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BACKGROUND
►

Courier service (also known as Express Delivery Service) refers to the time bound door-to-door transportation and delivery of documents, gifts,
parcels, spare parts, reports, samples, pharmaceuticals (temperature controlled logistics), high value fashion items, etc., with seamless integration
of Information Technology (IT), providing tracking to the end consumer (hereinafter interchangeably used as ‘courier service’ or ‘EDS’).

►

We, the Express Industry Council of India (‘EICI’), represent a cross section of members from the international and domestic courier/ express
service companies in India. Our members include leading domestic and international courier service providers.

►

The members of EICI are encouraged by the introduction of The Central Goods and Services Tax Bill, 2017 (‘CGST Bill’), The Integrated Goods and
Services Tax Bill, 2017 (‘IGST Bill’), The Union Territory Goods and Services Tax Bill, 2017, including the release of the processes on Registration,
Payments, Refund and Returns; and hope for the early implementation of GST. A GST regime aligned with the overall objectives of this tax reform
of removing cascading impact of taxes, unifying the Indian market, simplifying administration and compliances, and rationalizing the taxation rates
will no doubt prove to be a catalyst for general economic growth.

►

It is therefore essential that sector-specific issues are taken cognizance of and specific rules addressing unique features of the sector are
formulated under GST regime. The nature of activities of courier industry can be bifurcated into two, namely:

►

(i)

Domestic couriers, which includes picking up and delivering within India (a significant and growing part of this market is the booming ecommerce sector); and

(ii)

International courier, which includes movement of parcels/ shipments from either Inside India to outside India (ie import shipments) or vice
versa (ie export shipments)

The nature of the courier business is unique and intricate, given that the operations involve two contracting parties, a pick up destination and a
delivery destination as well as a pick up hub/ warehouse and another for the last mile delivery. Industry follows a hub and spoke model, where
sourcing is from multiple locations and there is a central consolidator called the ‘Hub’, while ‘Spokes’ provide services through the distribution
centers' across locations. Therefore, a courier service cannot be associated to any one place/ state because of its nature of performance. The
same has been explained diagrammatically below:

February 2017
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►

It is evident from the illustration alongside
that the service is provided on a seamless
basis across the country.

►

A warehouse or a conveyance located in one
state is used for performing a courier activity
on which GST is payable in a different state

►

Moreover, it is impossible to identify and
value the support provided by one
establishment to another.

►

In an international movement of goods, the door to door movement can be further bifurcated into the following:
1. Origin services (transportation and ancillary activities in the country where goods are picked up),
2. International freight (port to port transportation) and
3. Destination services (transportation in the destination country including ancillary activities)

►

The complexity in an international movement, if further based on who is contracting for the courier service and who is paying for the same. We
have tabulated the key types of transactions that occur in a courier service
Transaction
Export Prepaid
(Export PP)
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Movement of parcel
Shipment moves from a location in
India to a location outside India

Payment of consideration
The Indian Consignor in India
pays for the courier service

Remarks
The main courier service is performed by the
EDS provider in India and a part of the service is
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Transaction

Movement of parcel

Payment of consideration

Import Prepaid
(Import PP)

Shipment moves from a location
outside India to a location in India

The foreign Consignor outside
India pays for the courier service

Export Cash Collect
(Export CC)

Shipment moves from a location in
India to a location outside India

The foreign Consignee outside
India pays for the courier service

Import Cash Collect
(Import CC)

Shipment moves from a location
outside India to a location in India

The Indian Consignee in India
pays for the courier service

Remarks
sub-contracted to the foreign network entity as
a co-loader activity.
The main courier service is performed by the
network entity and the destination services are
sub-contracted to the Indian courier company
as a co-loader activity.
The main courier service is performed by the
network entity and the origin services are subcontracted to the Indian courier company as a
co-loader activity.
The main courier service is performed by the
EDS provider in India and a part of the service is
sub-contracted to the foreign network entity as
a co-loader activity.
Further, there could also be a situation where
the shipment moves from a location outside
India to another location outside India and the
Indian customer in India pays for such courier
service.

►

In India, the GST sought to be levied has a dual structure whereby compliances would need to be undertaken for every state-level registration.
Given that the major operations of a courier company are seamless in nature, it is extremely important to understand where would GST be
payable, on what value and the compliance reporting requirements thereof. Further, the payment of tax and the actual usage of capital assets are
not entirely aligned, which would lead to credit blockages.

►

EDS is a labour-intensive sector providing employment to millions of people and is also an integral and important part of the logistics industry.
Therefore, the EDS sector is required to be treated sensitively in order to ensure optimal benefit to the economy.
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►

With a view to streamline existing challenges, the need of the hour is to align the principles of taxation to the concept of destination based
consumption tax, as well as internationally accepted taxation guidelines which are easy to comply and administer. Specifically, in the courier
industry, to have a taxation regime that is ambiguous or is not easy to comply with could mean a continuing boost to the unorganised sector
(which exists in this industry).

►

Given the above, the members of EICI seek to engage with your good office in respect of the following essential factors in the GST regime:
ü Sensitive treatment to courier services based on international accepted guidelines
ü Clear and unambiguous rules to enable compliance and mitigate cascading of taxes

►

We have outlined, in this note, our key submissions covering, inter alia, the following aspects:
(a)
Zero-rating of international movement of goods
(b) Single PAN India registration
(c)
Determination of Location of service provider
(d) Determination of Place of Supply
(e)
Other operational and procedural considerations

►

It is requested that this representation may be read in conjunction and continuation with the earlier representation filed by EICI dated August
2016 with your good office.

February 2017
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Recommendations for the legal framework for taxing courier services under the proposed GST law:
1.

Zero-rating of International transaction

1.1

In the modern world, economic activity is globally integrated and trade is an increasingly important component of a country’s GDP. Logistics hubs
are centrepieces for such trading functions and identifying such hubs is important for occupiers, developers, and investors.

1.2

Recognising the above, India too has been increasingly looking at ways to put itself on the global map as a growing logistics hub; thereby,
increasing integration with global trade and supply chains, better utilization of national transport assets, more competitive exports, lower costs for
imports, as well as increased employment opportunities.

1.3

One of the key prerequisites for the above is the treatment of international trade – both the tariff and non-tariff barriers. The proposed GST
regime saddles international courier transactions with tax (both inbound and outbound) resulting in an additional burden which may act as an
impediment to the growth of such transactions (explained below in Paragraph 4 below). One of the key objectives of any taxation regime is to
ensure that there is no double taxation of any supplies and that no taxes are exported out of the country thereby burdening the exports of goods/
services from such country with local taxes (making the local goods/ services uncompetitive in the international market).

1.4

Keeping in mind the above, most developed GST/ VAT legislations zero rate international freight transportation services (which includes courier)
i.e. both export and import transactions, are zero rated. Further, most countries also zero rate ancillary activities such as handling, loading,
unloading, etc., provided in course of international freight transportation. The treatment of international freight transportation may be explained
basis the following three principles that set out the rationale followed by other countries with a view to develop cross-border trades and minimize
tariff barriers:

1

1.

Principle 1: Zero-rating of Inbound and Outbound movement of goods:

i)

With regard to international courier transactions (as is the case even for freight transportation services), all inbound and outbound shipments
are zero rated. For instance, in Malaysia GST, zero-rating1 for international freight has been provided as follows:

Goods and Service Tax (zero-rated Supply) Order 2014

February 2017
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Quote
Transport services in relation to passenger or goodsa. From a place outside Malaysia to another place outside Malaysia;
b. From a last exit point in Malaysia to any other place in other country; or
c. From a place outside Malaysia to the first entry point in Malaysia
Unquote
ii)

Such a mechanism would rectify the present issues being:
a.
b.

Double taxation of courier services in case of inbound shipments
Export of taxes and possible cascading of taxes on export shipments

2.

Principle 2: Zero-rating of ancillary services as a part of international freight

i)

Services in relation to and ancillary to the transport of goods from one place to another, to the extent they relate to International freight
must also be Zero-rated.

ii)

Such services would typically include Loading, unloading, handling services, warehousing fees, excess weight charges, refrigeration and
packing fees, etc.

iii) For instance, under Australia GST2, services that facilitate the international transport are GST free and include services that are carried out in
order for goods to be delivered to their place of consignment or to a destination outside of Australia. Services that facilitate the international
transport of goods by transport suppliers included supplies of loading, unloading, handling, insurance and other services.
3.

2

Principle 3: Conditions for zero-rating:

GST and international freight transport on Australian Taxation Office website

February 2017
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i)

The export status should not be incumbent upon receipt of consideration in foreign exchange, as it results in cascading of taxes even though
the goods/ services may be consumed outside India (as per the place of supply principles).

The Zero-rating provisions for some of the mature GST jurisdictions have been enclosed herewith as Annexure A
Our Recommendations
1.5

With a view to India becoming a logistics hub, it is imperative that the international transactions are not burdened with any taxes. For ensuring
the same, the following needs to be implemented under the GST:
i.

International movement of goods into India and from India should be zero rated. Following export related transactions also to be zero
rated:

ii.

If the supplier is involved in provision of local transportation services only:
a) Service to be zero-rated if supplied to an overseas customer on goods for export
b) Service to be zero-rated if provided to an overseas customer in business capacity for the first leg of import

iii.

Incidental services for goods to be delivered to their place of consignment - included supplies of loading, unloading, handling, insurance and
other services.

iv.

Export status not to be incumbent upon receipt of consideration in foreign exchange

2.

Single pan-India registration for output and input tax

2.1

Courier services are unique on account of the following reasons:
a.

February 2017

Courier services are provided seamlessly across geographical boundaries. Further, on a day to day basis, billions of deliveries are made
across Indian subcontinent and internationally.
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2.2

b.

Courier services are evolving to cater to new client businesses and their changing supply chains. The significant shift and evolution of
courier services is incumbent on the changing economy and growing industries. A classic example of the same is the e-commerce sector
which has changed the way and manner in which courier services are provided seamlessly in an even further increased time sensitive
manner. In the future with growing need for just in time delivery, the advent of deliveries through drones appears to be just around the
corner in the Indian market. Such developments would only mean that the courier services will be that much less constrained by state
boundaries.

c.

Actual performance of service and usage of services/ goods may not be entirely aligned to place of supply of service where the output tax
accrues. Further, in the context of courier services, it is impossible to track state level performance of services.

Given the above, it is evident that dual GST registration would have the following impact:
►

Cascading of Taxes
The cascading tax cost will also become an unintended reality as credit of goods/ services will be blocked given that the procurement and
usage of goods and services will not necessarily be geographically aligned with the provision of services

►

Ambiguity in relation to payment of taxes
In order to meet state level compliances, the courier service companies would not only need to determine the performance of service, the
location of service receiver (which could be different from location of consignor and consignee), and also the location of the service provider.
The above will result in material ambiguity with regard to state/ type of GST payment is required to be made.

►

Increase in compliances
If such single pan India registration across States is not allowed, multiple registrations and the resultant multiple assessments/ investigations/
audits would result in a dramatic increase of tax compliance effort as also tax uncertainty and litigation. Furthermore, courier service
companies would be saddled with host of compliances to be undertaken for each State-wise registration and this would require significant
changes in the IT systems and procedures to ensure compliance.

February 2017
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2.3

Having multiple State-wise registrations for each levy (i.e. CGST, SGST, UTGST and IGST) could drastically diminish the synergy benefits that GST
regime is otherwise set to bring. The envisaged advantages of consolidating warehouses and benefits of better resource utilisation as well as
economies of scale may not be a reality, as the industry would be forced to take into account tax considerations such as minimum leakage of
credits, etc.

2.4

Separately, in case of Centralised procurement of goods and services at head office and provision of output services across States, it would not be
uncommon for input credits to excess the output tax liability in the State where the head office is located. In such cases where the input tax credit
in a State far exceeds the output tax liability in the said State, it would result in significant credit blockages in individual States and working capital
inefficiencies if collation of such credits and utilization thereof across States is not allowed.

Mechanics of pan-India registration
2.5

Therefore, given the nature of express services, express companies should be allowed to obtain pan-India single registration for output tax and
input tax. The mechanics of this structure have been explained below:
►

Express companies would charge IGST for express/ courier services provided across States (except in the State where express company is
centrally registered).

►

Further, irrespective of place of supply, all vendors of express companies should invoice the express companies at the location where such
express company has obtained centralised registration.

►

In case of exempted supply, express company would be liable to pay an amount on such exempted supply in the State in which such
exempted supply has been made. Such amount may be computed as a specific percentage of value of exempted supply or on proportionate
turnover basis.
For example, in the below diagram, with respect to exempt supply, we have assumed that express company would be liable to pay an amount
of 10% of value of exempted supply (i.e. Rs.1,500) in the State in which such exempted supply is made. Alternatively, amount may also be
determined on common credit based on proportionate exempted turnover.

February 2017
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►

Similarly with respect to certain goods or services on which credit is not available, express company would be liable to pay an amount in the
State from where such goods or services have been supplied in the manner as may be prescribed.
For example, in following diagram, express company is availing credit of Rs.100 on ineligible input from Vendor C; however, the amount equal
to the credit availed on ineligible input is being paid as IGST in the State wherein actual PoS of such supply existed.

►

February 2017

If the aforesaid mechanism is follow, then all the states will get the revenue allocable to them and there will be no loss of revenue to any
state.
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2.6

The above guidelines will ensure that the following concerns of the courier companies are appropriately addressed:
a. Cascading of Taxes
b. Ambiguity in relation to payment of taxes
c. Increase in compliances

2.7

However, if the centralized PAN India registration is not granted then it would be impossible for the courier companies to comply with the GST
requirements basis the proposed Draft Bills. Therefore, clear guidelines pertaining to the following will need to be issued:
a. The location of the supplier which would be considered as the establishment most directly concerned with the supply of service
b. The place of supply rules in relation to international movement of goods
c. The place of supply rules for a co-loader activity which is separate than a courier activity
d. Rules pertaining to determination of value for self-supplies

3.

Clarification on the location of the supplier

►

Given the need to have a single pan-India registration under the GST for the courier industry, it is recommended that such centrally registered
office should be considered as the location of the service provider. This would not only reduce the ambiguity in determining the place of supply
and the applicable GST but would also be easy to administer. However, in case the above proposition is not acceptable, then the location of the
supplier would need clarification in the context of a courier company.

►

As per Section 2(15) of the IGST Bill, the ‘location of the supplier’ has been defined as follows:
Quote
1)
2)
3)
4)
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where a supply is made from a place of business for which the registration has been obtained, the location of such place of business;
where a supply is made from a place other than the place of business for which registration has been obtained (a fixed establishment
elsewhere), the location of such fixed establishment;
where a supply is made from more than one establishment, whether the place of business or fixed establishment, the location of the
establishment most directly concerned with the provision of the supply; and
in absence of such places, the location of the usual place of residence of the supplier;
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Unquote
►

As per the aforesaid definition, the location of the supplier of service is the “establishment most directly concerned with the supply”. This phrase
has not been defined under the GST law and can be understood with reference to the following explanations:
a.

As per the Education Guide issued on 20 June 2012, this expression should be interpreted in the following manner:
Quote
5.2.7 How will the establishment "most directly concerned with the supply" be determined?
This will depend on the facts and supporting documentation, specific to each case. The documentation will include the following:
the contract(s) between the service provider and receiver;

where there are no written contracts, any written account (documents,

correspondence/e-mail etc) between parties which sets out in detail their understanding of the oral contract;

in particular, for suppliers, from which establishment the services are actually provided;

in particular, for receivers, at which establishment the services are actually consumed, effectively used or enjoyed;

details of how the business fits into any larger corporate structure;

the establishment whose staff is actually involved in the execution of the job;

performance agreements (which may be indicative both of the substance and actual nature of work performed at a particular
establishment);
Thus, normally in the case of multiple establishments of a person, it will be the establishment that actually provides, or receives (i.e. uses or
consumes), a service that would be treated as 'directly concerned' with the provision of service, notwithstanding the contractual position, or
invoicing or payment.
Unquote

b.

In this context, it may also be relevant to note that the same phrase has been employed under the EU VAT regulations as well. The
clarification (VAT Notice 741A: place of supply of services) issued in the EU for this is as under:
Quote

February 2017
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3.6 I have more than one establishment. Where do I belong?
If, as either the supplier or the recipient of services, you have establishments in more than one country, the supplies you make from, or
receive at, each establishment have to be looked at separately. For each supply of services, you are regarded as belonging in the country
where the establishment most directly connected with that particular supply is located.
To decide which establishment is most directly connected with the supply, you should consider all the facts, including:

for suppliers, from which establishment the services are actually provided

for recipients, at which establishment the services are actually consumed, effectively used or enjoyed

which establishment appears on the contracts, correspondence and invoices

where the directors or others who entered into the contract are permanently based, and

at which establishment decisions are taken and controls are exercised over the performance of the contracts
Normally it is the establishment actually providing or receiving the supply of services which is the establishment most directly connected with
the supply, even if the contractual position is different.
Unquote
c.

Similarly, Organisation of Economic Co-operation and Development (‘OECD’) guidelines on this subject states as under:
Quote
B.3. Applying the general rule - Supply of a service or intangible to a legal entity with multiple locations (“multiple location entity” – “MLE”)
3.22 When a supply is made to a legal entity that has establishments in more than one jurisdiction (a “multiple location entity”, “MLE”), an
analysis is required to determine which of the jurisdictions where this MLE has establishments has taxing rights over the service or intangible
acquired by the MLE.
For the purpose of these Guidelines, it is assumed that an establishment comprises a fixed place of business with a sufficient level of
infrastructure in terms of people, systems and assets to be able to receive and/or make supplies. Registration for VAT purposes by itself does

February 2017
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not constitute an establishment for the purposes of these Guidelines. Countries are encouraged to publicise what constitutes an
“establishment” under their domestic VAT legislation.
Unquote
►

Basis the above clarifications, it can be seen that there are several parameters that will influence this determination. As per EICI’s interpretation of
the definition and the aforesaid references, EICI has enlisted the below the establishments which can be considered the ‘location of the supplier’
and the reasons thereof:

3.1

ALTERNATIVE A: The Head office of the courier company

3.1.1

The core business of the EDS industry is the provision of value-added, door-to-door transport and deliveries of next-day or time-definite
shipments3, including documents, parcels and merchandise goods. The activities involved in a door-to-door delivery may be explained
diagrammatically below:

3

Time-definite shipments normally incur a transit time of between 2 and 3 days

February 2017
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3.1.2

While various establishments of a courier company may be involved in the door-to-door courier service, but it is the head office which is involved
in the main designing, network mapping and assignment of routes for a particular courier transaction.

3.1.3

The Head office is the establishment which is most directly concerned and involved in Consignment Handling. Other establishments (service
stations/ hubs) are only responsible for supervising the delivery and pickup activities. It is the head office that manages and instructs for delivery/
pick-up, prioritizes the delivery based on deadlines, optimizes the route to enhance operational efficiency and leads the service stations/ hubs.

3.1.4

Further, all contracts are executed at the head office in respect of B2B customers. All correspondences and invoices are also addressed to/ from
the head office. In case of any redressal or complaints, the customer contacts the head office for its resolution. Also, the entire network for
tracking shipments is also housed in the head office.

3.1.5

Given the above, EICI recommends that the location of the supplier ie the establishment most directly concerned with supply must be the location
of the head office which houses the primary network (and design) of a typical door-to-door courier transaction.

3.2

ALTERNATIVE B – The place of actual pick-up/ delivery of goods

3.2.1

It is imperative for the government to consider the head office of the courier company as the location of the supplier for the smooth functioning
of the operations of the courier companies. However, if the same is not acceptable, then an alternative establishment based on the actual
performance of the service can be considered as the establishment mostly directly concerned with the supply. In case there is no establishment of
the courier company in the state of pick up/ delivery, then the location of the establishment most directly connected with the pick-up/ delivery of
the product shall be considered as the location of the supplier of service.

3.2.2

For instance, let’s assume that a courier company whose head office is in Maharashtra, is required to pick a package from Bhadohi in Uttar
Pradesh for delivery to Delhi. Upon pick-up from the consignor, an airway bill number is generated and allotted to the picked up parcel (which is
done centrally at the head office being Mumbai). The package is then locally consolidated at Varanasi. Upon consolidation, the packages are sent
to Delhi, for the last mile delivery.

February 2017
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3.2.3

In the instant case, the establishment performing the pick-up would be in the state of Uttar Pradesh and therefore as per Alternative B, the
location of the supplier would be linked to Uttar Pradesh. It is to be noted that, the head office ie Mumbai would still be involved in managing and
instructing for the delivery/ pick-up, prioritizing the delivery based on deadlines, optimizing the route to enhance operational efficiency, etc.

3.2.4

At this juncture, it is extremely important to also note the place of supply to better contextualize the recommendations/ clarifications sought by
EICI.

3.2.5

As per Section 12(8) of the IGST Bill, the Place of supply of services where the location of supplier of service and the location of the recipient of
service is in India shall be as follows:
Quote
(8) The place of supply of services by way of transportation of goods, including by mail or courier to,
(a) a registered person, shall be the location of such person;
(b) a person other than a registered person, shall be the location at which such goods are handed over for their transportation.
Unquote

3.2.6

Given the above legislative background, we have mapped the various transactions that can be undertaken as a part of courier activity and the GST
impact/ clarifications required in this regard:
Door-to-door domestic courier activity

Activity and
Description for
Domestic movement
Courier Activity ie
Door to Door
complete supply of

February 2017

Status of
recipient
Registered
(Bill Shipper)

Location of Supplier
( As per Alternative B)
Pick-up location
In case there is no establishment of the
courier company in the state of pick up,

Place of Supply
(‘PoS’)
If pick-up
location is the
location of the

Recommendations and Changes in Law

►

Clarification is required to define/ explain
the establishment which could be
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Activity and
Description for
Domestic movement
service (origin,
transportation and
destination)

Status of
recipient

Registered
(Bill
Consignee)

Registered
(Bill Third
Party)
(Where the
payer legal
entity is
neither the
consignor nor
the consignee)

February 2017

Location of Supplier
( As per Alternative B)

Place of Supply
(‘PoS’)

then the location of the establishment
most directly connected with the pick-up of
the product

registered
person, the PoS
will be the
pick-up
location billed
for services

Destination location
In case there is no establishment of the
courier company in the state of Delivery,
then the location of the establishment
most directly connected with the Delivery
of the parcel

Pick-up location
In case there is no establishment of the
courier company in the state of pick up,
then the location of the establishment
most directly connected with the pick-up of
the product

If delivery
location is the
location of the
registered
person, the PoS
will be the
delivery
location billed
for services.

Recommendations and Changes in Law
considered as the establishment most
directly concerned with the supply as:
• Alternative 1 – The head office of the
courier company where designing,
network mapping, assignment of
routes, etc is done (Para 3.1)
• Alternative 2 – The place of actual pickup of goods as documented in the
AWB/ CN (Para 3.2)

The location of
the contractual
address billed
for services or
the address of
the
establishment
from where the
order is
received
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Activity and
Description for
Domestic movement

Status of
recipient

Unregistered

Location of Supplier
( As per Alternative B)
Pick-up location
In case there is no establishment of the
courier company in the state of pick up,
then the location of the establishment
most directly connected with the pick-up of
the product

Place of Supply
(‘PoS’)

Recommendations and Changes in Law

Location of
pick-up

Import Cash-collect and Export pre-paid courier transaction (door-to-door service and not in the capacity of a co-loader)
Activity and
Description for
Domestic movement

Import Cash collect
(The consignee in
India pays for the
courier service)

Status of recipient

Registered Person
(Bill consignee)

Registered Person
(Bill Third Party)
Where the payer
legal entity is neither

February 2017

Location of Supplier
( As per Alternative B)
Destination location
In case there is no establishment of
the courier company in the state of
delivery, then the location of the
establishment
most directly connected with the
delivery of the product
Destination location
In case there is no establishment of
the courier company in the state of
delivery, then the location of the
establishment

Place of Supply
If delivery
location is the
location of the
registered
person, the
PoS will be the
delivery
location billed
for services
The location of
the contractual
address billed
for services or
the address of

Recommendations and Changes in Law

►

►

Clarification is required to specifically state
that in case of an Import Cash collect
transaction, the recipient for the purpose of
Place of supply will be the Indian consignee
in India who pays for the courier service.
Clarification is required to define/ explain
the establishment which could be
considered as the establishment most
directly concerned with the supply as:
• Alternative 1 – The head office of the
courier company where designing,
network mapping, assignment of
routes, etc is done (Para 3.1)
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Activity and
Description for
Domestic movement

Status of recipient
the consignor nor
consignee)

Location of Supplier
( As per Alternative B)
most directly connected with the
delivery of the product

Place of Supply

Recommendations and Changes in Law

the
establishment
from where the
order is
received

•

►

Unregistered Person
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Destination location
In case there is no establishment of
the courier company in the state of
delivery, then the location of the
establishment
most directly connected with the
delivery of the product

►

Location of
pick-up
►

Alternative 2 – The place of actual
delivery of goods as documented in the
AWB/ CN (Para 3.2)

Here, as the pick-up location is outside
India, the place of supply is outside India
and this transaction will qualify as an
exempt service. Therefore, clarity is
required on the treatment of such
transactions
Clarification is required to specifically state
that in case of an Import Cash collect
transaction, the recipient for the purpose of
Place of supply will be the Indian consignee
in India who pays for the courier service.
Clarification is required to determine the
location of supplier ie the establishment
which could be considered as being most
directly concerned with the supply. We
recommend the following as:
• Alternative 1 – The head office of the
courier company where designing,
network mapping, assignment of
routes, etc is done (Para 3.1)
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Activity and
Description for
Domestic movement

Status of recipient

Location of Supplier
( As per Alternative B)

Place of Supply

Recommendations and Changes in Law
•

Registered Person
(Bill Shipper)

Export prepaid
(The consignor in
India pays for the
courier service)

February 2017

Pick-up location
In case there is no establishment of
the courier company in the state of
pick up, then the location of the
establishment
most directly connected with the pickup of the product

Registered Person
(Bill Third Party)
Where the payer
legal entity is neither
the consignor nor
consignee)

Pick-up location
In case there is no establishment of
the courier company in the state of
pick up, then the location of the
establishment
most directly connected with the pickup of the product

Unregistered person

Pick-up location
In case there is no establishment of
the courier company in the state of
pick up, then the location of the

If pick-up
location is the
location of the
registered
person, the
PoS will be the
pick-up
location billed
for services.
The location of
the contractual
address billed
for services or
the address of
the
establishment
from where the
order is
received

►

►

Alternative 2 – The place of actual
delivery of goods as documented in the
AWB/ CN (Para 3.2)

Clarification is required to specifically state
that in case of an Export prepaid
transaction, the recipient for the purpose of
Place of supply will be the Indian consignor
in India who pays for the courier service.
Clarification is required to define/ explain
the establishment which could be
considered as the establishment most
directly concerned with the supply as:
• Alternative 1 – The head office of the
courier company where designing,
network mapping, assignment of
routes, etc is done (Para 3.1)
• Alternative 2 – The place of actual pickup of goods as documented in the
AWB/ CN (Para 3.2)

Location of
pick-up
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Activity and
Description for
Domestic movement

Status of recipient

Location of Supplier
( As per Alternative B)

Place of Supply

Recommendations and Changes in Law

establishment
most directly connected with the pickup of the product
Co-loader activity (Where the contractual arrangement is with another courier company in India)
Activity and
Description for
Domestic movement
Co-loader Activity ie
performing any one leg
of delivery (being
origin, transportation
and destination)
anywhere within India.
Here, the main courier
activity (door to door
transportation) is done
by another EDS
provider and the Coloader is involved in
only one leg of the
complete delivery

February 2017

Status of
recipient

Registered

Location of Supplier
( As per Alternative B)

Pick-up location
In case there is no establishment of the
courier company in the state of pick up,
then the location of the establishment
most directly connected with the pick-up
of the product

Place of Supply
If pick-up
location is the
location of the
registered
person, then
where GSTIN is
available, the
PoS will be the
pick-up
location billed
for services.
Where the
GSTIN is not
available in the
state of pickup, then
location of the

Recommendations and Changes in Law

►

►

It must be clarified that a co-loader activity is
not in the nature of a courier activity and shall
be classified as a transportation activity.
Clarification is required to define/ explain the
establishment which could be considered as
the establishment most directly concerned with
the supply as:
• Alternative 1 – The head office of the
courier company where designing,
network mapping, assignment of routes,
etc is done (Para 3.1)
• Alternative 2 – The place of actual pick-up
of goods as documented in the AWB/ CN
(Para 3.2)
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Activity and
Description for
Domestic movement

Status of
recipient

Location of Supplier
( As per Alternative B)

Place of Supply

Recommendations and Changes in Law

contractual
address billed
for services or
the address of
the
establishment
from where the
order is
received
Unregistered
Person

3.2.7

Not Applicable, on account of the fact
that such services are provided only to
registered persons

Not Applicable

Not Applicable

It is to be noted that the aforesaid analysis has been strictly done on the basis of the IGST/ CGST Bill and clarification on what can be considered as
the location of the supplier is still expected under the final GST Law.
Summary of recommendations
Clarification is required to define/ explain the establishment which could be considered as the establishment most directly concerned with
the supply
►
The person who is liable to pay for the courier service will be considered as the recipient of service irrespective of the contractual
arrangement.
►
A co-loader activity is not a courier service (as it does not involve door-to-door pick-up and delivery of goods) and must be classified as a
transportation activity. It is to be noted that such a clarification will not impact the taxability of the transaction but however will enable the
courier company to comply with the GST provisions, which in absence of such a clarification, is not possible.
►
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►

Where there is a consignee collect transaction (third party), it shall be considered as a supply to an unregistered person as there would be
no contract for the same.

4.

Amendment in the place of supply for courier transactions where the service recipient is located outside India

4.1.1

In relation to the international movement of goods by way of courier, it is important to define the place of supply provisions for courier
transaction and freight transactions as per Section 13 of the IGST Bill.
Quote
13. Place of supply of services where the location of the supplier or the location of the recipient is outside India
(3) The place of supply of the following services shall be the location where the services are actually performed, namely:(a) services supplied in respect of goods that are required to be made physically available by the recipient of service to the supplier of service, or to
a person acting on behalf of the supplier of service in order to provide the service:
PROVIDED that when such services are provided from a remote location by way of electronic means, the place of supply shall be the location where
goods are situated at the time of supply of service:
PROVIDED FURTHER that this clause shall not apply in the case of a service supplied in respect of goods that are temporarily imported into India for
repairs and are exported after repairs without being put to any use in India, other than that which is required for such repairs;
(b) services supplied to an individual, represented either as the recipient of service or a person acting on behalf of the recipient, which require the
physical presence of the receiver or the person acting on behalf of the recipient, with the supplier for the supply of the service.
…
(9) The place of supply of services of transportation of goods, other than by way of mail or courier, shall be the place of destination of the goods.
Unquote

4.1.2

The present IGST Bill makes a clear demarcation for express delivery services from freight transportation services in its place of supply. The place
of supply for goods transportation services (other than courier) is under Section 13(9) ie destination of the Goods, while for courier services it is
Section 13(3) of the place of supply is based on the performance of the courier service.
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4.1.3

With regard to international transactions, the IGST Bill is not aligned to the principles of non-export of taxes from the country as explained below:
►
The IGST Bill, distinguishes between an express delivery service provider (ie courier) and other transporters. For instance, in case of goods
transported from India to outside of India by a freight forwarder, the place of supply for the freight forwarding service is deemed to be
outside India and presently also deemed zero rated However, this principle does not apply to courier services, since courier has been carved
out as an exception to services of transportation of goods covered under section 13(9) of the place of supply provisions. The place of supply
for courier services is based on the physical performance under section 13(3) ie even where only a fraction of the courier service were
performed in India, it is subject to service tax. Whereas on ground nature of services provided by both the service providers are similar in
nature. As a result, even where a parcel is being delivered outside India by a courier company, the courier services are liable to a service tax –
this is given that in all instances, the courier service will always be partially performed in India whether the goods are being exported or
imported.
►

4.1.4

An express delivery service provider provides integrated door to door delivery services (ie origin, freight and destination) and hence an
express delivery provider always ends up paying tax on the whole leg of the transaction, irrespective of the fact that actual performance of
the service is majorly outside the custom frontiers of India. Such a differential treatment as compared to other modes of transportation puts
courier at a significant disadvantage. This impact will only further widen with the GST being implemented at a potentially 20% higher rate
than the existing service tax. Therefore, it is imperative that courier is put at par with all other transportation of goods services and all
related export and import transactions are zero rated (rationale explained above).

Further, there would be certain transactions undertaken by the courier company in the capacity of a co-loader where it would be impossible to
identify the place of supply based on Section 13(3). We have tabulated the complexities in the import/ export scenarios and our recommendations
and changes proposed in the IGST Bill.

Door-to-door courier activity in case of any international movement of goods
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Activity and Description
for International
movement

Status of
recipient

Location of Supplier
( As per Alternative B)

Place of Supply
as per section
13(3)

Recommendations and Changes in Law

It is extremely ambiguous and difficult to
define the location where the services are
actually performed as sometimes two or
more states may be involved. Further,
compliance in such a situation by the
courier companies is not possible
Location where
Recommendation
the services are
► Courier services must be treated at par
actually
with freight transportation services and
performed.
accordingly, section 13(9) must be
Here, the
amended as follows:
destination
The place of supply of services of
services are
transportation of goods, including other
performed in
than by way of mail or courier, shall be the
India
place of destination of the goods
►

Courier Activity for an
Import Prepaid
consignment
(The courier company
provides door to door
transportation services)

Courier Activity for an
Export Cash collect
consignment

February 2017

Unregistered
Person

Unregistered
person

Destination location
In case there is no establishment of the
courier company in the state of delivery,
then the location of the establishment
most directly connected with the
delivery of the product

Pick-up location
In case there is no establishment of the
courier company in the state of pick up,
then the location of the establishment

Location where
the services are
actually
performed.

►

It is to be noted that the aforesaid change
will NOT change the taxability of the
transaction ie the import transaction
would still be liable to tax.

►

International freight and destination
services are performed outside India and
the payment is also received outside India,
still because of section 13(3), this service
will become taxable in India.
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Activity and Description
for International
movement
(The courier company
provides door to door
transportation services)

Status of
recipient

Location of Supplier
( As per Alternative B)
most directly connected with the pick-up
of the product

Place of Supply
as per section
13(3)
Here, the origin
services are
performed in
India

Recommendations and Changes in Law
Recommendation
► Courier services must be treated at par
with freight transportation services and
accordingly, section 13(9) must be
amended as follows:
The place of supply of services of
transportation of goods, including other
than by way of mail or courier, shall be the
place of destination of the goods.
►

Here, the destination will be outside India
and the courier services will rightly get
classified as export and not lead to export
of taxes.

Co-loader activity (Where the contractual arrangement is with an unregistered network entity)
Activity and Description
for International
movement
Co-loader Activity for an
Import Prepaid
consignment

February 2017

Status of
recipient
Unregistered
Person
(Network
entity)

Location of Supplier
( As per Alternative B)
Destination location
In case there is no establishment of the
courier company in the state of delivery,
then the location of the establishment

Place of Supply
as per section
13(3)
Location where
the services are
actually
performed.

Recommendations and Changes in Law
►

►

A co-loader activity is not in the nature of
a courier activity and accordingly, must be
classified as a transportation activity.
In case Rule 13(3) pertaining to courier
services is applied to a co-loader activity
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Activity and Description
for International
movement
(The courier company in
India provides only the
destination services)

Status of
recipient

Location of Supplier
( As per Alternative B)
most directly connected with the delivery
of the product

Place of Supply
as per section
13(3)
Here, the
destination
services are
performed in
India

Recommendations and Changes in Law

►

►

►

Co-loader Activity for an
Export Cash collect
consignment
(The courier company
outside India provides
only the origin services)

Unregistered
Person
(Network
entity)

Pick-up location
In case there is no establishment of the
courier company in the state of pick up,
then the location of the establishment
most directly connected with the pick-up
of the product

Location where
the services are
actually
performed.
Here, the origin
services are
performed in
India

►

►

February 2017

than it will become impossible for the
courier company to comply with the GST
provisions.
Therefore, the place of supply for a coloader activity must be aligned to the place
of supply for transportation of goods ie
destination of goods as per Section 13(9).
A co-loader activity is not in the nature of
a courier activity and accordingly, must be
classified as a transportation activity.
In case Rule 13(3) pertaining to courier
services is applied to a co-loader activity
than it will become impossible for the
courier company to comply with the GST
provisions. Further, no transaction by a
courier company in the capacity of a coloader will qualify as an export transaction.
Therefore, the place of supply for a coloader activity must be aligned to the place
of supply for transportation of goods ie
destination of goods as per Section 13(9).
Additionally, the following aspects need to
be clarified to define what can be
considered as the destination of goods:
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Activity and Description
for International
movement

Status of
recipient

Location of Supplier
( As per Alternative B)

Place of Supply
as per section
13(3)

Recommendations and Changes in Law
a) The Indian gateway where the
contract with the network entity
terminates, or
b) The destination where the delivery
terminates to the final recipient as
documented in AWB/ CN.

4.1.5

It is to be noted that the issues identified for the ‘location of the supplier’ will also continue in the aforesaid scenarios and has not been separately
covered (refer para 3 for details).
Summary of recommendations
Courier services must be treated at par with freight transportation services and accordingly, section 13(9) must be amended to include
courier services
►
Clarification is required to define/ explain the establishment which could be considered as the establishment most directly concerned with
the supply.
►
A co-loader activity is not a courier service (as it does not involve door-to-door pick-up and delivery of goods) and the place of supply for a
co-loader must be aligned to the place of supply for transportation of goods ie Section 13(9) – Destination of Goods.
►

5.

Clarification on Location of the recipient of service

5.1

The location of the recipient of service is an important aspect for determining the taxability of courier transactions as the same would impact the
applicability of the relevant place of supply.

5.2

The place of supply of services where the location of supplier of services and the location of the recipient of service is in India would be
determined as per section 12(8) of the Place of Supply in Chapter V of the IGST Bill whereas the place of supply of services where the location of
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the supplier or the location of the recipient is outside India would be determined as per Section 13(3) (recommended to be Section 13(9)) of the
Place of Supply.
5.3

While the location of the supplier of service of a courier company would be in India, the determination of the actual recipient of service is
extremely important in order to identify which of the aforementioned sections of place of supply would apply.

5.4

The location of the recipient of services has been defined in the IGST Bill to mean:
Quote
(14) “location of the recipient of services” means:
(a) where a supply is received at a place of business for which the registration has been obtained, the location of such place of business;
(b) where a supply is received at a place other than the place of business for which registration has been obtained (a fixed establishment
elsewhere), the location of such fixed establishment;
(c) where a supply is received at more than one establishment, whether the place of business or fixed establishment, the location of the
establishment most directly concerned with the receipt of the supply; and
(d) in absence of such places, the location of the usual place of residence of the recipient;
Unquote

5.5

In this regard, the following transactions need to be analysed:
Transaction
Export Prepaid
(Export PP)

February 2017

Movement of parcel

Payment of consideration

Remarks

Shipment moves from a location in
India to a location outside India

The Indian Customer in India who
is liable to pay for the courier
service

The main courier service is performed by the
EDS provider in India and a part of the service is
sub-contracted to the foreign network entity as
a co-loader activity.
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Transaction
Import Cash
Collect (Import
CC)

Movement of parcel
Shipment moves from a location
outside India to a location in India

Payment of consideration

Remarks

The Indian Customer in India who
is liable to pay for the courier
service

The main courier service is performed by the
EDS provider in India and a part of the service is
sub-contracted to the foreign network entity as
a co-loader activity.

5.6

In the aforesaid transactions, the location of the recipient of service should be considered as the person who pays for the courier services being
the Indian consignee/ Indian consignor in India irrespective of the contractual recipient.

5.7

Therefore, the place of supply should be determined as per Rule 12(8) of the Place of Supply provisions. It is to be noted that the said
arrangement will not impact the taxability of the transaction and is required to be done to enable the courier companies to comply with the GST
provisions.

5.8

Further, in relation to B2B transactions, it is imperative that the location of service recipient is defined/ determined in a manner such that the
business is able to take full credit of the GST charged and there are no leakages/ blockages of credits for business and the law is clear on
determining the location of service provider/service receiver to avoid any uncertainty and litigation.

5.9

With this single key objective in mind, we propose that the location of the service receiver for courier services should be the billing address or
contractual address of the service receiver as existing in the records of the service provider on the date of billing.
Recommendation

5.10

The person who pays for the consideration shall be considered as the recipient of service irrespective of the contractual arrangement to enable
the courier companies to comply with the GST provisions.

5.11

Further, the location of the service recipient shall be the billing or contractual address as existing in the records of the service provider on the date
of billings.

6.

Value Added Services
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6.1

Apart from the main courier services, an EDS provider is also involved in the provision of Value Added Services (‘VAS’) like Duty handling,
Packaging, Cash on Delivery, Insurance, warehousing, etc

6.2

Under the GST regime, it is important to understand whether the said services have to be treated independently or as a composite part of the
main services ie the courier service itself. As per section 2(30) of the CGST Bill, a composite supply may be defined as follows:
Quote
(30) “composite supply” means a supply made by a taxable person to a recipient comprising two or more supplies of goods or services, or any
combination thereof, which are naturally bundled and supplied in conjunction with each other in the ordinary course of business, one of which is a
principal supply;
Illustration: Where goods are packed and transported with insurance, the supply of goods, packing materials, transport and insurance is a
composite supply and supply of goods is the principal supply.
Unquote

6.3

The existing service tax law, does not give any reference to the term ‘composite supply’. However, reference can be made to principles of
interpretation for a bundled supply, as provided below:
Quote
66F Principles of interpretation of specified descriptions of services or bundled services.
(1) Unless otherwise specified, reference to a service (herein referred to as main service) shall not include reference to a service which is used for
providing main service.
(2) Where a service is capable of differential treatment for any purpose based on its description, the most specific description shall be preferred
over a more general description
(3) Subject to the provisions of sub-section (2), the taxability of a bundled service shall be determined in the following manner, namely:––
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(a) if various elements of such service are naturally bundled in the ordinary course of business, it shall be treated as provision of the single service
which gives such bundle its essential character;
(b) if various elements of such service are not naturally bundled in the ordinary course of business, it shall be treated as provision of the single
service which results in highest liability of service tax.
Explanation: For the purposes of sub-section (3), the expression "bundled service" means a bundle of provision of various services wherein an
element of provision of one service is combined with an element or elements of provision of any other service or services.
Unquote
6.4

Further, it has been clarified in the education guide released on 20 June 2012 that ancillary freight services are bundled with the main freight
transportation services
Quote
5.9.6 …
When the freight forwarder acts on his own account (say, for an export shipment)
A freight forwarder provides domestic transportation within taxable territory (say, from the exporter‘s factory located in Pune to Mumbai port) as
well as international freight service (say, from Mumbai port to the international destination), under a single contract, on his own account (i.e. he
buys-in and sells fright transport as a principal), and charges a consolidated amount to the exporter. This is a service of transportation of goods for
which the place of supply is the destination of goods. Since the destination of goods is outside taxable territory, this service will not attract service
tax. Here, it is presumed that ancillary freight services (i.e. services ancillary to transportation- loading, unloading, handling etc) are ―bundled
with the principal service owing to a single contract or a single price (consideration).
Unquote

6.5

Given the above explanation, we have tabulated the applicability of the GST provisions of ‘composite supply’ that will be applicable to VAS and our
recommendations in this regard.

►

Ancillary services in the nature handling, packaging, cash on delivery, etc
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Value Added Service

Value Added services in
the nature of
Packaging, Cash on
Delivery and
Insurance provided as a
part of the main courier
service

Status of
recipient
Registered
Person

Unregistered
Person

Place of Supply as per
section 12(8)

Location of Supplier
Pick-up location in case of Export transactions and Delivery location in case of Import
Prepaid transactions
In case there is no establishment of the courier company in the state of delivery/ pick
up, then the location of the establishment most directly connected with the delivery/
pick-up of the product
Pick-up location in case of Export transactions and Delivery location in case of Import
Prepaid transactions
In case there is no establishment of the courier company in the state of delivery/ pick
up, then the location of the establishment most directly connected with the delivery/
pick-up of the product

Location of the
Registered Person

Location of Pick-up

Recommendation
►
Clarification is required to state that valued added services must be treated as a composite supply to the main courier service and the place
of supply as applicable to courier services must apply to VAS because the VAS is provided under a single contract/ price.
►

Warehousing services as a separate distinct service not integrally connected with the courier service
Value Added Service

Status of
recipient

Location of Supplier

Place of Supply as per Section 12(2) of the place of supply

Warehousing/ storage
services
(Not amounting to
Renting of
Warehousing space)

Registered
Person

The warehousing location of the EDS provider will be
considered as the location of supplier

Location of the Registered Person

Unregistered
Person

The warehousing location of the EDS provider will be
considered as the location of supplier

Where the address on record of the recipient is available,
then such address or the location of the supplier

Warehousing services
amounting to renting
of space

Registered/
unregistered
Person

The warehousing location of the EDS provider will be
considered as the location of supplier

The location of the immovable property
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Recommendation
►
Clarification is required in relation to the following:
a. When warehousing services are provided as a standalone activity independent of the courier activity, then it shall not be considered to be
a composite supply. Therefore, when there is a contract for provision of courier as well as warehousing services, then it should be
considered separately and separate place of supply for each activity must be applied. However, when warehousing services is provided as
a part of the main door-to-door courier service, then it will qualify as a composite supply for which the place of supply will be the same as
courier service.
b. When warehousing service is considered as a separate service, then the place of supply of warehousing service will be as defined under
the general rule ie section 12(2) or section 13(2) of the place of supply. It has to be clarified that the place of supply shall be the location of
the registered service recipient or the location of the supplier (in case of unregistered person), as the supply relates to providing
warehousing services and not renting of space, therefore the location of the immovable property as per section 12(3) is irrelevant for such
services.
c. The place of supply for renting of earmarked space shall be the location of the immovable property as per section 12(3) of the IGST Bill,
2017.
►

Custom clearing services
Value Added Service

Customs clearance
activity

Status of recipient

Location of Supplier

Place of Supply

Indian Registered
Person

The port of the customs clearance

Location of the Registered Person

Indian Unregistered
person

The port of the customs clearance

Where the address on record of the recipient is available,
then such address or the location of the supplier

Overseas customer/
Network Entity

The port of the customs clearance

Place outside India

Recommendation
►
Clarification is required in relation to the following:
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a.
b.

c.

Whether Customs clearance services may be treated as a composite supply with the main courier activity and therefore, the place of
supply applicable to courier must also apply to customs clearance
Where customs clearance is an independent activity, supply of which is not necessarily dependent on the provision of the courier
service, the relevant place of supply that would be applicable. EICI recommends that where there are separate contracts for provision of
courier as well as customs clearance, then it should be considered separately and Section 12(2) or Section 13(2) of place of supply should
be applicable.
When custom clearance services are provided to the network entity, the activity should be classified as export, as the services are
provided to the network entity outside India.

7.

Non – taxability of self-supplies

7.1

Courier service is a seamless activity which is performed across various states. Further, in a typical door-to-door activity, the goods may be moved
from one warehouse of the company to another warehouse for various purposes. If every such movement is considered to be a separate supply to
self, then it is practically impossible for the courier company to comply and record such movements.

7.2

Further, it is to be noted that as separate Input service Distributor provisions have been incorporated, there is absolutely no requirement for
taxing self-supplies as it would amount to a wash transaction. Unlike in case of transfer pricing and customs where two different taxing
jurisdictions are involved and there could be a possibility of tax shift, under GST, the shift could be only between the States without depriving the
Government of its revenue on an overall basis. Imposing this rigour of taxing self-supplies to GST is unnecessary complication as the tax charged is
likely to be a wash transaction. In view of this, taxing of self-supplies have not been incorporated today under State VAT transactions as also
International VAT jurisdictions.

7.3

Therefore, it is recommended that the CGST Bill must be suitably amended to clarify that services provided by one unit of a service provider to
another unit, without consideration should not be covered in the definition of supply.
►

Insert clause (102A) in Section 2 of model CGST Bill
“(102A) “self-supply” shall mean supply of services between two taxable persons having the same PAN issued under the Income-tax Act,
1961”
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►

Insert sub-section (4) in Section 7 of CGST Bill
“(4) Notwithstanding anything contained in this section, supply does not include self-supply.”

►

Amendment in sub-section (2) of Section 17 of the CGST Bill
Where the goods and / or services are used by the registered taxable person partly for effecting taxable supplies including zero-rated
supplies and self-supplies under this Act or under the IGST Act and partly for effecting exempt supplies under the said Acts, the amount of
credit shall be restricted to so much of the input tax as is attributable to the said taxable supplies including zero-rated supplies and selfsupplies.
[Amendment has been underlined and highlighted in red.]

8.

Other key considerations

8.1

Reimbursement of duties levied should not be included in the value of service

8.1.1

In a typical courier transaction, the EDS provider is involved in all the activities from the pick-up of goods to the delivery of goods. In such
transactions, the courier company may be liable to pay statutory levies for movement of such goods. Such levies are reimbursed from the
customer on actuals and therefore should not form part of value of supply.

8.1.2

As per section 15(2) of the CGST Bill, the value of supply includes:
Quote
(2) The value of supply shall include:
(a) any taxes, duties, cesses, fees and charges levied under any law, for the time being in force other than this Act, the State Goods and Services
Tax Act, the Union Territory Goods and Services Tax act and the Goods and Services Tax (Compensation to States) Act, if charged separately by the
supplier to the recipient;
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Unquote
8.1.3

As per the aforesaid provisions, the value of supply shall include any taxes, duties, cesses, fee or charges levied under any other statute, if the
same is charged separately by the supplier to the recipient.

8.1.4

It is to be noted that, pure reimbursements of taxes paid by the supplier are recovered from the recipient without any mark-up as they are
statutory in nature. As these reimbursements are to the extent of the actual taxes paid, they should not be included in the value of supply to avoid
double taxation on the pure reimbursement of the tax amount from the recipient.

8.2

Mechanism for import duties paid at a consolidated level for all customers

8.2.1

In case of inbound transactions, import duties are paid by the courier company at the customs clearance station for all the import transactions at
a consolidated level ie a single Bill of Entry is generated for all transactions.

8.2.2

An issue could arise in this situation, where such import duties are paid on behalf of a registered person who is eligible to take Credit. Due to
absence of any valid documents such registered person would not be able to take the GST credit (for an unregistered person it would not make
any difference). Therefore, the following options may be evaluated:
Option 1 – The Bill of Entry format must be amended to allow the inclusion of the GSTIN number of the registered person
Option 2 – The courier companies must be allowed to distribute the credit on the basis of the Bill of Entry to such registered person, without any
additional compliance or courier companies should be allowed to issue documents for a customer to be eligible to claim credits on the basis of
such document and Bill of Entry

8.3

Clarification required for Debit Note/ Credit Note/ Cancellation/ Replacement of invoice issued after introduction of GST for services provided
before GST

8.3.1

The Central Government and State Governments on recommendation of GST Council shall prescribe the manner in which the Debit Note/ Credit
Note/ Cancellation/ Replacement of invoice by a centrally registered service provider providing services in more than one state under the previous
law, be issued after the introduction of GST to various customers having centralized registration or state-wise registration in the previous law.”
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8.4

Clarification that shipment originating and delivered both outside India should be out of Indian GST.

8.4.1

EICI recommends that a clarification is provided to state that shipment originating and delivered outside India shall be kept out of the ambit of
Indian GST irrespective of payer for such services being located in India.

8.5

Removal of sub-clause (d) of Rule 5 of the Draft Invoice Rules which requires the name, address, GSTIN of the supplier etc in case of Input Service
Distributor

8.5.1

Rule 5 of the Draft GST invoice Rules, states that
Quote
5. Tax Invoice in special cases
(1) A tax invoice issued by an Input Service Distributor shall contain the following details:(a) …name, address and GSTIN of the Input Service Distributor;
(d) name, address and GSTIN of the supplier of services, the credit in respect of which is being distributed and the serial number and date of invoice
issued by such supplier;
…
Unquote

8.5.2

The need for disclosing the name, address and GSTIN of the supplier of services, the credit in respect of which is being distributed would lead to
unnecessary compliance and book-keeping.

8.5.3

It is to be noted that the credit availed by the courier company would anyway be reflected in GSTR – 2A and the need to again provide the name,
address and GSTIN of the supplier would lead to duplication of work, as the name and GSTIN would already be fed in the system when the credit is
taken in the first place. There is no need to disclose such details on distribution of credit by the courier company.

8.5.4

Accordingly, it is recommended that sub-clause 5(1)(d) is delated from the Draft GST invoice rules.
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8.6

Removal of taxability on import of free of cost services supplied by related parties

8.6.1

In terms of Schedule 1 to the CGST Bill, supply of goods or services for certain supplies even made without consideration is to be considered as a
supply. Entry 2 to the said Schedule states that any supply made between related persons in the course of furtherance of business would be
considered as a supply. It should be noted that due to transfer pricing regulations (domestic as well as international) majority of services supplied
are already marked up at arm’s length based on the relevant provisions. Therefore, there is no need for separate valuation rules for taxing such
related party transactions. In any case, in any import/ export scenario, the discharge of GST liability pertaining to the express delivery services
provided to the related party (and the network fee earned on the same) would be discharged at the gateway location of the goods in proportion
to the shipment value. Therefore, the GST liability and the type of tax would be triggered at the gateway location itself.

8.6.2

Further, in case of Network (unbilled) shipments (ie courier transaction where the service providers do no receive any amount from the retail
clients but from the network entity), it is extremely important that clarity is provided on the valuation Rules. Further, once the valuation principles
are ascertained, then the location of the supplier of service and the place of supply will be determined as per the principles explained in Para 4.4
above.

8.6.3

Additionally, it is to be noted that certain supplies are made by related parties in the course of business for which no value can be assigned. Eg
certain event organised by the group company would involve marketing for the products as well. In such cases, no value can be specifically
assigned to such free services and valuation for the same would be a challenge.

8.7

Input Service distributor

8.7.1

The concept of ISD has been introduced for the purpose of distribution of credit where the recipient of credit is located in different states.

8.7.2

In this regard, it is pertinent to note that proposal for distribution of credit has been made only for ‘input services’, and not ‘inputs’ and ‘capital
goods’. This may lead to a situation wherein credit may accumulate at one location especially in case wherein location of payment of GST is
distinct from location where goods are received. If such credit relating to goods is not allowed to be distributed then it may lead to substantial
credit blockages.
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8.7.3

Therefore, it is recommended that the definition of ISD be modified to substitute the words “input services” with “Input Tax Credit” in order to
also provide for distribution of credit of inputs and capital goods in same manner as distribution of input services.

8.7.4

Further, in case of a courier company, majority of the expenses incurred are in the nature of common expenses and therefore, are attributable to
all establishments of the courier company and would require apportionment too the relevant establishments. The existent procedure for
distribution of credit as per Section 20 of the CGST Bill is fairly restrictive in nature and is likely to create significant amount of uncertainty for
computing the basis of apportionment of common credits.

8.7.5

It is therefore imperative that a simple procedure/ rule must be laid down for apportionment of credits to eliminate any ambiguity and avoid
litigation. Further, such prescribed manner of distribution of credit should be accepted by the jurisdictional authorities and it should not be
incumbent upon the courier company to prove the same.
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