Nature of Supply in GST

CA. Sanjeev Singhal
GRANDM ARK & ASSOCIATES, Chartered

Accountants
3/17/2020




Nature of Supply in GST

Nature of Supply in GST /».: )
A
Supply of goods or Services IN GST has to determine whether the supplyyis
1. Inter-state Supply or P :\,,
{ |
2. Intra-state Supply in GST which is O\/
N

After the Above segregation one can determine the right taxes on the supply
which is as follows: %\/

1. if it is Inter- State Supply ------ > Tax — IGST,
QL
2. if it is Intra-state Supply in GST which is ------ > Tax ---CGST and SGST

or UGST

A .

\

SGST or
UGST

\




Therefore, it becomes pertinent to decide whether supplies shall be treated as
intra-State supplies or inter-State supplies. Also, this is necessary to determine
because it will be a decisive factor for charging correct taxes, i.e. CGST and
SGST/UTGST or IGST.

The relevant provisions for determining inter-State and intra-State supplies
are governed by Section 7 and Section 8 of IGST Act.

Section of 7 of IGST Act [ Inter-State Supply ] /%
AN
1. Inter-State supply where the location of supplier and place of supgly are

as under and the supply shall be treated as Inter-State ; “%

AN Y
'an

O
a] supply in different states %
b] supply in different union territory %
c] supply in state and union territory ?V

s

As per section-7 of IGST Act

Inter-state supply of services means;

|
l l l 1

Supply of services, Supply of services
E; [ services, ices,
where the location of imported from outside TPUI:L I: ITQW_]EEQ Supply.m* &:::?
the supplier and the india into the territory of e g0 8 t,mmﬁ_m ol
5 ; conditions inscction 15
place of supply are in— India

" Twodifferent States; [

! '

When the supplier
is located in India
and the place of
supply is outside
India

" Two different UTs;

To Specal Economic
Zone developer or a
Special Econamic
Zone unit

A State and a UT

2. supply of goods imported into the territory of India, till it crosses the
custom frontier of India.



3. Supply of Goods or service or both ;
= Supplier is in India and recipient is outside India.
=  Supply to or by SEZ unit or Developer.
=  Supply in taxable territory, not being an intra-State supply
elsewhere in this section.

Section 8 of IGST Act pertains to intra-State supplies.

A~
Sub-section (1) of Section 8 of IGST Act deals with intra-State supply of goods.

The said section provides that supply of goods where the location of the supplier

and place of supply of goods are in the same State or same Union territory shall

be treated as intra-State supply”, the proviso to above section excludes three

supplies from being treated as intra-State supply even if the location of

supplier and place of supply are in same State or Union territory, these are:
LY

(i) supply to or by an SEZ developer or unit;

(ii) goods or services imporfqd into India and;

(iii)  supplies made tomﬁuris{referred in Section 15

Sub-section (2) to Section 8 deals with intra-State supply of services and it

provides that supply of services where the location of the supplier and the

place of supply of services are in the same State or same Union territory

shall be treated as intra-state supply’.
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A plain rgading of the above provisions makes it clear that whereas Section 8(1) is
subject to provisions of Section 10, Section 8(2) is subject to provisions of Section
12. In other words, these provisions shall not be applicable in case of
export/import of goods which are covered by the provisions of Section 11 of IGST
Act, as well as cases where the place of supply of services is determined as per
the provisions of Section 13, i.e., in case where either the supplier or the recipient
of services is located outside India

Explanation- 1 & 2 in Section -8 is very important to understand the Act in
total .



Explanation -1

In the following cases establishments shall be treated as establishments of distinct
person.

I.  An establishment in India and establishment outside India.
II.  Establishment in State or Union territory and any establishment in other state or
union territory .
lll.  Establishment in State or Union territory and any establishment being business

vertical in same state or union territory .
/\x‘
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Explanation -2

7

A person carrying on business through branch or agency or representa 'or‘@ff,ice in any
AW
1 4

territory shall be treated as establishment in that territory. f/‘“

4. Supplies in territorial waters O
a] where the location of the supplier is in territorial we(%d,dcation of the supplier
of Ave
b] where the place of supply is in territorial w%flgce of such supply.
S

Supply shall be deemed to be in the Coastal State or union territory where the
nearest point of the appropriate baseline is located
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Disclaimer : ;%
The tents of this article are solely for information and knowledge and does not
ns(ti%Zany professional advice or recommendation. Author does not accept
%ﬁability for any loss or damage of any kind arising out of this information set
eout in the article and any action taken based thereon.
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