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PLACE OF SUPPLY UNDER GST

The draft model GST law released by the Government on June 14, 2016 in public domain lays
down the principles to determine the place of supply and accordingly treat the taxable supply of
goods and/or services either as Intra-State or Inter-State. The rules in this regard are framed in
the draft Integrated Goods and Services Act, 2016.

The draft law stipulates separate principles to determine the place of supply of goods and place
of supply of services. While the basic principles remain broadly the same as they are presently,
the finer aspects of the proposed law cover the supply under GST scenario, both for goods and
services, since supply of services will also need to be distinguished as Intra-State or Inter-State
for appropriate charging of GST which is not required in the present system of taxation.

PLACE OF SUPPLY OF GOODS

4 ) 4 N\
> Supply involves movement of goods by any person — Place of termination Of_ movement of
goods for delivery
(N J \\§ J
( N\ 4 N\
Supply is dehv.ered. by way of ansfer f© ﬂFle — Place of principal place of business of such
documents on directions of a third person, either .
. third person
— before or duting movement of goods
—— J - J
4 N\ 4 N\
Supply does not involve movement of goods — Place of location 0.f goods at the time
—> delivery
- J . J
4 A 4 N\
—
— Goods are assembled or installed at site Place of assembly or installation
(N J \ J
( N\ ( )\
—_— In accordance with law made by
> If place of supply cannot be determined as above Government on recommendation of GST
y S Council )
- Goods are supplied on board a conveyance, viz. e Location at which goods taken on board

vessel, aircraft, train or motor vehicle

PLACE OF SUPPLY OF SERVICES

Unlike the rules for place of supply of goods where the location of goods play a dominant role,
for services similar rules cannot be made due to the intangible nature of services. The proposed
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rules for place of supply of services draw their foundation from the existing Place of Provision
of Services Rules, 2012, distinguishing, in many cases, the nature of services being rendered to
determine the place of supply.

The draft law provides for 12 specific services for which place of supply is to be determined
individually. The residual category covers all other services.

Related to immovable Restaurants and Trainine and Admission to vai Organization of

. . . nin C ssion to various oy o s

property; lodging; catering; grooming; s . events, exhibitions;
k . : performance appraisal events or parks R

holding of functions fitness; health service sponsorships

Transportation of Passener Services on board a Telecommunication

goods including by 8 setvices; DTH, cable,

) : transportation conveyance .
mail or courier broadcasting, data transfer
Banking; financial; Advertising services to
Insurance

stock broking Government

Residual category

The criteria for determining the place of supply, the following parameters are used:
Location based for services related to objects or things

Performance based

Location of registered persons or others

Residual category

e o

These are illustrated below.
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Location based

In this category, the location of specified object/thing is of primary importance and the location
of service provider and service receiver loses relevance

Related to immovable property; Accommodation; —_—

—_— lodging; holding of functions Location of such immovable property or

boat or vessel

— Location of event actually held or such

—> Admission to various events or parks N
parks

~

4 N N

a) Fixed line connection — the place
whete the same is installed.

b) Mobile/Internet postpaid connection
— the billing address of service
recipient

¢) Mobile/Internet prepaid connection —
where such vouchers are sold

|

] > Telecommunication services; DTH, cable,
broadcasting, data transfer

N J

-

> Services on board a conveyance — Location of first scheduled point of
departure of that conveyance
Advertising services to Government === | Location shall be the State for which
> advertisement is done
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Performance based

Here the location where services are performed plays a dominant role covering mainly those
services which require physical presence of service recipient.

Restaurants and catering; grooming; fitness; health Location of the setvices actually
service performed.

Location of registered person or others

In the below specified services location of service receiver or other person plays dominant role
in determining the place of supply of services.

if the setrvice is not linked to the account
of the recipient of services, then the
location of the supplier of setvices

|

Location of the recipient of services on
. . . the records of the supplier of setvices;
—> Banking; financial; stock broking

Location of the registered service recipient;
if not available then addtess on the records
of the supplier of services

Insurance

|

v

— J

Location of registered service recipient;
if not available then location of such event

1 > Organization of events, exhibitions; sponsorships — [

Location of registered service recipient; if
not available then location of goods being
handed over for their transportation

|

— Transportation of goods including by mail or
coutier

— Training and performance appraisal ====> | if not available then location where services
are actually performed

—

Location of registered service recipient; if
not available then location where the
passenger embarks on the conveyance for
a continuous journey

|

—> Passenger transportation

s N
[ Location of the registered service recipient;

—
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Residual Category

All other services not covered above would come under residual category and place of supply of
services would primarily be location of service receiver.

Location shall be the address of registered
service recipient;

— if not available then the address on records;
but if both of above not available, then the
location of supplier of service

Residual Category

CONCLUSION

Elaborate rules become necessary under the GST regime, since it is a destination based tax. The
regime will prove to be complex to service providers as compared to present day and they will
need to segregate the services rendered by them into Inter-State and Intra-State for ensuring
proper compliances and deposit of taxes.
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