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Chapter 1 - GST in India (An Introduction) 
 

Learning Note 1: Constitution Articles, relevant to Taxation Structure: 

Article 265: -  No tax can be collected without authority of law.  

Article 245:- Both Central Govt and State Govt can collect taxes. 

Article 246:- 7th Schedule contains following three lists. 

 

 

 

 

 

 

 

 

 

 

Learning Note 2: Earlier taxation law: - Indirect Tax  

 

 Central Excise 

Duty 

Service Tax Sales Taxes 

 

Customs 

Duty 

    VAT CST  

(Central 

Sales Tax) 

 

  Levied on  Intra-

state 

Inter- 

state 

 

1

. 

Taxable 

Event  

Manufacture  

of 

Provision 

of  

Sale Sale Import/ 

Export 

2

. 

Goods/ 

Service  

Goods  

paid by 

Service Goods Goods Goods 

3

. 

Payer  Manufacturer  

to 

Service 

provider 

Dealer Dealer 

(Selling) 

Importer

/ 

Exporter 

4

. 

Govt.  CG CG SG SG CG 

 

 

Taxes except Customs duty is merged into a new taxation law, 

and it’s  

1. Revenue should go to CG & SG 

2. Name: Goods & Service [GST] 

 

3. Taxable event: Manufacture & Service & Sale 

 

        

      Commonly called as “Supply” 

 

 

Union List 

List I 

State List 

List II 

Concurrent List 

List III 

Taxes for which CG can 

frame rules & regulations.  

Taxes for which SG 

frame rules & 

regulations. 

Taxes for which 

Both CG & SG can 

frame rules and 

regulations. 
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Learning Note 3: Model of GST in India 

 

      Dual GST Model 

 

    Taxable event: Supply 

 

                       

 Intra-state supply        Inter-state supply  

     (Within state/ UT)                   (Between States/ UT)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Amendment 1    2 Changes  

Before        

• 29 States 

• 7 UT 

 

1. Delhi  

2. Puducherry  

 

3. Daman & Diu  

4. Lakshadweep  

5. Andaman  

6. Dadra Nagar Haveli  

7. Chandigarh  

Final Summary   

 

 

 

 

 

     

 

 

Central GST (CGST) 

 

 

Paid to CG 

 

 

CGST Act 2017  

 

 

 

State 

GST (SGST) / UTGST 

 

Paid to respective SG/UT 

Govt. 

 

 

SGST Acts of States 

(Passed in respective 

state legislative 

assembly) 

 

Integrated GST 

(IGST) 

IGST = CGST + SGST 

 

 

Central Govt. 

 

 

IGST Act 2017  

 

 

 

Consuming state gets 

SGST portion of IGST  

from CG 

50% 50% 

1. Daman & Diu, Dadra Nagar Haveli 

Union territories got merged into one.  

 2. Reorganisation of J& K   

Merged  
J & K 

UT 

With SG. 

[CGST + SGST] 

 

Ladakh 

UT 

 [CGST + UTGST] 

 

India  

28 States   3 UT with SG 

Delhi/ Puducherry/ J & K 
5 UT  

CGST + UTGST  CGST + SGST  

1. Daman Diu 

Dadra Nagar 

Haveli  

2. Lakshadweep  

3. Andaman  

4. Chandigarh 

5. Ladakh  
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Learning Note 4:  Credit - Concept 

 Deficiencies In Earlier VAT System:  

 

 

 

  

 

 

 

Learning Note 5: Manner of utilisation of credit [S. 49 CGST Act 2017]  

 

 

 

 

 

 

 

 

 

 

 

Amendment by CGST (Amendment) Act 2018 w.e.f. 1st Feb. 2019 :-  

A new section was introduces S. 49A  

Which provided for following:  

“ITC of IGST shall be utilised fully before ITC of CGST and SGST/UTGST is 

utilised for discharge of GST liability”.  

Another S. 49B was introduced which empowered Govt. to notify manner of 

utilisation of credit.  

Non-inclusion 

of multiple 

local levies in 

state VAT 

(Eg: Luxury 

tax, purchase 

tax, etc.) 

Double taxation 

1. VAT is levied on 

an amount 

including 

excise duty  

2. CST never 

allowed as 

credit  

No 

CENVAT 

Credit after 

manufacturing 

stage 

No 

Integration 

between 

VAT & 

Service Tax 

Double 

taxation for 

transaction 

having 

goods & 

service 

(Eg: 

restaurants) 

 

Tax paid inward supply: 

IGST  

Can be utilised to 

pay tax on 

outward supply of 

CGST  SGST/ UTGST 

Can be utilised to 

pay tax on outward 

supply of:- 

Can be utilised to 

pay tax on outward 

supply of:- 

1. IGST : 

2. CGST and SGST/ 

UTGST (in any 

orders)  

1.  CGST;  

2.  IGST  

1.  SGST/ UTGST; 

2.  IGST  

Amnd. w.e.f. 1st Feb. 2019.  
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By using the power conferred to Govt. above, Govt. has notified a new  

Rule 88A which provided for following:  

1. ITC of IGST will be first utilised for payment IGST; 

2. Remaining ITC of IGST can be utilised for payment of CGST and 

 SGST/UTGST in any order  

 

Revised Ranking of ITC Utilisation.  

 

ITC 

Outward tax liability 

IGST CGST SGST/UTGST 

IGST Rank 1 Rank 2: Any order 

Note: Only after ITC IGST fully utilized. 

CGST Rank 4 Rank 3 Not permitted 

SGST /UTGST Rank 6 Not Permitted Rank 5 

 

Learning Note 6: Benefits of GST  

* Benefits to economy * Simplified tax structure 

1.  Creation of unified national 

market  

1.  Ease of doing business  

2. Boost to “Make in India” initiative  2.  Certainty in tax 

administration  

3.  Enhanced investment and 

employment.  

 

 

 

* Easy tax compliance  * Advantages to trade & industry  

1. Automated procedure with 

greater use of IT   

1. Benefits to agriculture and 

industry  

2. Reduction in compliance cost   2.  Mitigation of ill effects of 

cascading(Double Taxation).   

 3. Benefits to small traders and 

entrepreneurs.  
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Learning Note 7:  

 

 

 

 

 

 

 

 

 

 

 

 

Learning Note 8:  

 

 

 

 

 

 

Taxes subsumed under GST  

Central Taxes  

1.  Central excise duty & 

 Additional duty of excise  

2. Excise duty under medicinal 

& toilet preparations Act.  

3. Countervailing duty [CVD] & 

special CVD  

4. Service tax  

5. CST  

State Taxes  

1.  VAT  

2. Entertainment tax 

(Other than levied by 

local authority) 

3. Luxury Tax  

4. Tax on advertisement 

5. Octroi, entry tax, 

purchase tax.  

6. Tax on betting, 

gambling, and lottery.   

GST Common Portal 

www.gst.gov.in 

Common interface for both CG & SG compliances  

Managed by GST Network [Section - 8 Company] 

Functions: Registration, returns, payment, cross 

checking, Govt. GST share computation, etc.  

http://www.gst.gov.in/
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Learning Note 9: 101st Constitutional Amendment Act, 2016 

   

 

 

 

 

A new Article 246A was introduced which gave following powers. 

 

 

 

 

 

 

Need for constitutional amendment.  

 

Central Govt had to get power to 

collect tax on sales.  

State Govt. had to get power to 

collect tax on service.  

Both CG & SG are 

empowered to frame rules & 

regulations for intra-state 

supply of goods or service or 

both   

Central Govt was given 

exclusive powers to frame 

rules and regulations for 

inter-state supply of goods 

or service or both.   

“GST is levied on supply of all goods or service or both”: However.  

GST is not levied on 

alcoholic liquor for 

human 

consumption.  

[State excise + VAT] 

continues  

Tobacco and 

Tobacco products  

Both GST & Excise 

duty is levied 

GST on following 

products will be levied 

from a future notified 

date:- 

Code: HP – MAN 

High speed diesel, 

Petroleum crude 

[Petrol] 

Motor spirits 

Aviation Turbine Fuel  

Natural Gas (CNG) 

[Central Excise + 

VAT/CST continues]  

Note: Alcoholic Liquor and Tobacco and Tobacco products come under 

the category of “Demerited Products” and will be taxed higher 
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Learning Note 10: GST Council (101st Constitutional Amendment Act, 2016) 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Learning Note 11:. Classification 

 

 

 

 

 

  

New Article 279A empowered president to constitute a common 

body of state & central Govt. for GST decision making. Hence 

constituted GST Council.  

Constitution 

Chairperson: 

Union FM 

Members:- 

1. Union 

minister of 

state in 

charge of 

revenue or 

finance of 

state 

2. State FM/ 

nominated 

members. 

Also recommends 

date of 

applicability of 

GST to HPMAN  

Functions 

 

Can only make 

recommendations 

 

Areas 

Decision 

Quorum  

½ of GST 

council 

members.  

Weighted 

votes    

CG → 1/3rd 

weights  

Any 

decision 

requires 

¾th 

majority  

Rate

s 

Threshold  Exemption

s   

Special 

provision 

for 

special 

category 

states. 

Model of 

GST 
Taxes to be 

subsumed 

under GST  

Goods  Service   

HSN   

Harmonized System of 

Nomenclature    

SAC    

Service Accounting Code 

(Now called HSN itself) 
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Learning Note 12:  Registration: - Threshold u/s 22 of CGST Act 2017   

 

       Basis: - “Aggregate Turnover” 

 

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Person who are making intra-state supply of goods 

and/or service needs to register only if their aggregate 

turnover exceeds threshold limit: (w.e.f. 1st April 2019) 

General 

Category 

Special 

category  

Medium  

(SAPTUM) 

For all 

suppliers of 

goods and/or 

service  

Limit = 20 Lakhs  

Special  

Category  

Small  

(TNM2) 

For all 

suppliers of 

goods and /or 

service 

Limit = 10 Lakhs  

Other 

Goods 

Supplier of Service 

_______________ 

Goods and Services  

Limit = 20 Lakhs  

Supplier of  

1.  Pan masala  

2. Tobacco 

3. Ice cream  

         [PTI] 

4. Bricks and blocks 

 

 

  Limit = 20 Lakhs  

Limit = 40 Lakhs  

Supplier of 

Goods  
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Amendments 

In general category states intra-state supplier of following goods need to 

register when their AT>20 Lakhs 

 

Ice cream 

and other 

edible ice, 

whether or 

not 

containing 

cocoa 

Pan-

masala 

Tobacco and 

Manufactured 

tobacco 

substitute 

Fly ash 

bricks, fly 

ash 

aggregate, 

fly ash 

blocks 

 

Bricks 

of fossil 

meals 

or 

similar 

siliceous 

earths 

Building 

bricks 

Earthen 

or 

roofing 

tiles 

 

SAPTUM → Sikkim + Arunachal Pradesh+ Pondicherry + Telangana  

Uttarakhand + Meghalaya     

TNM2 → Tripura, Nagaland, Manipur, Mizoram  

 

Notes:-  

1. Aggregate turnover is a turnover on all India basis for a single PAN  

2. If a person has more than one branch, one in lower limit states other in 

higher limit states, lower limit will be applicable provided making taxable 

supply from such lower limit states. 

3. A person can voluntarily obtain registration even if his turnover does not 

exceed the threshold limit. Once registered he becomes a taxable person. 

Hence threshold is only for registration, not for payment of tax.  
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Chapter 2 - Supply under GST 
 

 

Section 7 of CGST Act 2017 

 

 

 

 

 

  

Subsection (1)  (1A) 

Deemed Supply of 

Goods/ Service 

Those activities as 

transactions which are supply 

by sub-section 1 

Treated as [Schedule II] 

Inclusion Subsection 

Subsection  

Supply of goods or supply of 

Service  

(a

) 

(b) (c) (aa) 

General 

Definition  
“Importation 

of service” 

“Activities 

mentioned in 

Schedule I” 

Activities or 

transaction 

by a person  Consideration 

Business  Consideration 

Business  

Supply of 

goods or 

service or 

both  

For 

Conside

ration  

By a 

taxable 

person  

In the 

course or 

furtherance 

of business 

Other than an 

individual to 

its members 

or vice versa  

By cash, 

deferred 

payment or 

other valuable 

consideration  

(2)  

Exclusion 

Sub section 

(a)  (b)  

Negative 

list 

Activities 

which are 

not a 

supply 

[Schedule 

III]  

Govt. 

can 

notify   

“Activities 

of Govt./LA 

as public 

authorities     

“Not a 

supply” 

Upon 

recommendation 

of GST Council  

(3)  
Empowering 

Govt. 

Govt. can notify 

upon 

recommendation 

of GST Council an 

activity as: 

(a) Supply of 

goods and 

not as 

supply of 

services.  

(b) Supply of 

services 

and not as 

supply of 

goods. 



 

1
3

 
 

C
A
 I

n
t
e
rm

e
d
ia

t
e
 M

a
y
’2

4
 

+
9
1
 7

0
1
2
1
 9

8
8
8
5
 |
 h

e
ll
o
@

t
a
x
s
c
h
o
o
l.
in

 

 
 

All forms of supply of 

goods and services or 

both 

Such as 

(Illustrative 

List) 

Made or agreed to be 

made for a 

consideration(S.2(31). 

By a taxable 

person 

In the course of 

furtherance of 

business 

1. Sale 

2. Transfer 

3. Barter 

4. Exchange 

5. Disposal 

6. License 

7. Lease 

8. Rental 

A person who is 

registered or liable 

to be registered u/s 

22 or 24  

of CGST Act. 

Can be in terms 

of money or 

otherwise for 

supply 

Includes 

monetary 

value of an 

act or 

forbearance 

for the supply 

Can be paid by 

recipient or any 

other person 

Subsidy 

received from 

State Govt/ 

Central Govt. 

(Excludes) 

Security 

deposit 

(unadjusted) 

Goods S.2(52) 

22(52)s222 

Services S. 2(102) 

Actionable 

claims 

Growing crops, grass 

and things attached 

to land which are 

agreed to be severed 

before supply. 

*Services - Definition 

Anything other than  

Goods 
Money and 

Securities 

Service Includes 

1. Use of money 

2. Exchange of 

currency/denomination 

3. Facilitating 

transactions in 

securities 

Separate 

Consideration 

is charged 

Every Kind of Movable property 

includes 

Excludes – Money and securities 

General Definition - Section 7(1)(a) 

 Supply includes 
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In the course of furtherance of business 

(Please note only importation of service can be a supply 

if done not in the course or furtherance of business) 

 
Business(S.2(17)) includes 

Any trade/commerce, 

manufacture, profession etc. 

even if there is no pecuniary 

benefit. 

Supply/acquisition of goods 

including capital goods and 

services 

Provision of facilities by 

club/association etc. 

Admission for consideration 

Services as holder of office 

Activities of a race club 

including 

Any activity by 

Government/Local Authority as 

public authorities 

Any activity incidental/ 

ancillary to 

Any activity of same nature 

even If no volume/continuity 

In connection with 

commencement/closure of 

business  

To its members for 

consideration 

To any premises 

Accepted in course/furtherance 

of trade, profession. 

By way of totalisator or a 

license to book maker or 

activities of a licensed book 

maker in such club 



 

15 
 

CA Intermediate May’24 

+91 70121 98885 | hello@taxschool.in 

Clarifications regarding consideration 

1. Donations received by charitable institutions from individual donors, 

without quid pro quo 

Donations received by the charitable organisations are treated as 

consideration only if there exists, quid pro quo 

GST is not leviable where all the following conditions are satisfied 

• Gift or donation made to a charitable organization  

• Gift or donation is made to a Payment has the character of gift or 

donation  

• Payment has the Purpose is philanthropic (i.e., it leads to no 

commercial gain) and not advertisement 

 

• Circular 116/35/2019 GST dated 11.10.2019 

GST on display of name of the donor in premise of charitable trust 

receiving donation 

 

Clarification : Whether such display of names would amount to supply 

of service?  

 

There is no obligation on the part of recipient of the donation to do 

anything. It is not aimed at publicity but rather an expression of 

gratitude. 

 

Hence no GST liabiity 

 

2. Art works sent by artists to galleries for exhibition –  

Not a supply as there is no flow of consideration. If the same art is 

sold at the exhibition it becomes a supply 

 

3. ‘No Claim Bonus’ offered by an insurance company to the insured 

 

o There is no supply provided by the insured to the insurance 

company in form of agreeing to the obligation to refrain from 

the act of lodging insurance claim during the previous year(s) 

and 

o NCB cannot be considered as a consideration for any supply 

provided by the insured to the insurance company. 

o It is treated as discount u/s 15(3)(a), recorded in the invoice at 

the time of supply. 
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Financial Transactions 

Definition of Goods and Services excludes  

“money and securites”  

 

Money Includes 

 

Money would also include 

Commercial Papers (CP) & Certificate of Deposit 

(They are in the nature of promissory notes, issance of drafts or letter of 

credits 

 

These are outside the ambit of Supply 

 

But any related activities for which a separate consideration is charged will 

be chargeable to GST 

 

 

 

 

Cheques Drafts Pay Orders Promissory 

Notes 

Letters of 

Credit 
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S.7 (1) (b) :  

 Supplier → Outside India  

 Recipient → in India  

 

Importation of Service  

 

 

 

 

 

 

 

 

 

 

                                                  

 

 

 

S.7 (1) (c)       :             Deemed supply without consideration 

  

For Consideration  

In the course or 

furtherance of business   

or  Not in the  

course or furtherance  

of business  

Activities mentioned in Schedule I  

(Para 1) 

Permanent 

transfer or 

disposal of 

business asset 

Where ITC has 

been already 

claimed 

2) Supply between  

1. Distinct person 

u/s 25, or  

2. Related person 

[Explanation to 

S. 15] 

3) Supply Goods 

Between 

principal & 

Agent 

4) Importation 

of service  

Without 

consideration 

In the course or 

furtherance of 

business from a 

related person 

or 

establishment 

outside India  

Supply u/s 7 
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Para 2 : Supply between related person or distinct person is a supply even 

without consideration 

 

A. Distinct Person u/s 25 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Note: 

1. A person needs to obtain registration in every state in which he makes 

a taxable supply from  

2. He can voluntarily take separate registration for two or more place of 

business in same state.  

3. If a person has one unit inside SEZ and other unit in non-SEZ area of 

same state, he is madatorily required to take two registrations.  

 

 

GSTIN : - Generation  GST Identification Number  

[15 Digit] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Two or more establishments  

of a single person  

in same state  

Where they are 

separately registered  

Two or more establishments  

of a single person  

in multiple states  

Where at least one 

is registered.  

2 Digit state 

code  

32 

10 Digit PAN 

AAAAL0000B 

“32AAAAL0000B1Z8” 

 

2 Digit  

Entity Code  

1Z 

Check sum 

character  

8 
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Clarificatory Circular:- 

1.  Circular 1/1/2017 IGST dated 07.07.2017 

 

Inter-state movement of conveyance  [Eg: Trains, Truck, vessels, 

containers etc.) between distinct persons 

 

 

 

 

 

 

 

       

Clarified as not a supply 

 

 

Same clarification is applicable to inter state movement of rigs, tools and 

spares and all goods on wheel (like cranes) between distinct person. Clarified 

as “not a supply” ⟶ Circular 21/21/2017 – GST dated 22.11.17 

 

Notes:  

1. Supply of goods other than above is a supply even without consideration 

between distinct person.  

2. When there is transfer of goods for reasons other than supply, instead 

of tax invoice a document called “Delivery Challan” will be issued under 

rule 55 of CGST rules 2017.  

3. Same clarification applicable for CGST and SGST also (Intra-state 

Supply).  

  

 

  

For carrying goods or 

passengers or both  

For repair and 

maintenance   
or 

 [Except for further supply of such conveyance] 
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A. Related Person  

Supply between related person is a supply even without consideration.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Employer & employee are related persons  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

General Relation  

1. Officers or directors 

in each other’s 

business 

2.  Legally partners  

3. Employer and 

employee  

4. Family members 

[u/s 2] 

5. Sole distributor  

Control Based  

(Directly/ 

Indirectly) 

Controls each 

other  

[Eg: holding/ 

subsidiary, 

etc.] 

Together 

they 

control 3rd 

party. 

3rd party 

controls 

both 

3rd party 

holds ≥ 

25% 

voting 

power/ 

shares in 

both.  
1.  Spouse & children and  

2. Parents, grandparents, 

brothers and sisters only (if 

they are wholly or mainly 

dependent.) 

Related persons [Explanation to Sec. 15] 

Service provided by 

employee to 

employer.  

In the course of 

employment  

Receiving salary  

Not a supply  

[para 1 schedule III 

S. 7 (2) (a)] 

Supply by employer 

to employee 

Supply as a part of 

employment 

contract  

Perquisites 

Salary ≠ Supply  

Para 1. Sch. III 

S. 7 (2) (a)  

Gift  

Outside salary 

No. consideration  

Employer & 

Employee are related 

person  

Supply u/s Para 2  

S. I  

S. 7 (1) (c)  

Note: Gift per employee per financial 

year up to Rs.50,000 is exempted. 

(Not considered as supply)  
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Clarification: 

Circular No: 172/04/2022: Perquisites provided by employer to employee as 

per employment contract: 

 

  

  

Schedule III, Service by employee to employer in the course of 

employment is not a supply. Perquisites are a consideration for the 

same. 

 

Para 3 :     Supply of goods  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(Circular 57/31/2018 GST dated 04.09.2018) 

Clarification on an agent is para 3 agent or not :-  

 

Para 3 is applicable only for an agent for supply of goods not for service 

 

 

An Agent Will be considered as agent for supply of goods without 

consideration between agent and principal only if  

 

 

 

 

 

 

Between principal & Agent  

By principal 

to agent  
By agent to 

principal   

For further 

supply  

When goods are 

procured on behalf 

of principal  

Principal  

VKC  

Goods 

Supply even 

without 

consideration  

Agent  

Customer  

Principal  

LP  

Goods 

Procure

d 
Supply even 

without 

consideration  

Agent  

Cotton 

RM Factory 

Invoice for further supply 

is issued by agent in his 

name.   

Invoice for goods procured 

are issued to agent in his 

name.  
or 

Clarified “will not be subject to GST” 
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Clarification of DCA ⟹ Circular 73/47/2018 

 

Del-Credere Agent (DCA): Guarantees payment to the supplier. Hence will be 

eligible for a higher commission. In order to provide timely payment to 

principal supplier, DCA resorts various methods such as short-term 

transaction loans, recovering amount from buyer with interest at a later date.  

Circular clarifies of goods in such cases 

 

 

  

Following supplies take 

place:  

1. Supply of goods by 

principal to recipient  

 2. Agency service by DCA 

to principal  

3.  Supply loan service by 

DCA to recipient.  

Whether DCA is a para 3 Agent? 

⇒   Invoice issued in the name of DCA  

   circular 57/2017 

 

Following supplies take place in 

such case:  

1. Supply of goods by principal to 

DCA 

2. Further supply of goods by 

DCA to recipient.  

3. Agency service by DCA to 

Principal. 

   

Since DCA is a para 3 agent for 

supply of goods, credit facility by 

DCA to customer is no longer a 

separate supply rather interest on 

delayed payment of consideration 

for supply of goods 

Hence interest will be 

added to value of supply 

of goods by DCA to 

recipient u/s 15 (2) (d)  

Hence credit facility is an 

independent activity 

Interest is not included in 

value of goods 

Interest on loan is 

exempted vide 

notification No. 12 /2017 
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Para 4 :-  

 

 

 

 

 

 

 

 

 

 

 

 

Note : Impact of amendment:-  

Import of service by a person other than taxable person in the course or 

furthernace of business [Eg: T/o < limit or making non-taxable supply] 

without consideration from related person or establishment outside India 

becomes supply.  

 

Importation of service  

By any person  

Without consideration  

[Earlier taxable person] 

[Amendment] 
w.e.f 1st Feb. 2019 

In the course or furtherance of business  

From a related person or establishment outside India  

Additional 

condition  
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Activities or transaction which are supply u/s 7(1) are treated as 
supply of goods or service as per schedule II 

(1) Transfer 

Transfer of 
title in goods 

as title in 
goods upon 

an 
agreement 

that 
property 

shall pass on 
at a future 

date  

[Eg: Hire 
Purchase, 
sale on 

approval, 
etc.] 

Supply of 
Goods 

Transfer of 
undivided 

share or rights 
of goods 
without 

transfer of 
title 

Supply of 
Service 

(2) Land & 
Building 

Any lease, 
tenancy, 

Easement, 
License to 

occupy land or 
lease or letting 
out of Building. 

Supply of 
Service 

Any treatment 
or process 

Applied to 
another 
person’s 
Goods. 

Supply of 
Service 

Transfer of 
Business Asset 

Goods 
forming 
part of 

business 
asset are 

transferred 
or disposed 

off. 

Permanently 

Supply of 
Goods 

Providing 
business 
asset for 
private 

use or any 
use other 

than 
business 

use 

Supply 
of 

Service 

Goods upon 
winding up of 

business [ceases 
to be taxable 

person] deemed 
to be supplied 
by him [Other 

than transfer as 
a going 

concern/carried 
on by 

representative] 

Supply of 
Goods 

Following 
supplies are 

deemed to be 
supply of service 

(a)  

Renting of 
immovable 
property 

(b) Construction 
of civil 

structure, 
building, etc. 

(c) Temporary 
transfer or 

permitting use 
or enjoyment of 

intellectual 
property rights 
(Eg: Copy right, 
Patent, etc.) IPR 

(d) Development 
design, 

programming, 
adaptation, etc. 
of IT software 

(e) Agreeing to 
obligation to 

refrain from an act 
or to tolerate an 

act or situation or 
to do an act 

(f) Transfer right to 
use any goods for any 
purpose [E.g. Trucks 

on Hire] 

Following 
Composite 
Supply are 

deemed to be 
supply of 
service 

(a) Works 
Contract Service 
[Supply of goods 
(material) and 
service (labour) 
over a single 
contract of 
immovable 
property] 

(b) Supply of 
goods being food 

or any other 
article for 

human 
consumption or 

any drinks 
[Restaurant] 
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Case discussion: Amendment  

Introduction of Sec. 7(1)(aa)  

 

Earlier  

S.7 (1A) → Para 7 [Which is now omitted] 

        It was saying  

 

 

 

 

 

 

Association and its members  

 

 

 

 

 

 

To avoid confusion : retrospectively  [w.e.f. 1st July 2017] 

a new clause was introduced : 

S.7(1) (aa) :  

 

 

 

 

 

 

 

 

 

 

It will be treated as “SUPPLY” 

 

Explanation: For the above provision person other than individual and its 

members are deemed to be two separate person.  

 

  

“Unincorporated 

association or 

BOI” 

Omitted 

Cash or deferred 

consideration  

Members  

Deemed to be SOG  

Goods 

Club 

 

Activity/ transaction  
Member 

Constituents  

Any person 

other than 

individual  

[Eg: Association] 

For cash/ deferred consideration or any other 

valuable consideration 

Qn:  

Is association different 

from its members? 

Vice Versa 
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Circular 44/18/2018 : - Pagadi System/ Tenancy Rights 

 

 

 

 

 

 

 

Clarfification : - Whether Tenancy premium and periodic rent are subject to 

GST? 

 

Tenancy is supply of service as per para 2 Schedule II 

Hence GST is payable. 

Please note, Transfer of tenancy rights for a premium is a separate supply 

of service and subject to GST. 

Note: If the property in question is a residential property given on tenancy 

for residential purpose to unregistered person, tenancy premium and periodic 

rent are exempted from GST as per Notification 12/2017.  

 

Circular No: 178/10/2022: - GST on Liquidated Damages, breach of contract 

penalty, etc. 

Provision of the law: Schedule II: Para 5(e) 

Following activity is deemed to be supply of service: - 

“Agreeing to the obligation to: - 

 

To refrain from an act. To tolerate an 

act/situation. 

To do an act. 

Eg:  

(i) Non-compete 

contract in a 

product, service or 

geographical area 

against 

consideration 

 

Eg: Shop owner 

allowing 

hawker/peddler shop 

to run in front of his 

shop upon a 

 

Eg: Industrial unit 

installing 

additional 

zero/emission 

measures for a 

consideration from 

Building 

owner 

Commercial 

Property 

Registered  

Mumbai  

Tenancy  

Pagadi 

Contract  

 
Periodic Rent  

+ 

 
Tenancy 

Premium  

[2 Crores]  

Dennis 

Outgoing  

Tenant  

Stamp Duty 

 

 

Tenancy 

Premium 

10 Crore 

Ajmal  

Incoming  

Tenant  

Hari 
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monthly 

consideration 

a RWA (Residential 

Welfare 

Association) 

(ii) Contract to refrain 

from constructing 

more floors in a 

housing project for 

a consideration to 

not block sunlight 

for another project. 

  

 

To summarise, the activity must comply following conditions. 

 

There must be an expressed or 

implied agreement or contract 

Consideration must flow in 

return to this 

contract/agreement 

 

Clarificatory Circular : Taxability of certain transactions: - 

i. Liquidated Damages 

- It can’t be said to be consideration received for tolerating 

the breach or non-performance. 

- It is a measure of loss and damage that parties agree due to 

breach of contract 

- The contract here is entered for execution and not for its 

breach. 

- Hence it does not constitute consideration for supply and are 

not taxable. 

Examples: Liquidated Damages 

Damages resulting 

from – 

1. Damages to 

property 

2. Negligence 

3. Piracy 

4. Unauthorised 

use of trade 

name, 

copyright 

Penalty for 

delayed 

construction of 

house 

Forfeiture of 

earnest money 

by seller of an 

immovable 

property or 

Govt. when 

bidder does 

not act after 

winning bid of 

natural 

resources 

 

   Doesn’t constitute supply. 
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- However, in following cases, it would be considered as supply 

  

Late 

fee/penalty for 

failure to make 

payment by due 

date as per 

contract 

Contract to 

forfeit advance 

on tickets if 

customers 

doesn’t show-

up 

Contract for 

forfeiture of 

security 

deposit if 

customers 

doesn’t 

show up for 

the tour 

Contract 

for 

payment 

fee for early 

termination 

of lease 

Contract 

for pre-

payment 

penalty on 

loans. 

 

These are ancillary to principal supply for which contract is signed, 

they shall be assessed as principal supply. Hence, it will be exempt 

only if principal supply is exempt. 

ii. Cheque Dishonour Penalty 

- Here the payment never implies tolerating an invalid cheque. 

- Hence it is not a consideration for any service 

- It is not taxable 

iii. Penalty imposed for violation of laws. 

- It is not a consideration as it never implies tolerating 

violation 

- Hence it is not taxable. 

iv. Forfeiture of salary or payment of bond for not serving contract 

period. 

- It is entered to discourage non-service candidate to take up 

employment 

- It does not constitute consideration 

- Hence it is not taxable 

v. Late payment surcharge/fee. 

- Ancillary supply to principal supply 

- Hence taxable as principal supply 

vi. Fixed charges for electricity 

- Both fixed charges and variable charges are charges for sale 

of electricity. 

- Hence it is not taxable as electricity is exempt from GST 

vii. Cancellation charges or forfeiture of advances 

- The fee constitute cost of arranging goods or services for 

transportation or tour. 

- Constitute supply and taxable in the same rate of original 

supply which is now cancelled  
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S.7 (2) (a) : Activities which are neither supply of goods nor supply of 

service.  

 

Negative list - Schedule III 

Schedule III (Negative List) 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Not a supply  

Service by 

employee to 

employer under 

employment 

contract 

receiving 

salary/wage. 

(1) 

MP, MLA, etc.  

(2) 

Following 

persons in their 

respective 

capacity. 

[No employment 

contact] 

(3) 

Person holding a 

position by virtue 

of constitution 

[Eg: PM, 

President, etc.] 

Person 

holding a 

position in a 

body 

established by 

Govt.  

[Eg: Chairman 

GST council] 

Services by 

court/ tribunal  

(Eg: Fee paid to 

courts) 

(6) (5) (4) 

Actionable 

claims other 

than Specified 

actionable 

claims. 

 

Specified 

actionable 

claims include 

Lottery, betting 

and gambling, 

horse racing, 

Casinos, 

Online money 

games 

 

Note: 

Un-secured 

debt not a 

supply 

Sale of land & 

Building  

Funeral, Burial, 

Crematorium, mortuary 

service including 

transportation of 

deceased.  
Sale of land  Sale of Building   

Full or part 

consideration is 

received before 

obtaining 

occupancy/ 

completion 

certificate   

Supply of 

service  

Full consideration is 

received after 

obtaining 

occupancy/completion 

certificate from 

competent authority ` 

Not a supply  
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“Specified actionable claim” as defined in section 2(102A) of the CGST 

Act, 2017 means the actionable claim involved in or by way of: -  

(i) betting;  

(ii) casinos;  

(iii) gambling;  

(iv) horse racing;  

(v) lottery; or  

(vi) online money gaming;  

 

 

 

 

 

 

 

S.7 (2) (b) :        Govt can notify  

 

   “Activities of Govt/ local authority  

        as public authority”  

 

    as “Not a supply”  

 

            Upon recommendation of GST Council  

➢ Govt has made following notification in this regard.  

 

1. Services by way of activities in relations to functions entrusted to a 

panchayat/ muncipality under article 243G/243W.  ⇒ Not a supply 

 

Eg : Urban planning, waste management, etc.  

 

Amendment  

2. Notification No. 25/2019  ⇒ Central Tax & Notification 24/2019 

Integrated Tax    Dated 30-09-2019  

Service by way of grant of Alcoholic liquor licence ⇒ Not a supply  

 

Circular 121/40/2019 → clarifies that above provision is only applicable for 

grant of liquor licenses by state government. [Not a supply] 

Other licenses like mining, etc is subject to GST under reverse charge 

mechanism by Business entities.  

Supply of Online Money Gaming under IGST Act [NN 03/2023 – IT w.e.f. 1st 

October, 2023]  

By Virtue of NN 03/2023 IT the supply of online money gaming shall be 

treated as the goods however, on import of which GST shall be collected as 

per section 5(1) of IGST Act (not as per customs). Supply of online money 

gaming is goods as it is defined in the definition of specific actionable claims 

(S. 2(102A) of CGST Act) 
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Circular 22/22/2017 → GST dated 21/12/2017 

Artwork sent by artists to art galleries for exhibition is not a supply [No 

consideration] 

↓ 
Invoice will be issued only when buyer buys the art work displayed at art 

gallery.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Art work 

Painting  

DC Artist 

Exhibition  

Art 

Gallery 

Bought  

TI Buyer 

Composite supply (S.2 (30)) 

Comprises 

of two or 

more 

taxable 

supply of 

goods 

and/or 

service   

Naturally 

Bundled  

and supplied 

in 

conjunction 

with each 

other  

One of them 

is a principal 

supply  

[Which covers 

predominant 

portion of 

supply] 

Mixed Supply [S.2 (74)] 

Two or 

more 

individual 

supplies of 

goods and 

/or service  

For a single 

price supplied 

in 

conjunction 

with each 

other  

and not a 

composite 

supply 

If supply is mixed supply it 

will treated as supply of 

such individual supply 

which attract highest rate 

of tax  

S-8 

S.8 : If supply is composite 

supply, it will be treated as 

supply of principal supply. Rate of 

principal supply will be applicable 

to entire supply. 
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Clarificatory Circulars  

 

 

 

 

 

 

 

 

 

 

 

 

  

 

Sales Promotion Schemes 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Servicing of cars  

Labor + Spares 

(Service) + (Goods) 

Bill it separate 

Separate rates 

will apply 

Bus-body building  

Composite 

supply of goods 

and service  

Principal 

Supply 

Depends 

on 

contract  

Tire retreading/ 

resoling  

Composite supply 

Principal 

Supply 

Supply of 

service   

(Essential 

character) 

Printing brochure 

pamphlet, annual 

report, etc.  

Printing contract 

where design, logo, 

contents supplied 

by recipient   

Composite 

supply of 

Goods and 

service  

Supply of service  

Principal 

Supply Printing  

utilities like 

cartons, envelops, 

tissue paper  

Supply 

of 

Goods 
Circular 92/11/2019 ⇒ GST dated 07-03-

2019 

Free sample and gift  

Eg: Pharmaceutical 

companies  

No consideration  

Hence not a supply unless  

it is schedule I activity  

ITC on input used for such 

gift or free sample needs to 

be reversed u/s 17 (5) (h).  

Buy one get one free  

Eg: Readymade  

Supply of two goods 

for a single price  

It can be composite 

or mixed supply  

No reversal of ITC 
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1. Supply of food and beverages at  cinema halls taxable as restaurant 

service dated. 01.08.2023 vide Circular No. 201/13/2023 GST 

Clarification 

(i) supply of food or beverages in a cinema hall is taxable as 

‘restaurant service’ as long as: 

(a) the food or beverages are supplied by way of or as part of a 

service, and 

(b) supplied independent of the cinema exhibition service. 

 

(ii) where the sale of cinema ticket and supply of food and beverages 

are clubbed together, and such bundled supply satisfies the test 

of composite supply, the entire supply will attract GST at the rate 

applicable to service of exhibition of cinema (principal supply). 

 

2. Clarification on taxability of shares held in a subsidiary company by 

holding company dated. 17.07.2023 vide Circular No. 196/08/2023 GST 

 

Purchase or sale of shares or securities is neither a supply of goods nor 

a supply of services.  

 

The activity of holding of shares of subsidiary company by the holding 

company per se cannot be treated as a supply of services by a holding 

company to subsidiary company just because of a specific entry under 

SAC i.e. 997171 Services provided by holding companies – Holding of 

securities  

 

“cannot be taxed under GST.” 
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