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§ Introduction

» Levy of GST is based upon the term “Supply”. Taxability under the GST depends upon supply of
goods and services.

Excise — Manufacturing of SUPPLY of
goods in India Goods/Services

Service Tax — Rendering of
Service

VAT/CST — Sale of Goods in the
course of Intra State (VAT)/
Inter State (CST) Trade

» The term sale, purchase, seller, buyer, provision of service, manufacture are irrelevant for the purpose of GST
Act,

» So the first step is to determine whether a person, who is engaged in the business has made any supply of goods
and/or services; and whether these supplies are taxable under GST

CA Arun Chhajer



Agenda of Class

7(1)(a) g

7(1)(b) s

. 7(1)(c) o
Section 7

| romsatsuny
omdomion
| mtanion
wo gy
definition 72)(a) _—
of Supply < :
el
Sec 7(3) <
7(3)(b)

5
Not a
Supply

CA Arun Chhajer

e




Meaning of Term Supply

Section 7 of CGST Act,2017 — Scope of supply
(1) For the purposes of this Act, the expression “supply” includes—

Significance of the term of “Inclusive”

Definition The word inclusive in the definition is used to
enlarge the meaning of preceeding word and it is by
way of extension and not by way of restriction and
when it so used these words must be construed as
comprehending, not only the things which they
signify based on their natural import but also those
things which the interpretation clause declares.

Includes

Sometime definition says it means: in this case the
word Is restricted to the scope indicated in the

Exhaustive Inclusive
Definition DIiilaliilelal ) | definition section.
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5 Definition of Supply

Section 7 of CGST Act,2017 — Scope of supply

(1) For the purposes of this Act, the expression “supply”
includes—

(a) All forms of supply of goods or services or both such as
sale, transfer, barter, exchange, licence, rental, lease or
disposal etc.

made or agreed to be made for a consideration by a person in
the course or furtherance of business;

(b) Import of services for a consideration whether or not in the
course or furtherance of business;

(c) The activities specified in Schedule I, made or agreed to be
made without a consideration; and

(d) The activities to be treated as supply of goods or supply of
services as referred to in Schedule II.

In the course or
furtherance of
the business

By a Person

All forms of
Supply

Such as 8 example

like Sale/Transfer
etc.

For a
consideration
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Definition of Supply

Consideration In the course or
furtherance of
business

Supply Sec 7(1)(a) \/ \/
Import of Service Sec 7(1)(b) v X
Activities in Schedule | Sec 7(1)(c) X \/

Schedule Il Sec 7(1)(d)
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ﬁ Essentials of term supply

A. Supply of anything other then goods or services does not attract GST
A. Goods - As per Section 2(52) of the Central Goods and Services Tax (CGST) Act, 2017, unless the context otherwise
requires, the term “goods” means every kind of movable property other than money and securities but includes
actionable claim, growing crops, grass and things attached to or forming part of the land which are agreed to be severed
before supply or under a contract of supply

The above is summarized as under:

Goods include:

e Every kind of movable property

e Actionable claims

» Growing crops, grass and things attached to or forming part of the land which are agreed to be severed
before supply or under a contract of supply.
A goods does not include:

* Money and

* Securities

B. Service — As per Section 2(102) of GST Act: means anything other than goods, money and securities but includes activities
relating to the use of money or its conversion by cash or by any other mode, from one form, currency or denomination, to
another form, currency or denomination for which a separate consideration is charged

CA Arun Chhajer



Definition of Supply

contd....

Section 7

(2) Notwithstanding anything contained in sub-section (1),-
(a) Activities or transactions specified in Schedule III; or
(b) such activities or transactions undertaken by the Central Government, a State
Government or any local authority in which they are engaged as public authorities, as may
be notified by the Government on the recommendations of the Council,

shall be treated neither as a supply of goods nor a supply of services.

(3) Subject to the provisions of sub-sections (1) and (2), the Government may, on
the recommendations of the Council, specify, by notification, the transactions that are to
be treated as—

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

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

CA Arun Chhajer



Activities to be treated as Supply even made without consideration — Schedule |

1. Permanent transfer or disposal of business assets where input tax credit has been availed on such assets.

Example 1 XYZ Enterprises disposes its used Computers (Purchase value Rs. 25000 and ITC already availed Rs.
20000) by giving it to a NGO. The disposal of the Computer is a supply of goods and subjected to GST.

Al BIE 2
= Vi T . & -
s 257 b§ ;
- // VSl B Rental

Disposal of Computer to an NGO
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§ Activities to be treated as Supply even made without consideration — Schedule |

2. Supply of goods or services or both between related persons or between distinct persons as specified in section
25, when made in the course or furtherance of business:

Provided that gifts not exceeding fifty thousand rupees in value in a financial year by an employer to an employee
shall not be treated as supply of goods or services or both. Related Person:-

As per explanations (a) to sec. 15, persons shall be deemed to be related person if

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

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

(iii) such persons are employer and employee;

(iv) any person directly or indirectly owns, controls or holds twenty-five per cent or more of the outstanding voting
stock or shares of both of them;

(v) one of them directly or indirectly controls the other;

(vi) both of them are directly or indirectly controlled by a third person;

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

Distinct Person:-

A person who has obtained or is required to obtain more than one registration, whether in one State or Union
territory or more than one State or Union territory shall, in respect of each such registration, be treated as distinct
persons for the purposes of this Act. CA Arun Chhajer
Thus Stock transfers if made between distinct persons would be chargeable to GST.



ﬁ Activities to be treated as Supply even made without consideration — Schedule |
3. Supply of goods—

(a) by a prlnC||:>aI to his agent where the agent undertakes to supply such goods on behalf
of the principa

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

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

Example 1 Banna Ltd. Is a wholesaler for ABC brand of shoes in India he has another establishment in Thailand &
Banna Ltd. Importing management services from that establishment (situated at Thailand). Banna Ltd did not pay

any consideration for rendering the services but under GST, it is a supply & Banna Ltd. Shall be liable to pay IGST
under GST.
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X

Q. Whether Supply of goods without consideration, such as free sample, goods under
warranty, promotional goods, come with in the definition of “supply”?

Answer -

Free Sample

Reversal of ITC as per Sec 17(5)(h) -
Schedule I - No Consideration+ Credit on Business Assets

Sec 7(1)(a) - No Consideration so no Supply

CA Arun Chhajer



ﬁ Activities to be treated as Supply even made without consideration — Schedule |

1. Permanent transfer or 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, when made in the course or furtherance of business. Provided that gifts not exceeding fifty
thousand rupees in value in a financial year by an employer to an employee shall not be treated as supply
of goods or services or both.

3. Supply of goods—

a) by a principal to his agent where the agent undertakes to supply such goods on behalf of the principal;
or

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

4. |Import of services by a taxable person from a related person or from any of his other establishments
outside India, in the course or furtherance of business.

CA Arun Chhajer



5 Comparison of Schedule | with Sec 18(6) of CGST Act 2017

Section 18 : “Availability of Credit in Special Circumstances” (CGST Act, 2017)
(6) In case of supply of capital goods or plant and machinery, on which input tax credit has been taken,
the registered person shall pay an amount equal to the input tax credit taken on the said capital goods
or plant and machinery reduced by such percentage points as may be prescribed

or
the tax on the transaction value of such capital goods or plant and machinery determined under
section 15,
whichever is higher:

As per Rule 44 - the Useful life of capital goods shall be taken to be 5 Years

Example — M/s XYZ Ltd purchase computer for Rs. 50,000 on 20 July 2017 and paid GST@18% of Rs
9,000. After 2 years he transferred it for personal use and withdrawal from the business assets. On
that day, open market value of the same is Rs. 25,000/-. In such case, XYZ shall be liable to pay GST
equivalent to -

CA Arun Chhajer



ﬁ Read Sec 18(6) of CGST Act 2017

Answer

A) ITC Availed - ITC eligible for 2 years
= 9000-9000/5*2
= 9000-3600
= 5,400 /-

B) Tax payable on the Fair Market Value = 25000*18% = 4,500 /-

Which ever is higher.

Therefore XYZ need to pay Rs 5,400/- on transfer of such computer.

CA Arun Chhajer



& Whether an Activity is Supply of Goods or Supply of Service — Schedule Il

‘ 1. Transfer of ‘title’ or ‘right to use’ in goods-

Descriptions Supply of goods/services

(a) any transfer of the title in goods is a supply of goods

(b) any transfer of right in goods or of undivided share in goods without the transfer of title supply of services;
thereof, is a

(c) any transfer of title in goods under an agreement which stipulates that property in goods shall  supply of goods.
pass at a future date upon payment of full consideration as agreed, is a

2. Land and Building
(a) any lease, tenancy, easement, licence to occup is a supply of services;

(b) any lease or letting out of the-inclu Ing a commercial, industrial or residential
complex for business or commerce, either wholly or partly, is a supply of services.

As per Notification No 12/2017 dated 28t June 2017 S.No 12 - Services by way of renting of
residential dwelling for use as residence is exempt.
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Schedule li

. Treatment or process
Any treatment or process which is applied to another person’s goods is a supply of services.

4. Transfer of business assets

a) where goods forming part of the assets of a business are transferred or disposed of by or under the
directions of the person carrying on the business so as no longer to form part of those assets,
whether or not for a consideration, such transfer or disposal is a supply of goods by the person;

b) where, by or under the direction of a person carrying on a business, goods held or used for the
purposes of the business are put to any private use or are used, or made available to any person for
use, for any purpose other than a purpose of the business, whether or not for a consideration, the
usage or making available of such goods is a supply of services;

c) where any person ceases to be a taxable person, any goods forming part of the assets of any business
carried on by him shall be deemed to be supplied by him in the course or furtherance of his business
immediately before he ceases to be a taxable person, unless—

a) the business is transferred as a going concern to another person; or
b) the business is carried on by a personal representative who is deemed to be a taxable person.




ﬁ Schedule Il

5. Supply of services
The following shall be treatLed as supply of]services, namely:—

(a) renting of immovable property;

(b) construction of a complex, building, civil structure or a part thereof, including a complex or
building intended for sale to a buyer, wholly or partly,

except where the entire consideration has been received

i) AFTER issuance of completion certificate, where required, by the competent authority or
i) after its first occupation,

whichever is earlier.

Example:- Aggarwal builders constructed apartments which are intended to be sold to interested
buyers. Here the construction of apartments will be considered as supply of services provided

the consideration is received prior to completion certificate or first occupation , whichever is
earlier.




Schedule Il

(c) temporary transfer or permitting the use or enjoyment of any intellectual
property right;

(d) development, design, programming, customisation, adaptation, upgradation,
enhancement, implementation of information technology software;

(e) agreeing to the obligation to refrain from an act, or to tolerate an act or a
situation, or to do an act; and

(f) transfer of the right to use any goods for any purpose (whether or not for a
specified period) for cash, deferred payment or other valuable consideration

CA Arun Chhajer



§ Schedule Il

6. Composite supply

The following composite supplies shall be treated as a supply of services, :—

(a) works contract - As per Section 2(119) of CGST Act, 2017, “works contract” means a contract for building,
construction, fabrication, completion, erection, installation, fitting out, improvement, modification, repair,
maintenance, renovation, alteration or commissioning of any immovable property wherein transfer of property in
goods (whether as goods or in some other form) is involved in the execution of such contract

Example:- XYZ constructions undertakes government contract for construction of building , hospitals, etc. Here the
services provided by XYZ Constructions will be treated as work contract & will be treated as supply of services and

(b) Supply of food and beverages

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), where such
supply or service is for cash, deferred payment or other valuable consideration.

7. Supply of Goods

The following shall be treated as supply of goods, namely:—

Supply of goods by any unincorporated association or body of persons to a member thereof for cash, deferred
payment or other valuable consideration

~ A A ~L. 1 s
CA ATUIt UIridjcr




5 Schedule llIl — Negative List

1. Services by an employee to the employer in the course of or in relation to his employment.

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

3. (a) the functions performed by the Members of Parliament, Members of State Legislature, Members of
Panchayats, 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 in
that capacity; or
(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
the commencement of this clause.

4. Services of funeral, burial, crematorium or mortuary including transportation of the deceased.

b

5. Sale of land and, subject to clause (b) of paragraph 5 of Schedule 11, sale of building.
6. Actionable claims, other than lottery, betting and gambling.

Explanation.—For the purposes of paragraph 2, the term “court” includes District Court, High Court and Supreme
Court.

CA Arun Chhajer




Composite or mixed Supply

Sec 8 of the GST Act, determines the tax liability on a composite or mixed supply.

As per sec 2(30), "Composite Supply” means:- a supply made by a taxable person to a
recipient comprising two or more taxable supplies of goods or services, or any combination
thereof, which are naturally bundled and supplied in conjunction with each other in ordinary
course of business, one of which a composite supply.

Illustration:- Where goods are packed and transported with insurance, the supply of goods
packing materials, transport & insurance is a composite supply and of goods is the principal

supply.

As per sec 2(90), “Principal Supply” 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”.

1. Supply of air conditioner and installation of the same, even if there is a separate charge for
the installation of the AC.

2. Package of accommodation facilities including various amenities such as free wi- fi, is natural
combination in the ordinary course of business for a hotel.

3. Rajdhani train ticket which includes meal. It is a bundle of supplies. It is a composite supply
where the products can not be sold separately.

CA Arun Chhajer



ﬁ Composite or mixed Supply

As per sec 2(74), mixed supply:- 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 a composite supply.

Illustration:- A supply of a package consisting of canned foods, sweats chocolates, cakes, dry
fruits, aerated drink and fruit juices when supplied for a single price is a mixed supply. Each of
these items can be supplied separately and is not dependent on any other. It shall not be a
mixed supply if these item are supplied separately.

Example

1. Supply of toothpaste & toothbrush.
2. Supplies of mosquitoes repellent machine along with mats.

CA Arun Chhajer



Comparison between - Composite or mixed Supply

m Composite Supply Mixed Supply

1 Two or more goods/services are naturally if these are unnaturally bundled it is a mixed
bundled then it is a composite supply supply
2 No Such condition is required Mixed supply must be supplied at a single
price;
3 Composite supply shall be taxable at the rate  Mixed supply shall be taxable at the highest
applicable to the principal supply; rate of tax applicable to one of its constituent
supply.

CA Arun Chhajer



Levy, Reverse Charge
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§ Levy & Collection of the GST
u/s 9(1) of CGST & 5(1) of IGST Act, 2017

There shall be levied a tax called the CGST on all intra-State supplies of goods or services or both, except on the
supply of alcoholic liquor for human consumption, on the value determined under section 15 and at such rates, not
exceeding 20%., as may be notified by the Government on the recommendations of the Council and collected in
such manner as may be prescribed and shall be paid by the taxable person.

Sec 5(1) of IGST Act Subject to the provisions of sub-section (2), there shall be levied a tax called the IGST on all inter-State
supplies of goods or services or both; except on the supply of alcoholic liquor for human consumption, on the value
determined under section 15 of the CGST Act and at such rates, not exceeding 40%, as may be notified by the Government on
the recommendations of the Council and collected in such manner as may be prescribed and shall be paid by the taxable
person:

Provided that the integrated tax on goods imported into India shall be levied and collected in accordance with the provisions of
section 3 of the Customs Tariff Act, 1975 on the value as determined under the said Act at the point when duties of customs
are levied on the said goods under section 12 of the Customs Act, 1962.

CA & CS Arun Chhajer (Jain)
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§ Levy & Collection of the GST
u/s 9(2) of CGST & 5(2) of IGST Act, 2017

2) The central tax on the supply of petroleum crude, high speed diesel, motor spirit (commonly known as petrol), natural
gas and aviation turbine fuel shall be levied with effect from such date as may be notified by the Government on the
recommendations of the Council.

Specified petroleum products — Not liable for GST

GST on the supply of following goods shall be levied w.e.f such date as may be notified by the govt. on the recommendation
of the council:-

* Petroleum crude

* High speed Diesel

e Motor Spirit (Commonly known as petrol)

 Natural Gas, and

* Auviation Turbine Fuel

CA & CS Arun Chhajer (Jain)
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Reverse Charge u/s 9(3) of CGST Act & 5(3) of IGST Act

overnment may, on the recommendations of the Council, by notification, specify categories of supply of goods or
services or both, the tax on which shall be paid on reverse charge basis by the recipient of such goods or services or both and
all the provisions of this Act shall apply to such recipient as if he is the person liable for paying the tax in relation to the supply
of such goods or services or both.

Reverse Charge means liability to pay the tax is on the person receiving goods/services instead of the person supplying the
goods/services in respect of specified categories of supplies.

Direct Charge mechanism under | Reverse Charge mechanism
GST: under GST:
oo’ & - 7~ .
> < $OF < 35 > S
PIN e . —— <8O oo
4 e e 4 e
Recipient Suppler Recipient \\Q_ Supplier
Za,

Tax authority Tax authority

In this mechanism, recipient pays tax | In this mechanism, recipient pays tax, cs Arun Chhajer (Jain)
to supplier and supplier pays tax to the | for the supplier and deposits the tax
Authority. to Authority. New Delhi




§ Reverse Charge

v’ Reverse charge under GST is applicable on services as well as on goods

v’ Liability under reverse charge is absolute the recipient cannot be absolved from his liability even if tax is paid by the supplier
under forward charge.

v’ The recipient is eligible for input tax credit for the amount paid under reverse charge subject to the provision contained in
sec 16 to sec 18 of the GST Act in respect of eligibility of ITC.

v" Supply should be taxable under the GST

v’ if the supply has been exempted under the GST Act, tax shall not be paid by the recipient

v' Recipient should be located in the taxable territory

v GST under reverse charge shall be paid at the rate applicable to respective goods and services

v’ There is no threshold limit applicable for reverse charge

CA & CS Arun Chhajer (Jain)
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Reverse Charge for Goods u/s 9(3)
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Reverse Charge in respect of goods under GST
NN 4/2017 dt 28 june 2017 of CT(R)

I e R T L

1 0801 Cashew nuts, not shelled or Agriculturist Any registered person
peeled
2 1404 90 10 Bidi wrapper leaves (tendu) Agriculturist Any registered person
3 2401 Tobacco leaves Agriculturist Any registered person
4 5004 to 5006 Silk yarn Any person who manufactures silk yarn from Any registered person
raw silk or silk worm cocoons for supply of silk
yarn
5 Supply of lottery State Government, Union Territory or any local Lottery distributor or
authority selling agent.
4(A). 5201 Raw Cotton Agriculturist Any Regd. Person
NN- 43
6. Any Chapter Used vehicles, seized & Central Govt. Any Regd. Person
NN- 37 confiscated goods, old & State Govt. Union Territory or a local
used goods, waste and authority
scrap
7 Any Chapter Priority Sector Lending Any registered person Any registered person
Certificate

CA & CS Arun Chhajer (Jain)
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4(A).
NN-43

NN- 37

Reverse Charge in respect of goods under GST
NN.37/2017 dt 13 Oct’2017-IT(Rate)
NN.43/2017 dt 14 Nov’2017- CT(Rate)

Tarrif item, sub- Description of Supply of Goods Supplier of Goods

heading, heading or

Chapter

5201 Raw Cotton Agriculturist

Any Chapter Used vehicles, seized & confiscated Central Govt.
goods, old & used goods, waste and  State Govt. Union
scrap Territory or a local

authority

Recipients of
Supply

Any Regd.
Person

Any Regd.
Person

CA & CS Arun Chhajer (Jain)

New Delhi



Reverse Charge for Services u/s 9(3)
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Reverse Charge for Services

. GTA Service

. Legal Service

. Arbitral Tribunal

Sponsorship Services

Services by government or Local Authority
Service by Director

Insurance Agent

Recovery Agent

. Author, Music, Composer, Photographer, Artist etc.
10.RBI Overseeing Committee

11.Business Corespondent

12.Business Facilitator

13.Individual DSA

14.Security Personnel

© 0O NDU A WN R
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Reverse Charge for Goods/Services

u/s 9(4) of CGST or
U/s 5(4) of IGST Act
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§ Reverse Charge u/s 9(4) of CGST Act & 5(4) of IGST Act

The central tax in respect of the supply of taxable goods or services or both by a supplier, who is not
registered, to a registered person shall be paid by such person on reverse charge basis as the

recipient and all the provisions of this Act shall apply to such recipient as if he is the person liable for
paying the tax in relation to the supply of such goods or services or both.

CT (Rate) IT (Rate)
Notification No 38/2017 dated 13t Oct 2017 Notification No 32/2017 dated 13th Oct 2017

Suspension of RCM from 13 Oct to 31t March’18

CA & CS Arun Chhajer (Jain)
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5 Reverse Charge u/s 9(4) of CGST Act & 5(4) of IGST Act

 SNo. | Recipient | Supplier | RCMu/s9(4)

1 Registered Registered
2 Un-Registered Un-Registered
3 Un-Registered Registered
4 Registered Un-Registered

CA Arun Chhajer
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Reverse Charge only under IGST
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§ Service supplied by a person located in a non-taxable territor

m Category of Services Supplier of Service Recipient of Service

Any service supplied by any person who is located in a non-taxable Any person located in Any person located in Taxable
territory to any person (other then non-taxable online recipient) Non Taxable territory territory

EXEMPTION Notification No 12/2017 —Integrated Tax Rate dated 28" June ‘17-

10 Chapter  Services received from a provider of service located in a non- taxable territory by —
93 (a) the CG. SG, UT, LA, a governmental authority or an individual in relation to any purpose other than

commerce, industry or any other business or profession;

(b) Entity registered under section 12AA of the Income-tax Act, 1961 for the purposes of providing
charitable activities; or

(c) A person located in a non-taxable territory:

Provided that the exemption shall not apply to —

(i) OIDAR services received by persons specified in entry (a) or entry (b); or

(ii) 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.

CA Arun Chhajer
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10

Transportation of goods by a vessel from outside India upto the customs station-
service supplied by a person located in a non-taxable territory

Services supplied by a person located in non-taxable A person located in Importer, as defined in clause
territory by way of transportation of goods by a vessel from  non-taxable territory (26) of sec 2 of the customs

a place outside India up to the customs station of clearance act, 1962, located in the

in India. taxable territory.

Notification no. 8/2017- integrated tax (rate) dated 28 June 2017 read with
Corrigendum dated 30 June 2017 w.e.f. 1 July 2017

“4. where the value of taxable service provided by a person located in non-
taxable territory to a person located in non-taxable territory by way of
transportation of goods by a vessel from a place outside India up to the customs
station of clearance in India is not available with the person liable for paying
integrated tax, the same shall be deemed to be 10% of the CIF value (sum of
cost, insurance and freight) of imported goods.”

CA Arun Chhajer
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