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" VALUE OF SUPPLY

ENISORIBCHVES 9.1 INTRODUCTION

prom

fterstudying this chapter, v
[b‘e ETatt unéers'm:::;lqg:t? 31011 Sylall In any fiscal statute, the determination of tax may be based
efollowing:  onvalue ofitem or on some other basis (like quantity, length,
number, square meter, etc.). When tax is determ ined as a

e 3o
L O

# Notified Supplies Valuati percentage of value (expressed in monetary terms), 1
ation called as ad valorem basis. Under GST laws, the tax is levied
as a percentage of the value of supply, whether of goods or

m Concept of Transaction Value of services. In other words, GST is payable on ad valorem
basis. Therefore, it becomes important to know the mecha-

s General Valuation Mechanism

a Value of Taxable Supplies

a Inclusions in Transaction Value  nism for determining the value of a supply on which rax is :’:
s Treatment of Discount in Trans- to be paid. This chapter describes the statutory provisions z
action Value related rules and their analysis, which are given In CGST -
u Zz
o ) Act and CGST Rules. °
s Determination of Value in Special
Cases 9.2 METHODS OF CALCULATION OF VALUE OF
e Money Changing Services TAXABLE SUPPLY (AN OVERVIEW):
e Air Travel Agent
Thc Section 9 of CGST Act, 2017 gives the basis of charge.

As per this section, the GST shall be levied on the basis of
e Second Hand Goods taxable Supply of goods, services determined under section

15. The section 15 contains the provisions of “Value of Taxable
Supply”. The following is the overview of these provisions.

e Life Insurance Services

=" - T : -
Section 15(1) | Transaction Value is the value of Supply

Section 15(2) | Inclusions in the Value of Supply

Section 15(3) ‘ Discount not to be included
When section 13(1) is not applicable (Rule 2

Section 15(4)
to Rule 31)

About notified Services’ Goods (Rule 32)

Section 15(5)
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VALUE OF SUPPLY

General Valuation Mechanism

Notified Supplies Vajyy,;

y
Supplies Nm

Supply Satisfying Supply NOT Satisfying

Basic Conditions Basic Conditions Central Government

1. Supplier & Recipient are Supply NOT Satisfying On recommendation
not related. Basic Conditions of GST Council

2 Price is the sole consider- Valuation Valuation
ation for supply. As per Rules 27-31 As per Rule 32 of

Valuation of CGST Rules, 2017 CGST Rules, 2017
Section 15(5) of CGST

Sec. 15(1), 15(2) & 15(3) Section 15(4) of CGST
of CGST Act, 2017 Act, 2017 Act, 2017

It may be noted that
ave also beenma

de applicable to IGST Act vide sectiy

—

1. The provisions of value of supply under CGST Acth
20 of the IGST Act.

the cases of regular norm
d under section

Jue is the taxable value. However, when valy

al trade, the invoice va
fic transactions, the value is determined usi

2. Inmost of
15 and for certain speci

cannot be determine
CGST Rules, 2017.
CGST Rules at 2 Glance
The Chapter IV of CGST Rules
.

Where consideration is not
distinct or related persons-

Contains the following in relation with Valuation.

wholly in money

Rule 27
Rule 28 Supply between

Rule 29 Supply through an Agent
Rule 30 Value based on Cost
Rule 31 Residual Method

9.3 VALUE OF TAXABLE SUPPLY [SECTION 15(1)]

5(1) of CGST Act, 2017 “The value of a 5# ]

] L Act, , pply of goods or services O both's
be the transaction value, which is the price actually paid or payable for the said supply of goods”
services or both where the supplier and the recipient of the supply are not related and the P"ims

the sole consideration for the supply.”

The following are the important inferences:
(a) There are two basic conditions for application of section 15(1):

hal

As per section 1

1. Supplier and recipient are not related.
2. The price is the sole consideration for the supply

(b) If these two conditions are met, then

Value of Supply | = Transaction Value Certain Element
ements

[Price paid or pay: *
paid or payable] [Given in Section 15(2)]

The riC, r .
price payable refers to price that is agreed to be paid for th o7
‘ “the goods/services.
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Meaning of Relevant Terms

Transaction Value: The transacti

the supply of goods and/or cj:\::s:sv\s::lb Eefers to the price which is the price actually paid or payable for

the price is the sole consideration for thf:rstuthel Sup[?lier ancilienpeipiennol suppl;' are not related and

but which has been incurred by the recipien'ipo_}/.tlhtcmcludlcs any amount which the supplier 1s liable to pay
supply.

Related Persons [Explanati ;
welated persons” is dl:aﬁnedlg; :;;Zﬁ;‘:j’:);i]’ The_persons shall be deemed to be “related persons” The term
0 be erelated person” if— o section 15. By virtue of this definition, person shall be deemed

(0 such persons are officers or directors of one another’s businesses:
(i) such persons are legally recognised partners in business;
(ii) such persons are employer and employee: |

(iv) any person directly or indirect]
or shares of both of them: y owns, controls or holds 25% or more of

the outstanding voting stock

(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

(viil) they are members of the same family;

al persons. As per clause

The Clause (b) of the explanation prescribes that person also includes leg
e is the sole agent or sole

(c), the persons who are associated in the business of one another in that on

distributor or Sole concessionaire, howsoever described, of the other, shall be deemed to berelated.

9.3.1 Inclusions in Transaction Value [Section 15(2)]

Whel} the value c?f supp}y is assessed on the basis of transaction value, the taxable value includes
certain elements in addition to price actually paid or payable for the supply. These ingredients are

as follows:
(i) Any taxes, duties, Cesses, fees and charges except GST. [Refer Example 9.1]

(i) Any payments made to third parties by the recipients on behalf of the supplier in relation to

the supply. [Refer Example 9.2]
(iii) The incidental expenses, such as, commission and packing, charged by the supplier or any-
thing else done by the supplier in relation to the supply at the time of or before the delivery

of goods or supply of services. [Refer Example 9.3]
(iv) Interest, late fee and penalty for delayed payment of an
(v) Any subsidy directly linked to the price excluding subsi

(Central/ State). [Refer Example 9.4]
Valuation Methodology for ascertainment of GST on TCS under Income-tax Act, 1961

For the purpose of determination of value of supply under GST, tax collected at source (TCS)
under section 206C of the Income-tax Act, 1961 is not includible as it is an interim levy not having
the character of tax. [Circular No. 76/50/2018 GST dated 31-12-2018 amended vide corrigendum

dated 7-3-2019]

y consideration for any supply and

dies provided by the Government

SNNVINXVL

|Example 9.1: (Treatment of Municipal and other taxes)

%e list price of the goods is ¥ 40,000 (exclusive of taxes). The tax levied by Municipal authority is ¥ 2,000.
b e CGST/SGST chargeable on the goods is @ 18%. Now, since the value includes any taxes, duties (other
an GST), etc., the Value of Supply shall be % 42,000 in the given case. Hence, GST payable will be 18% of

42,000 i.e.T 7,560.
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Example 9.2: (Payment on behalf of supplier)

and designed the advertising campaign for a n(:rr\“\\

hitra Advertisers had to pay 40,000 to Muau,rr:, {l”.Juil lay,
i (

Advertisers conceptualized

Chitra

HLL for a consideration ol T 8,00,000.C
been agreed between the parties that HLL will discharge this ? 40,000 liability of Chj, rnil:«(]‘hl\:"'-
- . i 5 - I N
agreed upon after consideration of this additional payment “‘ }:ﬂdwrh,f ’
) L T 4
t:;_‘ _‘

price of ¥ 8,00.000 has been

directly to Massom Limited on behall of Chitra Limited. As per section 15(2), this direc

party on behall of supplier by the recipient has to be added to the transaction value ’rhu Paymep,
the value of supply shall be ageregate of ] 8,00,000 and Z 40,000 i.c. T 8,40,000. - therefore 1}.;,\

[Example 9.3 : (Treatment of incidental expenses)
Arun of Delhi supplied 50 tons of Chemical to Barun of Kolkata at the rate of % 4,000 per ¢ 2
-cight 16,000, packing charges T 7,000, weighing charges T 2,500 and inspection c}(;n' Beside

argesz;,

tion 15(2)(iii), the incidental expensc 2 80

-

charged fr

As per Sec s are also included in value of Supply. Therefr
TGV,

of Supply will be calculated as follows:
-
Amount @)
(a) |50 tons of Chemical (% 4,000 X 50) 200
 (b) Freight . ‘G,Uff‘j
(c) Packing charges ™
(d) | Weighing charges 23
(e) Inspection charges 8000
Value of Supply of 50 tons of chemical 2,33300
Example 9.4: (Subsidy linked to price) s
Jusive of taxes) for sale of a machine. The Chhay

uoted the price of ¥ 66,000 (exc

a subsidy on sale of such goods
lier in the above price of ¥ 66,0

as it has been received from t
ed from a non-government agency,

f supply would then be ¥ 70,000.

from Government at ¥ 4,000. The benefit of thi
00. As per section 15(2), this subsidy i

he Government. Therefore the valued
then such

Chhaya Enterprises has q
Enterprises has received
subsidy has been passed by the supp
hot be added in the value of supply
supply will remain at ¥ 66,000. If this subsidy had been receiv
subsidy will be included in the transaction value. The value o

9.3.2 Exclusion of Discount from Transaction Value
“The value of the supply shall not include any discount which is given:

As per section 15(3),
of the supply if such discount has been duly recorded in the invoice isste!

(a) beforeorat the time
in respect of such supply; and

(b) after the supply has been effected, if
(a) Such discount is established In terms of an agreement entered into at or
of such supply and specifically linked 1o relevant invoices; and
(b) Input tax credit as is attributable to the discount on the basis of document issued by i
supplier has been reversed by the recipient of the supply.”
ANALYSIS OF SECTION 15(3)
The analysis of above provision deciphers the following:
(1) If discount is duly recorded i » invoi i : y
ki (mcuns_nm indundelini.ll]h:].1 1Jnvollce cither before/ at the time of supply, discou”
¢ value of supply). [Refer Examples 9.5 and 9.6

before the lin

(2) If the discount is provid

ided after the supply is de
from the value of s g e effected, then dis v still be excld

l:L \ha.ldug of supply, if following conditions are lellillccl-dlbcounl may still t
a. Such discount is given und ' &
: g eran agreement entered i : ime of %

sup specifics : ered into ¢ -before) the time©

pply and specifically linked to relevant invoices: .mc:() pt{orliefore) e S5
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9.5

b. Input tax crediy (a

the supplier) hag be

[Refer Example 9.7]

rhe p,-ovisions relating to disc

NOT Included
(In Value of Supply)
CONDITION
If Shown in
the invoice

(In

Before or at the tj
time of gy
pply

IF 'NOT’ shown in

VALUE
EoF l'.\.‘\"\lll.E sup

S e . PLY
18 I\lll'lbuhbl Para 9.3
en ros d401e o T
Nreversed by the discoy o i ey
¢ b) th nt on the basis of document issucd 0

¢ recipie
Pient of the supply.

ount cgy
dan be de 1
Picted by way of following diagram:

| |

v
After the Supply

|

INCLUDED ¥
Value of Supply) NOT Included | INCLUDED
CONDIT ) (In Value of Supply) | (In Value of Supply)
LUNDITION . -

2 CONDITIONS 2 CONDITIONS

i Not fulfilled
? Mentioned above

Fulfilled

i
the invoice |
Mentioned above ;

—
Example 9.4A : (Comprehensive Illustration on Subsidy)

Reliance ADAG Group owns aninstitute Reliance Education Limited (REL
¢ ¢

s in the field of animation z .
course nation and film editing, The institute is situated in Andheri. M
F the course offered are T 1.70, S ssituated in Andheri, Mum

). The Company imparts certificate
bai. The REL tees

000 per s .
per student for the entire course. However, this course is subsidized

by the following:

et CUlal'S' | Amount ) per student | =

_(a,)__ Subsidy from Maharashtra Government | IOE‘O— i;

(b) | Subsidy from Cine Association, Mumbai | 13.000 z

© | Subsidy from Warren Brothers of Hollywood ] 2000

(d) Subsidy from US Government | 1= 000
harges

The benefit of all the four types of subsidies is pas

%1,20,000 plus GST per student.

Find out:
(i) Value of Taxable Supply as

(i) GST Payable if rate of GST

(i) Amount receiv
Solution:

() Value of Taxable Supply: T
charged by REL. As per sec
cluded. Therefore, the subsi

But, the other three subsidies wou

|

able from the students of Reliance

he Su
tion 15(2)(v), the

sed on to the student. Consequently, REC ¢

per Section 15.
is 18%.
Education Limited (REL).

- - - . . - “
nt institutions are directly linked to the price |
al/State Government are ex- “
alue of Supply- |

bsidies given by differe
subsidy provided by Centr
dy from Maharashtra Government will not form part of v
1d be included.

f Value of Supply (Per Student):

|

Determination 0

Particulars ‘ Amount ﬂ
' 20,000 ||

(a) |Transaction Value | . l.-LfK\ |
(b) |Subsidy from Maharashtra Government | Not includible | |
() |Subsidy from Cine Association, Mumbai l 13.000 |
(d) |Subsidy from Warren Brother of Hollywood ‘ 2000 1
Ll \ | MO

| (¢) | Subsidy from US Government i\ 17.00¢ |
Value of TW i 160,000

>cahned with camscanher



Para 9.3 VALUE OF SUPPLY
%
(i) GST Payable:
CGST Payable @ 9% of T 1,60,000 = ¥ 14,400
SGST Payable @ 9% of ¥ 1,60,000 = ¥ 14,400
(i) Amount to be Collected from Students:
= Transaction Value  1,20,000) + GST (¥ 28,800)
=3 1,458,800
Example 9.5: (Discount allowed at the time of supply) R

Shubham Enterprises has sold goods with list price 2 5,000 to a customer. A discount of 20% is given 1 the
customer, which is reflected in invoice, to arrive at the final price of % 4,000. Since the discount s allowey
at the time of supply and is shown in the invoice, the taxable value is ¥ 4,000. |

Example 9.6: (Discount allowed at the time of supply)
A trader has provided the following information in his invoice dated 12" February 2018

1200 pieces of chairs @ ¥ 540 per piece
Less: Trade Discount @ 15%
Net Price (Taxes to be added)

In this case, the value of supply will be % 5,50,800 as discount is shown in the invoice and has been allowed |
at the time of supply.

S

—

Example 9.7: (Discount not known at the time of supply) o

Reliance Mega Mart has appointed dealers for promotion and sale of their products. The company has
announced turnover discount after review of dealer performance during the year. This discount will be
given on cash-back mode. Since, the discounts were not known at the time of delivery of supply of good,
thev cannot be shown in the invoices. Therefore, the discount will not be deducted from the taxable value

of the goods.
The discount will not be included in the value of taxable Supply if the following two conditions are

satisfied:
(a) Such discount is given under an agreement entered into at (on or before) the time of such
Supply and specifically linked to relevant invoices; and

(b) Input Tax Credit (as is attributable to the discount on the basis of document issued by the
supplier) has been reversed by the recipient of the Supply.

e

Example 9.8 : (Comprehensive problem on Section 15(1)(2)&(3)) o T
India Machine Private Limited, Delhi supplies plastic granulation machine to Shobraj Plastics Ltd,, Delhi I
furnishes the following details in respect of such supply:

I

Particulars Mf_}_
List price of the machine (exclusive of taxes and discounts) 1,00,000
Corrugated Boxes used for packing the machine (not included in price above) 1,000
Subsidy received from Delhi Government on sale of such machine (considered in price 5,000
above)

Discount @ 2% is offered on list price of the machine (recorded in the invoice for the machine)

| Determine the value of taxable supply made by India Machine Private Limited.
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