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1IEF FACTS OF THE CAS

The Appellant, ic M's. Cummins India Ltd.. are engaped in manufacture and
sale of o variety of diesel engines. parts thereol and refated services. -and
undertake all day-to-day activities required therefore. The Appellant are duiy
registered under the Central Goods and Services Tax Act, 2017 ("CGST .-\.I.'I-:'I
and Maharashira Goods and Services Tax Act, 2017 ("MGST Act”) besring
GSTIN 27TAAACCT2S8BIZW.

Post-implementation of GST. the Appellant had analyzed all its business
activitics and day-to-day operations 0 asceriain levy of GST and necessary
compliance under GST legislature, However, there appearcd ambiguity in few
of the activities of Appellant vis-a-vis interpretation of GST legislation. Thus,
the Appellant had preferred an application o seck o Ruling relating o the
following issues:

L Classification of Engine manufacturcd by Appellant

ik Levy of GST on facilitation of commoa input services, mecessiiy
of registering as an ‘lnput Service Distribuior’ (*150°) and
d:ll'.r-illtﬁl of assessable value,

'Ihu ]'rumﬁﬂul, however, is fimited 10 the Ruling in refation 10 necessiy of
ob v registration s an [SD, determination of assessable value for
comman input services, based on facts and submissions referred

ACTOSS VAriows Stalcs m India through iis
Jits. These units are locaied in different states of
jian 25(4) of the CGST Act, 2017, units focated
ted a5 2 ‘distinct person’ from units located in
5 ﬁam‘:ﬁﬂgi} ench such distinct person is duly

5 :nd Service Tax Act, 2017 (~CGST Act”),
2 p:nun and engaged in the activity of making
; i Iqm Tax Credin (*ITCT) of GST paid on
T. "H:m services: procured in the coursc o
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Amongst all such procurements, certain comman input services are availed by
head office of the Appeliant located in Pune. Further, the units of the Appellam
may also avail common services. Accordingly. the head office or the respective
units, as the case may be, avail 1TC of the GST paid on such common input
supplies subject 10 provisions of Section 17 of the CGST Act. 2017,

The costs incurred by head olfice/units for procurement of such common input
services. is booked by such univhead office in its own books of accounts, Such
cost s then alkocated, and recovered proportionately from cach of the recipient
units 1o determine the office/plant-wise profitability, which is an internal
procedure,

Based on these facis, the Appeliant berein sought for @ Ruling with respect 1o
the following questions;

Whether availment of input tax credit of tax o common inpui supplies on
behalf of other unit/urits registered as distinet person, and further allocation
qfﬂr; m-“ fﬂﬁuﬁfﬁﬁ!mm such ather: waits, quacelifiex ax supply and
attracts levy of GST?

I GST is leviable. whether assessable value can bo determined by arviving at
f i =L L e s e e R 4
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DR ADVANCE RULING’
inos supplies on behall of other unit

¢ impugned Ruling passed by
;. have preferred the present




GROUNDS OF APPEAL

1. The grounds, mentioned by the Appellant in their Appeal memorandum, are as
uncher:

i Impugned Order has failed 10 clanfy the inapplicabiliny of GST relating o
functions of an employee from one distinct unit for another distinet umit. which
cannol be treated as a supply inas much as services of an emplovee are
excluded from the definition of Supply under Schedule 111 of the CGST Act:

ii. The necessity for Appellant to determine the assessable value based on. 110% of
the cost of provision deviates from the applicable statutony provisions:

i Even though repisiering as an ISD is an option provided o an assessee, the
impugned ruling impases compulsion on Appellant 1o obtain registration s an
ISD;

. Impugned Order is silent on the additional submissions made by the Appellant
which has a close nexus with the clarification sought; the Impugned Order thus
ﬂuﬂ;ﬂ! ﬂ"nm violation of principles of natural justice.
:i:ﬂ'.'_-': "I'H;J:!iﬂ:ﬂllll‘ll have further elaborated the aforementioned grounds as under:
IR = B He S e e A e\ teole i oaraon
i) THERE 1S NO COMPULSION
[SELF AS AN ISD:
d the provision of Section 24 of the CGST Act,
obtai “" ation as an ISD. Relevant portion




(i) Ppries Sewvloe Disiributor, whethier o mod aeparately regivideed waider this
At

e drvw ikt Ehar il applicone waines o disrribite commmon CENVAT credit
revefved by the MO for winich psovents billings wee diove byt IF they waont
po afiseribinte susch crestin then they will be on logat Serviee Diateibidar Cnce an
ESIY phen it Skl s that they st compnlvactly obtoin sefurcine ee giviridicm i
ISD. Hence, we da ol agree with the appdicamt s comention it the
provivions of Section 24 {viit) of the CUST Act merely refers fa the mecesaify of
an independent registration if o person intends o avell the focility of IS0 el
dhoes nol crvale any stipudation as to necessity of availing the 150 foctliny il
(b It has been submiuied by the Appellant that Section 24 merely refers 10 the

necessity of an independent registration, il a person intends to avail the facility
of 1SD. The concept of 15D in GST regime is defined under Section 2(61) of

the CGST Act. The relevant definition has been reproduced below for casy

J dl.rr:rr.-nfm Sfor the purposes af
e har, integriied rax or Umion ferritory
r of faxable goods or services or ot
b as that of the sald pffice.”

Appellant has submitted that an 150
 receive tax invoice towards receipt of
credit 1o the supplier units (having the
et persons, by lssuing prescribed
supplies are being received by a unit an
5 muhmmmtﬂ{:m
ndmuhﬂtdh can only be




id) The defipition, however, does nol Crealé any stipulation as 10 pecessity ol
availing the 15D facility ltsell. Further. there exisis no ofher statuiory provision
which compels a person (o act as an 1SD. In such o case issuance of prescribed
da;mn'.jm and thereby 10 opt for the mechanism of 150, appear 1o be an
‘option’ 1o be exercised al the discretion of registered person.

(e} In thess circumstances, the compalsory registration as provided under Section

24 becomes applicable only if the Appellant intends 10 issue the prescribed

document to distribute the 1TC, and thereby, function as an 1SD. As a corollary,

where the Appellant apts not to issue the prescribed document 1o distribute the
eredit, the Appellant is not required 1o register itself as an ISD.

[ﬂ In view of the above, the J\ppellum has submitted that registering as an 1510 is

muphunpmvdmd .[ﬁ“-‘lh ‘assessee. Accordingly, il any assessec opts nid o

4 .1‘5u :ﬁﬂ&gﬂﬁﬂﬂ ii-ﬁ ng'l mqum.-d 1o register as an [SD. The Appellant
Fﬂ' -"‘?F'"i"a"'-" TE e

ere deposed or expressed its willingness

the ITC of commaon input services, The




. (h) The Appellant further submits that, the L. Authotity for Advance Ruling hsell
have Rubed that an availment of commion input service by head vilice on behall

of disthict units qualifics as ‘supply” and atracts bevy of GS1D such o
mechanism is also in line with the intent ol GST 1o levy consumplion-based
rax. In such & case, the same availment of common input services at the s
of head office cannot be subjected 10 distribution of 1TC through 15D
mechanism. The necessity 10 levy GST on availment oF COmmon input services
on behall of distinct units as well as treating the same lar distribution of 11C
through 15D would lead 1o anomality of interpretation, amd result in a ruling
that is practically infeasible to implement. Such a ruling defeats the very
purpose of seeking clarity on the question raised by the Appellant, and is
therefore unsusiainable in law.

(i) The Appellant has also submitted that while the impugned Ruling has recorded
its findings relating to necessity of registering as an 15D it has at the same time
mentioned that ISD is a facility that is available for persons / businesses. That
b-em: 50, it cannot be said that such facility is a necessity. Also. the Impuigned
Ruling has nowhere clarified as to why the same needs 10 be followed despite
the mechanism to treat transaction between distinct persons 43 supplhy’, and

GST ﬂm lhhﬁ lhﬂ hﬂﬂ'l _nih'l'lltml by the .-\p-pr:llunl that while the

ﬁm of Appellant to determine if
)t services, and that, it is required
ends to distribute [TC of common




(a)  The Impugned order has Rided that supply made between distinet persons of the . ~
Appellant qualifies as “supply’ even in absence of any consideration and
therefore Appellant is required 1o levy GST thereon. The necessily 10 pay GS T
on every Tunction performed between distinet persons may also cover in its Told
the Tunctions. performed by an employee from one distingt unit for another
distinet unit.
{h) In this regard, the Appellant hos submitted that even though employees of the
Appeliant at one distinet unit provide assistance 1o other distinet units of the
Appellant, the employees are essentially: performing functions for the same
legal entity. It'is settbed law that legal relationship of employment i between

muluy:t and the Company as a whole encompassing all its establishmenis.
This position of law is also evident from the fact that in case of closure of any
manufociuring unit, the right 1o emoluments/compensation of employees
working in-such unit survives and the obligation of legal entity 1o perform jts
dulu!; n.l the mlﬂugrn- mnumu Accordingly, functions performed by the
nnplmm fmm mdlﬂlml 5:11! fi:l:r Hﬁﬂi&t distinct unit continue 1o be covered

.i"-:'

zgn ims and December 12, 2018 50 as

L.mmlwr dlsti‘ncl unit. However, the

E IN LAW:
ch of hppelhnl‘s unit is r:glstmd




. “28  Value of supply of goods or services or both berween distinct or related persons,

ather tham r.l.nm.agl.rdn ageni-
The value of the supply of goods or services or both between distinct persony as
specified in sub-section (4} and (3) of section 25 ar where the supplier and
recipient are related, other than where the supply is made through an ageni,
wshrall-
be the apen market value of such supply,

b, if the apen market valie is not available, be the vafue of supply of goods or
services of like kind and quality:

£ if the value is ot determinable under elause (a) or (bj. be the valie ax
determined by the application of Rule 30 or Rule 31, in thar order:

Provided that where the goods ars intended for further supply as such by the
.:-m;nkm Hm value shall, at :h:upmn of the supplier, be an amount equivalent

ﬂ Mm fﬂﬁm charges ﬁr I&e supply of goods of like kind and
' 2 his customer not being a related person:

¢ i eligible for full input rax credit, the
) be the open market value of the

sub mnrt-cd that value of supply

bt T R Y




() The Appcllant has referred Lo the second proviso appended o Rule 28 which

provides deeming fiction for acceplance ol invoice value as an open market

value. Accordingly. the Appeliant has submiticd that where the recipient unit is
eligivie 1o avail 1TC of the 1ax charged. theén value, as muy have been declured
on the invoice, is to be treated as open market value for the purpose of Rule 28,
It is 10 be noted that the term value as referred 10 in the proviso & not qualified
by any adjective which means that, as long as the reciplent unit is eligible to
avail ITC, no other condition needs to be satislicd under Rule 28 1o treal any
value dectared on the invoice as an ‘open market value’,

(d} In view of the deeming fiction so provided unider second proviso to Rule 28, the
Appeliant has submitted that all the units of Appellant repistered as distinet
units are mgagcd in providing taxable supplhies. and are eligible 1o avail [TC of
the input supplies, In such 2 c._r.u_-., where the supplier unit supplies the services
of facililating commeon input services on behalf of ather recipient units, the

-----

g _Hﬁil'sr. GST hability.

e. The mpfw.-# has. .mbmm:d that they. are

uh-; of such’ Earm’m:lm smfh:e can be determined: based on the deeming
ction I-E]_I‘I'G‘I'Htﬂ mtlﬂ';emd pmv}sn 1o Rule 28, Accordingly. any nominal
: nf Imlunlmn is deemed to be accepled as npu:n

h!,am that the Impugned Ruling has failed 1o
fil.y of second proviso to Rule 28. and has
i_g.l-:_luminu {he assessable value based on

1y of diesel engine, paris thereof, and
mnme required, therefore.
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12.4

fa):

The Appellant submiins that based on Second proviso 1o clwse (¢) of Rule 28 of

the CGST, Rubes. 2017, thew can determing the wasessabbe vilue in complianee
with the statwrory framework in os much s all the recipient distinet units of the
Appellant are eligible o avail 11C of the GST 10 be charged by Appellant. In
view of the above, it is comended by ihe Appellant that any nominal value, as
may b declared o the invoice, can b treated o% . assessable value: Tor the
purpose of complving with (e obligation 1o discharpe GS1 habilny
IMPUGNED ORDER BEING 'I.],F,H' N HTHINAL SUBMISSHINS
WHICH HAS A CLOSE NEXUS WITH THE CLARIFICATION
SOUGHT, SUFFERS FROM VIOLATION OF PRINCIPLES OF
NATURAL JUSTICE,

The Appellant, vide its additional submissions dated November 29, 2018 and
December 12, 2018, elaborated following salient grounds. in support of the

clarification sought by it:

An ISD'is on office which receives the invoices ond issues o prescribued
document for distribution of credit. Accordingly. if such document is not.issued
by A;q:ctlunt it does nol q—u:llfy as an 15D, and thus, is ajso nol mandated 10
naé.mr H:ulrls-m ISB*

Fu:m'!m lﬂ-f‘-ll'l ﬂmplln;}n ﬂumme I:Iulim:i wnit for another distinet unit cannot

-Iljﬁ- unit is eligible 1o avail ITC, any
on its invoice raised on such distinct




(b)

It s submitied that the additional submissions referred above indeed suppon the
submissions refating 1o clarification sought by Appellam from the Authorities.
However, the Authorities have. instead  of scrutinising/analvsing  these
submissions. chosen 1o remain silent on the same throughow the impugned
Order. Itis ferther submitted that, absence of any. material findings relating 1o
additional submissions made by the Appellam which can potemtially suppon the
clarification as sought for by the Appellant in the present case, renders the
Impugnéd Ruling non-speaking of the issue relevant 1o the present case, and 18
therefore, liable to be modified on this ground alone. Reliance in this regard is
placed on the decision of Hon'ble High Court in the case of Amil Products
Limited vy CCE {2010 (257) ELT 523 {Guj.)] whercin Hon'ble High Coun
quashed the 'f'ﬂqual’s decision which was devoid of specific findings on
ﬂﬂ:-rmhmm made, judgments relied upon, ond the distinguishing Features

;pmmud unt by |h|: qape]lnu lhu:ﬂin Relevant portion: of the decision  is

“opinion th sole reliance placed by the Tribunal i the
I : f.rn:rt Jjustified anc the Tribunal ought fo
-.:ﬂlri-l;l-l.rﬂ suhmissions miagle, juwdgments
pm’nl-rd oul by the appellant befure

a5 time and again been uphield in a




'SSUB 5 DATE JHe 201
13.  The Depanment, vide the letter dated 04.06.02019, has made the following
submissions:

(i) That i" the Appellant is eligible and desires to perform as Input. Service
Distributor based on their business model, then it is mandatory 1o obtain
registration in terms of Section 24(viii) of the CGST Act, 2017:

(1) That the Appellant themselves have submitied that the impugned supply of
facilitation services is specific 1o the business model of the Appellant, and the
same is not supplied in the open market so a5 1o have open market value of the
impugned supply, and that for the same reason the value of the impugned
transaction can also not be referenced 1o the value of supply of “same kind and
quality’, therefore, the Department has contended that valuation of the impugned
supply -:annmhu done in terms of Rule 28, rather the same can be done by
ﬂﬁﬁ'ﬁ'hg'hthzﬂulcﬂﬁ' Which provides that value of such supply shall be 110%

; uflht. cost u'fpmwslm uﬁ&uﬂlwpplm

) -a-= 1

iy oo ,_; |!,'i" IZ{'H‘: employee of one distinct unit for

ﬁﬁﬂ'@‘-sﬂ'ﬁlﬂh}tﬁ-mizluxpc relationship. and
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well s Ihele contentlon In respeet of (e olbialning the 1900 reglsiention for e
Hewd Offlee in " II‘IIIﬂlI - abtiining roglstration for 1S should ot be
compulshon e sweh offces/units which infend 1o avail the 11C for the G451 paid

_ Qﬂ,ﬂ;}m Wﬂ,ﬂlﬂ ':'lr 1llﬁ eojhmn. lﬂ]_‘lﬂ services on behall of other units, have
- been specl lidi?".c'}ilc Jl-hlr letfer dated 12.42,2018 filed before the
j e | | ,,f‘-’“ ithe JI:I"- The copy of the additional submbission
Ned ii8 Exhibii- 11 10 the Appeal memorandum

records Including all the writicn as well
0Lt different point of times. We have
ice Ruling Order dated 19.12.2018 passed
Al hr,i."il}" On careful consideration of the




(i)

(iif)

(iv)

18,

considered as supply or otherwise and whether the same would antract GST or
noL.
Whether they are eligible 1o utilize the credit of 1ax paid for the commaon input

_services received on behall of its branch offices/units.

Whether they have to be compulsorily registered as an I1SD in accordance with
Section 24(vili) of the CGST Act, 2017, under the circumstances as deailed
above.

‘What will be the valuation of the services provided by the Head Office. 1o its
branch offices‘units, and whether the allocation of the cost of the employees’
_uim‘y by the Head Office/Comporate Office 1o the branch offices would anract
levy of GST.

“To decide the first issue, firstly, we will examine the scope of supply provided
under Section 7(1) of the CGST Act, 2017, the relevant portion of which has
been fepmdmnd hm:in under:

For ﬂmpﬂmum llrﬂ"l'ﬁ'ﬁ:dﬂ. Jﬁtﬂpﬂﬁﬂﬂ “supyply " includes-
"'H ;f"’" '-fﬂﬁl!b' a‘” gmdi' ’ﬂtﬂnﬂ: ar both sich s sale, ransfer. bavier,

.'m- Hﬂ'ﬂ uﬂd.ﬁunun#ﬁmnfma#mawdmhrmu&-ﬁaru

iy the eomrse. Wﬁmhcmm? of business,

iy BAPAT 'ur.rﬁ..-".* v

veen related persans or between distinet

be mads i cowrae or furtirance. of
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20,

Thes, the GST Law has provided o very wide connotation for services, which
_u-i”‘ CoOver any activity, other than those, which involves goods, moncy. and
securities, In view ol this wide scope and coverage of the term “services”™, i is
adequately evident that the impugned activities ol providing lecilnation services
o their branch offices/units by way of availment of the common input services
by the Appellant’ Head office on behall of its Branch Offices/Units would be
covered under services, and hence, supply in terms of section 70171 {a) of the
CGST Act, 2017 as the saud services are provided by the Appeilam’ Head Office
10 its branch offices/units for a consideration in the course of iis business,

Mow, coming o the mool issue no. (i}, 1., Whether the Appellant’s Head

Office is eligible 10 utilize the credit of the tax paid for the common inpint

services received on behalf of iis branch ofTices/umits. first we will examine the
eligibility and condilions for ml:ing. inpun tax credil as prescribed under Section
IEnI'II'I-E CGST Act, 2017, which is being reproduced herein under:

(. E"m'}f registered person sholl, subject i such conditions and restrictions as

; pmrrMnni, i .!.i.n! G, a'Pﬂ..!ff-l."rJ in Section 49, be entitled 1o

:iun, il s revealed that any regisiered
tax charged on any supply ol goods or
 that the poods or services or both
1 be used or intended 10 be used in 1he

wd that the common input services
are being used or consumed by the




. . 23, Now, coming o the moot issue no. (i1}, ie, whether they have 10 be
compulsorily regisiered as an ISD in accordance with Section 24(viii) of the
CGST Act, 2017 under the circumstances as detailed above, we will firsy
examine the relevant provision of Section 24({viii) of the CGST Acy 2017,
which is being reproduced herein under:
24, Nowithsianding amuhing comtained in sub-section (1) of section 22, the
Jollowing categories of persons shall be reguired fo be registered under this

v 1'l “-1;-'“"'-!
24 f-?ﬁl meHI of the above provision, it is revealed that all the Inpul Service
' . : Mﬂﬁfﬂﬁﬁhmﬁmﬂmmkrthmuclmnﬁt are 1o be

?
r.h:jhmr]s. o distribute the credit of the tax
: Fn:s received by it on behall of its:




27.

offices/units, Therefore, the sole and essential condition for the Inpul Service
Distributor has been squarely fulfilled. The main contention of the Appellant s
1o, the Appellant, in this case, the Head office, does not mend 1o issue
prescribed documents as envisaged in the definition of the 1SD, and hence need
not be registered as an 1S, it is opined that the issuance of the prescribed
documents E:r an 150 is the way of method for the distribution of the Input Tax
Credit, which needs to be adhered 10 by an ISD, il it imends 10 distribuie the
Input Tax Credit of the GST paid on the common input services, as envisaped
under the provisions laid under the GST Act.

In this regard, the Appellant have contended that since they do not intend to

“issue any prescribed document for the distribution of 1TC, they do not require

to take the ISD registration, as the Head office themselves intend to avail the
ITC of the lax paid on common input services received on behalf of the branch
nfﬁan!uniis. and utilize the same for setting off their liability as a normal

!@Pliﬂ which wuuid u'h: a5 @ rﬁllil. of the impugned facilitation services

idet *bjé - and availing common input services on
he Appellznt are not entitled 1o avail or wilize
on input services received by them on behal

S

ing and utilizing the credit of tax paid by it
e tﬁmﬂ'ing alT its mun-ﬁfsT liih':li:;,- which




F . with hypothetical transactional Tow, wherein in the first model when they are
operating with only normal supplicr registration, i.c., without being regisiercd
as IS0, they have assumied the cost of commaon inpul services 1o the une of Rs.
80,000/-, on which they are liasble 1o pay GST 1o the tune of Rs 14400/,
Further, they hive assumed the cost of emplovee’s salary 1o the wne of Rs.
20,000/-, therehy, making the total cost of supply/iaxable value al the
impugned supply of faciluation services 1o Rs. P00 000 (Rs 80,000 assmmed
cost of common inpul services) + Rs. 20,000~ {assumed cost of amployee
salary)) whereon the Appelfant have calculated the total GST impact 1o the tune
ol Bz, 1¥ 000V a1 the rote of 18%.

30. In the second scenario, where they are operating with both the supplicr’s
registration as well as with an IS0 regisiration, they have exhibited the GST
impact of Rs. T2 400(GST of Rs. | 8000 calculnted as above on the total value
of the facilitation services supplied by them to their branch offices/units + GST
ol Rs. li-lﬂgﬂ'pi_ﬁd by the .J_\,'ppnlﬁm.lu the third- party vendors for procuring the
common input services on behall of their branch offices/units), and thereby,
I'Hw’“mmmd’-:d that the dual regisiration will lead (o the anomalies which

- would rﬁuh ‘in adverse impact on their GST obligation, and on their business
m.'ﬁ'ﬂi They hw: H'gund that they have to incur an additional GST of Rs.

) - b both the regisirations. i¢., the normal supplier

...ruﬂﬁlrﬂin}n

that the aforesaid contention put forth by the

jed that they will have to incur an additional

an cose where their Head office 15 bound 10
ions, i.., nomal supplier registration along with
us and specious in as much as the Appellunt’s

”1& o pusrl.lm o recover from their Branch

cising lhl: ISD ﬂphun available to it under the
.EGST Act, Iﬂl? Here, it is be mentioned
ﬂn’-p-rdbgirplhdﬂfrmmnmmnl
vould be recovered __“ w 5 Head Office in the
T i
=JIch




copagity of purs agenl as pmuidml under Rule 33 of the ©GST Rules. 2017,
which is being reproduced herctunder.
eV : jeex i o . = Nonwirhstanding
A cantaimed in v [rOVisins af this Chapier, the expenditiire or costs
fncnrred by a supplicr a3 d pure agent of the recipient of supply shall be
excluded from the venlne e anppdy, i all e Jodlen ingr cornditions core senbs e,
namely, -
fi) the supplier acls ox @ pere agent of the recipient af the vipply, ‘when ‘he
micekes ohe panyimeii 1o the third pariy un authorization by such recipicnd;
(1) the peymient made by e piire agent on behalf of the recipient of supply s
been separately inclicated i the hoice ixsned by the ‘pure Ggeni o 1
recipient af service, il
ftég) the supplics procured by the prere_agem from the third party ax i pure
agent of the recipient of supply are in addirion to the services he supplies on his

QW ACCONM.
Explanation. - For the purposes of ihis rule, the expression —pire cgent

means a person who-

fa) enters imo o comrocial agreement with the recipiens af supply fo acl s s

pure agenl to incur expendifire or costy i the course of supply of goods or

_wj'm-bnr&:

“&mﬂmmﬁmwm inolcds amy title to the goods or services or baih 5o
et o o r e

T _.,;J-.r_. meusred 1o procure such goods or services

< siepply i P_l_‘l:rﬂ}ﬂ'ﬂ'l‘ on hix own aocounl,

over the adverse impact on their GST

_ enues overall, in case of obligations 10
normal supplier’s registration along with the
while allacating the costs incurred by the
:'ﬂ'lf_'i_l::sﬂlniu;'ll]: Head Office will have
iUnits the GST on the cost of procurement of
e third — party vendors on behalf of the
; | their Head Office is not




the common Input services oo e third-party vemdors on behil {6, and behest

of the Branch OMees/Unlts, mod nccordimgly, the sakd cost of the procurement of
common Input seevices from ihe third sparty vendors would not be subjeet 1o
GST I verms of Rule 33 of the CGST Riles, 2017,

AN, IS, hereby, farther claritled that under e mechanism of 1513, e Appellant's
Head Office s eligibly w pass on only sich credit of @x paid on such common
input services which it has procured from third -party vendors on behalf of the
Branch Offices/Units, nod not the credin of 1ax pertaining 1o such input services
which have been exclusively used by the Head OfTice o provide the impugned
Tacilitation services 1o the Dranch Ofices/Units,

34, Thus, on account of the provisions laid under Section 24(viii) of the CGST Act,
2017, it is conclusively inferred that any persons, which fulfills the condition off
the ISD u prw:dm‘ m'-ditr I[ﬁll of the COST Act, 2007, and intends 1o
dlﬂﬂhﬂtﬂ lh! En:'l:lil of tax paid on account of the receipt of the common input
: 5 fo ranches. [H-, WiH have 1o n-unmuhurll:r rl,gmtr isell us an

.'..l“l‘.“‘t sorvices on behall of the Branch
ladllin s an 1SD apan from the normal supplier's

ween distingt or related

* L R
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The value of the supply af poods or services or both betiween distinel persons 3
specified in sub-yection (4} ek (5} of section 25 or wivre the supplicr and
recipient are related, ather: than wheed the sopply is made through an agent,
shall-

he the upen market value af such supply,

iff the open marker value: is noi avenlable, be the value of supply of goods or
services of Tike Kimd and qualify;

i the vlue s ot determumable wnder clause (o) or (b, be the value oy
determined by the application of Rule 30 or Rule 31, int ther order:

Provided that where the goods are imended for further supply as such by the
recipicnt, the value shall, at the aption of the supplier, be an anmaunt equivale
for minety percent of the price. charged for the supply of goods of like kind and
quality by the recipient o his custonrer mot heing a relaicd person:

ma— that where the recipicat is eligible for full inpuf tax credit,

...--

dm‘nﬂm the invalce shall be deemed 1o be the open market valtre




- . 3. Further, the Apﬁc]l‘ml have contended that the allocation of the cost of the salary
of the employees working for the Head Office will not gualify as supply, and
hence will not attract levy of GST in terms of eniry | of the Schedule 111 10 the
CGST Act, 2017. In this regard, the Appeliam have contended that even though
employees of the Appellant ot cne distinet unit provide assistance o other
distinel units of the Appellant, the employees are essentially performing
functions for the same legal entity. They have further contended that it is seitled
faw that legal relationship of employment is between emplovee and the

Company as a whole, encompassing all its cstablishments. This position of law

is also evident from the fact that in case of closure of any manufacturing unit,




3.

In this regard, it is evident that the employees of the Appellant’s Head Office are
working at behest of the Head Office. and not at behest of the Branch
Offices/Units. Further, since the Head Oilice is using all its human FESOURCES [0
facilitate the operational requirements of the Branch Offices/Units by way of
procuring common input services on behall of the Branch Offices/Units,
thereby, providing the impugned facilitation services, therefore, allocation and
recovery of any amount including its: employee’s salary cost [rom the Branch

Offices/Units will be subject to GST. The Appellant have lurther comended

cgarding inapplicability of GST on the allocation and recovery of the salary
‘cost of the Head Office’s employee from the Branch Offices/Units owing to the
entry | of the Schedule 111 to the CGST Act, 2017, which stipulates as under:
Ty e JT.';'-"'_‘-'.‘. *:.... .'-"- -0

- #
- MEPVICES DY @l et
S = j’ — -'=

ver in the course of or in relation to his

.....

rvices are not cflected between the employees and the

[ﬁi'fﬂiﬂﬂﬂrﬂﬂ‘:h Offices/Units, which are

.....




ORDER

40. We, hereby, partially modify the ruling passed by the Maharashura Advance
Ruling Authority  vide Order No. GST-ARA-662018-19/B-162  daied
19.12.2018. and answer the questions, mised by the Appellant in their Appeal
filed before us, as under:

i Whether availment of common Input supplies on behalf of ether unit/umits
registered as distinct person and further allocation of the cast incurred for
same to such other unirs quolifiexs as supply and aitracis levoe of G5T?

Yes, availment of common input supplies from the third-party service
vendors/suppliers on behall of the Branch Offices/Units, registered as distingt
persons, will qualify as supply of services in accordance w ith the provision of

mmmnrumsr AcL 2017, However, the cost of the said common

i ,;;ﬂlw qf E-rln:h Offices/Units and allocated 10 the

Ly et

from the value of supply of the facilitation services,

» value can be determined by arrviving at

s per the the sccond proviso 1o clause(c) of

"ﬁ]aﬂdhlhﬂvﬂwufmnmmm:




nce GST is levied and 1TC thereal is availed by recipient unit, whether the

Applicant is required to register invell ox un Inpur Service Distributor for

distribution ef ITC on commen inpuf supplies?

Since, the Head OfTice iy not entitled wo avail and wtilize the credit of 1ax paid 1o
the third-pany service vendors for the commen inpul services received by it on
behalfl of the Branch OfTicesUnits as the said common input services received
by the Appellant’™s Head Office are bewng wsed or consumed by the Branch
Offices/Units in the course or funherance of their businesses, and not by the
Head Office. Therefore, the Appellant is bound to take the ISD registration as
mandated by section 24(viii) of the CGST Act. 2017, and comply with all the
provisions made in this regard, if it intends 1o distribute the credit of 1ax paid on

the common inpai services receved by i on behal of the branch offces/uncs,

2412 - LI,I
(ASHOK KUMAR MEHTA)
MEMBER
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