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'l'hc Surat'l'cxtilc Markct ('oopcrativc
Shops & Warchouscs Socicty Ltd,
Surat 'l'cxtilc Markct, Iiing l{oad,
Surat, (iujarat 395 002.
24AAI;n I'5555K17.5

08.05.2023
(bXc)(d)

29.08.2021
Abhishck Soni (CA)

Nanrc and addlcss ol'thc
applicant

(lS'l'lN ol'thc app licant
I)atc of application
Clausc(s) ofSection 97(2) ol
C(is'l'/ (i(iS'l' Act. 2017,
undcr which thc qucstion(s)
laiscd.
[)atc ol'I)crsonal I lcaring
I)rcscnt lirr thc applicant

Ilricf facts:

M/s 'l'he Surat 'l'cxtilc Markct Coopcrativc Shops & Warchouscs

Socicty [.td, Surat -l-cxtilc Markct, Il.ing lload, Surat, Gujarat 395 002 llor
shorl 'applicant'l is coopcrativc society, lorrned for the purposc of

maintenancc & servicc of thc Surat 'l'cxtilc Markct. 'lheir GS'l' rcgistr?tion

number is 24AACCT5 245K1 7.9.

2. 'l'hc applicants prirnarily takcs carc ol'thc day to day maintcnancc

activity of the premiscs such as sccurity, colrllon lightings, cor.nmon loilct,

clcaning, othcr rcpairs, parking and rnaintcnancc c1c. ol thc Surat 'l'cxtilc

Markct. Surat 'l'cxtilc Markct, compriscs ol't.norc than 1000 shops ol'various

sizcs & each shop owner is a shareholdcr of thc applicant.

:1. Surat'l'cxtile Markct is built on 24,435 sq. mtr. ol land, lcascd by

thc Surat Municipal Corporlation llor short 'SMC'1. 'l'hc said lcasc cxpircd

in thc ycar 2018. SMC has now comc up with a lcasc proposal to rcncw it f or

a lurthcr pcriod of 99 ycars. 'l'hc considcration to bc paid Ibr rcncwal ol'thc

Iron i

sr

Icasc is as undcr uL
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'l hc albrcrncnlioncd amounl is to bc paid in 5 instalmcnts, annually.

) Lcasc rcncwal [24,435sq rntl x I{c I x 99 ycarsl
) I)rcrnium <ln lcasc rencwal

124,435 sq rntr x I{s. 52,2501

24,t9,06st-
1,27,67,28,7501-

4. 'l'he applicant, bcing a non-prollr association, with thc primary

activily as listed supra, lacks such hugc Iunds & thcrcforc the payment which

has to bc rnadc will havc to bc rccovered lrom thc owncrs of thc shops in thc

Surat'l'cxtilc Markct, who arc also sharcholdcrs ol'the applicant.

5. In vicw ofthe foregoing, the applicant has sought advance ruling on

thc bclow mcntioned qucstions v2

(i) I)o wc havc 1o pay tax undcr Rcvcrsc Chargc Mcchanism u/s 9(3) or 9(4)
lbr lcasc rcncwal amount payablc to SMC ?

(ii) I)o wc havc to pay tax undcr l{cvcrsc Ohargc Mcchanism u/s 9(3) or 9(4)
Iirr prcmium on lcasc rcr.rcwal amount payablc to SM(l ?

(iii) Will collcction madc l'nrm sharcholdcrs/sht)p owncrs 1br making paymcnt
ol'lcasc and lcasc prcmium amounts bc considcrcd as supply and (jS'l undcr
lirlwarcl charg,c is applicahlc on thc samc'J

(iv) What will bc thc cli'cct ol' circular no. I 0l/20/201 9-GS'l datcd 30.4.2019
on thc transaction? Will it cxcmpt thc applicant liom paymcnt ol'tax untlcr
I{cvcrsc Chargc Mcchanism?

(v) Il answcr 10 qucslion no. (iii) is in allirmativc, then will applicant's
sharcholdcr/shop owncrs lvho arc roimbursing thc lcasc and lcasc prcmium
anrount gc1 l'I'C ofthc (iS'l chargcd by thc applicant'?

6. I'crsonal hcaring was hcld on 29.8.2023 whercin Shri Abhishck

Soni, CA, appcarcd and rcilcratcd thc I'acts as statcd in thc application.

7. At the outset, wc would likc to statc that thc provisions o[ both

thc C(iS'l'Act and the GGS'I'Act arc thc samc cxccpt lor certain provisions.

'l'hcrclbrc, unlcss a mention is spccifically madc to such dissimilar provisions,

a rcl'crcncc to thc CGS'I' Act would also mcan a rcfcrence to thc samc

provisions under thc GGSI' Act.

tt. Wc havc considcrcd thc sr.rbrnissions arrd addiliolral sub

rnaclc by thc Applicant in thcir applicatiorr lirr advancc ruling as
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submissions made during thc course of pcrsonal hearings. We have also

considered thc issuc involvcd, the relevant lacts & thc applicant's

submission/intcrpretation ol law in rcspect of questions on which thc advance

ruling is sought.

9. Ilclbrc rnoving furthcr, it would bc prudent to rcproclucc thc

rclevant provision in voguc {br thc sakc of casc ol- rcl'crcnce vL.

Section 7. Scope of supph'.-

(l ) For thc purposes of tltis Acl, lhe cxpre.ssion - ".supply"' includes-

(a) oll ./brms o.f supply of lqoods or services or bolh such as sale. lruns.fb', barler,
exchange, licence. rental. lease or disposal ntude or ugreed to ba mude .fir a
considerution b1' a person in lhc course or.firrthcrunca of hu:inc.s.s;
t11uu1 tha uclitilies or lron.\uLlions, b1'u pcr.xtn. other lhun un intlivitlut .lo ils
ntembars or constituents or ice-versu. .fitr cush, delcrred poymenl or othar vuluuhle
cons idcrql ion.
Explanotion .-l,or lhe purposes of this clause, il i,s hereby clariliad that,
nolwilhstanding onylhing utntainad in ony other luv,.fbr the time hcing in./brce or
uny.iudgment, decrcc or order of any ('ourt, lribunul or uuthorit\'. the par.son trncl ils
memhers or constituenls sltall hc deemed to lte lv,osepurote persons urul lhc su1rytl1,

ofuclittilies or lransocliotls intcr se shall be dccmad lo loke plucc .fitnt ona suclt
person lo anolher: I
(b) import of services Jbr o consideralion v,hethcr or not in the course or .fitrtherance
of business: 2 

| and I
(c) the uctit,it ic.s specifietl
considerut ion; 3 f**+* f
(tl) a l*'*** 1.

ntulc ot ttgt ccLl lo ltc ntudt tilhoul tt

* Enforced v,.e..f, I st ,lul|, 2017.
l. lnserted w.eJ. 0lst,lub', 2017 by s. 108 of'l-he l'-inqnce .4ct. 2021 (No. l3 of 2021) - l)rurght into

force on 0lsl ,lonuary,2022 r,ide NouJicqtLellNa.f9l202l-C.'ll. duted 2lst l)ecembcr, 202 L

10. Multiple issues havc bccn raised by the applicant. 'l'hc first issue

on which ruling is sought is whcthcr thc applicant is liablc to pay tax undcr

Reversc Chargc Mcchanism ll{CMl u/s 9(3) or 9(4) on lcasc rcncwal, payablc

to SMC. Scction 9(3) oi thc CGS'I' A,cl,2017 cmpowcrs thc G<lvcrnrncnt to

issuc notillcation, on thc rccommcndations of thc (iS't' Council, spccilying

catcgorics ol'supply olgoods or scrvices or both whcrcin tax shall bc paid on

I{CM basis by thc recipicnt,. Scction 9(4), ibid, on thc othct hand, cmpowcrs

(jovcrnment to issuc a notification to specify a class olrcgistercd pcrsons who

shall in rcspcct ol'supply ol'spccilicd catcgorics o1'gurds or scrviccs or

rcccivcd ll'orn an unrc istcrcd su licr, pay tax on RCM basi

conncction, wc Irnd that notillcati<)n No. l3/2017-(l l' (Ratc) has

r'/:
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fNotification No. | 3/20I7-Ccntral 'l'ax (Ratc), dalcd 2ll-6-2lll'71

l\rymant of CGST' on spetiJied services on Reverse Chorge busis

In c.rtrc isc of llt<' pov crs cttnf|rred h.1' suh-licct ion ( 3 ) of.sectiur 9 of the Cenn.al Goods untl
Scrllcr'.r Trrr' ;lcr,2017 ll2 ol 20l:,t. thr ('anlrul Goventntent 01 lltc reconmgttlat ions ol'
tltt,('rtuttcil hcreb.t notili$ tlrut on culrllot.ics ol sultplt'oJ sen,itcs nrcnlioned in column (2)
rl tltc'luhle helov,.strl4tliad hy et person us spacified in culunu (3) ofthe said'lqbla, tha
tlnla of central tus lcviuhle tuuler sccliort 9 o/ thc said Centru! Gootls ottd Sen,itcs'lux
.,|ct, :thctll he paid on raycr,se churge busis hy the recipient of thc such scryices a.\ spec.i/ictt
itt qtlunut 1.11 o/ thc .;uid 'l uhlc:-

TARI,Ti
('trtcllorl 0f Snryrl.y of Scnices Supplicr of service RtL ipiatl o/ Scrica

t)) (-l )

,\trritt,t,suppliatl hy tln' ('cntrol ln.v hLrsiness

loculed in the( i(,\'rntllcnl. ,\l ttl c' (ioytutuettt.
(lni(nl larritor.t u' lotul uuthorill

('entul (ioyernnent.
Slult: (itn'antnrcr .

llniut tcrrilor.t, or
locul uuthttil.tIo tr ltusittcss ttttil.t'L,.rt ltrling, -

( l) renting of inntovable
proPerly, rmd

/ 2 ) scrt'ice.s spccilittl hclo,n'-

li) sartices by thc l)c1
l\st,\ h.r' u'tt v- r.tf specd post,
axprcss pcn'cel post. li/e insurance,
ord ugency seniccs protided to a
l)(r.\on olher llrutt Cantt'ul
( )orcrnnrcttl. Stqtc (;orarnnetll or

Rctcrsc ('hurgc tl,lcchottisu (R(-ill) ou serricc h.t x'(-t,ol rulin!: ol resi cntiol tlwelling n u
rtgisltra pcr*m ,lnrcnltn(nt to N ilicrttiott No. l-l/2017-C-7'. (Rutt)

ln ctcrci:se of the pottcrs conlcrred by.sub-"cction (3) o/ section 9 o/ the L'entral Goods tnd
.\.crlrc c,s 7Zr-r lcl,2017 (12 ol 2017),the (cnlral Goternntent. o,t lhe recomnrcndol itxr.r ttf
thc ('ounc'il. herehy nruke* thc ./bllou,ing Jfurther unendncnts in the notification oJ the
(ittventnrcnt of lndiu. in the Ministrv of l'.inunce (l)etrtartnrnt ol llevenue), No. ll/2017-
('attn 'l rrx (l?ote), dutcd the 28th Junc. 2017, publishe.l in the Gozette o./ lndio.
|i-rtrutrdinury. I'urt ll. Stction 3, Sub-scctiotr (i). vidc number (i.S.lt. 692(lr, dotetl tht
28th ,tunc, 2017, nume 11, :-

ln the .urid notifit.ttion. in lh? -l uble. -

(2) uguinsl .scriol nurnbcr 5. itt colunm (2), in the -,;uh-clau.se (2,1, in ilct,t (i). the vords h.t rttr.t
of spaL,i po.\t, ctprcss pLtrctl pr,,\t, lifc i surqnce, otl ugctrtl serriccs proriidc(l to a perxtn othcr
lhor ('anlral (;overnnetll, Stulc (ioyernntent or lJnion territor!, or locul authority" .shall hc

I l. Irurthcr, scrial No. 2, to Schcdulc II to thc CGS'I' Act, 2017, statcs

as Ibllows viz
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SCIIEDUI.E II .

I Scc section 7 I

ACTIVITIIiS t IOR TRANS,I(',TIONSI r0 Rt' TRliA'l',liD AS SUPPLY
OI- GOODS 0R SUPPI,Y OI,-SIiRVICIiS

2. l.und orul Building

(a) any lease, tenancy, easemenl, licence lo occupy land Ls a :;upply of
services:
(b) uny lease or letting oul ri lhe huilding including o commcrcial. industriul
or residential complex./br business or commerce, eilher wholly or porlly, is a

supply qf services.

12. Ilcnce, lcasc of land is to bc treatcd as a supply ol scrviccs

chargcable to GSf. ln tcrms of Sr. No. 5 ol notification No. 1312017-

C'l'(Rate) dated 28.6.2017, as amendcd, thc applicant, [who as a rccipicnt lalls

within thc ambit of a 'busincss cntity', in terms ol'thc dcfinition of busincss as pcr 2(17),

i6irl/, becomes liablc to dischargc GS f undcr I{CM in tcrms of scction 9(3) ol

thc CGS'I' Act,2017 in respcct ol the scrviccs supplicd by SMC, [a local

authority in terms of Scclion 2(69), ibid I .

13. 'l'hc sccond issuc on which thc ruling is soughl is whcthcr thcy

arc liablc to pay GS'l' undcr l{cvcrsc Chargc Mcchanism u/s 9(3 ) or 9(4) lor

prcmium on lcase rcncwal amount payablc to SMC. A rclatcd cluestion

Iirurth issuc that has bccrr raiscd is whcthcr circtrlar No. I 0l/20/2019-

Gs'tdtd 30.4.2019 grants thcln excmption fiom paymcnt olGS'l'. 'l'hc rclcvant

cxtract olnotification No. l212017-CT (Rate) datcd 28.6.2017, amending not.

No. 3212017-C'l' (Ratc) datcd 13.10.2017 and circular datcd 30.4.2019, is

rcproduccd bclow for casc ol rcfcrcncc vtz

.- Notilicaliorr No. I 2/20l7-(' 'l'(llalc) tlatctl 2t'i.6.201 7

sl.
No.

C'haptcr.
Se ct iorr.
llcadin3.
(iroup or
Sclv ice
Codc

('l arill)

1'AI}I,E
I)cscliption ol' Scrviccs

(r)
Onc limc uplrol]t anroutlt lcallcd as pionium,
salami, cost, pricc, dcvclopnrcnt chargcs or by any
oihcr namc) lcviablc in rcspcct ol'tltc scrvicc, by
rvay of granting long tcnn (thifly ycars. or nrorc)
lcasc of industrial plots. providcd by thc Stalc
(lovcrnrrcnt Industlial I)cvclopnrcnt (iorporations or
lJndcrtakings to industrial un its.

Ilalc
(Pcr

ccnt. )

(4)

( orrd ition

(5)
Nit

(l) (2)

llcading
9912

\ t0 rd

.l I

Page 5 of 11

\il

-)t,



6

\otilication \o. -l2i201 7-('.'1 . tc (lxrc(l I .l- I0-2() I 7

e) in scrial number J 1,./br the e ntry in column (3). the .fitlku,ing entry shall be
subslituted namely :-

" Llpfi'ont omount (culled us premium, salami, cost, price, dcvelopment chorges or
hy un1, qfisy nn^a) payable in respect of.service by u,oy o/ granting of long term
leu:;a o/ thirty yeurs. or mu"e ) o/ industial plots or plots.fitr tlevektpment of'
inf i ustruclure .fitr .financial husiness, provided by the State Gowrnment lndustriol
l)eyelopmenl Corporalions or Undertakings or by uny olher entity having 50 per
ccnl, or more ou,ner.ship of (.'enlral Gorernment, Stale (iovcrnmenl, Union lcrritu,y
to the industrial unils or lhe dcvelopers in any industrial or.financial busincss
lrcu-:

Cirtulor No. I l) I /20/2019- ote .ll)-4-21) 19

Suhjcct :GSI' cxtnryrtion on thc ultliout tmount pu-ltrble in inslullncnts for hrn?-ternt
Ittsc o/ plots, unlcr Notilicotion No. l2/20l7-Centru! l'trx (R) S. No.4t,loted 28-6-2017
- Rqunling.

lkpreseulutions lruw betn recei,ted hy lhc lJoartl seeking clu.iJicution regtutling
utlmissibilit.y ol'GS'I'cxenptiul or1 thc upfro t onrount which is detcrmined up/iont but is
yxril or pu.r,uhle in instalnrcnt.s.fbr long tenn (lhir4, yctrs. or norc) lease of industriol plots
or plots.fbr Jcteloputant oJ.finorciul ittfittslructure uruler Notificotiott t2/2017-('cntral lh_r
( ll) .\. No. I I . durel 2lt-6-2017.

2. 'l lte nntter ha.s hccn e-runined. 'l'he entry al S. No. 1l oJ'Noti/icution l2/2017-Centrut
'l'tx (R1, dated 28-6-2017 rcuds a-r under:

Clrupter.
Section,

I lauling,
Group or

Service L'ode
(7'urifJ)

(2)

I leoclittg 9972

I )c.s< ri pt itur of Scrticas

(l)
" l)yt/'ront unnufit (culled us prentiuttt, * unti.
rost, pri(c, derelrrynrenl churgc; or h.t,urt.t, other
tuntel 1xt_vuble in rcspect of serticc ht y,tt.t <tl
grotli,tl: of long-term leuse (o/ thirty )reurs, or
tore) ttf itdu.striul plots or plots .for

dcrelr4trtrt:ttt o/ infiustructurc ./itr. .finuncki
busine,'s,s. protida h,- the St,:t(: (ioycrnnrcnt
lnlu.\tt'ittl I )tt't'lrry urut (i,rlt)tttti(,n.\ t)r
Undertukings or h.t cntt olher uttit.r'huving 50
l)cr cetl. or tore ovttcrshilt <tf <'tntrul
(ioyentnanl, Slula (iot,ernntent, LJnion Ien,itot y-

lo lhe it lustt'iul units or lht tlavktpars in ut.t,
irnltNritrl rr fi,lrn iul hutittL,:i.t rtt'L'Lt. '

I ttc
(1tL: r

( rnuli-

/5)

j. lt is harcbt cluri/ictl thot (iST c.tantptiott on thc upfi.onl unutunt (u lcd us prentiun,
sulunri. cost. price, davlopnrcttt chu'gas or by un), othcr nctnte) puyctble.lbr long-lern lau.sa
kt/ thirty 1,,sa1y5, or ntere) o/ in(lu.\triul plots or plolsjir deyalopnrcnt of infrustruc.lure -fir
.fittunciol husitrcss undcr lintr.\' No. 1l of l.)rentption Notific.crtion l2/2017-('entru! 'l'ox /ll),
lutal 28-6-1017 is udnis.;ibla irraspa<.tive of v,hether,such upli-ont untount is ltuvublc u-
ltuid in onc ot nxtrc inslulrttcnt,\. pntridc(l lhe u nunt is dL,lennittctl up/iout.

.1. l)ifiicult.t' i/ uny. irt inry)l.,t antation of this Circulur nay be brought to noticc of the
lloorcl.

14. 'l'hc tcrm 'l.casc' is not dclincd under (]S'I'Act.

105 olthc '[-ransl-er oi'l)ropcrty Act, 1882, statcs as lbllows:

I Iowcver, S
,4
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105. Lease deJined. .1 leuse ol intntot'aublc propcrtv is u trun.rftr ty' u right to
enjoy sttch propcrlt', made.l r u certain limc, cxprc''s or intplied, or in perpcluil)'. in
consideration of u price paid or promised, or of moncy, a share of crops, service or
any olher lhing o/ volue. lo bc rendered ltcriodic'ull1, or on spcc'ilied octusions lo
lhe trans/cror hy the lranslbrec. who accapl.t tha trunsfbr on:;uclt lcrms.

A conjoint rcading shows that in terms ol- Schcdule II ot' GS'l' Act, 201 7,

rcproduccd supra,lhc activity i.c. lcasc of plot and paytncnt ol'onc tirnc lcasc

prcmium/salami/prcrniurn on lcasc rcncwal and annual prcmium paid by thc

applicant is a'supply'and is covcrcd under Scction 7(l) ol'C(iS'l' Act, 2017.

,l5. 'l'hc appcllant howcvcr lccls that thc uplronl conccssion lcc rcccived

against thc leasc madc lbr morc than 30 ycars is cxcmptcd li'om the payrncnt

olGS'l'under the provisions of cntry No.4l olNot. No. l212017-C'l'(ltatc),

datc 2lt-6-2017 as arncndcd by Not. No. 321201 7-C'1.(Iiatc), datcd l3- l0-201 7.

I lowcvcr, we find that thc bcncfit olthc cxcmption is to bc grantcd only whcn

all thc conditions ol'thc said notification arc mct. 'l'he text o{- cntry No. 41, as

amcndcd, rcproduccd supra, clcarly show, that lor availing thc bencllt ol'thc

notification, the following critcrion must bc mct, viz

(a) thc sclicc providcr should bc Statc Govcrnmcnt Industrial
I)cvelopment Corporation or [Jndertakings or any othcr entity having
50%o or rnorc owncrship of- Ccntral (iovcrnmcnt, Statc (]ovcrnlncnt,
union tcrritory'.

(b) 'l'hc lcasc shall bc lbr a pcriod ol-30 ycars or rnorc; in thc prcscnt
matlcr thc lcasc is madc lor 99 vcars.

(c) 'l'hc long tcrrn lcasc shall bc in rcspcct ol- industrial plots or plots lbr
dcvelopmcnt ol infrastructurc lor financial busincss, locatcd in any
industrial or Irnancial busincss arca.

16. In this casc thc scrvicc providcr is not Statc Govcrnmcnt

lndustrial Dcvclopmcnt Corporation or (..lndcrtakings or any othcr cntity

having 50% or morc owncrship o[ Ccntral (]ovcmmcnt, Statc (iovcmmcnt,

[Jnion 'l'erritory' but a local authority i.c. Surat Municipal Corporztion.

Fu(hcr, the said Notillcation or (iS'l-Ac1, 2017, docs not dcllnc thc 'industr.ial

or financial busincss area'. 'l'hcrcforc, wc rclcr to thc dcfinition o1',industrial

or Ilnancial busincss arca' fi'om (iu.iarat Industrial [)cvclopmcnt Act, .'t\ S:/.i

pcr scclion 2(g) ol'thc Gujarat Industrial l)cvcloprrrcnt Act, 1962,

Area' means - "any area declared to be an industrial area b

LI
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(iovernment b1t Notification in the Of.ficial Gazette, which is to be developed

ancl v,here induslries are to be accommodated'. 'l'hus, lor considcring any

arca as industrial or financial business arca, it is ncccssary that thc area must

bc dcclarcd as industrial or linancial business arca by thc state govcmment by

notillcation. In thc instanl mattcr, we find that no such Notification declaring

thc arca consisting ol- Sural. Municipal Corporation proposcd to bc lcascd out

to thc applicant, as industrial/llnancial busincss arca, is on record. 'l'hcreforc,

thc arca cannot bc trcatcd as industrial or llnancial busincss area in absencc ol'

any cvidcncc in support.'l'hus, thc bcncfits of Sr. no.4l of not. No. 1212017-

C't'(llatc), as amcndcd is not avaiiablc to thc applicant.

17. I'.vcn otherwisc, thc Constitution Bench ol'the Hon'blc Suprcmc

Court in thc casc ol'Dilip Kurnar and Company l20ltl (361) l1l.'l'577 (SC)1,

hcld as lirllows:

52. 'lit :unt up, tt t unsvar thc re.flrancc holding as undar -
( l) lixamltlion noli.ficulion shotld hc inlcrprelcd :slricl!1,: the burtlen of proting
upplicuhilit.t'tvotrld bc on tha us:se.:;.sac lo shov'lhul his cusa comc"'trithitt the
purunelars ol lhe exemption t'luuse or axcnplion noli/itctlion.
(2) ll'hen there is umhiguitf in exentplion notilicution which is .\ hiccl lo strict
interprctolion, the benc/it ol .tuch ambiguily cannot hc cluimed b), thc
:;uhiac'1./tr:rsa.ssac und il ntu.sl ba inlerprcte d in.fat,our o/ tha relenua.
(i) 'l ha rutits in Sun lixprtrl casc (supru) is nol .'orrcLl und ull lha decisions
n hich took .similu' .-lctt u:; in Sun litytrt Luse (supro) sluncls overnrlul.

18. Wc also find that thc llon'blc lligh Court o[l]ombay in WP No.

1219412017 [rcportcd at 20 l8(12)GS'l'1. 232(l]om.)l in the casc of Buildcrs

Association ol' Navi Murnbai, hcld that lcasc prcrnium arnount is a

considcration against supply ol'servicc and is subjcct to Goods and Scruiccs

't'ax.'l.hc relcvant portion olthc said ordcr is rcproduced as follows:

"2l.ll/e are. there/bre. ol the clear vicw th(tt the demundJbr poyment oJ GST'is in
uccordunce vlilh lav,.'l'he suid demand cannol be soid lo be vilioted b) uny error of
/rlr appu'enl on the.lAca of the recortl. ln these c'ircutrrslunces, ve do nol ./incl un1'

meril in thc .rrit pelilion. lt is accordingll, tlismisscd. Rule is disc'hurged. l'hcrc
tt otrld ha no order as lo (o.\ls. '

'l'hc appcal [ilcd against thc albrcmcntioncd judgcmcnt bcfbrc thc I Ion'blc

Suprcrnc Court vidc Spccial Lcavc to Appcal (C) No. 2306812018, has bccrr

disrrrisscd viclc ordcr datcd 9.11 .2022.

=
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19. In vicw ol thc abovc discussion, wc rulc thal thc Onc-timc

prcmium/salarni/premiurn on leasc rcncwal and annual lcasc premiurn paid by

thc applicant to thc AUDA lor leasing of Surat -l'extilc Markcl is covercd

undcr supply of scruicc in lerms ol Scction 7(l) ol CGSI- Act, 2017.

Accordingly, thc said C)nc-timc prcmiurn/salarni/ prcmium on lcasc rcncwal

and annual lcasc prcmium paid by thc applicant to Surat Municipal

Corporation are taxablc undcr GST in tcrms of thc Notification No. ll12017-

C'l' (Rate) dated 28.06.201 7.

20. Moving on to thc question as to whether the applicant is liablc to

pay GST undcr I{CM undcr Scclion 9(3) oiCGS'I'Act, 2017, wc llnd that in

Irurthcr, in terms ol- Sr. No. 5 of notification No. 1312017-C'l(R.atc) datcd

28.6.2017, as amcndcd, thc applicant, [who as a rccipicnt talls within the

arnbit of a 'busincss cntity', in tcrms of thc dcfinition ol'busincss as pcr 2( I 7),

ibid l, becomcs liable 1o dischargc GS1'undcr I{CM in tcrms ol-sccti<ln 9(3) of

thc CGS'I' Act, 2017 in rcspcct ol thc scrviccs supplicd by SMC, la local

authority in terms of Section 2(69), ibidl.'l'his vicw stands substantiated in

tcnns of thc Advancc l{uling no. CLJJ/GAA lf/R16412020 datcd 11.9.2020 in

thc casc ol-Mis Jinmagal Corporation.

21 . 'l'hc ncxl qucstion posed belorc us is whcther collcction madc

lrom shareholdcrs/shop owncrs for making paymcnt o I lcasc and lcase

prcrnium amounts bc considcred as supply and whcthcr GS'l' undcr lorward

charge is applicablc on it. 'l'he applicant in thc lacts ol thc casc, has bricfly

cxplained its constitution, rncntioning that thcy arc a coopcrativc socicty

lbrmcd primarily for the purpose ol maintcnancc and scrvicc ol'Surat's most

reputed and iconic textilc markct ''fhc Surat Tcxtilc Markct'; thal thcrc arc

nrorc than 1000 shops of various sizcs in thcir prcrniscs & cach shop owr-rcr is

a sharcholder ol'thcir society & that thcy arc rcgistcrcd with thc dcpartmcnt.

Quickly, moving on to Scction 7(l)(aa), of thc CGS'I'Act, wc find that thc

activities or transactions, by a pcrson, othcr than an individual, to its tncrnbcrs

or constituents or vicc-vcrsa, lor cash, dclcrrcd paymcnt or othcr valuablc

corrsidcration l-alls within thc arnbit ol' 'supply'. 'l'hcrcalicr, an c

lirrthcr clarillcs that notrvithstanding anythinu containcd in any t

thc time bcing in lorcc or any judgrncnt, dccrcc or ordcr of any C

rit-' fi, t'
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or authority, thc pcrson and its membcrs or constituents shall be deemed to bc

two scparatc pcrsons and thc supply of'activities or transactions intcr se shall

bc dccrncd to takc placc liom onc such pcrson to anothcr.

22. '['hus, in vicw of thc foregoing, we hold that the collection madc

lrorr sharcholdcrs/shop owncrs, who arc mcmbcrs of the coopcrativc socicty,

by thc applicant, Iirr nraking payrncnt of lcasc and lcasc prcmium, is a supply

under section 7 of the CGS'I'Act, 2017 and would be lcviablc to GS'l'undcr

Ibrward chargc.

23. A corollary qucstion, is ncxt poscd as to whcther the collcction

madc liorn sharcholdcrs/shop owncrs by the applicant il'hcld leviablc to GS'l-,

thcn can thc applicant's sharcholdcr/shop owncrs who arc reimbursing thc

lcasc and prcrnium on lcasc rcncwal bc cligiblc lor I'l'C ol'the GS'l.chargcd by

thc applicant.

24. As is cvidcnt, thc applicant is sccking a ruling prirnarily on

whcthcr his r-ncmbcrs/sharcholdcrs, who are distinct pcrsons, can avail I'l'C

sincc thcy would bc rcimbursing thc lcasc and lcasc prcmium amount paid by

thc applicant.

25. A conjoint rcading ol the secrions 95(a) and (c),97 and 103 ol-

thc C(lS'l' Act, 2017, dcpicts that advance ruling mcans a decision by rhc

AAIi to an applicant on maltcrs or on qucstions spccilicd undcr 97(2) ibid in.
relalion to thc supply ol goods or services or both being undertakcn or

proposcd to be undcrtakcn by thc aprrlicant; that an applicant, mcans any

pcrson rcgistcrcd or dcsirous trl'oblaining rcgislration undcr this Act; that such

an applicanl , rna), makc an application in thc prcscribcd lbrm with aonropriatc

Ii:c, stating thc clucstion on which thc said ruling is sought. 'l.he qucstions on

which thc ruling is sought is howcvcr, rcstrictcd to thc Tlscvcn I issucs listcd in

section 97(2), ibid. Iurthcr, in tcrrns of scction 103, such a ruling shall bc

binding only on thc a licant and on thc conccrncd olficcr or thc jurisdictional

ol'llccr, in rcspcct ol'thc applicant.

26. Wc ljnd that la I thc applicant bclbrc us is not the pcrson

intcnds to avail the I'l'C and lbl thal the ruling is sought on bchall'

c0P
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mcmbers and shareholdcrs who are distincl pcrsons. 'Ihis bcing thc lactual

rnatrix, wc find that thc applicant bclorc us has no locus standi in sccking a

ruling in thc lacts of thc prcscnt casc on this qucstion to bc prccisc.

27. ln thc light ol- tl.rc abovc, wc rulc as unclcr:

ItUI,IN(;

(i)'l'hc applicant is liablc to pay GS'l'under llcvcrse Chargc Mcchanism

in tcrms olscction 9(3) olthc C(iS'l'Act, 2017,1-<tr lcasc rcncwal alnount

payable to SMC.

(ii) Thc applicant is liablc to pay GS'l'undcr li.cvcrsc Chargc Mcchanism

in tcrms ol scction 9(3) ol thc CGS'I' Act, 2017, lor prcrnium on lcasc

rencwal amount payablc to SMC.

(iii) Thc applicant is liable to pay GS'l'under lorward chargc in rcspect of
collection madc ftom shareholdcrs/shop owncrs, lbr making paymcnt of
leasc and lcasc prcmiurn.

(iv) -l'hc applicant is not cntitlcd lor cxcmption undcr Sr. No. 4l ol
notil'rcation No. l2l2017-C'l' (ltatc) datcd 2ti.6.2017, as arncnclcd and

clarification issucd vidc circular no. I 0l/20/2019-GS't' datcd 30.4.101 9.

(v) No ruling is passcd in rcspect of question (v) in tcrms ol'scclion 98(2)

ol'thc CGS'I' Act, 2017 rcad with scctions 95(a), (c), and 103 of thc

C(lS'l.Act 011.

(AMtl'KLJM R silRA)(tilDI)HESIT ltAVAl.)
MUMIIETT (S(;S'r')

I)lacc: AI-rn-rcdabad

I)atc: Ql,l-I,2OZS

MT,TMBUR (C 1')
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