FIOfey aTgad, Fu1g A (9 TEER T4 DR IR e,
aitrwarT Y, IRT 4 H 10, 38R (")
QFFICE OF THE COMMISSIONER
CGST & CENTRAL EXCISE

MANIK BAGH PALACE, POST BAG NO.10, INDORE — 452 001 (M.P.}
remn| PhoneNo.+91731-2762222,2360590, Fax No.+91731-

I 2470898,2471474, 2446358,2446274,2479874
Email-technicalcex@gmail.com

w0 ml(een)so 01/18-19/GST/T/ 2211/ <R, fe=re 15.11.2018

T A ® AN AN W UK e [/ uRuw /R aR guer /o
a1 / AT 38R | WK 93 91 Trade Notice No. 55/2018-19 dated
15.11.2018 & ufty amgaoToy, o= A& U9 Ja@ 04 R JTE Ieb, TN B
ﬁmﬁ?a@wﬁﬁf@mﬁw/ At e3ie Td seves eadl g ufE @
ST RE®

W YA, Sl Wi Ud HarY Ud S ITE Y[ep, WU |

IS, BT A TF AR Ud B STE Yok, R g |

Mg, (adiel) =i WK Ud HaTeR U Aerd Jee YEd, WO |

HR YT, ST AH [d qAPR 0d HEY IeaTg ¥ob, goil |

39 amgad (System), F=0 AT v HEER U4 s SIS oD, §OR |

T SU AGE /RIS A |, DRl ATd Td HA@Y Ud B IS Yob, g

(Preventive/Review/Legal/Confidential/Technical(ST)} !

7 wf g 9U /REgd gaa, g Ad T4 9add U4 B SUiE {ed, §RaN-
VIVOLIV/V/VIIVIIZVII Dewas

16 TIE ol e, SR AT @ W @ IR IO Yo, §RR |

17 Shri Rajan Pillai, The Indore Customs House Agents Association, 405, Alankar
Point, Geeta Bhawan Square, A.B.Road, Indore.

18 The Chairman Association of Industries Madhya Pradesh, 6, Polo
Ground, Above State Bank of India, Indore.

19 The Chairman, The Madhya Pradesh Textile Mills Association, Jail
Sabhagraha, 56/1, South Tukoganj, Indore.

20 The Chairman, All India Manufacturers Organisation, 10, Polo Ground,
Indusirial Estate, Indore- 452003.

21 The Chairman, Indore Branch of CIRC of ICAI, ICAl Bhavan, Plot
No.19-B, Scheme No.78, Near SICA School, Indore.

22 The Chairman, Tax Practioner's Association, Room No.17, Ground

~Floor, Aayakar Bhavan (Main Building), Opposite White Church, Indore.
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TRADE NOTICE NO.55/2018-19 Dated: 15.11,2018

Aok ok ok ok o ok ok K Rk kR Kok gk

Subject: Scope of principal and agent relationship under Schedule | of CGST Act,
2017 in the context of del-credere agent - reg.

Copy of Circular No.73/47/2018-GST dated 05.11.2018 issued under F. No. 20/16/04/2018-
GST Commissioner (GST). Government of India. Ministry of Finance, Department of Revenue.
CBIC, New Delhi is communicated herewith,

2. The contents of the Trade Notice may be brought to the knowledge of all constituent members
of Trade Associations/ Chamber of Commerce and Industry/Members of RAC and all others
concerned persons under the jurisdiction of CGST Commissionerate Indore.

{(Issued from file C. No. [(Gen)30-01/18-19/GST/T)

\
(Neerav Kumar Mallick)
Commissioner

To,
As per mailing list.

, Copy of Circular No.73/47/2018-GST dated 05.11.2018 issued under . No. 20/16/04/2018-
GST Commissioner {(GST). Government of India, Ministry of Finance, Department of (%
Revenue, CBIC, New Declhi. \




Circular No. 73/47/2018-GST

F. No. 20/16/04/2018- GST
Government of India
Ministry of Finance
Department of Revenue
Central Board of Indirect Taxes and Customs
GST Policy Wing

New Delhi, Dated the 5" November, 2018

The Principal Chief Commissioners/ Chief Commissioners/ Principal Commissioners/
Commissioners of Central Tax (Al)
The Principal Directors General/ Directors General (AlD

Madam/Sir,

Subject: Scope of principal and agent relationship under Schedule I of CGST Act, 2017
in the context of del-credere agent - Reg,

Post issuance of circular No. 57/31/2018-GST dated 4" September, 2018 {rom F. No.
CBEC/20/16/4/2018-GST, various representations have been received from the trade and
industry. as well as from the field formations regarding the scope and ambit of principal agent
relationship under GST in the context of del-credere agent (hereinafter referred to as “"DCA™).
In order to clarify these issues and to ensure uniformity of implementation across field
formations, the Board, in exercise of its powers conferred under section 168 (1) of the Central
Goods and Services Tax Act, 2017 (hercinafter referred to as “CGST Act”) hereby clarifies

the issues in succeeding paras.

2. In commerecial trade parlance, a DCA is a selling agent who is engaged by a principal
to assist in supply of goods or services by contacting potential buyvers on behalf of the
prncipal. The factor that differentiates a DCA from other agents is that the DCA guarantees
the payment to the supplicr. In such scenarios where the buyer fails to make payment to the
principal by the due date, DCA makes the payment to the principal on behalf of the buyer
(effectively providing an insurance against default by the buyer), and for this reason the
commission paid to the DCA may be relatively higher than that paid 10 a normal agent. In
order to guarantce timely payment to the supplier, the DCA can resort to various methods
including extending short-term transaction-based loans to the buyer or paying the supplier

himself and recovering the amount from the buyer with some interest at a later date. This loan
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Circular No. 73/47/2018-GST

is to be repaid by the buyer along with an interest to the DCA at a rate murually agreed

between DCA and buyer. Concerns have been expressed regarding the valuation of supplies

from Principal to recipient where the payment for such supply is being discharged by the

recipient through the loan provided by DCA or by the DCA himself. Issues arising out of

such loan arrangement have been examined and the clarifications on the same are as below:

which interest is charged by the
DCA. 1s to be included in the value
of goods being supplied by the
supplier (principal) where DCA s
under

not an agent

Schedule 1 of the CGST Act?

Para 3 of!

|95}

It is

2

(principal}) to recipient;
Supply of agency services [rom DCA to

the supplier or the recipient or both;

the DCA to the recipient.

SL Issue Clarification

No.

1 Whether a DCA falls under the ambit | As already clarified vide circular No.
. of agent under Para 3 of Schedule T | 57/31/2018-GST dated 4™ September, 2018,
ofthe CGST Act? whether or not the DCA will fall under the

ambit of agent under Para 3 of Schedule I of
the CGST Act depends on the following
| possible scenarios:
| e In case where the invoice for supply of
goods 1s 1ssued by the supplier to the
customer, either himself or through DCA,
the DCA docs not fall under the ambit of
agent. |
e [n case where the invoice for supply of .
goods is issued by the DCA in his own |
name, the DCA would fall under the
ambit of agent.
2 Whether the temporary short-term | In such a scenario [ollowing activities  are |
transaction based loan extended bv , taking place:
the DCA to the recipient (buyer). for 1. Supply of goods from supplier

. Supply of extension of loan services by

: . fo |
clarificd that in cases where the DCA is |

not an agent under Para 3 of Schedule I of the
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Circular No. 73/47/2018-GST

Theretore, the interest being charged by the

' No. 12/2017-Central Tax (Rate) dated 28"

CGST  Act, the temporary short-term
transaction based loan being provided by DCA
to the buyer is a supply of service by the DCA
to the recipient on Principal to Principal basis

and is an independent supply.

DCA would not form part of the value of

supply of goods supplicd (10 the buyer) by the :

supplier. It may be noted that vide notification |

June, 2017 (S. No. 27), services by way of
extending deposits, loans or advances in so far
as the consideration is represented by way of
interest or discount (other than interest
involved in credit card services) has been

exempted.

Where DCA is an agent under Para 3
of Schedule 1 of the CGST Act and
makes payment to the principal on
behalf of the buyer and chargss

mterest to the buyer for delayed

payment along with the valuc of
goods being supplied, whether the
interest will form a part of the value

of supply of goods also or not?

.

In such a scenario following activities are
taking place:

1. Supply of goods by the supplier

(principal) to the DCA.

[

. Further supply of goods by the DCA to

the recipient: |

L

. Supply of agency services by the DCA
to the supplier or the recipient or both;
4. Extension of credit by the DCA to the

recipient.

It is clarified that in cases where the DCA is an

agent under Para 3 of Schedale 1 of the CGST

Act, the temporary short-term transaction

“based credit being provided by DCA to the

Page 3 of 4



Circular No, 73/47/2018-GST

buyer no longer retains its character of an
independent supply and is subsumed in the
supply of the goods by the DCA to the
recipient. It is emphasised that the activity of
extension of credit by the DCA to the recipient
would not be considered as a separate supply
as it is in the context of the supply of goods

made by the DCA to the recipient.

It is further clarified that the value of the

interest charged for such credit would be

required to be included in the value of supply
of goods by DCA to the recipient as per clause |
(d) of sub-section (2) of section 15 of the

CGST Act. |

3 It is requested that suitable trade notices may be issued to publicize the contents of

this Circular.

4, Difficulty, if any. in implementation of the above instructions may please be brought

to the notice of the Board. Hindi version would follow.

(Upender Gupta)
Commissioner (GST)
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