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File No.139/2024
OPINION

1.
QUERIST:
PPMS Field Marketing Private Limited, Krishnakriti, No.6, Plot No.39, 3rd Cross Street, Senthil Nagar, Kolathur, Chennai 600 099.
2.
FACTS:

2.1
The Querist is engaged in the business of providing end to end merchandising and marketing services.  Its activities are spread across India and it has GST registrations in 13 states / union territories.  It provides, among others, services to ITC Limited in their market development activity, in respect of its consumer goods, packaging paper, paper boards and agri business, etc., to increase market visibility of ITC Limited’s products across various locations.  The Querist has entered into a contract with ITC Limited for carrying out such market development activities.
2.2
In turn, the Querist undertakes its market development activities through various retailers located across India on the basis of separate agreements with them for providing the actual services.

2.3
In this business model, it is reported by the Querist that the following types of invocies are raised:-

(A) GST Transaction of MDA:

PPMS raises the invoice (Region-wise) for MDA services to ITC Limited and charged IGST (Interstate service).  PPMS has filed GST return in Tamil Nadu and discharged the liabilities in respective months.

Service Provider: PPMS, Tamil Nadu
        Service Receiver: ITC Limited, Haryana (North region)
Service Provider: PPMS, Tamil Nadu
        Service Receiver: ITC Limited, West Bengal (East)

Service Provider: PPMS, Tamil Nadu
        Service Receiver: ITC Limited, Maharashtra (West)

Service Provider: PPMS, Tamil Nadu
        Service Receiver: ITC Limited, Karnataka (South)

(B) Retailer – GST – Regular Scheme (Except TN)

Retailers raise IGST (Interstate Services) Invoice to PPMS, TN for their MDA services.  PPM accounted as expenses in books of accounts and availed the Input Tax credit in Tamil Nadu GST returns in respective months.  Retailer should mention the Tamil Nadu State GSTIN of PPMS (Service Receiver) in Tax invoice.

(C) Retailer – GST – Regular Scheme (TN)

Retailers raise CGST/SGST (Intra state services) invoice to PPMS, TN for their MDA services.  PPM accounted as expenses in books of accounts and availed the Input Tax Credit in Tamil Nadu GST returns in respective months.  Retailer should mention the Tamil Nadu state GSTIN of PPMS (Service Receiver) in tax invoice.
(D) Retailer – Composite Scheme (PPMS registered dealer in that state)

Retailers raises bill of supply (not tax invoice) to PPMS, retailer state for their MDA services.  PPM accounted as expenses in books of accounts.  Retailer should mention the Local state PPMs GSTIN in bill of supply.  Retailer should mention the respective state GSTIN of PPMS (Service Receiver) in bill of supply.

(E) Retailer – Composite Scheme (PPMS unregistered dealer in that state)

Retailers raise bill of supply to PPMS, retailer state for their MDA services.  PPM accounted as expenses in books of accounts and not to be shown in any GST return.  Retailer should not mention any GSTIN of PPMS (Service Receiver) in bill of supply. 
3.
QUERY:
In the above context, Querist would like to know the correctness of the invoicing method followed by them.  Querist also has made available some sample invoices and also a sample copy of the agreement it has with its retailers.
4.
OPINION:
4.1
At the outset, it is seen that the Querist is adopting the service code 998599.  This service code appears under “support services” with code 9985 at four digit level.  These are further sub-divided at five digit level into following services.
Group 99851
Employment services including personnel search, referral service and labour supply service

Group 99852

Investigation and security services

Group 99853

Cleaning services

Group 99854

Packaging services

Group 99855

Travel arrangement, tour operator and related services

Group 99859

Other support services

4.2
From the information provided and the agreement copy made available, it appears that basically the services provided will be within the scope of “advertising services”.  Though it appears that there are other activities included in this market development programme, the main thrust is to provide market visibility to ITC Limited’s products through retail outlets and the retailers, among others, are required to provide space for visibility, category stocking for availability and / or enhancing of business of various products.  
4.3
In this context, it will be relevant to know the scope of “other professional, technical and business services” with service code 9983 at four digit level.  This heading includes the following services at five digit level.

Group 99831
Management consulting and management services; information technology services

Group 99832
Architectural services, urban and land planning and landscape architectural services
Group 99833

Engineering services

Group 99834

Scientific and other technical services
Group 99835

Veterinary services

Group 99836

Advertising services and provision of advertising space or time

Group 99837

Market research and public opinion polling services

Group 99838

Photography and videography and their processing services

Group 99839

Other professional, technical and business services.

4.4
A comparison of the broad category of services under “support services” and “other professional, technical and business services”, it appears that the present activity carried out by the retailers of the Querist will be appropriately fall within the scope of heading 99836 as “advertising services and provision of advertisement space or time”.
4.5
Further, it is to be noted that this service description is specific whereas heading 99859 is generic and thus a residual entry.

4.6
In view of the above, in our view, the appropriate service code appears to be under 99836.  

4.7
As far as the invoicing pattern is concerned, it is seen that basically the retailers in various states provide space and market visibility for various products of ITC Limited.  For the activities undertaken by them, Querist is reimbursing them as per the contract / agreement.

4.8
In this context, it may be relevant to refer to the Circular No.203/15/2023-GST dated 27.10.2023 issued by CBIC, New Delhi.  The clarification provided by the Board with regard to place of supply is worth noting.  A copy of the Circular is attached as Annexure to this Opinion.  In case of supply of services, in respect of advertisement sector, in para B(2), in this Circular, it is clarified that, in a case, where the displays are effected in the place of the vendor, the place being vendor’s own or rented with responsibility for arranging the displays vesting with the vendor, it has been held that the “place of service” will be that of the recipient in terms of Section 12(2) of IGST Act.
4.9
If this concept is applied to the present case also where market development activity is undertaken, then the invoices raised by the Querist as mentioned against (A), (B), (C) and (D) will be in order.

4.10
It is to be noted that under Composition Scheme, there is no input tax credit available and there cannot be any interstate supply of services.  Accordingly, the supply is to be by the dealer availing the Composition Scheme to a recipient within the same State.  In the same manner, the last category against (E), refers to supply by a dealer availing composition scheme in intra-state to PPMS as “unregistered” dealer in that State.  It is not clear what address for the Querist / Recipient is shown in respect of such supplies received in those States.
4.11
It is to be remembered that the Querist is one legal entity and has one PAN and it has registration under GST provisions in various States.  Therefore, under such circumstances, it will not be appropriate for the Querist to remain as an “unregistered entity” in other States and claim exemption from registration.  This aspect needs to be reexamined by the Querist.
S. MURUGAPPAN
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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.


