (such receipts

includes receipts from renting of premises to commercial coaching centre: Rs. 3 lakhs)
Compute the value of taxable supply and GST payable thereon. All the amounts are exclusive of GST. Rate of
GST - 18%.
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SOLUTION: Computation of Value of taxable supply and GST liability —

Particulars Rs
Total Receipts 30,00,000
Less: Receipts of ‘Gyan Vijay’ an industrial training institute (ITI) affiliated to the

National Council for Vocational Training (NCV), are not liable to GST, since the same

are [Exempt vide Entry 66 of Notification No. 12/2017- CT (Rate). -1,20,000

Less: Receipts of ‘GE Educare’ a vocational education provider affiliated to sector Skill
Council formed under National Skill Development (NSDC) are exempt. (Entry 60) -1,80,000

Less: Receipts of ‘Kalyan Skill Centre’ an industrial training centre (ITC) affiliated to
the state council for Vocational Training, Rajasthan, not liable to GST, since the same
are exempt vide Entry 66 of Notification No. 12/2017- CT (Rate). -2,00,000

Less: Receipts of ‘Vision’, an institute, registered with Decorate General of
Employment and Training (DGET), Union Ministry of Labour and Employment,
running a Modular Employable Skill Course (MESC) approved by the National Council
of Vocational Training — not liable to GST, since the same is exempt vide Entry 70 of
Notification No. 12/2017- CT (Rate). -1,00,000

Less: Receipts of ‘Scintech’ a commercial coaching institute providing commercial
coaching in the field of arts and science shall be liable for GST. Taxable

Less: Receipts of ‘Commerce concepts a Commercial coaching institute providing
coaching in the field of commerce shall be liable for GST irrespective of the fact that
a certificate was awarded to each trainee after completion of the training. Taxable

Less: Receipts of Gurukul School providing education upto higher secondary shall are
exempt vide Entry 66 of Notification No. 12/2017- CT (Rate). -6,00,000

Less: Receipts of ‘Play Kids’ school providing education upto primary level i.e Rs. 8
lakhs are exempt vide Entry 66 of Notification No. 12/2017- CT (Rate). However,

receipts from renting of premises by the school to commercial coaching centre shall -8,00,000
be liable for GST
Total Taxable Value of Supply 10,00,000

GST payable @ 18% 1,80,000
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68.SERVICES PROVIDED TO RECOGNIZED SPORTS BODY

Services provided to a recognised sports body* by-

(@) anindividualas a player, referee, umpire, coach or team manager for participation in a sporting event organised

by a recognized sports body;
(b) another recognised sports body.

RT CUP
Referee
Coach
Player

Umpire

Team Manager

Recognized
Sports
Body*

N

Service )
Provided to

7

OR

Q65

INTERNATIONAL

OLYMPIC
COMMITTEE

Recognized
Sports Body

*Recognized Sports Body means
- The Indian Olympic Association
- Sports Authority of India

- A national sport federation recognised by the Ministry of Sports and Youth Affairs of the Central

Government, and its affiliate federations.

- National Sports Promotion organisations recognised by the Ministry of Sports and Youth Affairs of the

Central Government.

- The International Olympic Association or a federation recognised by the International Olympic

Association or;

- Afederation or a body which regulates a sport at International Level and its Affiliated federations or

bodies regulating a sport in India.

SOME CASES

a) Service of a player to a franchisee which is not a recognized sports body
TAXABLE

b) Service by a recognized sports body to another recognized sports body
EXEMPT

c) Services by individuals such as commentators, selectors, technical experts
TAXABLE

d) Services of an individual as an Umpire to a recognized sports body.
EXEMPT
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EXAMPLE:

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, in lieu of a lump sum payment.
Discuss whether he is required to pay any GST?

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.

Since in the first case, the football match is organized by Sports Authority of India, which is a recognized sports body,
services provided by the individual as a referee in such football match will be exempt.

However, when he acts as a referee in a charity football match organized by a local sports club, he would not be entitled
to afore-mentioned exemption as a local sports club is not a recognized sports body and thus, GST will be payable in
this case.

69.SERVICES PROVIDED BY NATIONAL SKILL DEVELOPMENT CORPORATION OR BY AN
APPROVED SECTOR SKILL COUNCIL OR ASSESSMENT AGENCY OR TRAINING PARTNER

Services provided by National Skill Development
Corporation or by an approved Sector Skill
Council/assessment agency/training partner are exempt.

in relation to-

(i) the National Skill Development Programme implemented by the National Skill
Development Corporation; or

(ii) a vocational skill development course under the National Skill Certification and
Monetary Reward Scheme; or

(iii) any other Scheme implemented by the National Skill Development Corporation.

N-S:D-C
National
Skill Development

Corporation

70.SERVICES OF ASSESSING BODIES EMPANELLED CENTRAL BY DIRECTORATE GENERAL OF
TRAINING BY WAY OF ASSESSMENTS UNDER SKILL DEVELIOMENT INITIATIVE SCHEME

Assessing Bodies empanelled centrally by
DGT [Directorate General of Training],
Ministry of Skill Development &
Entrepreneurship.

By way of Assessments under Skill
Development Initiative Scheme.
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71.SERVICE PROVIDED BY WAY OF SKILL VOCATIONAL TRAINING
Services provided by training providers (Project implementation agencies) under Deen Dayal Upadhyaya Grameen
Kaushalya Yojana (DDUGKY) implemented by the Ministry of Rural Development, Government of India by way of
offering skill or vocational training courses certified by the National Council for Vocational Training.

Service provided by way of skill or vocational
training

by Deen Dayal Upadhyay Grameen
Kaushalya Yojana

l
| Exempt_

72.SERVICES PROVIDED TO THE CENTRAL GOVERNMENT, STATE GOVERNMENT, UNION

TERRITORY ADMINISTRATION UNDER ANY TRAINING PROGRAMME FOR WHICH 75% or

#0¢ More TOTAL EXPENDITURE IS BORNE BY THE CENTRAL GOVERNMENT, STATE
GOVERNMENT, UNION TERRITORY ADMINISTRATION.

73.SERVICES PROVIDED BY THE CORD BLOOD BANKS BY WAY OF PRESERVATION OF STEM
CELLS OR ANY OTHER SERVICE IN RELATION TO SUCH PRESERVATION.

16cm sample taken

Umbilical cord artery
used in extraction of
cord blood stem cells

l Wharton's jelly containing

’ rm *v'- Mesenchymal Stem Cells (MSCs)
E "B

74.HEALTH CARE SERVICES
Services by way of-
a. health care services by a clinical establishment, an authorised medical practitioner or para-medics;
b. services provided by way of transportation of a patient in an ambulance, other than those specified in (a) above.

Umbilical cord vein
used in extraction of
cord blood stem cells
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- ‘U 2 0
Clinical Establishment T .“
Operation oPD ; ;
@ Theatre (0.T.) i’ .‘.‘T"‘JLIU

Health

Blood Bank Casualty

Authorized Medlcal Care

Provide —> =Y Services .\
Practltloner ‘ i ’
Icu ’ 4 N Dkadlotlogy’
epartment
S &
aayEG P
—1

CASE 1) Transportation of patient to and from a clinical establishment -> EXEMPT

Para Medics

CASE 2) Hair Transplant, cosmetic, plastic surgery except when undertaken to restore
or function of body affected due to injury or Trauma -> TAXABLE

DO YOU KNOW ?

(1) Rent of rooms provided to in-patients in hospitals is exempt [Circular No. 27/01/2018 GST dated 04.01.2018].
(2) Services provided by senior doctors/ consultants/ technicians
- Hospitals hire senior doctors/ consultants/ technicians independently. Such
persons do not have any contract with the patient. Hospitals pay them
consultancy charges and there is no employer-employee relationship between

It is clarified by CBIC that services provided by such senior doctors/
consultants/ technicians, whether employees or not, are healthcare services which are exempt from GST [Circular
No. 32/06/2018 GST dated 12.02.2018].

(3) Food supplied to the patients
Health care services provided by the clinical establishments will include food
supplied to the patients; but such food may be prepared by the canteens run by the
hospitals or may be outsourced by the hospitals from outdoor caterers.
When outsourced, there is no ambiguity that the suppliers shall charge tax as a
applicable and hospital will get no ITC.

If hospitals have their own canteens and prepare their own food; then no ITC will be 3 F
available on inputs including capital goods and in turn if they supply food to the = ‘«'.6&‘
doctors and their staff; such supplies, even when not charged, may be subjected to

GST.

Food supplied to the in-patients as advised by the doctor/nutritionists is a part of composite supply of
healthcare and not separately taxable.

Other supplies of food by a hospital to patients (not admitted) or their attendants or visitors are taxable [Circular
No. 32/06/2018 GST dated 12.02.2018].

(4) As regards ambulance services provided by PSPs [under NHM] on behalf of State Governments against consideration
in the form of fee or otherwise charged from State Government, since ambulance services are an activity in relation
to functions entrusted to Panchayats and Municipalities under Article 243G and 243W of the Constitution of India,
same would be exempt as under:

(a) Entry 3 if it is a pure service and not a composite supply involving supply of any goods, and

(b) Entry 3A if it is a composite supply of goods and services in which the value of supply of goods constitutes not
more than 25% of the value of the said composite supply [Circular No. 51/25/2018 GST dated 31.07.2018].
[Refer Entry 3 and 3A].
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Example:

Wellness Nursing Home received the following amounts in the month of November in lieu of various service
rendered by it in the same month. You are required to determine in GST liability for November from the details
furnished below:

Particulars Rs.

1 Palliative care for terminally ill patient’s home (palliative care is given to improve the

quality of life of patients who have a serious or life-threading disease but the goal of

such care not to cure the disease) 30
2 Service provide by cord blood bank unit of the nursing by way of preservation of stem

cells 24
3 Hair transplant service 100
4 Ambulance service to transport critically ill patients from various locations to nursing

home 12
5 Naturopathy treatments. Such treatment is a recognized system of medicine in terms of

Section 2(h) of the Clinical Establishment Act, 2010 80
6 Plastic surgery to restore anatomy of a child affected due to an accident 30
7 Pranic healing treatments. Such treatment is not a recognized system of medicine in

terms of section 2 (h) of the clinical Establishments Act,2010 120
8 Mortuary service 10

SOLUTION: All the amounts given above are exclusive of GST. Rate of GST - 18%

Particulars Rs. in lakhs
1 Palliative care for terminally ill patient's home -
2 Service provided by cord blood bank way of preservation of stem cells =
3 Hair transplant service 100.00
4 Ambulance service to transport critically ill patient from various locations to nursing
home i
5 Naturopathy treatments -
6 Plastic surgery to restore anatomy of a child affected due to an accident i
7 Pranic surgery to restore anatomy of a child affected due to an accident 120.00
8 Mortuary services .
Total Taxable Value of Supply 220.000
GST payable @ 18% 39.60

UNDER THE REHABILITATION COUNCIL OF INDIA ACT, 1992
Services provided by rehabilitation professionals recognised under the Rehabilitation Council of India Act, 1992 by
way of rehabilitation, therapy or counselling and such other activity as covered by the said Act at medical

establishments, educational institutions, rehabilitation centres established by Central/State Government/ Union
territory or an entity registered under section 12AA/12AB of the Income Tax Act, 1961 [Effective from 01.01.2019].

75.SERVICES PROVIDED BY OPERATORS OF
THE COMMON BIO-MEDICAL WASTE
TREATMENT FACILITY TO A CLINICAL
ESTABLISHMENT BY WAY OF TREATMENT
OR DISPOSAL OF BIO-MEDICAL WASTE g
OR THE PROCESSES INCIDENTAL F¥
THERETO. '

76.SERVICES BY WAY OF PUBLIC CONVENIENCES SUCH AS
PROVISION OF FACILITIES OF BATHROOM, WASHROOMS,
LAVATORIES, URINAL OR TOILETS.
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77.SERVICES BY UNINCORPORATED BODY OR NON PROFIT ENTITY TO ITS OWN MEMBERS

Unincorporated

LA i | Provide Service to » Its own members

[311414% l

By way of Reimbursement of Charges on share of contribution.
- As a Trade Union

For the provision of carrying out any activity which is
exempt from levy of GST.
Up to an amount of Rs. 5,000/ per month per
member (sourcing of goods and Services) for the
Common use of its members in a housing society or
residential complex.

EXAMPLE:

The Resident Welfare Association (RWA) of Blue Galaxy Housing Society in Mumbai provides the following
information with respect to the various amounts received by in the month of November, 2017.

Particulars Rs
Monthly subscription collected from member families (Rs. 8,000 each from 100 families) 8,00,000

Electricity charges levied by State Electricity Board on the members of RWA [The same was
collected from members and remitted to the Board on behalf of members.] 3,50,000

Electricity charges levied by State Electricity Board on the RW in respected of electricity
consumed or common use of lifts and lights in common area. [Bill was raised in the name of
RWA. RWA collected the said charges by apportioning them equally among 100 families and
them, remitted the same to the Board.] 4,32,400

Proceeds from sale of entry tickets to a musical performance conducted by the RWA in the
park of Blue Galaxy Housing Society [where the consideration for admission is not more than
Rs. 100 per person] 40,000

Other service to non-members 2,92,000
Compute the value of taxable supply and GST liability of RWA of Blue Galaxy Housing Society for the month of
November, 2017
Notes:

(i) Wherever applicable, GST is included in the receipts of RWA.
(ii) Wherever applicable, the time of supply falls in the month of November, 2017.
(iii) Rate of GST - 18%.
SOLUTION: Computation of Value of taxable supply and GST liability —
Particulars Rs
Monthly subscription charges (8,000 — 7,500 = 500 x 100) 8,00,000

Amount collected towards electricity charges levied by State Electricity
Board on the members of RWA -

Amount collected towards electricity charges lived by State Electricity

Board on the RWA in respected of electricity consumed for common use of

lifts and lights in common area 4,32,400
[Note - Exemption limit of Rs. 7,500/- has been crossed (4324 + 8000

Monthly Subscription = 12324 per month)]

Proceeds from sale of entry tickets to musical performance held in the park
of the Housing Society -
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(Note — Exempt as per entry no. 81)

Other service to non members (Liable for GST) 2,92,000
Value of taxable Supply inclusive of GST 15,24,400
Value of taxable Supply (Rs. 15,24,400 x 100/118) (rounded off) 12,91,864
GST payable @ 18% 2,32,536

77A.SERVICES PROVIDED BY AN UNINCORPORATED BODY OR A NON-PROFIT ENTITY
REGISTERED UNDER ANY LAW FOR THE TIME BEING IN FORCE, ENGAGED IN,-
(1) ACTIVITIES RELATING TO THE WELFARE OF INDUSTRIAL OR AGRICULTURAL LABOUR

OR FARMERS; OR
(2) PROMOTION OF TRADE, COMMERCE, INDUSTRY, AGRICULTURE, ART, SCIENCE,

LITERATURE, CULTURE, SPORTS, EDUCATION, SOCIAL WELFARE, CHARITABLE

ACTIVITIES AND PROTECTION OF ENVIRONMENT,
TO ITS OWN MEMBERS AGAINST CONSIDERATION IN THE FORM OF MEMBERSHIP FEE

UPTO AN AMOUNT OF " 1000/- PER MEMBER PER YEAR.

78.SERVICES PROVIDED BY A PERFORMING ARTIST

If amount Charged is not exceeding Rs. 1,50,000 for a performance

NOTE:

1. However, the exemption shall not apply to service provided by such artist as a brand ambassador.

2. Al other activities by an artist in other art forms e.g. western music or dance, modern theatres, performance
of actors in films or television serials would be taxable.

EXAMPLE:
1) Mr. Nawassudin a performing artist, provides the following information relating to December, 2017.
Receipts from:

Particulars Rs

Performing classical dance 98,000
Performing in television serial 2,80,000
Services as brand ambassador 12,00,000
Coaching in recreational activities relating to arts 2,10,000
Activities in sculpture making 3,10,000
Performing western dance 90,000

Determine the value of taxable supply and GST payable by Mr. Nawassudin for December, 2017. GST @ 18% has
been charged separately, wherever applicable.

SOLUTION: Computation of Value of taxable supply and GST liability —

()



EXEMPTIONS FROM GST

Particulars Rs
Classical dance performance Nil
Performance in television serial [Taxable since not covered in folk or classical art forms]
Service as brand ambassador 2,80,000
Coaching in recreational activities relating to arts 12,00,000
Sculpture making activities [Taxable as it is an activity in still art form] Exempt
Western dance performance [Taxable since not covered in folk or classical art forms] 3,10,000
90,000
Value of taxable supply 18,80,000
GST payable @ 18% 3,38,400

2) RXL Pvt. Ltd. manufactures beauty soap with the brand name ‘Forever Young'. RXL Pvt. Ltd. has organized
a concert to promote its brand. Ms. Ahana Kapoor, its brand ambassador, who is a leading film actress, has
given a classical dance performance in the said concert. The proceeds of the concert worth Rs. 1,20,000 will
be donated to a charitable organization. Whether Ms. Ahana Kapoor will be required to pay any GST?

ANSWER:

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 more than Rs. 1,50,000. However, such

exemption is not available in respect of service provided by such artist as a brand ambassador.

Since Ms. Ahana Kapoor is the brand ambassador of ‘Forever Young' soap manufactured by RXL Pvt. Ltd., the services

rendered by her by way of a classical dance performance in the concert organized by RXL Pvt. Ltd. to promote its brand

will not be eligible for the above-mentioned exemption and thus, be liable to GST. The fact that the proceeds of the
concert will be donated to a charitable organization will not have any bearing on the eligibility or otherwise to the
above-mentioned exemption.

79.SERVICES BY WAY OF ADMISSION TO A MUSEUM, NATIONAL PARK, WILDLIFE
SANCTUARY, TIGER RESERVE OR ZOO

79A. SERVICES BY WAY OF ADMISSION TO A PROTECTED MONUMENT SO DECLARED UNDER
THE ANCIENT MONUMENTS & ARCHAEOLOGICAL SITES & REMAINS ACT, 1958 OR AN

STATE ARCHAEOLOGICAL & REMAINS ACT 1958, OR ANY STATE ACTS FOR THE TIME
BEING IN FORCE

80.COACHING, TRAINING RELATING TO ARTS, CULTURE & SPORTS BY CHARITABLE
ENTITIES REGISTERED U/S 12AA/12AB OF INCOME TAX ACT
Services by way of training or coaching in recreational activities relating to -
L Arts or culture;
il. Sports by charitable entities registered u/s 12AA/12AB of the Income Tax Act.;
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81.SERVICES BY WAY OF RIGHT TO ADMISSION
Services by way of right to admission to-
L. circus, dance, or theatrical performance including drama or
ballet;
il. award function, concert, pageant, musical performance or
any sporting event other than a recognised sporting event;

ill. recognised sporting event,
iv. Planetarium
where the consideration for admission is not more than Rs-

250 Mper person as referred to in (a), (b), (c) and (d)
above.

82A. Services by way of right to admission to the events organised under of FIFA U-17 Women’s
World Cup 2020

82B. AFC Women's Asia Cup 2022 (chapter 9996) (NIN 0712021-CT(R) dt 301091207: Services by way of right to
admission to the events organised under AFC Women's Asia Cup 2022.

SOME OTHER EXEMPTION NOTIFICATION

GRANT OF LICENSE OR LEASE TO EXPLORE OR MINE PETROLEUM CRUDE OR NATURAL GAS OR BOTH

Supply of services by way of grant of license or lease to explore or mine petroleum crude or natural gas or both, from
so much of the central tax as is leviable on the consideration paid to the Central Government in the form of Central
Government's share of profit petroleum as defined in the contract entered into by the Central Government in this behalf.

Supply of Services by way of Grant of License / Lease to
explore or mine petroleum crude or Natural Gas or Both.

SUPPLIER RECIPIENT

4 |

CONSIDERATION

CG Shares of Profit Petroleum

MEANING OF PROFIT PETROLEUM: Profit Petroleum is in the nature of non-tax revenue receivable by the CG out of
the profit generated on account of production of crude oil & natural gas from the fields awarded by the Government
under a production sharing contract.

ROYALTY AND LICENCE FEE INCLUDED IN TRANSACTION VALUE UNDER RULE10(1)(C) OF CUSTOMS

VALUATION RULES — EXEMPTION FROM IGST [NOTIFICATION NO.6/2018-IT (RATE) DATED 25-01-
The Central Government has exempted the integrated tax on the supply of services, imported into the territory of India,
covered by sub-items (c) of item 5 of schedule Il to the CGST Act,2017 (ie. temporary transfer or permitting the use or
enjoyment of any intellectual property right), to the extent of the aggregate of the duties of customs leviable under

()



EXEMPTIONS FROM GST

Section 3(7) of the Customs Tariff Act, 1975, on the consideration declared under section 14(1) of the Customs Act, 1962
towards royalties and license fees included in the transaction values as specified under Rule 10(1)(c) of the Custom
Valuation (Determination of value of imported goods) Rules, 2007 on which the appropriate duties of Customs have
been paid.

1) REVERSE CHARGE ON PROCUREMENTS MADE FROM UNREGISTERED PERSONS DEFERRED TILL
SEPTEMBER 30, 2019

Intra-State supplies of goods or services or both received by a registered person from any unregistered supplier,
are exempt from the whole of the central tax leviable thereon under section 9(4) till 30.09.2019 [Notification
No.8/2017 CT (R) dated 28.06.2017].

Inter-State procurements made by a registered person from an unregistered person are also exempted from
IGST till 30.09.2019 vide Notification No. 32/2017 IT (R) dated 13.10.2017.

2) INTRA-STATE SUPPLIES RECEIVED BY A TDS DEDUCTOR FROM ANY UNREGISTERED SUPPLIER
EXEMPT FROM CGST

Intra-State supplies of goods or services or both received by a deductor under section 51, from any unregistered
supplier,

is exempt from the whole of the central tax leviable thereon under section 9(4),

subject to the condition that the deductor is not liable to be registered otherwise than under section 24(vi)
[Notification No.9/2017 CT (R) dated 28.06.2017].

3) SERVICES PROVIDED BY ANY PERSON TO SEZ UNIT / DEVELOPERS.

All services imported by a unit/developer in the Special Economic Zone (SEZ) for authorized operations are exempt
from the whole of the Integrated Tax leviable thereon under Section 3(7) of the Customs Tariff Act, 1975 read with
Section 5 of the IGST Act.

SERVICES EXEMPT SPECIFICALLY FROM IGST

NOTE: THE ABOVE MENTIONED SERVICES HAVE BEEN EXEMPTED FROM BOTH CGST / SGST . APART FROM THIS,
LIST OF SERVICES EXEMPTED FROM IGST ALSO INCLUDE THE FOLLOWING SERVICES:

1. SERVICES RECEIVED FROM A PROVIDER OF SERVICE LOCATED IN A NON- TAXABLE
TERRITORY

Services received from a provider of service located in a non- taxable territory by —
a) the Central Government, State Government, Union territory, a local authority, a governmental authority or an
individual in relation to any purpose other than commerce, industry or any other business or profession;
b) an entity registered under section 12AA of the Income-tax Act, 1961 for the purposes of providing charitable
activities; or
(ba) way of supply of online educational journals or periodicals to an educational institution ther than an
institution providing services by way of-

() pre-school education and education up to higher secondary school or equivalent; or
(i) education as a part of an approved vocational education course;
€) a person located in a non-taxable territory.

EXCEPTIONS: However, the exemption shall not apply to —
() online information and database access or retrieval services received by persons specified in entry (a) or entry
(b),* or
(i) services by way of transportation of goods by a vessel from a place outside India up to the customs station of
clearance in India received by persons specified in the entry.

*SEC 14 of IGST ACT, 2017

Supplier is liable to pay tax,
On supply of Online Information and Database access or retrieval services (OIDAR)
by any person located in a non-taxable territory and
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received by a non-taxable online recipient (NTOR),
the supplier of services located in Non-taxable territory shall be the person liable for paying integrated tax on such
supply of services.

2. SERVICES RECEIVED BY THE RBI, FROM OUTSIDE INDIA IN RELATION TO
MANAGEMENT OF FOREIGN EXCHANGE RESERVES.

3. SERVICES PROVIDED BY A TOUR OPERATOR TO A FOREIGN TOURIST IN
RELATION TO A TOUR CONDUCTED WHOLLY OUTSIDE INDIA.

PAYIVIEN NINDIAN RUF

NOW IT CAN BE TREATED AS EXPORT SERVICE SUBJECT TO FULFILLMENT OF OTHER

CANSERVICES SUPPLIED BY AN ESTABLISHMENT OF A PERSON IN INDIA TO AN
STABLISHMENT OF THAT PERSON OUTSIDE INDIA, WHICH ARE TREATED A
STABLISHMENTS OF DISTINCT PERSONS [IN ACCORDANCE WITH EXPLANATION 1 1
ECTION 8 OF THE IGST ACT] PROVIDED THE PLACE OF SUPPLY OF THE SERVICE IS
UTSIDE INDIA [IN ACCORDANCE WITH SECTION 13 OF IGST ACT].

(JMIMPORT OF SERVICES BY UNITED NATIONS OR A SPECIFIED INTERNATIONA
RGANISATION FOR OFFICIAL USE OF THE UNITED NATIONS OR THE SPECIFIED
NTERNATIONAL ORGANISATION.

PECIFIED INTERNATIONAL ORGANISATION MEANS AN INTERNATIONAL ORGANISATION
ECLARED BY THE CENTRAL GOVERNMENT IN PURSUANCE OF SECTION 3 OF THE UNITED
NATIONS (PRIVILEGES AN D IMMUNITIES ACT) 1947, TO WHICH THE PROVISIONS OF THE
CHEDULE TO THE SAID ACT APPLY.

YARIMPORT OF SERVICES BY FOREIGN DIPLOMATIC MISSION OR CONSULAR POST IN INDIA,

OR DIPLOMATIC AGENTS OR CAREER CONSULAR OFFICERS POSTED THEREIN SHALL B

THAT THE FOREIGN DIPLOMATIC MISSION OR CONSULAR POST IN INDIA, OR
DIPLOMATIC AGENTS OR CAREER CONSULAR OFFICERS POSTED THEREIN, AR
ENTITLED TO EXEMPTION FROM INTEGRATED TAX, AS STIPULATED IN THE
CERTIFICATE ISSUED BY THE PROTOCOL DIVISION OF THE MINISTRY OF EXTERNA
AFFAIRS, BASED ON THE PRINCIPLE OF RECIPROCITY;

1) THAT THE SERVICES IMPORTED ARE FOR OFFICIAL PURPOSE OF THE SAID FOREIG
DIPLOMATIC MISSION OR CONSULAR POST; OR FOR PERSONAL USE OF THE SAID
DIPLOMATIC AGENT OR CAREER CONSULAR OFFICER OR MEMBERS OF HIS OR HER
FAMILY.

1) THAT IN CASE THE PROTOCOL DIVISION OF THE MINISTRY OF EXTERNAL AFFAIRS
AFTER HAVING ISSUED A CERTIFICATE TO ANY FOREIGN DIPLOMATIC MISSION OR

()

" 4.48
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CONSULAR POST IN INDIA, DECIDES TO WITHDRAW THE SAME SUBSEQUENTLY, |
SHALL COMMUNICATE THE WITHDRAWAL OF SUCH CERTIFICATE TO THE FOREIGN

BE AVAILABLE FROM THE DATE OF WITHDRAWAL OF SUCH CERTIFICATE.

8. SERVICES PROVIDED BY PERSON TO SEZ UNIT / DEVELOPERS
All services imported by a unit/developer in the Special Economic Zone (SEZ) for authorized operations are exempt
from the whole of the intregrated Tax leviable thereon under section 3(7) of the Customs Tarriff Act, 1975 read with
Section 5 of the IGST Act.

ADDITIONAL EXEMPTION IN CASE OF SUPPLY OF GOODS (LOTTERY)

Supply of Lottery by any person other than State Government / Union Territory / Local Authority subject to the condition

that the supply of such lottery has

suffered appropriate GST when

supplied

by the State Government, Ulnion
Territory, Local Authority

to the lottery distributor or

selling agent appointed by the

EXEMPT | EXEMPT

State Government, Union LOTTERY LOTTERY DISTRIBUTOR LOCAL AGENT MR. ‘A’ LOCAL AGENT MR. ‘B’
. . SUPPLIER OR SELLING AGENT
Territory, Local Authority
GST
PAYMENT

warha
Government of India

SOME CLARIFICATIONS ISSUED BY ICAI FOR MAY/ NOV 2020

Clarification regarding applicability of GST on delayed payment charges in case of late
payment of Equated Monthly Instalments (EMI)

Issue : Whether GST is applicable on addition / penal interest on the overdue loan ? Whether such penal
interest would be exempt under Entry 27 of exemption notification or it would be taxable treating it as
consideration for liquidated damages.

Clarification : As per the provisions of section 15(2)(d) of the CGST Act, the value of supply shall include
interest or late fee or penalty for delayed payment of any consideration for any supply.

There are two transaction options involving EMI that are prevalent in the trade .In view of the provisions
of law discussed in preceding para, these two options. Alongwih the GST applicability on them, have
been explained with the help of illustrations as under

()
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lllustration -1 : X sells a mobile phone to Y. The cost of mobile phone is Rs. 40,000/-.However, X gives Y
an option to pay in installments, Rs. 11,000/- every month before 10%" day of the following month, over
next four months (Rs. 11,000/- x 4 = Rs. 44,000/- ).As per the contract, if there is any delay in payment
by Y beyond the scheduled date. Y would be liable to pay additional penalty interest amounting to Rs.
500/- per month for the delay. In some instances, X is charging Y Rs. 40,000/- for the mobile and is
separately issuing another invoice for providing the services of extending loons to Y, the consideration
for which is the interest of 2.5% per month and an additional penal interest amounting to Rs. 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 [in terms of section
15(2)(d)]. 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 value of the mobile.
Inspective of the manner of invoicing.

lllustration -2 : X sells a mobile phone to Y. The cost of mobile phone is Rs. 40,000/- 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 loan and n additional/penal
interest @ 1.25% per month 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 case, the ‘peal interest’
charged thereon on a transaction between Y and M/S. ABC Ltd. would not be subject to GST as the same
would be covered under said exemption entry. However, M/S.ABC Ltd. levies any service fee / charge or
any other charges, if any, in respect of the transaction related to extending deposits. Loans or advances
does not qualify to be interest as defined in exemption notification, and accordingly will not be exempt.

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

Clarification on applicability of GST exemption to the DG Shipping approved maritime courses
conducted by Maritime raining Institutes of India

Maritime Training Institutes are educational Institution under GST Law and the courses conducted by
them are exempt from levy of GST subject to fulfillment of other conditions specified under entry 66 of
the exemption notification.

Clarification on the effective date of insertion of explanation in notification

Section 11(3) of CGST Act provides that the Government may insert an explanation in any notification
issued under section 11, for the purpose of clarifying its scope or applicability, at any time within 1 year
of issue of the notification and every such explanation shall have effect as if it had always been the part
of the first such notification.

For Example, the principal Notification No. 11/2017 CT (R) dated 28.06.2017 came into force with effect
from 1.07.2017.Therefore , a new entry — Entry no. 3(vi)) is inserted w.e.f. 21.09.2017. Subsequently, an
explanation is also inserted with respect to entry no. 3(vi) on 26.07.2018. Although the effective date
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mentioned in the notification which inserted said explanation is 27.07.2018, said explanation will be
effective from the inception of entry in notification i.e. 21.09.2017 and not 27.07.2018.

Clarification on Issues related to GST on monthly subscription/contribution charged by a
Residential Welfare Association from it members.

[ Resident Welfare Association ]

v v
Aggregate turnover of RWA < 20 L | Aggregate turnover of RWA > 20 L
v v
Registration not required Registration Compulsory u/s 22 of
v CGST Act, 2017
Monthly Maintenance Charges )
is Rs. 7500, less than 7500, or |
v v
more than 7500 Monthly Maintenance
Charges Per Member < Rs. Monthly Maintenance
v Charges Per Member > Rs.
NO GST 7500/- 7500/-
v
NOTE :
Exempt No Exempt ‘
v
When a person owns 2 or more flats in the housing society/ Residential * RWA’s are entitled to take
Complex The ceiling of Rs. 7500/- per month per member shall be ITC of GST paid by them on
applied separately for each residential apartment owned by him. Capital Goods or Goods &
Input Services
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Check your knowledge

PARTICULARS TAXABLE/EXEMPT

1. X & Co provides services of Advancement of Yoga Taxable

2. ATrustregistered u/s 12AA of IT Act, 1961 provide services of advancement
of Educational Programme or Skill Development Programme to persons Taxable
over the age of 65 years in Mumbai

3. Services by way of Transfer of Going Concern Exempt

4. Works Contract Service provided to Central Government in relation to any

function entrusted to a Panchayat under article 243G (Value of Goods > Taxable
25%)
5. Service by governmental authority in relation to Panchayat Function under E t
Article 243G xemp
6. Service provided by Postal Department to Local Authority
Registered Post Exempt
Speed Post Taxable
7. Services provided by Postal Department to Business Entity
Speed Post - Rs. 1500 Taxable
Speed Post — Rs. 6000 Taxable

8. Service of Renting of Immovable Property provided by Government to

Business Entity having T/O of Rs. 8 Lakhs in Previous Year. Taxable
9. Service provided by Government to another Government
Postal Department (Speed Post) Exempt
Transportation of Goods by
- Inland Waterways Exempt
- R?i'- Taxable
oLl Taxable
10. Services provided by Government to Business Entity where T/O in Preceding
Financial Year is Rs. 45 Lakhs
Postal Department (Express Parcel) - Rs. 4000 Taxable
Security Supply — Rs. 4500 Exempt
11. Service provided by Pure Labour Contract of Repair & Maintenance of Exempt
Residential Units under Pradhan Mantri Awas Yojana P
12. Repair & Maintenance of Single Residential Unit Taxable
13. Renting of Residential Property for Commercial Purpose Taxable
14. Renting of Rooms in Tirupati Balaji Mandir and charges of Room Rs. 1000 Taxabl
per day. Temple registered u/s 12AA of IT Act, 1961 axable
15. Conduct a religious ceremony by Panditji Rs. 150000 Exempt
16. Renting of Hotel where Actual Tariff E
xempt

a) 999
b) 1000 Exempt
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c) 1001 Taxable

17. Transportation of passengers by Air and Freight Rs. 4000

a) Mumbai Himanchal Pradesh Taxable
b) Mumbai Bagdogra Exempt
¢) Mumbai Arunachal Pradesh Exempt
d) Arunachal Pradesh Delhi Exempt
e) Delhi Himachal Pradesh T
axable

18. Services provided to CG for transportation of passengers by Air, Embarking
/ Terminating at Regional Connectivity Scheme Airport, against Exempt
Consideration in form of VGF

19. Transportation of Passengers

AC Stage Carriage Taxable

Non-AC Contract Carriage Exempt

Metro Exempt

Cruize from Mumbai Taxable

Second Class Sleeper (Non-AC Railway) Exempt

E-Rickshaw Exempt
20. Services by way of transportation of goods by an aircraft Taxable

Mumbai - Jaipur

Dubai - Mumbai Exempt
21. Services by transportation of goods by vessels from US India Taxable
22. Transportation of Goods
a) by GTA

Agricultural Produce - Rs.2000 Exempt

Rice - Rs. 3000 Freight Exempt

Relief Material - Rs. 700 Exempt

Railway Equipment & Railway Material Taxable
b) by Vessels (Not Inland Waterways)

Railway Equipment & Railway Material Exempt

Organic Manure Exempt

Oil Cake Taxable
c) by Air

Newspaper & magazines (Mumbai Delhi) Taxable

Relief Material (Dubai Mumbai) Exempt
23. Giving Motor Vehicle (Trucks) to State Transport Undertaking on Hire Basis Taxable
24. Giving Motor Vehicle on hire basis to GTA and seating capacity more than

25 Taxable
25. Giving Motor Vehicle on hire basis to State Transport Undertaking where Taxabl
seating capacity is 12 including Driver axabte

26. R Ltd. Appointed to ABC & Co. for collection of Toll Charges on its behalf. Exempt

Total amount of Toll Charges Rs. 10 Lakhs
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27. In connection to Q. 26, R Ltd. Paid Rs. 50000 to ABC & Co. as Commission Taxable
28. Warehousing charges / Storage Charges of Rice Rs. 25000 Exempt
29. Distribution of electricity by Housing Society to its members through DG E

Set and charges Rs. 3000 p.m. per member e

30. Distribution of Electricity by State Electricity Board Exempt

31. Service of Technical Consultancy provided to
Foreign Diplomats Taxable
RBI Taxable
Business Entity Taxable

32. Interest charged by Bank on Credit Card Loan Taxable

33. Commission on Foreign Currency Exchange in between
Bank to Mr A Taxable
Mr A to Authorized Dealer Taxable
Bank to Bank Exempt
Authorized Dealer to Bank Exempt

34. Life Insurance service under National Pension Scheme Exempt

35. Service provided by Employee’s Provident Fund Organization Exempt

36. Investors Protection Services by SEBI Exempt

37. Services by an Acquiring Bank to any person in relation to a settlement of Taxabl

amount Rs. 3000 in a single transaction through Credit Card axable

38. Service provided by Business Facilitator
To Bank (Mumbai) Taxable
To Insurance Co. (Rural Area) Exempt
To Government (Mumbai) Taxable
To Business Entity (Rural Area) Taxable

39. Services by way of Leasing of Industrial Plots by SIDC,

a. Lease Period - 20 years Taxabl
Upfront Payment Rs. 500 Lakhs Taxable
Other than Upfront Payment Rs. 40 Lakhs yearly p.a. b. axable

Lease Period - 35 years
Upfront Payment Rs. 5 Cr Exempt
Other than Upfront Payment Rs. 40 Lakhs yearly p.a. Taxable

40. Services provided by an incubate to incubator where Previous Year T/O is

Rs. 40 Lakhs. Incubator &Incubatee entered into contract n 2013-14 i.e. 3 Taxable
years completed

41. Legal Services provided by Senior Advocate to other advocate whose T/O in Taxabl

Previous Year is Rs. 25 Lakhs axabte

42. Other than Senior Advocate provides service to other advocate whose E ¢

previous year T/O is Rs. 25 Lakhs xemp
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43. Services provided by para medics to Mr. X (DNA Test Bio logical father) Taxable

44. Collection of News from Independent Journalist Exempt

45. Services provided by Public Library

AC Library Exempt
Non-AC Library Exempt
46. Commission on selling of Rice in Primary Market Taxable

47. Services in relation to Fruits & vegetables

Pre-conditioning Exempt
Labelling Exempt
48. Commission on selling of Paddy in Primary Market Exempt

49. Tour conducted by a Private Tour Operator (Mumbai)

For foreign tourist, in China Exempt
For Indian Tourist, in Switzerland Taxable
For India tourist, KailashMansarovaryatra Taxable
Foreign Tourist in Mumbai Taxable
Foreign Tourist for Haj yatra Exempt
Foreign Tourist for India Srilanka tour Taxable
50. Services provided by Locat Authority to business entity by way of Right to Taxabl
use of Natural Resource 1/4/2018 axabte
51. Services provided by Educational Institution to its Students (Educational
- Exempt
Institution — Colleges)
52. Cleaning services provided to colleges (Above higher secondary) Taxable
53. Services provided to educational institution upto Higher Secondary -
. o Taxable
Renting of Building
54. Services provided by a Team Manager to Recognized Sports Body Exempt
55. Services provided by Team Selector to Recognized Sports Body Taxable
56. Services provided by Commentator to RSB Taxable
57. Services provided by Curator to RSB Taxable
58. Service provided by NSDC Exempt
59. Services provided by way of Vocational Training Programme by Deen Dayal E ¢
Upadhyay Gramin Kaushalya Yojana xemp
60. X & Co. provides service of training programme to State Government and Exempt

Total Expenditure is borne by State Government
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61. Services provided by the Cold Blood Banks by way of preservation of Stem

Cells T
62. Services provided by performing artists
Folk Dance Rs. 150000 Exempt
Classical Music Rs. 160000 Taxable
Western Dance Rs. 25000 Taxable
63. X & Co. provides coaching of Sports Taxable
64. A Trust registered u/s 12AA of the IT Act, 1961 provides coaching of E "
Western Dance to Mr. B xemp
65. Service provided by NTT Person from outside India to RBI (Foreign E
xempt

Exchange Management Service)

66. Services provided by Non Taxable Territory Person from Outside India to
SEBI Taxable
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SOME EXAM ORIENTED MCQ's

1. Kesar Maharaj, a registered supplier, gave a classical dance performance in an auditorium. The
consideration charged for the said performance is Rs. 1,60,000. Such performance is not for
promotion of any product/services. Rate of CGST and SGST on such services is 9% each. Assuming
the services supplied by him to be intra-State supplies, which of the following statements are true?

(a) GST liability of Kesar Maharaj is Nil as services provided by him are exempt.
(b) Kesar Maharaj is liable to pay CGST and SGST of Rs. 14,400 and Rs. 14,400 respectively.
(c) Kesar Maharaj is liable to pay CGST and SGST of Rs. 900 and Rs. 900 respectively

(d) None of the above.

2. Compute the value of ‘exempted supply’ for purpose of section 17(2) of the CGST Act, 2017 from
the following details:

(i) Value of alcoholic liquor for human consumption: Rs. 1,50,000
(ii) Value of architect services supplied: Rs. 2,00,000
(iii) Securities of face value of Rs. 1,00,000 sold for Rs. 95,000

(a) Rs. 1,50,000
(b) Rs. 2,50,000
(c) Rs. 2,45,000
(d) Rs. 1,50,950

3. Which of the following services provided by Good Health Care Nursing home are not exempt?

(1) Reiki healing treatment.

(2) Plastic surgery conducted to repair cleft lip of a new born baby.

(3) Air ambulance services to transport critically ill patients from distant locations to Good
Health Care Nursing home.

(4) 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 life-threatening disease but the goal of such care is not to cure the disease).

(5) Alternative medical treatments by way of Ayurveda.

(@) (1) and (3)
(b) (2) and (4)

OXQ)
(d) (1), (4) and (5)

4. Open area in the precincts of a temple has been rented for a marriage for a day. In which of the
following cases, such renting is exempt from GST?

(@) Temple is owned by Sanatan Charitable Trust (registered under section 12AA of the Incometax Act,
1961) and consideration charged is Rs. 9,000.

(b) Temple is owned by Sanatan Charitable Trust (registered under section 12AA of the Incometax Act,
1961) and consideration charged is Rs. 11,000.

(c) Both (a) and (b).

(1) (d) None of the above.
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5. Which of the following activity is taxable under GST?

(1) Supply of food by a hospital to patients (not admitted) or their attendants or visitors

(ii) Transportation of passengers by non-air-conditioned railways

(iii) Services by a brand ambassador by way of folk dance performance where consideration
charged is Rs. 1,40,000.

(iv) Transportation of agriculture produce by air from one place to another place in India

(v) Services by way of loading, unloading, packing, storage or warehousing of rice

(vi) Service provided by GTA where consideration charged for transportation of goods for a single
carriage is Rs. 900

@) (©, (v), (vi) (b)
(W), (iv), (v) (c)
(©), (i), (iv)
(d) (iv), (v)
6. Which of the following activities are exempt from GST?
(a) Religious pilgrimage organised by Todarmal Charitable Trust.
(b) Loading, packing and warehousing of jaggery and pulses.
(c) Milling of paddy into rice.
(d) None of the above.
7. Which of the following statements is true?

1. Services provided by Government ITIs to individual trainees are exempt from GST.
Services provided by the State Governments and Private Service Providers by way of
transportation of patients in ambulance are exempt from GST.
3. Services of renting of shops in a hospital are exempt from GST being health care services.
4. Services provided by Police to PSUs are taxable.

(@1.,2 &4.

(b) 2., 3. &4.

(c)3. &4

(d) All of the above.

8. M/s. Dev Bhoomi Rice (P) Ltd., a registered person under GST, is providing services of processing of
milling of paddy into rice, loading, unloading, packing, storage and warehousing of rice in the State
of Chhattisgarh. The company has made following supplies during the tax period of April, 2018 to
September, 2018:

() Loading and unloading of rice: Rs. 50,00,000/-.
(i) Packing and warehousing of rice: Rs. 30,00,000/- .
(iii) Processing services of milling of paddy into rice: Rs. 1,00,00,000/-.

Determine the amount of GST payable on the above supplies assuming rate of tax as 5%.
(a) Rs. 32,40,000/-

(b) Rs. 9,00,000/-

(c) Rs. 5,00,000/-

(d) Rs. Nil/-




INDIRECT TAXATION LAW [VOLUME - 1]: PART | - GOODS & SERVICE TAX ACT

9. Bombay Municipal Corporation (BMC) has invited online bids for maintenance of bus stops for a
period of one year from 1-Jan-2018 to 31-Dec-2018. The work involves composite supply of goods
and services and supply of services being the principal supply in which the value of goods
constitutes 25% of the total value of composite supply.

Mr. Akshay Kumar, Managing Director of Khiladi Contractors (P) Ltd., located and registered in GST
in Gujarat, wants to bid for the same. He seeks your opinion to determine the taxability of the above
to quote the best price.

(a) Not Taxable

(b) GST payable

(c) Exempt

(d) None of the above

10. Mr. Happy Singh is a resident of Chandigarh. The marriage of his daughter, Khushi Kaur, has been
finalized with Mr. Lovely Singh, a NRI settled in Canada. The marriage is scheduled on 14-Feb-2019
in Chandigarh. Mr. Happy Singh wants to send 5,000 marriage invitation cards to all his relatives
and friends to attend the marriage. He has to send the invitation by speed post. He is not sure about
the taxability of speed post services under GST regime. He seeks your help in determining the
applicability of GST on speed post.

(a) GST payable

(b) Non Taxable

(c) Exempt

(d) None of the above

11. Mr. Khiladi Kumar, is the Managing Director of Khiladi Equipments (P) Ltd. The Company is located
and registered in GST with office and factories in Mumbai. Mr. Khiladi Kumar, has decided to send
food grains and other relief materials worth Rs. 50,00,000/- and Rs. 20,00,000 respectively through
railway and airways to the cyclone hit victims in Kerala in the month of November, 2018. The
Company has contacted Super Airlines and Indian Railways to transport the materials from Mumbai
to Kerala and price for the same has been determined as Rs. 10,00,000/- by air and Rs. 50,000/- by
railways excluding taxes.

Mr. Khiladi Kumar, seeks your help to determine what amount of GST is to be paid to Go Air and
Indian Railways if applicable GST rate is 18%.

(a) Super Airlines: Rs. 1,80,000/-; Indian Railways: NIL
(b) Super Airlines: Rs. 1,80,000/-; Indian Railways: Rs. 9,000
(c) Super Airlines: Nil; Indian Railways: Rs. 9,000/-

(d) Super Airlines: Nil; Indian Railways: Nil

12. Mr. Manjot Singh Sidhu is a trader supplying goods from his firm M/s. Singh Traders. The office of
the firm is located in Delhi whereas the godowns are located in the State of Uttar Pradesh, Punjab
and Jammu & Kashmir (J & K). M/s. Singh Traders made intra-State supplies from different States
during the period from 1-Jul-2017 to 31-March-2018 as follows:

(0] Delhi-Taxable supplies: Rs. 21,00,000/-.

(i) Punjab-Exempted supplies: Rs. 6,00,000/-.

(i) Uttar Pradesh-Taxable and exempted supplies: Rs. 3,00,000/- each respectively.

(iv) J & K-Taxable and exempted supplies: Rs. 8,00,000/- and Rs. 3,00,000/- respectively.
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Being a GST expert, Mr. Manjot Singh Sidhu seeks your advice to correctly ascertain the States in
which he is required to take registration under GST:

(a) Delhi, Punjab, Uttar Pradesh and J & K
(b) Delhi, Uttar Pradesh and J & K

(c) Delhi and Uttar Pradesh

(d) Delhti

13. Mr. Bulbul Pandey, is an ambulance driver, who lives in the NCT of Delhi. He provides driving
services to Preeti Heart and Lung Institute (PHLI-a super specialty hospital registered in GST in
Delhi) for a consideration of Rs. 25,000/- per month.

Mr. Bulbul Pandey was instructed to pick up a patient in Gurugram to PHLI. While going from Delhi
to Gurugram, he picked up 5 passengers for transportation in the ambulance from Delhi to
Gurugram, and charged Rs. 500/- from them.

Being the GST expert, you are required to ascertain the taxability of transport services provided by
Mr. Bulbul Pandey in the ambulance from Delhi to Gurugram under GST Act, 2017:

(a) Taxable supply
(b) Exempt supply

(c) Not a supply

(d) None of the above

14. Jhulelal Palkiwala & Co. is a firm of advocates registered in GST in the State of Punjab. It provides
legal consultancy services to various clients. It has provided consultancy services of Rs. 50,000 on
5-Sep-20XX to Burger Queen (P) Ltd., a registered business entity located in Sikkim. Burger Queen
(P) Ltd. achieved the turnover of Rs. 15,00,000/- in the preceding financial year. The law firm raised
proper invoice on the Burger Queen (P) Ltd. on 25-Sep-20XX. Calculate the taxability of above
transaction if applicable rate of tax is 18%.

(a) Exempt supply

(b) 9,000 payable by Jhulelal Pakiwala & Co.
(c) 9,000 payable by Burger Queen (P) Ltd.
(d) Non-taxable supply

15. State which of the following statement is correct:

()] Services by any artist by way of performance in folk or classical art forms of music,
dance, or theatre as a brand ambassador if the consideration charged for such
performance is not more than Rs. 150,000/- is exempt.

(i) Services of life insurance business under Life micro-insurance product as approved by
the Insurance Regulatory and Development Authority, having minimum amount of
cover of Rs. 2,00,000/- is exempt

(lii)  Service by an acquiring bank, to any person in relation to settlement of an amount upto
Rs. 2,500/- in a single transaction transacted through credit card, debit card, charge card
or other payment card service is exempt.

(iv) Services provided by a goods transport agency by way of transport in a goods carriage
of, goods, where gross amount charged for the transportation of goods on a
consignment transported in a single carriage does not exceed Rs. 750/- is exempt.

Your options are-
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@ ®
(b) (i), (i)
(©) (@), (i), (v)
(d) None of the above
16. Which of the following activity is taxable under GST?

()] Supply of food by a hospital to patients (not admitted) or their attendants or visitors.

(iD) Transportation of passengers by non-air-conditioned railways

(iii) Services by a brand ambassador by way of folk dance performance where consideration
charged is Rs. 1,40,000.

(iv) Transportation of agriculture produce by air from one place to another place in India

(v) Services by way of loading, unloading, packing, storage or warehousing of rice

(vi) Service provided by GTA where consideration charged for transportation of goods for a
single carriage is Rs. 900

@ . (V). (VD) (b)
(itD), (v), (v) (c)
(®, (i), (iv)

(d) (iv), v)
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- PLACE OF SUPPLY

2= UNDER

CHAPTER OUTLINES

[Sec. 10] : Place of Supply of Goods other than Supply of Goods imported into, or
exported from India.

[Sec. 11]: Place of Supply of Goods imported into or exported from India.

[Sec. 12]: Place of Supply of Services where location of Supplier and Recipientis in

India.
[Sec. 13] : Place of Supply of Services where location of Supplier or location of
recipient is outside India.
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The basic principle of GST is that it should effectively tax the consumption of such supplies at the destination
thereof or as the case may atthe point of consumption. The place of supply provisions determine the place
iLe., taxable jurisdiction where the tax should reach. The place of supply and the location of the supplier are
the two determinants to ascertain the nature of supply ie., whether a supply is intra-State or inter- State. In
other words, these two factors are required to determine whether a supply is subject to SGST/UTGST plus CGST
in a given State/ Union Territory or else would attract IGST if it is an inter-State supply.

If an inter-State transaction is wrongly treated as intra-State or vice-versa and tax paid accordingly, the correct tax
will need to be paid and refund claimed for tax wrongly paid. Though no interest is levied in such a case,
procedural requirements increase and working capital gets blocked where the amount involved is huge.
Hence, determining correct place of supply is of paramount importance.

PROXIES TO DETERMINE PLACE OF SUPPLY OF SERVICES

The various elements involved in a service transaction can be used as proxies to determine the place of supply.
An assumption or proxy which gives more appropriate result than others for determining the place of supply,
can be used for determining the place of supply. The same are discussed below:

(@) location of service provider; (b) location of service receiver;

(c) place where the activity takes place/ place of performance; (d) place where the service is consumed; and
(e) place/person to which/whom actual benefit flows

MEANING OF B2B & B2C
4 B2B

B2B means business to business transaction. In such type of transactions, the recipient is also a registered
supplier and hence, takes ITC.

4 B2C:

B2C means business to consumer transaction. In such type of transactions, the recipient is consumer
or unregistered and hence, will not take or cannot take ITC
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