OPINION

I.
QUERIST:


M/s.Rialto Enterprises Pvt. Ltd., 

Survey No.100/2, Vandalur Kelambakkam Road, 

Melakottaiyur,

Chennai – 600 127.

II. 
FACTS:

1.
The querist has taken some residential houses on rental arrangement from    un-registered parties. These houses are being provided as accommodation for their contract workers. After the recent amendment, this activity attracts GST. Further as this is being provided to their workers, this will be termed as ‘personal consumption’ and not for furtherance of business. Consequently, ITC will not be available.

2.
The querist reports that the cost impact would be around Rs.1.50 lakhs per month.

3.
Further, the querist is also recovering Rs.500/- per worker as accommodation charges and such recovery attracts GST.

III.
QUERY:
In this back ground, the querist wants to know whether there is any way to claim ITC, since the employee stay is part of furtherance of business.

IV.
OPINION:
1.
Notification No.12/2017 (Central Tax-Rate) was amended to restrict the exemption given for services by way of renting of residential property. After the amendment, serial number 12 of the notification reads as follows.

“services by way of renting of residential dwelling for use as residence (except where the residential dwelling is rented to a registered person)”


Thus, effectively if any residential dwelling is rented to a registered person the exemption from payment of GST is not available.
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2.
Simultaneously, Notification No.13/2017 (Central Tax-Rate) has been amended with regard to payment of tax under reverse charge for this service and a new entry 5AA is provided with the description 

“service by way of renting of residential dwelling to a registered person”. 

3.
In terms of this notification, the payment of taxes is to be made under reverse charge by the registered person.

4.
As rightly pointed out by the querist, in the present case, the renting of these residential premises is for stay of the contract workers and thus is for their personal consumption. In terms of Section 17(5) (g) of CGST Act, 2017 there is a bar on availment of input tax credit in respect of goods or services used for personal consumption Accordingly, there is no scope to avail any input tax credit in respect of taxes paid under reverse charge for renting of premises for stay by the contract workers.

5.
It appears that the withdrawal of exemption partially in respect of renting of residential premises to registered persons is to generate additional revenue. This is because the liability to pay tax under reverse charge can be easily fastened on to registered persons. 

6.
Though from a wider perspective providing accommodation to workers is in furtherance of business, the use of such accommodation is for personal benefit of the workers and as such the provisions contained in Section 17 (5) referred to above comes into play against availment of ITC.

7.
Under these circumstances, we do not find any scope to claim ITC and thus it will mean only additional cost to the company.

S. MURUGAPPAN


Sm/er

Disclaimer:- The above opinion is provided based on the information and documents made available to us by the querist 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.
