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Circular No. 07/2024- GST of State Tax
(Ref. Circular No. 213/07/2024 GST of Central Tax)

Sub:- .Clariﬁcation on the taxability of ESOP/ESPP/RSU provided by a company to
its employces through its overseas holding company-reg.

' Central Board of Indirect Taxes and Customs (CBIC) has issued the above referred
c1r‘cular. For the_ uniformity, it has been decided that the said circular issued by the CBIC is
being made applicable, mutatis mutandis, in implementation of the DGST Act. 2017 Copy
of the referred CBIC circular is attached herewith. | ' )

. This Circular is clarificatory in nature. Difficulty if any, in the implementation of this
Circular may be brought to the notice of the office of the Commissioner of State Tax. Delhi.

Ao

'COMMISSIONER (STATE TAX)

No. F.3(555)/GST/Policy/2024/ [ £ T3 ~4R_ Dated: o / qp /2024

Copy to:-
1. All Spl./Addl./Joint Commissioners, Department of Trade & Taxes, GNCT of Delhi.

Vyapar Bhawan, I.P. Estate, New Delhi-02.
Special Commissioner,(PR), Department of Trade & Taxes, GNCT of Delhi. Vyapar

Bhawan, I.P. Estate, New Delhi-02 for publicity of the contents of this circular.

Joint Director, IT for uploading the circular on website of the Department.
The President/General Secretary, Sales Tax Bar Association (Regd.), Vyapar

Bhawan, I.P. Estate, New Delhi-02
All Assistant Commissioner/AVATOs Department of Trade & Taxes, GNCT of
Delhi, Vyapar Bhawan, I.P. Estate, New Delhi-02 through Zonal Commissioners.

PS to the Commissioner, Department of Trade & Taxes, GNCT of Delhi, Vyapar
Bhawan [.P. Estate, New Delhi-02,

7. Guard File. @

: (RITA KAUSHIK)
ASSISTANT COMMISSIONER (POLICY)

@ Scanned with OKEN Scanner



CircularNo.213/07/2024-GST

F. No. CBIC-20001/4/2024-GST
Government of India
Ministry of Finance
(Department of Revenue)
Central Board of Indirect Taxes and Customs
GST Policy Wing

o e s e e

North Delhi, New Delhi
Dated the 26™ June 2024

To,
The Principal Chief Commissioners/ Chief Commissioners/ Principal Commissioners/
Commuissioners of Central Tax (All)
The Principal Directors General/ Directors General (All)

Madam/Sir,

Subject: Clarification on the taxabilify of ESOP/ESPP/RSU provided by a
company to its employees through its overseas holding company - reg.

Representations have been received from the trade and field formations seeking
clarification regarding the taxability of Employee Stock Option (ESOP)/Employee Stock
Purchase Plan (ESPP)/ Restricted Stock Unit (RSU) pfovided by a company to its

employees.

2.1 It has been represented that some of the Indian companies provide the option to their
employees for allotment of securities/shares of their foreign holding company as part of the
compensation package as per terms of contract of employment. In such cases, on exercising
the option by the employees of Indian subsidiary company, the securities/shares of foreign
holding company are allotted directly by the holding company to the concerned employees

of Indian subsidiary company, and the cost of such securities/shares is generally reimbursed

by the subsidiary company to the holding company,

2.2 Doubts are being raised regarding taxability of such a transaction under GST, i.c.
whether such transfer of shares/ securities by the foreign holding company directly to the
employees of the Indian subsidiary company and subsequent re-imbursement of the cost of

such shares/ securities by the Indian subsidiary company to the foreign holding company can
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CircularNo.213/()7/2024 J

be considered as import of financial services by the Indian subsidiary company from th,

e i liable .
forcign holding company and whether the same can be considered as liable to GgT in th

hands of Indian subsidiary company on reverse charge basis.

;3 In order to clarify the issue and to ensure uniformity in the implementation of the
provisions of law across the ficld formations, the Board, in exercise of its powers conferreq
by section 168 (1) of the Central Goods and Services Tax Act, 2017 (hereinafter referred to

as “CGST Act”), hereby clarifies the issues as under.

Paize D Ac .
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CircularNo.213/07/2024-GS8T
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(Regulation) Act. 1956. Accordingly, purchase or sale of securities/shares, in itself. is neither

a supply ol goods nor a supply of services. Thercfore, in the absence of such transaction

falling under the supply of ‘goods’ or ‘services’ as per GST Act, GST is not leviable on said

transaction of sale/purchase/transfer of securities/shares.

43 Further. the companies offer ESOP/ESPP/RSU to their employees to motivate them

to perform better, and to retain the employees, by aligning the interest of employees with that

of company. The ESOP/ESPP/RSU is a part of remuneration of the employee by the

employer as per terms of employment. As per Entry 1 of Schedule III of the CGST Act. the

yer in the course of or in relation to his employment are

services by an employee to the emplo
es. Therefore, GST is not leviable on

ireated neither as supply of goods nor as supply of servic

the compensation paid to the employee by the employer as per the te
1e foreign holding company to the

nsfer of securities/shares of tl

rms of employment

contract which involve tra

employees of domestic subsidiary company.

4.4  The foreign holding company directly transfers the shares/securities t0 the employees
1 the request of the
y done by domestic subsidiary company

arket value of securities

of the domestic subsidiary company © said domestic subsidiary company.
Reimbursement of such securities/ shares is generall
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to foreign holding company on cost-to
gsion.Since the said reimbursement

without any element of additional fee, markup or commi
foreign holding company

by the domestic subsidiary company (0 the
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CircularNo.213/07/2024-GST
as impott of services by the domestic subsidiary company from the foreign holding company

and hence, is not liable to GST under CGST Act.

4.5 However, if the foreign holding company charges any additional fee, markup, or
commission from the domestic subsidiary company for issuing ESOP/ESPP/RSU to the
employees of the domestic subsidiary company, then the same shall be considered to be in
nature of consideration for the supply of scrvices of facilitating/ arranging the transaction in
securities/ shares by the foreign holding company to the domestic subsidiary company. In
this case, GST will be leviable on such amount of the additional fee, markup, or
commission, charged by the foreign holding company from the domestic subsidiary for
issuance of its securities/shares to the employees of the latter. The GST shall be payable by

the domestic holding company on reverse charge basis on such import of services from the

foreign holding company.

46  Accordingly, it is clarified that no supply of service appears to be taking place
between the foreign holding company and the domestic subsidiary company where the
foreign holding company issues ESOP/ESPP/RSU to the employees of domestic subsidiary
company, and the domestic subsidiary company reimburses the cost of such securities/shares
to the foreign holding company on cost-to-cost basis. However, in cases where an additional
amount over and above the cost of securities/shares is charged b

y the foreign holding

company from the domestic subsidiary company, by whatever name called, GST would be

leviable on such additional amount charged as consideration for the supply of services of
facilitating/ arranging the transaction in securities/ shares by the foreign holding company to
the domestic subsidiary company. The GST shall be payable by the domestic subsidiary

company on reverse charge basis in such a case on the said import of services.

It is requested that suitable trade notices may be issued to publicize the contents of this
Circular.,

Difficulty, if any, in implementation of this Circular may please be brought to the notice of

the Board. Hindi version would follow,

(Sanjay Mangal)
PrincipalCommissioner(GST)
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