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of law across the field formations, the Board, in exercise of its powers conferred by section 168 
(1) of the CGST Act, hereby clarifies the issue as under: 

s. 
No. 
1. 

Is 

s 

Clarification 

Whether e-invoicing is Government Departments or establishments/ 
applicable for supplies made by Government agencies/ local authorities/ PSUs, 

which are required to deduct tax at source as per 
provisions of section 51 of the CGST fSGST Act. are 
liable for compulsory registration in accordance with 
section 24(vi) of the CGST Act Therefore, Government 
Departments or establishments/ Government 
agencies/ local authorities/ PSUs, registered solely 
for the purpose of deduction of tax at source as per 
provisions of section 51 of the CGST Act, are to be 
treated as registered persons under the GST law as 
per provisions of clause (94) of section 2 of CGST Act 
Accordingly, the registered person, whose turnover 
exceeds the prescribed threshold for generation of e­
invoicing, is required to issue e-invoices for the 
supplies made to such Government Departments or 
establishments/ Government agencies/ local 

a registered person, whose 
turnover exceeds the 
prescribed threshold fo r 
generation of e- invoicing, to 
Government Departments or 

establishments/ Government 

agencies/ local authorities/ 
PSUs which are registered 
solely for the purpose of 
deduction of tax at source as 
per provisions of section 51 of 
the CGST Act? 

authorities/ PSUs, etc under rule 48( 4) of CGST Rules. 

**** 

Clarification ree;ardipe; taxability of services proyided by an office of 
ilJl ore;apisatjop in ope State to the office of that ore;apjsatjop jp apotber 

State. both heine djstipct persons. 
Circular No. 199/11/2023-GST 

Dated the 17th July, 2023 

Various representations have been received seeking clarification on the taxability of activities 
performed by an office of an organisation in one State to the office of that organisation in another 
State, which are regarded as distinct persons under section 25 of Central Goods and Services Tax 
Act, 2017 (hereinafter referred to as 'the CGST Act'). The issues raised in the said 
representations have been examined and to ensure uniformity in the implementation of the law 
across the field formations, the Board, in exercise of its powers conferred under section 168(1) 
of the CGST Act hereby clarifies the issue in succeeding paras. 

2. Let us consider a business entity which has Head Office (HO) located in State-1 and a branch 
offices (80s) located in other States. The HO procures some input services e.g. security service 
for the entire organisation from a security agency (third party). HO also provides some other 
services on their own to branch offices (internally generated services). 
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3. The issues that may arise with regard to taxability of supply of services between distinct 
persons in terms of sub-section (4) of section 25 of the CGST Act are being clarified in the 
Table below: -

S. No 
1 

Issues 
Whether HO can avail the input 
tax credit (hereinafter referred 
to as 'lTC') in respect of 
common input services 
procured from a third party but 

attributable to both HO and 80s 
or exclusively to one or more 
80s, issue tax invoices under 
section 31 to the said 80s for the 
said input services and the 80s 
can then avail the lTC for the 
same or whether is it mandatory 
for the HO to follow the Input 
Service Distributor (hereinafter 
referred to as 'lSD') mechanism 
for distribution of lTC in respect 
of common input services 
procured by them from a third 
party but attributable to both HO 
and 80s or exclusively to one or 
more 8os 

Clarifica tion 
It is clarified that in respect of common input 
services procured by the HO from a third party 
but attributable to both HO and 80s or 
exclusively to one or more 80s, HO has an 
option to distribute lTC in respect of such 
common input services by following ISO 
mechanism laid down in Section 20 ofCGST Act 
read with rule 39 of the Central Goods and 
Services Tax Rules, 2017 (hereinafter referred 
to as 'the CGST Rules'). However, as per the 
present provisions of the CGST Act and CGST 
Rules, it is not mandatory for the HO to 
distribute such input tax credit by lSD 
mechanism. HO can also issue tax invoices 
under section 31 of CGST Act to the concerned 
80s in respect of common input services 
procured from a third party by HO but 
attributable to the said 80s and the 80s can 
then avail lTC on the same subject to the 
provisions of section 16 and 17 of CGST Act 

In case, the HO distributes or wishes to 
distribute lTC to 80s in respect of such 
common input services through the lSD 
mechanism as per the provisions of section 
20 of CGST Act read with rule 39 of the CGST 
Rules, HO is required to get itself registered 
mandatorily as an ISO in accordance with 

Section 24( viii) of the CGST Act 

Further, such distribution of the lTC in respect 
a common input services procured from a third 
party can be made by the HO to a 80 through 
ISO mechanism only if the said input services 
are attributable to the said 80 or have actually 
been provided to the said 80. Similarly, the 
HO can issue tax invoices under section 31 of 
CGST Act to the concerned 80s, in respect of 
any input services, procured by HO from a 
third party for on or behalf of a 80, only if the 
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said services have actually been provided to 
the concerned 80s. 

2 In respect of internally The value of supply of services made by a 

3 

generated services, there may 
be cases where HO is providing 
certain services to the 80s for 
which full input tax credit is 
available to the concerned 
BOs. However, HO may not be 
issuing tax invoice to the 
concerned 80s with respect to 
such services, or the HO may 
not be including the cost of a 
particular component such as 
salary cost of employees 
involved in providing said 
services while issuing tax 
invoice to 80s for the services 
provided by HO to 8 0 s. Whether 
the HO is mandatorily required 
to issue invoice to 80s under 
section 
31 of CGST Act for such 
internally generated services, 
and/ or whether the cost of all 
components including salary 
cost of HO employees involved 
in providing the said services 
has to be included in the 
computation of value of services 
provided by HO to 80s when 
full input tax credit is 
available to the concerned 
BOs. 

In respect of internally 
generated services provided by 
the HO to 80s, in cases where 
full input tax credit is not 
available to the concerned 
BOs, whether the cost of salary 

registered person to a distinct person needs to 
be determined as per rule 28 of CGST Rules, 
read with sub-section ( 4) of section 15 of CGST 
Act As per clause (a) of rule 28, the value of 
supply of goods or services or both between 
distinct persons shall be the open market value 
of such supply. The second proviso to rule 28 
of CGST Rules provides that where the 
recipient is eligible for full input tax credit, the 
value declared in the invoice shall be deemed 
to be the open market value of the goods or 
services. Accordingly, in respect of supply of 
services by HO to 80s, the value of the said 
supply of services declared in the invoice by HO 
shall be deemed to be open market value of such 
services, if the r ecipient BO is eligible for 
full input tax credit. 

Accordingly, in cases where full input tax 

credit is available to a 80, the value declared 
on the invoice by HO to the said 80 in respect of 
a supply of services shall be deemed to be the 
open market value of such services, 
irrespective of the fact whether cost of any 
particular component of such services, like 
employee cost etc., has been included or not in 
the value of the services in the invoice. 

Further, in such cases where full input tax 

cr edit is available to the recipient, ifHO has 
not issued a tax invoice to the 80 in respect of 
any particular services being rendered by HO 
to the said 80, the value of such services may be 
deemed to be declared as Nil by HO to 80, and 
may be deemed as open market value in terms 
of second proviso to rule 28 of CGST Rules. 

In respect of internally generated services 
provided by the HO to 80s, the cost of salary of 
employees of the HO, involved in providing the 
said services to the 80s, is not mandatorily 
required to be included while computing the 
taxable value of the supply of such services, 
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of employees 
involved in 

of the 
providing 

HO 
said 

even in cases where full input tax credit is 
not available to the concerned BO. 

2. services to the 80s, is 
mandatorily required to be 
included while computing the 
taxable value of the said supply 
of services provided by HO to 

80s 

**** 
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Clarification reeardin& GST rates and classification of certain eoods based on the 
recommendations of the GST Council in its 50th meetin& held on 11th July. 2023 

Circular No. 200/12/2023-GST 

Dated the 1st August, 2023 

Based on the recommendations of the GST Council in its 50th meeting held on 11th July, 2023, 
clarifications with reference to GST levy related to the following items are being issued through 
this circular: 

i. Un-fried or un-cooked snack pellets, by whatever name called, manufactured through 
process of extrusion; 

ii. Fish Soluble Paste; 
iii. Desiccated coconut; 
iv. Biomass briquettes; 
v. Imitation zari thread or yarn known by any name in trade parlance; 
vi. Supply of raw cotton by agriculturist to cooperatives; 
vii. Plates, cups made from areca leaves 
viii. Goods falling under HSN heading 9021 

2. Applicability of GST on un-tried or un-cooked snack pellets. by whatever name 
called. manufactured throueh process of extrusion: 
2.1 In the 48th meeting of the GST Council, it was clarified that the snack pellets (such as 
'fryums'), which are manufactured through the process of extrusion, are appropriately 
classifiable under tariff item 1905 90 30, which covers goods with description 'Extruded or 
expanded products, savoury or salted', and thereby attract GST at the rate of 18% vide S. No. 16 
of Schedule-III of notification no. 1/2017 -Central Tax (Rate), dated the 28th June, 2017. 

2.2 In view of the recommendation of the GST Council in the 50th meeting, supply of un­
cookedfun-fried extruded snack pellets, by whatever name called, falling under CTH 1905 will 
attract GST rate of 5% vide S. No. 998 of Schedule I of notification no. 1/2017 Central Tax (Rate), 
dated the 28th June, 2017 with effect from 27th July,2023. Extruded snack pellets in ready- to­
eat form will continue to attract 18% GST under S. No. 16 of Schedule III of notification no. 
1/2017-Central Tax (Rate), dated the 28th June, 2017. 


