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supply Under GST

M/s. Veer Ltd. being a Garment manufacturer is located in Mumbai has appointed Mr Rudra to procure garments
based on a specification given by him. As the same kind of garments are not available in area of Mr. Veer, so Mr.
Rudra buys the specified garments on his behalf from M/s XYZ Ltd. and for this activities invoice is issued in the
name of principal.

l) Whether it is to be treated as a supply under GST? Would your answer differ if invoice is issued in name of an
agent Mr Rudra?

2) M/s Veer Ltd. transfers 1000 shirts from his factory located in Mumbai to his retail showroom in Delhi so that
the same can be sold from there. The factory and retail showroom of M/s Veer Ltd are registered in the States
where they are located. Although no consideration is charged, supply of goods from factory to retail
showroom constitutes supply. Justify

3) On occasion of Diwali, M/s Veer Ltd distributes gift hamper to its employee worth ¥3,00,000. Does it qualify
as supply?

Would your answer be different, if gifts of ¥42,000 have been given to aemployee?

What would be your answer if Veer Ltd. pays ¥ 3,00,000 to its employees upon achieving a specified sales
target. The incentive is part of the salary of the employees and applicable tax is deducted at source as per
relevantincome tax provisions.

What would be your answer if Veer Ltd offers its employees ESPP as part of their compensation package.
When an employee decides to purchase these stocks, Dheer Ltd. (Japan based Co — holding company)

directly transfers the shares to the employee. Veer Ltd. reimburses Dheer Ltd. for the cost of these shares on
a cost-to-cost basis & there is no separate commission charged by Dheer Ltd.

4) Further M/s Veer appointed M/s Ram & M/'s Shyam as agents to sell the products on behalf of M/s. Veer with
the conditions that both of them guarantee the realization of payment from buyers. Both M/s. Ram and M/ s.
Shyam provide short-term borrowing facilities to buyers for timely payment of dues against supplies made
to them and for this they charge interest from the ultimate buyer. While M/s. Ram raises invoices in the name
of M/s. Veer and M/s. Shyam raisesinvoices inits own name.

In light of provisions contained in Para 3 of Schedule | of CGST Act, kindly explain treatment of interest
charged by M/s. Ram and M/s. Shyam in above mentioned cases.

5) Along with above, Mr. Veer also provides bus service, meal coupon, telephone at residence, gives vehicle for
official and personal use, uniform, and shoes to its employee. Explain the implication of GST under this case, if:-
a) These perquisites are provided as per the contract entered between employer and employee.

b) These perquisites are provided willingly by employer for better performance of employee without any
agreement

6) M/s Veer Ltd. hires an ambulance for transport facility of a deceased person for performing funeral rituals

7) M/s Veer Ltd. entersinto an agreement for sale of land to Mr Ajay for a consideration

8) M/s Veer Ltd gives clothes from his business stock (on which ITC is taken) to his friend free of cost
permanently.

9) Veer Ltd. entered into a transaction for import of goods from a vendor located in ltaly. Due to financial issues,
Veer Ltd. was not in a situation to clear the goods upon payment of import duty. Veer Ltd. sold the goods to
Paramveer Export House by endorsement of title to the goods, while the goods were in high seas. The agreement
further provided that Veer Ltd. shall purchase back the goods in future from Paramveer Export House.

10) Mr. Veer also donated some money to Jansewa Charitable Trust in the memory of his late father. The Jansewa
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Charitable Trust constructed a room in the school run by it from such donation and wrote “Donated by Mr.
Veer in the memory of his father” on the door of the room so constructed.
Determine whether the above activities fall under the purview of supply as per Section 7 of CGST Act.

Answer:-

(1) |Legal Provision:-

© Section 7(1)(c) read with Para 3 of Schedule | of CGST Act, 2017 states that supply of goods by an agent to
his principal where the agent undertakes to receive such goods on behalf of the principal, shall be treated as
supply even if made without consideration.

9 As per CBIC clarification, if invoice for further supply is being issued by agent in his own name, then this
activity is treated as supply under para 3 Schedule 1, otherwise not.

Discussion:-

2 In the given case, Mr. Rudra (Agent) is appointed just to procure the goods on behalf of Mr. Veer (Principal)
and heis issuing invoice also in name of Mr. Veer (Principal).

< He has notinvolved himselfin the supply or receipt of goods in any way.

< Hence, Mr. Rudrais not an agent of Mr. Veer for the purpose of para 3 of schedulel.

Conclusion:-

i) No, it is not to be treated as a supply as per para 3 of Schedule |. This is because Mr. Rudra (Agent) is issuing
invoice in name of the Mr. Veer (Principal).

i) Yes, if invoice is in the name Mr. Rudra (Agent), then this transaction will be treated as supply as per para 3
of Schedulel.

(2) Legal provision:

2 As per section 7(])(c) read with Para 2 of schedule | of CGST Act, 2017, Supply of goods &/ or services
between distinct person as u/s 25 in the course or furtherance of business shall be treated as supply even
when it is made without consideration.

2 Section 25(4) of CGST Act, 2017 states that if more than one registration is obtained or is required to be obtained
by a person in one or more State, then for each of such registration, he shall be treated as distinct persons.

Discussion & Conclusion:

2 In given case, factory & retail showroom of M/s Veer Ltd. are registered in the States where they are located.
So, both aretreated as establishments of distinct person u/s 25(4).

< Although, no consideration is charged, supply of goods from factory to retail showroom constitutes supply
as per para2 of schedulel stated above asitisin course or furtherance of business.
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Legal Provision:

2 As per section 7(])(c) read with Para 2 of Schedule | of CGST Act, 2017, Supply of goods &/or services
between related personsis treated as supply even if it is without consideration.

2 Proviso to para 2 of schedule | states that if gifts given by employer to an employee are not exceeding ¥
50,000 in valuein a financial year, then it shall not be treated as supply of goods &/ or services.

2 As per explanation to section 15, employer & employee are deemed to be related persons.

S As per CBIC clarification, ESOP/ESPP/RSU is a part of employee's remuneration as per their contract &
thus, itis not a supply as per paralof Schedulelll.

O Securities/shares are neither goods nor services as per the definitions in the GST Act & thus, its sale or
purchaseis not a supply.

Discussion & Conclusion:

1) Diwali gift to employee worth ¥ 3,00,000 will qualify as supply and such supply would be leviable to GST as
the employer & employee are related and value of gift exceeds Rs 50000 in a financial year.

2) If gift of ¥ 42,000 is given instead of ¥ 3,00,000, the same will not qualify as supply. This is because, the
value of gift is not exceeding ¥50,000 in a financial year.

3)
2 In this case, the amount paid as incentive by Veer Ltd. is not in the nature of gift, and thus, is not covered

under Schedulel.
2 Infact, the incentive is part of the salary and is directly linked to the sales target.
< Therefore, the services provided in course or in relation to employment by the employees for which
incentives are given to them shall not be treated as a “supply”.

4) The reimbursement from Veer Ltd. to Dheer Ltd. for the shares transferred to its employees, when done on a
cost-to-cost basis, is not subject to GST. Also, the sale or purchase of shares is not a supply as these are not
goods or services.

(4)

2 M/s.Ram & M/s. Shyam are Del Credere Agents (DCA) as they guarantee payment to the supplier, M/s. Vaar.

< As per Para 3 of Schedule | of the CGST Act 2017, a DCA is considered an agent if it issues the invoice in its own
name.

2 M/s. Shyam issues invoices in its own name, making it an agent under Para 3 of Schedule |, whereas M/s. Ram
issues invoices in M/s. Veer's name, so it is not an agent under this provision.

Tax treatment of interest charged:

2 M/s. Ram (Not an Agent): Interest on short-term credit is an independent supply of service and is exempt
from tax.

o M/s. Shyam (Agent under Para 3 of Schedule I): Interest is subsumed in the value of goods supplied and is
taxable as part of the goods' value.

(5)

Legal Provision:

2As per section 7(2) read with para 1 of Schedule 11l of CGST Act, any service provided by an employee to
employer in the course of or in relation to employment shall be treated neither as a supply of goods nor a
supply of services & thus, not taxable.

2 As per CBIC Clarification, if any perquisites are provided by employer to its employees as per the contractual
agreement between them, such perquisites shall be treated as consideration for employee in relation to his
employment & thus, gets covered under paralof Schedulelll.

< As per para 2 of Schedule | of CGST Act, gift given by employer to an employee exceeding ¥ 50,000 in value in
afinancial yearistreated as deemed supply & thus, taxable under GST.

Discussion & Conclusion:

(a) < Ingiven case, perquisites are provided by employer to employee are as per the contract between them &
isthus provided in relation to employment.

O ltisnottreated as supply under GST as per para 1 of Schedule 11l & not leviableto GST.

(b) < Here, perquisites are provided by employer to employee without any agreement between them & thus,
are not provided inrelation to employment.

2 ltis not covered under para 1 of Schedule 1l & thus, taxable. However, GST is payable on entire value if
such value exceeds ¥50,000 in a financial year for an employee as per para 2 of Schedule l.
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As per section 7(2) read with para 4 of Schedule 11l of CGST Act, Services of funeral including transportation
of the deceased shall be treated neither as a supply of goods nor a supply of services. Thus, thereis no levy of GST
onsuch activity asitis out of scope of supply.

@

As per section 7(2) read with para 5 of Schedule 11 of CGST Act, Sale of land shall be treated neither as a supply
of goods nor a supply of services. Thus, thereis no levy of GST on such activity as it is out of scope of supply.

(8)

Legal Provision:

O As per Section 7(1)(c) read with para 1 of schedule | of CGST Act, permanent transfer or disposal of
business assets where ITC has been availed on such assets shall be treated as supply under GST even when
thereis no consideration involved.

2 So,ifnoITCis availed on such business asset, then it will not be treated as supply under this para.

Discussion & Conclusion:

Business assets also includes stock in trade. Hence, in this case, permanent transfer of business stock free of

cost shall be treated as supply under para 1 of schedule | as the M/s Veer Ltd. claimed input tax credit on his

purchase of that business stock.

(9)

Legal Provision: As per para 8(b) of Schedule 111 to CGST Act 2017, high seas sale transactions i.e. supply of

goods by 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 shall be

treated neither as supply of goods nor as supply of services under GST.

Discussion & Conclusion:

2 Ingiven case, the sale of goods by Veer Ltd. to Paramveer Export House in high seas shall not be liable to GST.

S Further, the import duty including IGST shall be payable by Paramveer Export House at the time of clearance
of goods at port ofimport.

2 In case the goods are sold back by Paramveer Export House to Veer Ltd. at a subsequent point of time, the
same shall be treated as normal domestic sale transaction and GST shall be applicable on the same subject
to other conditions prescribed under GST Law.

(10)

Legal Provision:

2 As per CBIC clarification, it is clarified that in case of donations received by a charitable institution, when the
name of the donor is displayed in recipient institution's premise as an expression of gratitude and public
recognition of donor's act of philanthropy and is not aimed at giving publicity to the donor to advertise or
promote his business, then it can be said that there is no supply of service for a consideration (i.e.
donation).

< Donations received by charitable organisations are treated as consideration only if there exists, quid pro quo,
i.e.,thereis an obligation on part of recipient of donation or gift to supply a service.

2 Thus, GSTis not leviable where all the following three conditions are satisfied namely:
> Gift or donationis made to a charitable organization.

» Payment has the character of gift or donation.
> Purpose s philanthropic (i.e., it leads to no commercial gain) and not advertisement.

Discussion & Conclusion:

< Ingiven case, the way the name of Rudraksh Kapoor is displayed on the door of room constructed in school run
by Jansewa Charitable Trust, it is only an expression of gratitude and public recognition of Veer's act of
philanthropy and is not aimed at advertising or promoting his business.

O Thereis no reference/ mention of his publishing house to be advertised.

9 Thus, the money donated by Mr. Veer is not leviable to GST.

(m)
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