OPINION

I.
QUERIEST:


M/s.Super Auto Forge Private Limited, 


3/1-A, Nedunkundram Village, 


Vandalur-Kelambakkam Road, 


Kolapakkam, 


Chennai – 600 048.

II. 
FACTS:

1.
The queriest has been allotted on lease for a period of 99 years for setting up an Industrial Unit for the manufacture of High Speed Drive Shaft, Suspension Ball Joints Assemblies and “Ammunition Parts for Ordinance Factories” at Vallam-SIPCOT and it is an DTA.

 

2.
For this, the queriest has paid to State Industries Promotion Corporation of Tamil Nadu Limited (SIPCOT) as given below. The queriest is loading as given below under Land cost.

 


(i)
Development Charges


(ii)
Plot Deposit


(iii)
State Government Subsidy.
 3.
Apart from the above, the queriest have the following refundable Deposits.
 

(i)
Caution Deposit


(ii)
EMD LT Service Deposit.
 

III.
QUERY:


In the light of the above, the queriest wants to know whether they have to pay GST under Reverse Charge Mechanism. Similar is the case in Thada, where they were allotted to set up a manufacturing unit at Sricity – SEZ Unit. They want to know GST Applicability here also.
IV.
OPINION:
1.
Notification No.12/2017-Central Tax (Rate) dated 28.06.2017 contains several services provided by Government Authorities and other autonomous bodies, which are eligible for exemption from payment of GST. However, leasing of land / factory shed, etc., by State Industrial Corporation and other Development Authorities are not figuring in the exemptions. Or in other words, the services referred to above will attract GST.

-2-

2.
At the same time, it is to be noted that the Government Authorities / Entities will not pay tax and the recipient of the service has to pay tax under Reverse Charge Mechanism. In this connection, Sl.No.5 of Notification No.13/2017-Central Tax (Rate) dated 28.06.2017 may be seen.  This entry reads as follows.

	Sl. No.
	Category of Supply of Services
	Supplier of Service
	Recipient of Service

	(1)
	(2)
	(3)
	(4)

	5.
	Services supplied by the Central Government, State Government, Union territory or local authority to a business entity excluding, - 
(1) renting of immovable property, and 
(2) services specified below- 
(i) services by the Department of Posts by way of speed post, express parcel post, life insurance, and agency services provided to a person other than Central Government, State Government or Union territory or local authority;
(ii) services in relation to an aircraft or a vessel, inside or outside the precincts of a port or an airport; 
(iii) transport of goods or passengers.
	Central Government,

State Government, Union territory or local authority
	Any business entity located in the taxable territory.


3.
It is noticed from the facts provided, one lease is given by State Industries Promotion Corporation of Tamil Nadu Limited. It appears to be a Government of Tamilnadu undertaking and registered under Companies Act.
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4.
If it is a company registered under Companies Act, it is doubtful whether this is qualified as Government Entity or Authority. “Government Entity” means “an authority or a board or any other body including a society, trust, corporation, (i) set up by an Act of Parliament or State Legislature; or (ii) established by any Government, with 90 per cent or more participation by way of equity or control, to carry out a function entrusted by the Central Government, State Government, Union Territory or a local authority”.
5.
Therefore, one has to find out, whether SIPCOT comes under this clause. If this comes under this clause, then, the queriest has to pay GST under Reverse Charge Mechanism. Otherwise, it will be the responsibility of SIPCOT to pay the tax to the Central Government.

6.
It also may be noted that except refundable deposits, all other amounts paid will form part of the consideration for the services and accordingly, will attract GST. 
7.
The other lease appears to be given by M/s.Sri City Private Limited. It appears to be a Private Sector Company. In respect of the services provided by that company, tax will be payable by that company under Forward Charge Mechanism only. In fact, in their communication, the Company has stated that GST Invoice for land and infrastructure will be issued after registration. Here also, all consideration paid except refundable deposits will form part of the value for payment of GST.
S. MURUGAPPAN


Sm/er

Disclaimer:- The above opinion is provided based on the information and documents made available to us by the queriest and further based on the laws and rules prevalent as on date and the understanding of such provisions by the author and is meant for the private use of the person to whom it is provided without assuming any liability for any consequential action taken based on the views expressed here.

