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Certain Circulars have been issued by CBIC on 31.12.2024 clarifying various matters. A brief
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summary of all these circulars are as follows:

Circular Changes
No.

240/34/2024 | Clarification in respect of input tax credit availed by electronic commerce

-GST operators where services specified under Section 9(5) of Central Goods and

Services Tax Act, 2017 are supplied through their platform.

A) Whether electronic commerce operator, required to pay tax under section
9(5) of CGST Act, is liable to reverse proportionate input tax credit on his
inputs and input services to the extent of supplies made under Section 9(5) of
the CGST Act?

Ans

ECOs supply two
types of services

1 |
ECO pays tax on Platform fees or
services commissions for
using their platform.

» ECOs can avail ITC on inputs and input services related to their own
services.,

» ITC availed cannot be used to pay tax liability under Section 9(5); such tax
must be paid entirely in cash via the electronic cash ledger.

» ECOs are not required to reverse ITC proportionately under Section 17(1)
or 17(2) of the CGST Act for inputs or input services related to Section 9(5)

supplies.
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» Tax liability for Section 9(5) supplies should be discharged fully in cash.
» ITC can be used for tax liability related to their own account services but
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not for Section 9(5) liabilities.

241/35/2024 | Clarification on availability of input tax credit as per clause (b) of sub-

-GST section (2) of section 16 of the Central Goods and Services Tax Act, 2017 in

respect of goods which have been delivered by the supplier at his place of

business under Ex-Works (EXW) Contract.

» In the automobile sector, contract between automobile dealer and Original
Equipment Manufacturers (OEMSs) is generally Ex-work contract. Under
EXW contracts, the property in goods (e.g., vehicles) is transferred to the
buyer (e.g., automobile dealer) at the supplier’s (OEM's) factory gate, when
the goods are handed to the transporter. The goods are considered delivered
when handed over to the transporter at the dealer's instance. The OEM may
arrange transportation and insurance on behalf of the dealer, but claims for
loss must be lodged by the dealer. The dealer also duly accounts for the
invoice in his books of accounts on such delivery of the vehicles at the
factory gate of the OEM. Some authorities questioned whether ITC could
be claimed before physical receipt of the goods at the buyer’s premises,
leading to disputes and show cause notices.

» As per Section 16(2)(b), the registered person to "receive" the goods to
claim ITC. However, under Section nowhere specific that goods must be
physically received at particular location.

» Explanation to 16(2)(b) of CGST Act, 2017 provide that goods would be
deemed to have been “Received” by registered person for the purpose of
this clause, where :-

The goods delivered/ transfers to the buyer or his authorised person;
Direction may be given either before or during the moment of goods;
Goods delivered by way of transfer documents or otherwise.

» In the instance case:

a) the goods are being handed over by the OEM to the transporter at his
factory gate for onward transmission to the dealer;

b) transport is arranged by OEM on the behalf of dealer; and

c) if insurance is arranged, it is done on the behalf of dealer and any claim

in case of loss has to be lodged by the dealer.
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» For EXW contracts, the act of handing over goods to the transporter at the

factory gate satisfies the condition of "receipt” for ITC eligibility under
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Section 16(2)(b).

» This clarification ensures that dealers can validly claim ITC at the time of
handover, regardless of the goods’ physical arrival at their premises. This
clarification applies to other industries where EXW contracts are used.

» ITC is available if goods are used or intended for use in business and other
conditions under Sections 16 and 17 are met.

242/36/2024 | Clarification on place of supply of Online Services supplied by the

-GST suppliers of services to unregistered recipients

» Suppliers of online services (including through e-commerce operators) are
not recording the correct place of supply on invoices for services provided
to unregistered recipients as misinterpretation of Section 12(2)(b) of the
IGST Act. This is resulting in wrong declaration of place of supply,
resulting in flow of revenue in respect of the said supply to the wrong State.

» A conjoint reading of clause (b) of sub-section (2) of Section 12 of the IGST
Act, subsection (2) of Section 31 of the CGST Act and proviso to rule 46(f)
of CGST Rules leads to a conclusion that for certain online services (e.g.,
online money gaming, services via electronic commerce operators, OIDAR
services), suppliers must mandatorily record the name of the recipient's
State on the tax invoice, regardless of the value of the supply. The recorded
State name on the tax invoice is treated as the address on record for
determining the place of supply under Section 12(2)(b) of the IGST Act.

» The provisions under the proviso to Rule 46(f) of the CGST Rules apply to
all online supplies of services made to unregistered recipients. The place of
supply must be declared as the recipient’s location, based on the recorded
State, in the supplier’s details of outward supplies (FORM GSTR-1/1A).

» Failure to issue invoices with correct details, including the State name, may
result in penalties under Section 122(3)(e) of the CGST Act.
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243/37/2024 | Clarification on various issues pertaining to GST treatment of vouchers:

-GST
Issue 1 -Whether “transactions in vouchers” falls under the category of supply

of goods and/or services?

A) Voucher as Payment Instrument:

A voucher, under section 2(118) of the CGST Act, can be seen as a payment
instrument that creates an obligation for the supplier to accept it as
consideration, either wholly or partially, for the supply of goods or services.
The issuance of such instruments, including pre-paid instruments, is regulated
by the Reserve Bank of India (RBI) under the Payment and Settlement Systems
Act, 2007.

If a voucher is a pre-paid instrument (PPI), as defined by RBI, it facilitates the
purchase of goods or services against the stored value on the instrument. The
stored value is typically paid for by cash, debit, or credit card. Pre-paid
instruments can be in the form of cards, wallets, or any similar payment

instrument that can be used to access the stored amount.

B) Voucher as Money:

If a voucher is classified as a pre-paid instrument recognized by the RBI, it will
fall under the definition of money as per section 2(75) of the CGST Act. This is
because the voucher is used to settle an obligation, just like money. Since
money is excluded from the definitions of both goods and services under the
CGST Act, any transactions involving such vouchers are treated as neither a

supply of goods nor services

C) Voucher as Actionable Claim:

If the voucher is not a pre-paid instrument recognized by the RBI, and thus
cannot be treated as money, it may still create an obligation on the supplier to
accept the voucher as part of the consideration for goods or services. In such
cases, the voucher can be treated as an actionable claim, which is defined under
section 2(1) of the CGST Act and section 3 of the Transfer of Property Act,
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1882.

The actionable claim is essentially a claim to a beneficial interest or debt in
movable property that is recognized by the civil courts. This includes vouchers
that give the holder the right to claim goods or services but are not in the form

of money.

Therefore, it is clarified that irrespective of whether voucher is covered as a
pre-paid instrument recognized by RBI or not, the voucher is just an instrument
which creates an obligation on the supplier to accept it as consideration or part
consideration and the transactions in voucher themselves cannot be considered
either as a supply of goods or as a supply of services. However, supply of
underlying goods and/or services, for which vouchers are used as consideration

or part consideration, may be taxable under GST.

Issue 2 -What would be the GST treatment of transactions in vouchers by

distributors/ sub-distributors/ agents etc.?

Primarily two models for
distribution of vouchers

(Principal-to-PrincipaI (P2P) basis

- J

Commission/ fee basis

- J

A) Principal to Principal basic:

The distributor or dealer purchases the voucher from the issuer (who may be the
principal) typically at a discounted price and then resells it to sub-distributors,
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corporates, or end customers. The distributor/dealer generates revenue by

marking up the price, earning a trading margin between the acquisition cost and
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the selling price.

As per section 9(1) of the CGST Act, GST is levied on the supply of goods or
services. Since transactions involving vouchers are not considered a supply of
goods or services under the GST law, pure trading of vouchers (buying and
selling vouchers for a margin) would not be treated as a supply of goods or

services.

B) On Commission Basic:

In this arrangement, the distributors/sub-distributors/agents do not own the
vouchers, nor do they operate autonomously, they act as agents of the voucher
issuer based on the terms and conditions outlined in the contract or agreement.
The distributors/sub-distributors/agents may have specific responsibilities such
as marketing, promotion, and other support activities related to the distribution
of vouchers. In return for these services, the distributors/sub-distributors/agents

receive a commission/fee or other remuneration, as stipulated in the agreement.

Since the distributor/sub-distributor/agent is acting as an agent for the voucher
issuer, the commission/fee (or any other amount received) for their services will
be considered a supply of services. GST will be payable on the commission/fee

received by the distributor/sub-distributor/agent from the voucher issuer.

Issue 3 -What would be GST treatment of additional services such as
advertisement, cobranding, marketing & promotion, customization

services, technology support services, customer support services etc

There may be cases where additional services such as advertisement, co-
branding, customization services, technology support services, customer
support services, etc. are provided by either the distributor/ sub-distributor or by
another person to the voucher issuer against a service fee/ service charge/

affiliate charge or any other amount, by whatever name called, as per

Page6

contract/agreement between such service provider and the service recipient

(voucher issuer). In such a case, the said service fee/ service charge/ affiliate
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charge or other amount for supply of such additional services to the voucher
issuer as per the terms of contract/agreement, would be liable to GST at the

applicable rate in the hands of the said service provider.

Issue 4 -What would be the GST treatment of unredeemed vouchers

(breakage).

Sometimes, vouchers remain unused/ unredeemed at the end of their expiry
period. In such cases, the businesses generally make book adjustments and
account the said amount on account of unredeemed vouchers in their statement
of income. The value of such unredeemed vouchers accounted for in the
statement of income is called breakage. There are ambiguities and doubts in
respect of GST treatment of such breakage. Also, doubts are raised whether the
amount attributed to the unredeemed voucher(breakage) can be considered as
“monetary value of any act or forbearance, in respect of, in response to, or for
the inducement of, the supply of goods or services or both, whether by the

recipient or by any other person.

As per section 9 (1) of the CGST Act, GST is leviable only on the supply of
goods and/or services. In the case of breakage, there is no redemption of
voucher and there is no supply of underlying goods and/or services. Therefore,
there is no supply of goods and/or services on account of such unredeemed
vouchers (breakage). Also, “consideration” under GST is defined under section
2 (31) of CGST Act, in relation to the supply of goods or services or both. As
there is no underlying supply of goods and/or services in case of non-
redemption of vouchers by the customer, the amount retained for unredeemed
vouchers by the voucher issuer cannot be construed as consideration for any
supply. Accordingly, such amount attributable to unredeemed vouchers
(breakage) would not be taxable as per the provisions of section 9(1) of CGST
Act.

The Circular clarifies that an agreement to do or refrain from an act should not
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be assumed to exist unless there is a clear agreement (either oral or written) for

the payment of consideration in respect of a taxable supply. In the case of
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unredeemed vouchers, if there is no express or implied agreement for the
payment of any amount by the redeemer to the voucher issuer, non-redemption

does not constitute a supply of services.

Therefore, breakage (the amount for unredeemed vouchers) cannot be treated as
a "monetary value of any act or forbearance™ in the context of inducing the

supply of goods or services.
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