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esokM+ psEcj vkWQ dkWelZ ,.M b.MLVªh dh dk;Zdkfj.kh lfefr dh cSBd fnukad 18-05-2019 dks esokM+ psEcj Hkou esa lk;a 5-30
cts vk;ksftr dh xbZA cSBd dh v/;{krk v/;{k Jh fnus'k ukSy[kk us dhA
1 ekun egklfpo Jh vkj ds tSu us crk;k fd 11-02-2019 dks vk;ksftr dk;Zdkj.kh lfefr dh cSBd dk;Zokgh fooj.k psEcj

if=dk ds Qjojh 2019 ds vad esa izdkf'kr fd;k x;k gSA mifLFkr lnL;ksa us fnuakd 11-02-2019 dh cSBd dh dk;Zokgh
fooj.k dh iq"Vh dhA

2 fuEu lnL;ksa us vuqifLFkfr pkgh tks Lohd`r dh xbZ &
Jh vfuy ekuflagdk 'kkjnk LiuVsDl izk fy
Jh ,l ih ukFkkuh ukFkkuh QkeZ
Jh , ds esgrk ch,l,y fyfeVsM
Jh ds lh izgykndk HkhyokMk VsDlVkby ,tsUV ,lksfl;s'ku
Jh ,l ds lqjk.kk cY;wds;j VsDukslksY;w'ku
Jh vfuy 'kekZ , bUQzkLVªDpj fyfeVsM
Jh ';ke MkM HkhyokMk vkWVkseksckby e'khujh MhylZ ,lksfl;s'ku
Jh oh ds ekuflaxdk

3 ekun egklfpo Jh vkj ds tSu us crk;k fd psEcj ds o"kZ 2018&19 ds okf"kZd ys[kk&tks[kk izLrqr fd;sA mUgksaus
ys[kk&tks[kk lnL;ksa ds fopkjkFkZ j[kkA MkW ih ,e csloky us psEcj dh vk; o`f) ij larks"k tkfgj fd;kA lnL;ksa dh
tkudkjh ds fy, Jh vkj ds tSu us crk;k fd , ,e lh pktsZt esa o`f) fy¶V ds , ,e lh pktsZt ds dkj.k gqbZ gSA lkFk gh
fjis;j ,oa esUVsusUl dh ftEesnkjh vc esokM psEcj MoyiesUV VªLV ds ctk; psEcj dks ogu djuh gS] blfy, bl en esa Hkh
[kpsZ eas o`f) gqbZ gSA Jh ts lh y<~<k us cSad ds pkyw [kkrs eas vf/kd jkf'k j[kus ds ctk; ,QMh djkus dk lq>ko fn;kA Jh
vkj ds tSu us crk;k fd [kkrs esa tek jkf'k lnL;ksa ls lqizhe dksVZ esa fjfotu fiVh'ku ds fy, izkIr /kujkf'k ds dkj.k ls gS]
bleas ls ,MoksdsV ,oa vU; Hkqxrku ds ckn vf/k'ks"k jkf'k ¶ysDlh ,dkm.V esa VªkalQj dj nh tk;sxh ;k ,QMh eas fuos'k
fd;k tk;sxkA mifLFkr lHkh lnL;ksa us ys[kk&tks[kk ikfjr fd;s ,oa vkWfMVj ls gLrk{kj djkus dk vuqjks/k fd;kA

4 ekun egklfpo Jh vkj ds tSu us crk;k fd o"kZ 2019&20 ds fy, psEcj ds vk;&O;; dk vuqekfur ctV is'k fd;kA
mUgksaus o"kZ 2019&20 vuqekfur vk; yxHkx 31 yk[k ,oa vuqekfur O;; 23-24 yk[k dk crk;kA mifLFkr lnL;ksa us
loZlEefr ls 2019&20 dk vuqekfur ctV ikfjr fd;kA

esokM+ psEcj vkWQ dkWelZ ,.M b.MLVªh] HkhyokMk
dk;Zdkfj.kh lfefr dh cSBd fnukad 18-05-2019
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5 psEcj ds ckW;ykWt esa la'kks/ku ij fopkj ,oa vuqeksnu dj okf"kZd vkelHkk esa izsf"kr djukA
v/;{k Jh fnus'k ukSy[kk us crk;k fd psEcj ds ckW;ykWt yxHkx 50 ls vf/kd o"kZ iqjkus gks pqds gS] ftudks orZeku ifjis{k esa
la'kksf/kr djuk vko';d gSA iwoZ esa dk;Zdkj.kh lfefr us blds fy, ,d ikap lnL;h; desVh dk xBu fd;k Fkk] ftl
desVh us dbZ ckj cSBd dj xgu fopkj foe'kZ fd;k gSA eq[;#i ls la'kks/ku esa dk;Zdkj.kh lfefr dh lnL; la[;k dks
lfefr djuk] dkWiksjsV lnL; ds #i esa ,d ubZ lnL; Js.kh cukuk vkfnA dk;Zdkj.kh lfefr dh cSBd eas o"kZ ds nkSjku ,d
Hkh cSBd eas ugh vkus okys lnL; dks vxys ,d o"kZ ds fy, dk;Zdkj.kh lfefr dh lnL;rk ds v;ksX; ?kkSf"kr djukA
lnL;rk 'kqYd ds Hkqxrku dh vfUre frfFk 30 twu fu/kkZfjr djuk] ftls dk;Zdkj.kh lfefr vko';d le>s rks 30 flrEcj
rd c<k ldrh gSA Jh vkj ds tSu us crk;k fd bu lHkh izLrkoksa ij dk;Zdkj.kh lfefr lgefr iznku djs] rks budks vfUre
#i nsdj lfefr dh vko';d cSBd eas izLrqr dj ikfjr djok;k tk,xkA mifLFkr lHkh lnL;ksa us bl ij lgefr iznku
dhA

6 okf"kZd vkelHkk dh frfFk;ksa dk fu/kkZj.k djukA
okf"kZd vkelHkk dh frfFk fu/kkZj.k ij fopkj foe'kZ ds ckn lHkh lnL;ksa us okf"kZd vkelHkk 29 twu 2019 dks lk;a 7-00 cts
j[kus dk fu.kZ; fy;kA
dk;Zdkj.kh lfefr dh lnL; ds vkosnu i= nkf[ky djus dh vfUre frfFk&24 twu 2019

uke okil ysus dh vfUre frfFk&26 twu 2019
okf"kZd pquko ds ds fy, iwokZ/;{k MkW ih ,e csloky dks pquko vf/kdkjh fu;qDr fd;k x;kA

7 u;s lnL;rk izLrko &
ekun egklfpo Jh vkj ds tSu us crk;k fd fuEu u;s lnL;rk izLrko izkIr gq, gS] tks fd lHkh fu;kZrd Js.kh ls gSA bl ij
fopkj foe'kZ ds ckn fuEu lnL;rk izLrko loZlEefr ls Lohdkj fd;s x;s %&
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ekun egklfpo Jh vkj ds tSu us crk;k fd 31 ekpZ 2019 dks lnL;rk 'kqYd izkIr ugh gksus ls Lor% fujLr lnL;rk,¡
gS] mifLFkr lnL;ksa us vuqeksnu fd;kA

bdkbZ dk uke izfrfuf/k dk uke dk;Z{ks=

1 uohu osftVscy dEiuh Jh uohu ukFkjkuh d`f"k mRikn fu;kZrd

2 lksek.kh LVksu feujYl Jh eqds'k lksekuh LVksu fu;kZrd

3 fl)kUr VsDlVkby Jhefr lq'khyk tSu diMk fu;kZrd

4 LuksVsDl flUFksfVDl izk fy Jh fueZy dkofM;k diMk fu;kZrd

5 vkfLrd ekdsZfVax izk fy Jh t;s'k ckaxM diMk fu;kZrd

6 jsMsd vkWoflZt izk fy Jh js[kk vxzoky ued fu;kZrd

,lksfl;sV~l Js.kh

dapu bf.M;k fyfeVsM ¼izkslslZ fMfotu½ Jh nqxsZ'k ckaxM ,lksfl;sV~l

dapu bf.M;k fyfeVsM ¼fofoax fMfotu½ Jh nqxZs'k ckaxM ,lksfl;sV~l

iksfyfid FkzSM~Zl izk fy Jh xkSjo lqjkuk ,lksfl;sV~l

osydksl lqijQsc Jh ujs'k tSu ,lksfl;sV~l

Jh ,u ,l NkcMk Jh ,u ,l NkcMk lk/kkj.k

lenk VsDlQsc izk fy Jh lqjs'k ljkZQ lk/kkj.k

vHkh bUQksikdZ] fpŸkkSMx< Jh vUur ekgs'ojh lk/kkj.k

jes'k ukFk ;ksxh] fpŸkkSMx< Jh jes'k ukFk ;ksxh lk/kkj.k

ekun egklfpo Jh vkj ds tSu us crk;k fd 1 vizsy 2019 ds ckn fuEu R;kxi= izkIr gq, gS mifLFkr lnL;ksa us
vuqeksnu fd;kA

jkt jkts'oj bUVjizkbtst izk fy] fd'kux< Jh ';kelqUnj eksnkuh ,lksfl;sV~l

fl)kFkkZ ,tsUlht Jh ,l ,y Jheky ,lksfl;sV~l

1 vU; fcUnq v/;{k egksn; dh vuqefr ls&
iwokZ/;{k Jh ts lh y<~<k us lq>ko fn;k fd dk;Zdkj.kh lfefr dh lHkh cSBd lk;a 6-00 cts ds ckn vk;ksftr dh tkuh
pkfg,] rkfd lnL; vius O;olk; ls Qzh gksdj Hkkx ys ldsA
Jh vkj ds tSu us izLrko j[kk fd ,y,uts gkWy ds fy, IykfLVd ps;j ds ctk; ubZ ps;j ,oa vkWfQl ds fy, u;k QfuZpj
[kjhnuk pkfg,] mifLFkr lHkh lnL;ksa us nksuks izLrkoksa dk vuqeksnu fd;kA

¼vkj ds tSu½
ekun egklfpo
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1 Jh fnus'k ukSy[kk fufru fLiulZ fyfeVsM
2 Jh vkj ds tSu vkj ds tSu ,.M ,lksfl;sV~l
3 Jh ts ds ckxMksfn;k eaxye ;kuZ ,tsUlht
4 Jh ds ds eksnh eksMVsDl VsDlV~jkbTlZ izk fy
5 MkW ih ,e csloky jatu lqfVax izk fy
6 Jh ts lh y<~<k lqfnok fLiulZ izk fy
7 Jh vkj ,y dkcjk jksysDl izkslsllZ izk fy
8 Jh th lh tSu lE;d flUFksfVDl izk fy
9 Jh vrqy lksek.kh , ds lksek.kh ,.M ,lksfl;sV~l
10 Jh ih ,l rysljk rysljk bysDVªksfuDl
11 Jh vrqy 'kekZ dyj lkbtlZ izk fy
12 Jh jktho eqf[ktk uoyksd ,fDtfcVlZ izk fy
13 Jh lqjs'k ikSn~nkj ikSn~nkj ;kuZ ,tsUlht

dk;Zdkj.kh lfefr dh fnukad 18-05-2019 dks mifLFkr lnL;ksa dh lwph fuEukuqlkj gS &
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Minister of State of Atomic Energy , Space , Prime Minister Office
, Personnel, Public Grievances and Pensions
Office Address Residence Address ParliamentAddress
South Block, Raisina
Hill,
New Delhi-110011

4, Kushak Road,
New Delhi-110011

Room No 12, Parliament
House New Delhi
110001

+91 11 23010191
+91 11 23013719
+91 11 23017931 (Fax)

+91 11 23794542
+91 11 23794529
+91 11 23794559 (Fax)

+91 11 23093951

Constituency
: Udhampur

State : JammuAnd
Kashmir

House : Lok
Sabha

Party :
BJP
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Shri Raj Kumar Singh (Profile) DOB : Dec, 20 1952
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Office Address Residence Address Parliament Address
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91 11 23710411

91 11 23710065 (Fax)
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Shri Kiren Rijiju (Profile) DOB : Nov, 19 1971
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House : Lok
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Party :
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Entry Tax on Import of Goods – What you should know?

What is Entry tax?

What is the issue related to imports?

When they can be taxed?

The period for which the department can ask for Entry tax?

What should a dealer do in case a notice of Entry tax is received?

The Government have started flooding the dealers with series notices over Entry Tax liability where goods were brought into

the states from out of India. What are the legal provisions behind these notices and what has changed just now, one should

know. In this write up, we are trying to explain this issue in the light of Rajasthan Entry of Goods into LocalAreasAct, 1999.

It is a levy of tax in cases where the goods are brought into the local area (i.e. in the state) from outside the local area. It taxes the

goods when they enter in the state.All goods which are brought into the local area from outside the local area for the purpose of

consumption, use or sale within the state are being taxed under these provisions.

It is essentially a tax levied on all the goods which are brought in the state from outside the state for the purpose of sale,

consumption and use in the state.

In case of imports, however the material is bought from outside the state into state, it was contended that it do not fulfil the

following criteria:-

1. That material was not brought from any other state into the state, whereas the Entry tax law required hat movement should

have occasioned from any other state, which is not the case.

2. That the import materialises directly in the state at the business premise of the person importing it, thus it is also not the case

where the material is “brought into”. It was said that occasioned in the state only. Thus not a case of Entry Tax.

However, the Hon'ble Supreme Court in a rejected the above contentions and upheld the view of the departments of various

states that the Entry tax is leviable on all the goods imported into the local area for the purpose of sale, use or consumption

within the state.

It is not necessary always that the Entry tax will be levied in each case where the goods are imported. There are certain

exemptions and situations where the goods can be taken out of this levy of Entry Tax. Such cases are:-

1. Goods are sold in the state as such and VAT is paid on those goods in the state

2. Goods are not sold within the state I.e. sold outside the state

3. Goods do not fall under the category of entry tax goods i.e. there are only 53 items in the state of Rajasthan on which the entry

tax is levied. Rest all the items are out of this category. Dealer can fight for exclusion of his item from a particular category on

case to case basis.

4. Goods are used in a works contract where the property in the goods have been transferred to the buyer.

As on 31.03.2019, where the department had issued the notice of entry tax, the department had the right to issue notices for the

financial year 2013-14 not before that (i.e. within 5 years from the end of the FY). Thus, all the periods could be opened from

FY2013-14 till 30.06.3017 (afterwards the entry tax was subsumed in GST).

1. See whether the notice is before FY2013-14.

2. See whether the details asked correspond to his imports.

3. See whether his goods confirm to the list of goods on which Entry tax is leviable?

4. To see whether he falls to any of the exceptions or exemptions to entry tax law?

5. Finally file the reply to the department taking resort to the details and information available.

In the end, we would conclude that though levy of Entry Tax has been upheld in case of imported goods by the Supreme Court,

still the assessee has a lot of space to see and cast out his goods from such levy and save themselves. One need a cautious look at

various imports made by him and there eligibility for Entry Tax.

Articles

ENTRY TAX ON IMPORT OF GOODS
CA Ranjan Mehta
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Impact of GST on Free Supplies & Free Samples:

While the term 'free supply' is not defined under GST law, a 'free supply' in general sense, means a supply of goods or services

without consideration. Under GST law, the incidence of tax is 'supply'. The term 'supply' has been defined in an inclusive

manner under Section 7 of the CGSTAct. The term 'supply' as defined under Section 7 of CGSTAct, 2017, includes all forms

of supply such as sale, transfers, exchanges, barters etc. made or agreed to be made for a consideration in the course or

furtherance of business.

Further, clause (c) of Section 7 (1) provides that the activities specified in Schedule I, made or agreed to be made without a

consideration, is a supply under GST.As per Para 2 to said schedule, supplies between related persons or distinct persons in the

course or furtherance of business even if not for a consideration shall be termed as supply. As a result, free supplies between

unrelated persons are not 'supplies', therefore, not taxable, whereas free supplies between related persons are 'supplies' and

therefore, such supplies are eligible to GST. In other words, GST shall be levied on the supplies made even without

consideration between distinct or related persons on such value as determined in accordance with Section 15 of CGST Act,

2017 read with Valuation Rules under CGST Rules, 2017.

The said schedule also provides under Para 1 that the

on such asset is treated as supply. The term BusinessAssets has not

been defined under theAct.According to general rule of interpretations, if the language used has a natural meaning we cannot

depart from that meaning unless, reading the statute as a whole, the context directs us to do so.According to the plain meaning

rule, absent a contrary definition within the statute, words must be given their plain, ordinary and literal meaning. In the instant

case, the term Business Asset is of very wide connotation. It includes every asset of the business including capital goods,

finished goods etc. The clause stated above includes free supplies between both related and unrelated person.

As per our understanding, such clause shall cover following types of situations:

– A company has purchased a machinery and has availed input tax credit in respect

of GST paid on such procurement. Further after few years, company disposed of such machinery by transferring it to

NGO. Such transfer shall be considered as supply in terms of para stated above. Thus, GST shall be levied on the transfer

of such assets on the value as determined under Section 15 of CGSTAct, 2017 read with CGST Rules, 2017.

without consideration can also be covered under the said

Para as there is no restriction to the same and consequently the same shall be considered as supply in terms of Para 1 and

Para 2 of Schedule I to the CGSTAct, 2017.

In the opinion of the author, business assets specified in Para 1 shall include only those capital assets which are being used

in the course or furtherance of business. Thus, input tax credit reversal is not required in the said case. However, transfer

and disposal of such assets shall be considered as supply and GST is leviable on the same. Department should clarify in

this regard to bring clarity and to avoid unnecessary litigation.

These are marketing strategy adopted by various companies. Gifts provided to Distributors includes:

(a) Goods which are manufactured by company itself or goods in which they are dealing on their own

(b) Goods purchased from other vendors

On procurement of such goods or manufacturing of such goods, input tax credit in respect of the same is availed by the

companies. Considering the wide definition of business assets (as discussed above), such goods shall easily be referred to

as business assets. Hence, transfer of such business assets on which input tax credit has already been availed shall be

considered as supply and hence the same shall be exigible to GST.

However, in term of Section 17(5)(h) of CGST Act, 2017, notwithstanding anything contained in Section 16(1) and

Section 18(1) of CGST Act, 2017, input tax credit in respect of goods, destroyed, written off or disposed of by way

or free samples shall not be available. The term gift has not been defined in the Act, thus, we would like to resort to

definition provided under Gift Tax Act, 1858.

As per above stated definition, any transfer by one person to another of any existing movable or immovable property

Free Supplies between related /distinct person

Scope of Para I to Schedule I to Section 7 of CGST Act, 2017

permanent transfer or disposal of business asset where input tax

credit (hereinafter referred to as ITC) has been availed

Disposal of Old Machinery to NGO

Disposal of old machinery to related person / distinct person

Gifts to incentivise Distributors

of gift

(a)

(b)

Section 2 (xii) “Gift” means the transfer by one person to another of any existing movable or immovable property voluntarily

and without consideration in money or moneys worth and includes transfer or conversion of any property referred in Section

4, deemed to be a gift under that section.
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voluntarily and without consideration shall be considered as Gift. Thus, goods provided free of cost shall fall under definition

of gifts and accordingly input tax credit in respect of them has to be reversed.

A conjoint reading of Section 17(5)(h) of CGST Act, 2017 and Schedule I to CGST Act, 2017 demands harmonious

interpretation of law. Such harmonious interpretation clearly indicates that if the goods are disposed of by way of gift, section

17(5)(h) of CGST Act, 2017 shall be applicable and accordingly input tax credit in respect of the same shall not be allowed.

Thus, the same shall not be considered as supply. However, if such goods are disposed of by any way other than gift, then the

same shall be considered as supply in terms of Para stated above and accordingly shall be exigible to GST and reversal of credit

shall not be required.

According to the opinion of the author, goods distributed to distributors free of cost is a sales promotion expense in the hands

of the companies, thus it cannot be considered as gift. In this regard, we would like to refer to the case of

has

provided that to constitute a “gift”, the property should be transferred voluntarily and not as a result of a contractual obligation

and no advantage of material character was received by transferor. Relevant text of the judgement is reproduced as under:

Goods distributed to distributors is benefitting the companies in promoting their sales. Thus, the same shall not be considered

as gift. Hence, input tax credit should be available in respect of such goods. Here it is essential to highlight here that

Department might litigate on the said issue and disallow the input tax credit in respect of goods distributed to incentivise the

distributors considering them as Gift as there is no clarity in this regard.

Companies offer various schemes in the market so as to increase the sale of the products such as buy 2 get 1 free etc. Here we

would like to mention that such gifts are in the nature of discounts. Such schemes are introduced to give to the buyer an

Incentive to purchase more quantity at a lesser price indirectly by giving something free & hence it is actually a Discount in

real sense ( which we may call by whatever name Trade Discount/Quantity discount etc…..) One may also refer the decision of

Hon'ble Supreme Court in CCE Vs. Hindustan Lever Ltd (2002) (142) ELT 513 (SC).

In terms of Section 15 of CGSTAct, 2017, such value of discount, shall not be included in the value of supply so as to compute

GST liability.According to the opinion of the author, no reversal is required in respect of such goods provided free of cost.

However, in terms of Section 17(5)(h) of CGST Act, 2017, such goods provided free of cost can be considered as gift and

department may ask for the reversal of the credit in respect of the same. Thus, it is recommended that in the invoice under such

schemes, companies shall reduce the value of the product provided free of cost, as a trade discount, from the total value of the

products including the product which is to be provided as gift. In such a case, companies shall be eligible to avail input tax

credit of such goods sold without any fear of litigation.

Further, CBIC's Sectoral FAQ ( available on CBIC website ) further suggested following : –

Various Companies engaged in Pharmaceuticals, Cosmetics, Food Products etc. distributes free samples to

customers/branches across the country. Such free samples transferred to customers shall not fall under definition of supply and

accordingly no GST shall be leviable on the same.

For Free Samples there is provision for ITC Reversal u/s 17(5). The same reads as under:

Further, it also essential to bring to your attention the CBIC's Sectoral FAQ ( available on CBIC website where following has

been provided:

FEDERAL

COMMISSIONER OF TAXATION v. McPHAIL (1968) 117 CLR 111 26 March 1968 wherein Hon'ble High Court

6. But it is, I think, clear that to constitute a "gift", it must appear that the property

obligation to transfer it and that no advantage of a material

character was received by the transferor by way of return.

(5)..

transferred was transferred

voluntarily and not as the result of a contractual

Gifts for Marketing

Disposal by way of Free Samples

Question – How the Invoicing should be done for free goods given along with sale so that corresponding input tax credit is not

required to be reversed for products under scheme ?

Answer – Invoice Value would include value of all goods including those supplied free. In such cases, ITC is not required to be

reversed.

Notwithstanding anything contained in sub-section (1) of section 16 and subsection(1) of section 18, input tax credit shall

not be available in respect of the following, namely:—

(a) …….

(b) …….

(h) goods lost, stolen, destroyed, written off or disposed of by way of gift or free samples; and
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Question – What are the requirements for clearance of physician samples distributed free of cost?

Answer – In case of clearance of physician samples distributed free of cost, the ITC availed on the said samples has to be

reversed in view of the provisions under Section 17(5)(h) of the CGST Act, 2017. No tax is payable on clearance of physician

samples distributed free of cost as the value of supply is zero and no credit has been availed.

qua

Hence according to section 17(5) of the CGST Act, input tax credit will not be available for goods given as gifts or free

samples. Thus, if the taxpayer avails the input tax credit on account of a purchase of goods, and later gives these goods as free

samples, then he will have to reverse the input tax credit so availed.

Further, we would like to deal a scenario where a company distributes free samples through its branches. In such a case,

transfer of free samples to the branch, being related person, shall be exigible to GST and further input tax credit in respect of

such samples shall be allowed. However, branch needs to reverse the input tax credit of GST paid on such samples to the

company. The same can be explained with the help of an example:

Asupplied 2000 sample costing (including all inputs used for manufacturing samples and are eligible for ITC) Rs 60 each to its

Branch located in Haryana. Accordingly, A charged GST on supply of such samples on value as provided under Section 15 of

CGST Act, 2017 read with Rules thereunder, say Rs 100 (including the value of all inputs, salary and other expenses).

Consequently, tax invoice shall be issued in respect of the same. In view of the same, A is entitled to avail the credit in respect

of the inputs used for manufacturing such goods, i.e. Rs 60.

Further, when B shall distribute the samples free of cost to the customers, then B is required to reverse the credit in respect of

GST paid on amount charged by A from branch i.e. on Rs 100. Such reversal would be much more than what is required to be

reversed by A, had the samples were given free of cost by A only. A would have reversed the credit on Rs 60, however, branch

needs to reverse the credit on Rs 100. Thus, this aspect also has to be taken into consideration while deciding on distributing

free samples via branches.

DISCLAIMER:

The views expressed in this article are of the author(s). The Govt of India/MCCI may not necessarily subscribe to the views

expressed by the author(s). The information cited in this article has been drawn from various sources. While every effort has

been made to keep the information cited in this article error free, the Institute or any office of the same does not take the

responsibility for any typographical or clerical error which may have crept in while compiling the information provided in this

article. The Goods and Services Tax (GST) regime has introduced the concept of 'supply' as a taxable event and done away

with the erstwhile taxable events of sale, service, manufacture etc. The taxability and valuation of 'Free Supplies' has been a

subject matter of dispute taxation, valuation and credit restrictions in the past under erstwhile indirect tax laws.

Exports have been the area of focus in all policy initiatives of the Government for more than 30 years. Now with the Make in

India initiative, exports continue to enjoy this special treatment because exports should not be burdened with domestic taxes.

On the other hand, GST demands that the input-output chain not be broken and exemptions have a tendency to break this chain.

Zero-rated supply is the method by which the Government has approached to address all these important considerations.

In this article, I have tried to explain the basic provision, rules as well as notification which are very important to understand the

GST on the export of Goods as well as services.

As per IGST Act Section 2(5) Export of goods with its grammatical variations and cognate expressions, means

Export means trading or supplying of goods and services outside the domestic territory

of a country.

As per Section 2(6) “Export of services” means the supply of any service when, –

(i) the supplier of service is located in India;

(ii) the recipient of service is located outside India;

(iii) the of service is outside India;

for such service has been received by the supplier of service in

Distribution of Samples through Branches

Introduction

What is Export of Goods under GST?

taking goods

out of India to a place outside India.

What is Export of Services under GST?

IGSTAct

place of supply

(iv) the payment convertible foreign exchange;

EXPORT OF SERVICES
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(v) the supplier of service and the recipient of service are not merely establishments of a distinct person

Supply of services having in Nepal or Bhutan, against payment in Indian Rupees is exempted even if the

payment is received in Indian Currency looking at the business practices and trends.

Under the GST Law, export of goods or services has been treated as:

7(5) IGST act) and covered under the IGSTAct. Export is treated as Inter-state supply under GST and

IGST is charge on export.

(Sec.16 (1) IGST act) i.e. the goods or services exported shall be relieved of GST levied upon them

either at the input stage or at the final product stage.

(1) “zero rated supply” means any of the following supplies of goods or services or both, namely:––

(a) Export of goods or services or both; or

(b) Supply of goods or services or both to a Special Economic Zone developer or a Special Economic Zone unit.

Zero-rated supply does not mean that the goods and services have a tariff rate of '0%' but the recipient to whom the supply is

made is entitled to pay '0%' GST to the supplier.

In other words, as it has been well discussed in section 17(2) of the that input tax credit will not be available in

respect of supplies that have a '0%' rate of tax. However, this disqualification does not apply to zero-rated supplies covered by

this section.

These provisions of zero-rated supplies are introduced in the statute on the basis of the prevalent Central Excise and Service

Tax laws. It is widely believed that introduction of this provision will alleviate the difficulty of a supplier who exempts goods

or services or both in terms of export competitiveness.

Care must be exercised that while paying taxes, such

taxes are not collected from the recipient of goods or services or both. This would result in unjust enrichment.

The exporter may utilize such credits for discharge of other output taxes or alternatively, the exporter may claim a refund of

such taxes as per section 54 of CGST or Rules made there under. .

A guidance note relating was released by the Indian government which has helped in clearing doubts regarding the claim of

input tax credit on zero-rated exports. An exporter dealing in zero-rated goods under GST can claim a refund for zero-rated

supplies as per the following options:

place of supply

Notification No. 42/2017-Integrated Tax (Rate) 27th October 2017

How are Exports treated under GST Law?

Inter-State supply (

'

zero rated supply'

What is Zero rated Supply? – Sec.16 (1) IGSTACT

CGST Act

This provision also specifically expresses that taxes are not exported.

How Exporter can claim refund for Zero rated supply?

q

q

GST will not be levied in any Kind of Exports of Goods or Services.
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He may export the Goods/services under a Letter of Undertaking, without payment of IGST and claim refund of unutilized

input tax credit; (Rule 96Aof CGST Rules)

(1) Any registered person availing the option to supply goods or services for export without payment of integrated tax shall

furnish, prior to export, in Bond and LUT Format to the

jurisdictional Commissioner, binding himself to pay the tax due along with the interest specified under sub-section (1) of

section 50 within a period of—

a bond or a Letter of Undertaking FORM GST RFD-11

Who can export without payment of IGST by furnishing only Letter of Undertaking (LUT) in place of Bond?

(a) fifteen days three months

(b) fifteen days one year,

after the expiry of from the date of issue of the invoice for export, if the goods are not exported
out of India; or

after the expiry of or such further period as may be allowed by the Commissioner, from the date of
issue of the invoice for export, if the payment of such services is not received by the exporter in convertible foreign

(2) The details of the export invoices contained in FORM GSTR-1 furnished on the common portal shall be electronically
transmitted to the system designated by Customs and a confirmation that the goods covered by the said invoices have been
exported out of India shall be electronically transmitted to the common portal from the said system.

Procedural Requirement for LUT Method:

Format of Letter of
Undertaking in

Submission to

Validity Period

How

Executed by

FORM GST RFD-11 (as per Rule 96A CGST Rule)

The jurisdictional Commissioner,

Financial Year

On letter head of the registered person

Working partner, Managing Director or the Company Secretary, Proprietor, A person duly
authorized by such working  partner or Board of Directors of such company or proprietor.

How Exporter can claim refund under Option -1 LUT Method?
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How Exporter can claim refund under Option -2 Refund of IGST?

Refund of integrated tax paid on goods or services exported out of India. – Rule 96 CGST Rules.

(1) The shipping bill filed by an exporter of goods shall be deemed to be an application for refund of integrated tax paid on
the goods exported out of India and such application shall be deemed to have been filed only when:-

(a) The person in charge of the conveyance carrying the export goods duly files an export manifest or an export report
covering the number and the date of shipping bills or bills of export; and

(b) The applicant has furnished a valid return in or as the case may be;

(2) The details of the relevant export invoices in respect of export of goods 48 contained in shall be
transmitted electronically by the common portal to the system designated by the Customs and the said system shall
electronically transmit to the common portal, a confirmation that the goods covered by the said invoices have been
exported out of India.

FOR1LGSTR-3 FOR1LGSTR-3B,

FORM GSTR-1

How tax will be charged when sold to merchant Exporter or in the course of Penultimate Sale.

Notification No. 41/2017-Integrated Tax (Rate) 23rd October 2017
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Exempts the inter-State supply of taxable goods (hereafter in this notification referred to as “the said goods”) by

for export, from so much of the integrated tax leviable thereon under section 5 of the

(13 of 2017), as is in excess of the amount calculated

Subject to fulfillment of the following conditions, namely –

Important Condition for the above notification are as follows:

(i) The registered supplier shall supply the goods to the registered recipient on a tax invoice;

(ii) The registered recipient shall export the said goods within a period of ninety days from the date of issue of a tax invoice

by the registered supplier;

(iii) The registered recipient shall indicate the Goods and Services Tax Identification Number of the registered supplier and

the tax invoice number issued by the registered supplier in respect of the said goods in the shipping bill or bill of export,

as the case may be.

The Government may, on the recommendations of the Council, notify certain supplies of goods as where

goods supplied do not leave India, and payment for such supplies is received either in Indian rupees or in convertible foreign

exchange, if such goods are manufactured in India.

Some supplies have been notified as vide above notification as below:

a registered

supplier to a registered recipient

Integrated Good and Services TaxAct, 2017 at the rate of 0.1 per cent.

What is Deemed Export?

deemed exports,

Notification No. 48/2017-Central Tax

deemed export

(It is to be noted there are similar notification in Central rate vide no. 40/2017- Central Tax (Rate), date 23-10-2017 issued

and in respective state as well)

q

1.

2.

3.

4.

Supply of goods by a registered person against Advance Authorization

Supply of capital goods by a registered person against Export Promotion Capital Goods Authorization

Supply of goods by a registered person to Export Oriented Unit

Supply of gold by a bank or Public Sector Undertaking specified in the notificationNo. 50/2017-
Customs, dated the 30th June, 2017 (as amended) against Advance Authorization.

List of Services fully exempt from service tax under Notification No. 25/2012 dated 20.06.2012
100% EXEMPTION AS PER NOTIFICATION NO. 25/2012- SERVICE TAX DATED 20.06.2012

LIST OF SERVICES FULLY EXEMPT FROM SERVICE TAX

Compiled by CS Kirti Agarwal
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Registered Valuer & Insolvency Professional

The concept of Registered Valuers was brought by section 247 of The Companies Act, 2013 to regulate the practice of

Valuation in India and to standardize the valuation in line with International standards. However the valuer's qualification,

experience, manner and process was mentioned “as may be prescribed”. Hence it was implied that Rules specifying Registered

valuer's qualification, experience, manner and process to follow.

As per MCA Notification dated 14/12/2016, the Valuation in case of Merger & Amalgamation (including valuation for

Purchase of Minority shareholders) shall be done by Independent Merchant Banker registered with Security Exchange Board

of India or Independent CharteredAccountant in practice having minimum experience of 10Years.

The Ministry of CorporateAffairs (MCA) has notified the provisions governing valuation by registered valuers [section 247 of

the Companies Act, 2013 (the Act)] and the Companies (Registered Valuers and Valuation) Rules, 2017 (the Rules), both to

come into effect from 18 October, 2017.

The Companies (Registered Valuers and Valuation) Rules, 2017 rule 11 specified as under :

TransitionalArrangement. Any person who may be rendering valuation services under theAct, on the date of commencement

of these rules, may continue to render valuation services without a certificate of registration under these rules upto 31st March,

2018:

It was clarified that conduct of valuation by any person under any law other than theAct, or these rules shall not be effected by

virtue of coming into effect of these rules unless the relevant other laws or other regulatory bodies require valuation by such

person in accordance with these rules in which case these rules shall apply for such valuation also from the date specified under

the laws or by the regulatory bodies.

However on 31st March the Valuation exam just commenced, hence there were no Registered Valuers were available.

Considering this MCAextended the date to 30th September 2018 by way of issuing notification.

On 30th September the number of Registered Valuers was limited, hence MCA by way of notification dated 25th September

2018 , further extended the date by 4 months more to 31st January 2019.

MCAby way of notification on 23 October, 2017, To administer and perform functions under the said rules, , has specified the

Insolvency and Bankruptcy Board of India (IBBI) as the responsible authority. Hence IBBI will be regulator administer and

perform the functions of Central Government. Thus IBBI has powers to regulate the valuation domain both under companies

Act & IBC.

We also would like to bring to your notice circular of IBBI dated 17th October 2018 which mandates as under :

“In view of the above, every valuation required under the Code or any of the regulations made there under is required to be

conducted by a 'registered valuer', that is, a valuer registered with the IBBI under the Companies (Registered Valuers and

Valuation) Rules, 2017. It is hereby directed that with effect from 1st February, 2019, no insolvency professional shall appoint

a person other than a registered valuer to conduct any valuation under the Code or any of the regulations made there under.

This notification was issued immediately after extension notification on 25th September 2018. IBBI being regulatory body for

IBC 2016, has clear cut indicated that valuation under IBC has to be carried out through registered Valuers only post

1stFebruary 2019. The powers of Central Government under Companies Act 2013 have been delegated to IBBI by way of

notification on 23rd October. Hence it was evident that that the cutoff date for CompaniesAct may not get further extension.

The extension for obtaining Valuation Reports from persons other than Registered Valuers has ended on 31st January 2019

under CompaniesAct 2013 as well as IBC 2016 & allied laws.

Hence the Valuation Reports after 1st Feb 2019 has to be obtained from Registered Valuers registered with IBBI only.

SPECIFIC PROVISIONS UNDER THE COMPANIES ACT, 2013 WHICH REQUIRES VALUATION REPORT FROM A

REGISTERED VALUER

─

Valuation Reports : henceforth only from Registered Valuers from IBBI

Compiled by CS Chitra Naraniwal
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REGISTERED VALUER UNDER THE INSOLVENCY CODE INSOLVENCY AND BANKRUPTCY BOARD OF

INDIA REGULATIONS, 2016 WHICH REQUIRES VALUATION REPORT FROM A REGISTERED VALUER

Under Insolvency Code and Insolvency and Bankruptcy Board of India Regulations, 2016 – Registered Valuer means a person

registered as such in accordance with the CompaniesAct, 2013 and rules made thereunder

Sec 27 Appointment of Registered Valuers : The IRP/RP shall within seven days of his appointment, appoint two registered

valuers to determine the liquidation value of the corporate debtor in accordance with Regulation 35:

REGISTERED VALUER UNDER THE SEBI (REIT AND INVIT) REGULATIONS, 2016 WHICH REQUIRES

VALUATION REPORT FROMAREGISTERED VALUER
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Summing Up

Hence professionals / corporates / IPs has to ensure hence forth that the Valuation reports has to be obtained ONLY from

Registered Valuers. It also may be noted that Registered Valuers means valuers registered with IBBI. Hence while approaching

Valuers, please check whether the proposed valuer has registration number allotted IBBI. If any person other than Registered

Valuer issued a valuation report /certificate, that may not be acceptable by respective authorities and issuer may be liable for

further disciplinary action.

Introduction

Some other advantages in brief are as follows:-

On the 10th of September 2018 the Ministry had brought in a notification which the Companies (Prospectus and

Allotment of Securities) Third Amendment Rules, 2018 (Amended Rules) was brought into effect from 2nd October 2018

onwards. This notification dealt with the issue of securities in dematerialized form by unlisted public companies.

Following the above-mentioned notification, on the 22nd of May, 2019 the MCAbrought in certain changes in the Companies

(Prospectus and Allotment of Securities) Rules, 2014 (Principal Rules) the Companies (Prospectus and Allotment of

Securities) ThirdAmendment Rules, 20191.

This shall come into effect from the 30th of September 2019.

The prime amendment has been with regard to rule 9A2 - issue of securities in dematerialized form by unlisted public

companies of theAmended Rules.

This comes in when the government alongwith the Ministry aims at clamping down the numerous shell companies that are

suspected of being used to handle illicit funds in the garb of that company. Also, physical shares are generally associated with

theft, loss and mutilation and dematerialized form of the same makes it safe. The biggest benefit being in having better

corporate governance over shareholding matters in turn increasing the credibility of records.

The risks pertaining to physical certificates like forgery and damage are eliminated completely with a DEMAT account.

The lack of paperwork enables quicker transactions and higher efficiency in trading.

Trading becomes more convenient as one can trade without the need of visiting a broker.

The shares that are created through mergers and consolidation of companies are credited automatically in the DEMAT

account.

As all the transactions occur through the depository participant, a trader does not need to communicate individually with

each and every company.

There is no need for stamp duty for transfer of securities; this brings down the cost of transaction significantly.

Certain banks also permit holding of both equity and debt securities in a single account.

Banks also provide dedicated and trained customer care officers to assist you through all the procedures.

One can also choose to take a loan against securities which are held in a DEMAT account by offering it as a collateral to the

lender.

vide

vide

q
q
q
q

q

q
q
q
q

Note on - The Companies (Prospectus & Allotment of Securities)

Third Amendment Rules, 2019
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Amendment Vide The Notification
The amendments are shown below in a tabular format :

Conclusion

With the introduction of such amendments and forms the ministry is stepping in the form of intervention for a company in the

direction of better governance. Also, if implemented in letter and spirit, a handful of wrongdoings will be eliminated and a

fairer picture will be shown to the stakeholders. It will also prohibit the wrong doers from taking unlawful benefits through the

route of shareholding.

This together with the SBO (Significant Beneficial Ownership) Rules that have been recently brought in paves a way to have a

clearer picture of the shareholders of the company.
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