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Non-Payment of RCM Private Limited (hereinafter referred as Company) was Audited by the SGST Authorities U/s 65 for the FY 2022-23. Following is the Audit Observations made by the GST Officer and issued a proposed demand of Rs.32.50 Lacs in response to the said Audit Observation the company accountant has prepared a detailed working and sent for preparation of necessary written submissions against the proposed demand, to be made before the GST Officer. 

On perusal of the Profit & Loss Account of FY 2022-23 the GST Officer has pointed out that on the following expenses the company is liable to pay GST under RCM and raised a proposed demand, which includes.
a) Transportation Charges – Rs.3,50,00,000/-
b) Security Charges – Rs.15,00,000/-
c) Rent – Rs. 23,50,000/-
d) Brand Promotion Expenses – Rs.7,80,000/-
e) Rates & Taxes – Rs.3,45,000/-
f) Royalty & License Fees – Rs.10,85,000/-
g) Professional Fees – Rs.6,00,000/-
h) Renting & Hiring of Motor Vehicle – Rs.16,50,000/-

Workings & Information prepared by the Accountant of the Company: -

a) Detailed Note on Transportation Charges - The accountant of the company has provided the breakup for the above expenses which includes. 
i. Freight Charges which are charged in Purchase Invoice amounting to Rs.1,50,00,000/-
ii. Freight Charges on which Taxes paid under FCM by the Supplier of GTA Service amounting to Rs.1,00,00,000/-
iii. Freight Charges paid to Supplier of Transportation of Goods who has not issued Consignment Note – Rs.40,00,000/-
iv. Freight Charges paid to Supplier which are less than Rs.1,500/- amounting to Rs.25,00,000/-
v. Balance Amount on which Suppliers has not charged GST. 



b) Detailed Note on Security Charges - The accountant of the company has provided the breakup for the above expenses which includes. 

i. Security Charges paid to Sakthiman Securities Private Limited at Location A amounts to Rs.9,00,000/-
ii. Security Charges paid to i Protect Security & Co. a Patnership Firm at Location B amounts to Rs.3,00,000/-, of which for Rs.1,00,000/- Charges for Q1 of FY 2022-23 the firm has charged GST under FCM and the company has also paid to the vendor and taken ITC.
iii. Security Charges paid to Secure Tight & Co. LLP an LLP at Location C amounts to Rs.3,00,000/-. Further, on verification it was informed they have not crossed the threshold for GST Registration.

c) Detailed Note on Rent - The accountant of the company has provided the breakup for the above expenses which includes.

i. Rent for the FY paid for Commercial Properties on which suppliers Charged under FCM amounting to Rs.15,00,000/-
ii. Rent for the FY paid for Commercial Properties on which suppliers has not charged GST amounting to Rs.3,00,000/-
iii. Rent for the FY paid for Residential Properties being used as Branch Office on which suppliers has not charged GST amounting to Rs.2,00,000/-
iv. Rent for the FY paid for Residential Properties on which GM Operation stays with his family and the suppliers has not charged GST amounting to Rs.3,50,000/-

d) Note on Brand Promotion Expenses - The accountant of the company has provided the breakup for the above expenses which includes a Sponsorship of Rs.3,00,000/- made to a Local Business Event in the name of the company.
 
e) Note on Rate & Taxes - The accountant of the company has provided the breakup for the above expenses which includes Payment of Factory License Fee as per Factories Act – Rs.75,000/- and Rs.1,25,000/- paid towards Pollution Control Board in the name of the company.

f) Note on Royalty & License Charges - The accountant of the company has informed the above expenses includes Payment of Royalty in connection with Quarry License Payment amounting to Rs.7,50,000/-.
   
g) Note on Professional Fees - The accountant of the company has informed the above expenses includes Payment to Advocate amounting to Rs.2,50,000/- and Out of Pocket Expenses in connection with Travel & Stay amounting to Rs.25,000/- was paid by the company.

h)  Note on Renting & Hiring of Motor Vehicle - The accountant of the company has informed the above expense includes Renting of Motor Vehicle without fuel from an Origination on Lease amounting to Rs.12,00,000/- and Payment of Vehicle Rent Charges including Fuel cost to an Individual by the company amounting to Rs.4,50,000/-


You are requested to share your inputs on the validity of such GST demand.
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Determine Correct POS Group (hereinafter referred as Group of Companies) was Inspected by the DGGI Authorities U/s 67 of the CGST Act. Following are the Observations made by the GST Officer and they are proposing to issue a Show Cause Notice. The group of companies wants to know are the really liable to pay the GST demand about to proposed by the Investigating Authority.
On perusal of the Business Model of the company the Investigating Authority has made following Observation.

a) Commission Received / Supporting Charges / Marketing Charges / Liaison Charges by connecting the Exporter of Goods & Importer of Goods or vice-versa for a person located Outside India by one of the companies called Determine Correct POS for EXIM Private Limited for about Rs.15 Crores, where they have obtained LUT and the received payment in Foreign Currency.

b) Transportation Charges received for Exporting the Goods by Air from India to Other Foreign Countries or vice-versa for a person located Outside India by one of the companies called Determine Correct POS for Transportation Private Limited for about Rs.25 Crores, where they have obtained LUT and the received payment in Foreign Currency.

c) Transportation Charges received for Exporting the Goods by Sea from India to Other Foreign Countries or vice-versa for a person located Outside India by one of the companies called Determine Correct POS for Transportation Private Limited for about Rs.35 Crores, where they have obtained LUT and the received payment in Foreign Currency.

d) Technical Testing & Certification Services provided by Determine Correct POS for Technical Testing Private Limited on Goods received from Other Foreign Countries or vice-versa for a person located Outside India for about Rs.5 Crores, of which about Rs.1.5 Crores received from Pharma Company, where they have obtained LUT and the received payment in Foreign Currency.

You are requested to share your inputs in connection with determination of correct PoS and to confirm the validity of proposed demand.
 Case Study No. 03

Determine Correct VOS Private Limited (hereinafter referred as Company) was Inspected by the Enforcement Authorities U/s 67 of the CGST Act. Following are the Observations made by the GST Officer and they are proposing to issue a Show Cause Notice on the following grounds. The company wants to know are they liable to pay the GST on the proposed demand about to proposed by the Investigating Authority.

A) Reimbursement of Expenses: As per the contract of service engagement signed with the Service Recipient by the company for Rs.150 Lacs, they must supply all the goods and services. However, it was decided in a recent meeting mutually between them, the Service Recipient will source the goods and give them to the company and reduce the same form money payable to the company. The value of such goods sourced is Rs.35 Lacs, the company wants to know are they liable to pay GST on this value.
 
B) Value of Supply for Stock Transfer or Cross Charge: As per the business model of the company few services are performed in common to all branches from head office. Also, as the production process is centralized, major raw material is also supplied from the factory located in Tamil Nadu. The company wants to know what its transfer price should be. Currently, the company practice and understands that any price that is charged in the transfer invoice will be accepted as transaction value, the investigating authority denies the said submission and proposes to levy taxes based on FMV.    

C)  Quantity Discount – As per the scheme floated by the company, if 10 units of Product A is sourced for Rs.25,000/- by a dealer of goods, they are entitled for 3 units as quantity discount and in the tax invoice 13 units will be supplied, the GST Officer denies the said quantity discount and demands GST on 3 units as free issue as per Schedule 1 of the CGST Act. 
 
You are requested to share your inputs in connection with determination of correct PoS and to confirm the validity of proposed demand.

CA Ganesh Prabhu Balakumar | + 91 98404 71139
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