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BT eI D T GaTHY,
OFFICE OF THE PR. COMMISSIONER : CGST & CENTRAL EXCISE,
35-C,sNugdY AT, 3R, Sreimareis, AT (F.H.)

35-C, GST BHAWAN, ARERA HILLS, HOSHANGABAD ROAD, BHOPAL (M.P.)

F.No. V(1 6)01/Trade Notice fl'ech/BPL/2020-21,

Bhopal dated 26.06.2020

TRADE NOTICE NO. 06/2020 (GST
DATED 26.06.2020

Subject : Clarification in respect of ley
regarding

y of GST on Director’s remuneration -

ry, Members of RAC is invited towards Circular No.

issued vide F.No. CBEC-20/06/05-2020-GST ( Copy
enclosed) by the Principal Commissioner, GST Policy Wing , Central Board Of Indirect Taxes

and Customs, New Delhi in respect Clarification in respect of levy of GST on Director’'s

02.  Contents of the aforesaid clarification may please be brought into the notice of Members
of your Association in Particular and public in general.

03.  The aforesaid clarification is available on the official website of CBIC.

04 The Trade Notice is also available on our website i.e. Www.cexbhopal.gov.in.

Encls. As above (')\ \\/7

(Dr. Sandeep Srivastava)
Pr. Commissioner

Copy to :

01. The Chief Commissioner, CGST & Central Excige (BZ) Bhopal

02. The Principal Commissioner/Commissioner, CGST & Central Excise,
Indore/Raipur/Jabalpur/Ujjain

03. The Commissioner of Customs, Indore.

04 The Commissioner (Audit), CGST, & Central Excise Bhopal/Raipur
‘ issi " ise, Bhopal/Raipur
. The Commissioner (“Appeals), CGST & Central Excise, . ipur

gg The Deputy/Assistant Commissioner, CGST & Central Excise Division-, Bhopal/ Il, Bhopal/lll,
' Bhopal/lV, Bhopal/Sagar/Gwalior-l/Gwalior-Il.

07. All Range Officers of Bhopal Commissionerate.

08 All Trade Association of/RAC Member of Bhopal Comn?issioner.ate. .
09' Webmaster, CGST & Central Excise Hgrs., Bhopal for information and n/a.
10.. Notice Board of Bhopal Commissionerate.

S A )

Deputy Commissioner (Tech)

Scanned by CamScanner




"

Circular Ng: 140/10/2020 - GST

CBEC-20/10/05/2020 -GST
Government of India
Ministry of Finance
Department of Revenye
ard of Indirect Taxes
GST Policy Wing

Central Bo and Customg

New Delhi, dated the g™ June, 2020
To :

The Principal Chief C

ommissioners /
Commissioners of Cent

Chief Commissioners / Principal Commissioners /
ral Tax (All)

2017 (hereinafter referred to as the CGST Act) ic. ¢

services by an employee to the employer
on to his employment” or whether the same are liable to be taxed
21 L0 QIS employment”

in terms of notification No. 13/2017 — Central Tax (Rate) dated 28.06.2017 (entry 10.6).

in the course of or in relati

2

The issue of remuneration to directors has been examined under following two
different categories:

(1) leviability of GST on remuneration paid by companies to the independent

directors defined in terms of section 149(6) of the Companies Act, 2013 or

those directors who are not the employees of the said company; and

(i1) leviability of GST on remuneration paid by companies to the whole-time

directors including managing director who are employees of the said
1T

company.

3. e

the Board, in exercise of its powers conferred under section 168(1) of
ations, ’
the field form
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Leviability of GST on remuneration paid by companies to the independent directors or

those directors who are not the employee of the said company

4.1 The primary issue to be decided is whether or not a ‘Dircctor’ is an employee of the
company. In this regard, from the perusal of the relevant provisions of the Companies Act,

2013, it can be inferred that:

a. the definition of a whole time-director under section 2(94) of the Companies
Act, 2013 is an inclusive definition, and thus he may be a person who is not
an employee of the company.

b. the definition of ‘independent directors’ under section 149(6) of the
Companies Act, 2013, read with Rule 12 of Companies (Share Capital and
Debentures) Rules, 2014 makes it amply clear that such director should not

have been an employee or proprietor or a partner of the said company, in any
of the three financial years immediately preceding the financial year in which

he is proposed to be appointed in the said company.

4.2 Therefore, in respect of such directors who are not the employees of the said
company, the services provided by them to the Company, in lieu of remuneration as the
consideration for the said services, are clearly outside the scope of Schedule 111 of the CGST
Act and are therefore taxable. In terms bf entry at Sl. No. 6 of the T.able annexed to
notification No. 13/2017 — Central Tax (Rate) dated 28.06.2017, the recipient of the said

services 1.e. the Company, is liable to discharge the applicable GST on it on reverse charee

basis.

4.3  Accordingly, it is hereby clarified that the remuneration paid to such independent
directors, or those directors, by whatever name called, who are not employees of the said

company, is taxable in hands of the company, on reverse charge basis.

Leviability of GST on remuneration paid by companies to the directors, who are also an

employee of the said company
5.1 Once. it has been ascertained whether a director, irrespective of name and

designation, is an
performed by the director are in the course 0

here any element of “contract for servic
hat a director who has also taken an

employee, it would be pertinent to examine whether all the activities
b
f employer-employee relation (i.e. a “contract of

¢” The issue has been deliberated by
sernee )T employment in the

various courts and it has been held t

Page 2 of 3
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It is also pertinent to note )y

at similar identification (to that in Para 5.1 above) and
treatment of the Director’s remunera

tion is also present in the Income Tax Act, 1961 wherein
¢ : : . .
he salaries paid to directors are subject to Tax Deducted at Source ("TDS') under Section 192

of the Income Tax Act, 1961 ('IT Act'). However, in cases where the remuneration is in the
nature of professional fees and not s

alary, the same is liable for deduction under Section 194]
of the IT Act.

5.3. Accordingly, it is clarified that the part of Director’s remuneration which are declared
as “Salaries’ in the books of a company and subjected to TDS under Section 192 of the IT
Act, are not taxable being consideration for services by an employee to the employer in the
course of or in relation fo his employment in terms of Schedule I1I of the CGST Act, 2017.

54 It is further clarified that the part of employee Director’s remuneration which is
declared separately other than ‘salaries’ in the Company’s accounts and subjected to TDS
under Section 194J of the IT Act as Fees Jor professional or Technical Services shall be
treated as consideration for providing services which are outside the scope of Schedule III of
the CGST Act, and is therefore, taxable. Further, in terms of notification No. 13/2017 —
Central Tax (Rate) dated 28.06.2017, the recipient of the said services i.e. the Company, is

liable to discharge the applicable GST on it on reverse charge basis.

6 It is requested that suitable trade notices may be issued to publicize the contents of

this circular.

7 Difficulty, if any, in the implementation of the above instructions may please be

brought to the notice of the Board. Hindi version would follow.

(Yogendra Garg)
Principal Commissioner ,

.garg@nic.in
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