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Valuation under GST

Introduction:

“+ Goods and service tax is one tax to which subsumed all indirect taxes of old regime.

4 It brought the concept of “One nation, One Tax & One Market” in India.

NATION
. WTAX
& MARKET

4+ Value of Supply in common terms is nothing but the amount paid by the recipient of supply
to the supplier as consideration for supply

4+ [t is also known as transaction value

4+ [t means Value of supply is the figure upon which tax is levied and collected

4+ Hence, every Taxation Structure makes provision for determination of value



Importance of Time, Place and Value of Supply in GST:

+ Time of Supply:
> Time of supply means the point in time when goods/services are considered supplied.
> When the seller knows the “time’, it helps him identify due date for payment of taxes.

+ Place of Supply:
> Place of supply is required for determining the right tax to be charged on the invoice
» Whether CGST & SGST or IGST will apply for a particular Transaction

%+ Value of Supply:
> Value of supply is important because GST is calculated on the value of the sale

> 1If the value is calculated incorrectly, then the amount of GST charged is also incorrect



Value of Supply:

% Value of Supply refers, to determine the correct value of supply of goods or service in order

to levy correct GST

<+ Section 15 of the CGST Act and Rule 27 to Rule 35 of CGST Rules, 2017 (Chapter IV)
provides determination of Value of Supply.

= Valuation rules determine value of goods or services or both on which tax under GST has to

be charged in different circumstances and to different persons.

Example : 1

Mr. A goes to shop of Mr. B and purchases television. He pays amount of T 50,000 as consideration for 52 inches
LED TV Purchased plus GST. Where MRP of the product T 65,000. Discount offered to all buyers ¥ 15,000. As per
sectin 15(1) of the CGST Act, 2017 the valuation will be as per transaction value basis. Assume applicable rate of

CGST 14% and SGST 14%. Invoice will be prepared as follows:

Invoice
Particulars Value inX
Transaction value 50.000
Add; CGST 14% 7.000
Add: SGST 14% 7.000
Invoice price 64,000

Note: Invoice price should not increase the Maximum Retail Price (MRP)

If Mr. A not maintained sole consideration for such sale or they are related persons then valuation will based on

determination of value of supply rules (i.e. CGST Rules, 2017).

VALUE OF SUPPLY

Section 15 of the CGST Act provides common provisions for determining the value of goods and
services. It provides the mechanism for determining the value of a supply which is made between
unrelated persons and when price and only the price is the sole consideration of the supply.

|

!

A. Supply to Unrelated || B. Supplies where value C. Notified
persons where price is the cannot be determined Supplies

N

sole consideration for sale | u/s 15(1)




Transaction Value = Assessable Value

A. Supply to Unrelated persons where price is the sole consideration for

C (i) Transaction value [S.15 (1)] )

r

Value of
supply will be
Transaction
value +

certain
elements

Consolidated Value of Supply

Transaction value XX XX X
Add:

v' Price actually paid or payable XXX XX
v' All Taxes except GST XXX X X
v Any payment made to third party X X X X X
v" Incidental Expenses XXX X X
v" Consideration for delayed payment XXX XX
v Non-Govt Subsidies linked to supply XXX X X
Less:

v" Discounts (xxxxX)
v Credit Notes (xxxxx)
v Govt-subsidies (xxxxX)

Value of Supply as per S.15 of CGST Act, 2017 XXX XX



C (ii) Inclusions in transaction value [5.15(2)) >

'

/

1. Price actually paid or

“ ble for the supply

2, Taxes other than GST, if charged
separately by the supplier

:

/

hY

3. Payments made to third parties by the
recipient on behalf of the supplier in relation to
the supply

/
4, Incidental expenses in relation to

supply

l

5. Interest, late fee and penalty for
delayed payment charged if any

Eg:- Few examples of such incidental expenses
are-

™

Freight

Packing

Inspection or certification charges
Installation and testing charges

™

-

™~

There items have to be included only if they are
tharged from Customers

l

6. Non-Government Subsidies

l

Eg- The selling price of a notebaok is % 50.
For notehooks sold to students in
Government schools, a company uses its CSR
funds to pay the seller X 30, so that the
students pay only £ 20 per notebook. The
taxable value of the notebook will be % 50, as

this is a non-government subsidy.




Illustration: Price actually paid or payable for the supply

Illustration: Payments made to third party

Illustration: Interest, late fees and penalty charged for the delayed payment




Exclusions from Transaction Value:

» Discounts
» Credit Notes
» Govt Subsidies

@ Exclusion of discounts from transaction value [Section 15(3)]

The principle here is that price as established at the time of supply forms the basis of taxable value.
Discounts that are allowed are as follows:

v v
Discounts that are allowed before or at the time of Discounts that are allowed after supply,
supply and shown in the invoice a) worked out invoice-wise &
b) GST Credit Note is issued &
E.g., pre-supply discounts like trade discount, quantity ¢) Proportionate ITCis reversed by the recipient.

discount etc. recorded in the invoice;

e i
> At the time of supply - ¥ps
Shown in the  No
invoice |
J g sl
Before the supply > v
Discounts
In terms of an not
-+ agreement that included in
> Afterthe supply 1 t-fxisted at the the alios
time of supply of supply
F
v+
Can be linked Discounts
to invoices included in
the value
v o of supply
Proportionate

ITC reversed
by recipient

No

Yes







Concept of GST Credit Notes:

{ GST Credit Notes ]—b{ Supplier may issue GST Credit Notes ]

l

1. Purpose of GST Credit Notes

L

/ Y
-. To Goods ar
value o | decrease || returned
supply & Tax (or)
Respective rejected
Tax
\ \ J \L

4. Time limit for issuing GST credit note

:

Within due date of filing GSTR-1of year | _
September month of succeeding Year

{ Date of filing GSTR-9 of that F.Y ]

l

2. Conditions for issuing GST Credit Note

l
To be issued
time
limit  specified
in point no.4

within

N

3. Upon issue of GST Credit Note

l

'

A

/O

5. Where to disclose?

C GSTR-1

\

(i) Original - Table 98
(ii) Amendments- Table 9¢

b) GSTR - 38, Table 3.1(2) .,

Reduced from o/w supplies

\

J

invoice

riginal Supplies
number/ numbers: liability
should be decrease
mentioned  on
credit notes

6. Issue of Financial Credit Note
(i.e, credit note does not contain GST)

Recipient
should
reverse [TC

:

Y

Supplies liability will
not decrease

Recipient need not
reverse [TC/ pay tax

o Circular No.105/24/2019
o Circular No.112/31/2019




Concept of GST Debit Notes:

£

{ GST Debit Notes

|

— { Supplier shall issue GST Credit Notes

1, Purpose of GST Debit Notes

Toincrease
value of

supply &
Respective

Tax

—

|

R

To
Increase

Tax

Y

Y

2. Conditions for issuing GST Debit Note

et

4, Time limit for issuing GST Debit note

¢

'

Within due date of filing GSTR-1 of year
k,.Sep,te.mber month of succeeding Year

D

[ Date of filing GSTR-9 ]

y

To be issued
within -~ time
limit ~ specified
in point no.4

—

\

3. Upon issue of GST Debit Note

Y

A

Original ~ invoice Supplies
number/ numbers liability ~in
should be increase
mentioned on Debit

\notes \ )

5, Where to disclose?

/al GSTR-1
(i) Original - Table 98
(ii] Amendments- Table 9¢

b) GSTR - 38, Table 3.1(a) i,
added to o/w supplies

\

Recipient can
claim ITC

\

—

6. Issue of Financial Debit Note
[i.e,, Debit note does not GST

Y

Not possible, lssue of GST
Debit note is Mandatory




Value of supply NOT determined u/s 15(1) of CGST Act, 2017:

Then Value shall be determined in accordance with the valuation rules specified under Rule

27 to 31 of CGST Rules, 2017

Definitions:

Agent: Sec.2(5) of CGST Act, 2017 defines “Agent” means

Factor -\ Who
carries on
Broker business of
| supply of
"| goods and
Commission agent Jor
services
Arhatia >_
Del Credre agent
On behalf
Auctioneer of another
Mercantile agent _/

Consideration: Sec.2(31) of CGST Act, 2017 defines “Consideration” includes

[ consibEraTIoN |

b v

Payment in money Monetary value of
or otherwise for any act or
th |
e supply By recipient or ::::rbe]arance for the
v I—» any other PPy

— |

Deposit to be person
considered as payment

v
Excluding subsidy given

by Central/State
When the supplier Governments

applies such deposit as
consideration for the
said supply




Family: Sec.2(49) of CGST Act, 2017 defines “Family” means

(i) the spouse and children of the person, and
(ii) the parents, grand-parents, brothers and sisters of the person if they are wholly or mainly

dependent on the said person;

Goods: Sec.2(52) of CGST Act, 2017 defines “Goods” means

GOODS

All kind of movable property Money & Securities

Actionable claim, Growing
Crops, Grass & Things forming
part of land agreed to be
severed before supply or under
a contract of supply

Market Value: Sec.2(73) of CGST Act, 2017 defines “Market Value” means

of like kind & quality

HyH

at or about the same time

Full amount which a :
-=> recipient is required to - fo Obta': egr:%iiand lio 4}
pay :

at the same commercial
level

= \
where recipient & supplier
are not related

-

y




Person: Sec.2(84) of CGST Act, 2017 defines “Person” includes
(a) an Individual

(b) a HUF

(c) a Company

(d) a Firm;

(e) an LLP

(f) an AOP or BOI,

(g) any Corporation or a Government company

(h) Any Body corporate incorporated by or under the laws of a country outside India
(i) a Co-operative society

(j) a Local Authority

k) Central Government or a State Government

(
(I) Society as defined under the Societies Registration Act, 1860
(m) Trust; and

(

n) every AJP

Money: Sec.2(75) of CGST Act, 2017 defines “Money” Means

Indian legal tender \

Cheque

|
Foreign Currency l
|
|

Promissory note

When used as
a
consideration

Letter of Credit | to settle an Currency
obligation or w held for its
numismatic

Bill of Exchange ‘

exchange
prait J with Indian value
legal tender of
Pay Order ‘ another

denomination

Traveller Cheque ‘

S e e O A

Money Order |

. Postal or electronic
remittance

Any other instrument )
recognised by RBI




Rule 27 - Value of supply of goods or services where the consideration is NOT wholly in
money

L" ~ kind and quality

Open Market Value:

Open Market Value means the Full value of Money

excluding the taxes under GST laws,

>
>
> payable by a person to obtain such supply at the time when supply being valued is made,
» provided such supply is between unrelated persons and

>

price is the sole consideration for such supply.

Supply of Like Kind and Quality:

> Supply of like kind and quality means any other supply made under similar circumstances,
» which is same or closely or substantially resembles
> in respect of characteristics, quality, quantity, functionality, reputation to the supply being

made.

*Identical = Same Kind of Goods

*Like Kind = Similar Goods



Examples:

(i) Exchange value of old phone lowers the price of a new phone.

The known market value of the new phone (without exchange of old
phone) is its taxable value.

(ii) Laptop is manufactured and supplied for ¥ 40,000. Part value is received in

barter in the form of a printer valued at ¥ 4000. Market value of the laptop is not
known. Its taxable value will be ¥ 44,000.

Rule 28 - Value of supply of goods or services or both between distinct or related persons,
other than through an agent

The open market value
of such supply or

he value of supply of

goods or services of

like kind and quality

If value cannot be determined
under the above methods, it
must be worked out based on

/

The cost of
the supply
plus 10%
mark-up

By other
reasonable

means

U Note: If the recipient is eligible for full ITC then Transaction value is accepted as open market value ]

(i)Mr. A and Mr. B are partners in the partnership firm A&B Co. Mr. A &
Mr. B are related persons. Thus, a transaction of supply between Mr. A

& Mr. B in the course or furtherance of business is treated as supply even
it made without consideration.

(ii) Ms. Priya holds 30% shares of ABC Ltd. and 35% shares of XYZ Ltd. ABC Ltd.
and XYZ Ltd. are related.




Concept of Related Party:

< RELATED PARTY DEFINITION UNDER GST >

A4

i. Such persons are officers
or directors of one another’s
businesses

ii. Such persons are legally
recognized  partners in
business

/A Itd B Itd \

Officer
Major SH  Major SH
isMr. A is Mr. B

In such case A Ltd & B Ltd

\are related parties /

/AB & Co partnership firm\

l

— k
Partners

In such case Mr. A & Mr. B

v

iii. Such persons are
employer and employee

Qre related parties /

iv. Any person directly or
indirectly owns, controls or holds
twenty-five per cent or more of
the outstanding voting stock or
shares of both of them

TR

25% 25%
Company Company
A B

Company A & Bare

\refatives /

A 4

v. One of them directly or
indirectly controls the other

3

ﬂi:i)ﬁ\ltd __» Bitd \

51%

Altd & B Itd are related

EG: 2) Mr. —> 71td
80%

Mr. A & Z Itd are related

This also includes significant

person

vi. Both of them are directly or
indirectly controlled by a third

59

Controls Bo
Controls BaD

Then A ltd & B ltd are
relatives

. 4

role in. Corporate policy, design

Qecification, marketing etc.,j

4

Vii. Together they directly
or indirectly control a
third person

viii. They are
members of the
same family

Control BoD
- /
Control BoD

——

Then Altd & B Itd are

Wi e

T J

b) children

¢) parents

d) grand-parents,
¢) brothers

) sisters

if they are wholly
or mainly
dependent on the
said person

ix.

concessionaire

: B,
sole agent or sole distributor or soleJ‘




Rule 29 - Value of supply of goods or received through an “Agent”
(This rule is applicable only for supply of goods)

OR

. 90% of the price

charged for the
goods of like
kind and quality
by the recipient
to his unrelated
customer




Rule 30 - Value of supply of goods or services or both based on Cost

%+ Where the value of a supply of goods or services or both is not determinable by any of the
preceding rules of this Chapter,
=+ the value shall be 110% of the cost of production or manufacture or the cost of acquisition

of such goods or the cost of provision of such services.

Rule 31 - Residual method for determination of value of supply of goods or services or both

4 Where the value of supply of goods or services or both can’t be determined u/r 27 to 30,

%4 The same shall be determined using reasonable means consistent with the principles and
the general provisions of section 15 and the provisions of this Chapter.

%+ Provided that in the case of supply of services, the supplier may opt this rule directly,

ignoring rule 30.

Conclusion:

=+ Valuation rules are helpful to determine the value of supply where value not determined

under Sec. 15(1) as mentioned under Sec. 15(4) of CGST Act, 2017.

The order of applicability of Rules:




Final Note on S.15 & Valuation Rules 27 to 31

Value of faxable supply
Sec. 15 of the CGST Act, 2017

Price has sole

Yes

cansideration

Supplierand
recipient are
not related

Yes

Yalue of supply as per Sec. 15(4) read with CGST Rules, 2017 | | Value of Supply Sec. 15(1) XHX

ie., Determination of Value of supply)

Rule 27: Value of supply of goods or services where the| |Add:If notincluded in the above

considerafion is not wholly in money

(a] Open market value of such supply Sec. 15(2)(a);

(b) Sum total of consideration equal to money, if such amount : Ss}fi;m e ihan ), ii
isknown at the time of supply provided (a) not applicable. | |y Cesses. XX

» Fees and charges XX

(c) The value of supply of like kind and quality if (@) and (b) not

applicable. Sec. 15(2)(b): Supplies made by the | XX
(d) Based on cost as perrule 30 or based onresidual methed as Iciplent ot bet claf !‘?Upp i ‘
perrule 31 inthat order, provided (a) o (c] not applicable. | | 3€¢- 19(2)(c): Commissionand packing | XX
or incidental expenses
Rule 28 : Value of supply of goods or services or both between | [ Sec. 15(2)(d): Interest or late fee or| XX
distinct or related persons, other than through an agent penalty for delayed payment
Rule 29 : Value of supply of goods made of received through | | Sec. 15(2)(e): Subsidy directly linked fo [ XX
anagent the price (other than Govt. subsidy)
Rule 30 : Value of supply of goods or services or both based | | Less: Ifincluded in the above
on Cost.
Rule 31 : Residual method for defermination of value of supply | | Sec. 15(3): Discount XX

of goods or services or both

Transaction Value

XX




Rule 31A - Introduced in CGST Rules to provide for Valuation of Supply of “Lottery”

Supply

Value

Supply of
Governments

Supply of lottery run by State Governments

lottery authorised by State

Higher of the two amounts to be deemed as the
value
a) 100/112 of the face value of ticket
(OR)
b) 100/112 of the price as notified in the
Official Gazette by the organising State

Higher of the two amounts to be deemed as the

value
a) 100/128 of the face value of ticket
(OR)
b) 100/128 of the price as notified in the
Official Gazette by the organising State

race club

Supply of actionable claim in the form of chance
to win in betting, gambling or horse racing in a

100% of the face value of the bet or the amount paid
into the totalisator




Rule 32 - Determination of Value in respect of certain supplies:

-
<€

-

This rule provides the valuation methods for Five specific supplies.

This rule overrides other rules of valuation.

Thus, the supplies prescribed in this rule need not be valued by sequentially following rule 27
to 31.

The valuation methods prescribed under this rule are optional;

The supplier can use them if he so desires.

He can also opt to value his supplies in accordance with other valuation rules.




I. The Value of Supply of Services in Relation to the Purchase or Sale of Foreign Currency,

including Money Changing:

[ 1, Service of purchase or sale of foreign currency including money changing J

The value of service in relation to purchase or sale of foreign currency, including money changing, is determined by either of the ]
two methods:

Case 1: Transaction where one of the currencies exchanged is Indian Rupees @ Currency exchanged Value of supply

value of supply = difference between buying rate or selling rate of currency | || Upto % 1,00,000 1% of the gross amount of
and RBI reference rate currency exchanged

OR

3250 whichever is higher
1 . . (Vi G i e e B O |

2. | Exceeding1,00,000 [% 1,000 + 0.50% of the (gross

, , , e and upto$10,00,000 {amount of currency exchanged
Case 3: Transaction where neither of the currencies exchanged is Indian Rupees

-31,00,000
First convert both the currencies into Indian Rupees using RBI Reference -==)0=
rate, then Value of supply = 1% of the lesser of the two amounts 3, | Exceeding 31000000 |3 5,500 + 0% of the (gross

amount of currency exchanged
-%10,00,000)
OR

Case 2: If RBI reference rate for a currency is not available then
value of supply =1% of the gross amount of Indian Rupees

360,000 whichever is lower




I1. Service of booking of Tickets for Air travel by an Air Travel Agent:

/ 5% of
basic fare

to the air tarvel
agent by the
L airlines

Air fare on which
commisison is
normally paid

Note:

Passenger Service Fee (PSF) & User Development Fee (UDF) levied under rule 89 of the Aircraft
rules 1937 to be included in the value of Supply for purpose of levying GST

Example:




Solution:

Computation of value of supply of services made by Mr. U in a month

Particulars L4 4
Basic fare in case of domestic bookings 1,00,900

Value of supply @ 5% [A] Refer Note below 5,045
Basic fare in case of international bookings 3,16,880

Value of supply @ 10% [B] Refer Note below 31.688
Value of supply [A] + [B] (rounded off) 36,733

II1. Determination of value of service in relation to “Life Insurance Business”:

-Taxable value = Gross premium charged
less amount allocated for
investments/savings if such allocation is
intimated to the policy holder at the time
/| of collection of premium

) 4

-Taxable value = 10% of the single premium
charged from the policy holder where
allocation for investments/savings is not
intimated to the policy holder

J-Taxable value = 25% of premium charged
from the policy holder in the 1% year and
12.5% of premium charged for subsequent
years

Other cases

*Taxable value = Entire premium charged
from the policy holder

N4




IV. Determination of value of “Second hand Goods”:

+ Value = Selling price - Purchase « Normal valuation as per other
price applicable provisions

« Selling price < Purchase price
= Ignore negative value

* CGST on second hand goods
received from unregistered
supplier exempt

V. Determination of value of redeemable vouchers / stamps / coupons / tokens:

The value of a token, or a voucher, or a coupon, or a stamp (other than postage stamp) which

is redeemable against a supply of goods or services or both shall be equal to the money value

of the goods or services or both redeemable against such token, voucher, coupon, or stamp.

Example: If ¥ 1,500 worth of Sodexo Food coupon is supplied by the taxable person, the value of
supply under GST law will also be % 1,500.



Rule 33 - Value of supply of services in case of “Pure Agent”:

e Lo |

Rule 33 — Value of supply of services in case of pure agent

basis.

While the relationship between them (provider nf__sewice and recipient of
service) in respect of the main service is on a principal to principal basis, the
relationship between them in respect of other ancillary services is on pure agent

The supplier n&&ds-idful_ﬁl ' the above conditions in order to qualify as a pure
agent. In case the conditions are not satisfied, such expenditure incurred is
included in the value of supply under GST.

{ . i ! por Y
While Claims Enters into Does  not Receives
making a reimbursem contractual hold or ~only the

| supplytothe ent (as ‘agreement intends to
recipient, actual, : hold any
receives without title to the
~ incurs adding it to goods and /
the value of or services
his own so procured
supply) for or supplied
such as pure
supplies agent of
from the principal
recipient of
the  main -/
i,




Example-I:

* Corporate services firm ABC Ltd is engaged to handle the legal work pertaining to the
incorporation of Company XYZ Ltd.

= Other than its service fees, A also recovers from B, registration fee and approval fee for
the name of the company paid to the Registrar of Companies.

* The fees charged by the Registrar of Companies for the registration and approval of the
name are compulsorily levied on B.

* Aismerely acting as a pure agent in the payment of those fees.

* Therefore, A’s recovery of such expenses is a disbursement and not part of the value of

supply made by A to B.

Some examples of expenditure/costs incurred as pure agent are:

1. Port fees, port charges, custom duty, dock dues, transport charges etc. paid by customs broker on
behalf of the owner of goods.

2. Expenses incurred by C&F agent and reimbursed by principal such as freight, Godown charges.
3. ROC Fees, Income Tax or GST payment made on behalf of client by a CA

Example-II:

Suppose a customs broker issues an invoice for his services and for reimbursement of a few
expenses and towards agency service rendered to an importer. the amounts charged by the

customs broker are as below:

SI. No Component Charged in the Invoice Amount (in 'Rs)
1 Agency Commission 35,000
2 Travelling and Hotel Expenses 15,000
3 Customs Duty 10,000
4 Docks Dues 3,000

Solution: In the above situation,

Agency commission and travelling/ hotel expenses shall be added for determining the value of
supply by the customs broker (being *988Hotel & Travel Bills in the name of Supplier of Service)
Whereas docks dues and the customs duty shall not be added to the value, provided the conditions

of pure agent are satisfied.

Value of Taxable supply: Rs 35,000 (+) Rs 15,000 = Rs 50,000/-



Rule-34: Rate of exchange of currency, other than Indian rupees, for determination of value

Rule-35: Value of supply inclusive of integrated tax, central tax, State tax, UT Tax

Where the value of supply is inclusive of GST, the Tax amount is determined in the following
manner:
Tax amount = (Value inclusive of taxes X tax rate in % of IGST or, as the case may be, CGST,
SGST or UTGST) + (100+ sum of tax rates, as applicable, in %)
Example: If the value inclusive of tax is ¥ 100/- and applicable IGST rate is 18%
Then, Tax amount = (100x18) / (100+18) = 1800/118= X 15.25

-Thank You-






