
5.1 Importance of place of supply
CGST and SGST is payable in case of intra-state trade or commerce i.e. intra-state 
supply of goods and services.

IGST is payable in case of inter-state trade or commerce i.e. intra-state supply of 
goods and services.

Provisions to determine whether the transaction is intra-state or inter-state are 
contained in IGST Model Law. Export and import of goods and services are also 
covered under IGST provisions.

Principle behind the provisions - The basic principle behind provisions relating to 
place of supply is that GST is destination based tax. Thus, tax is finally payable where 
goods and services are consumed. This issue is relatively easy in case of goods, but 
not so easy in case of services. Hence, in many cases, location of person receiving 
the service is relevant. If he is registered under GST, that is taken as criteria. Even if 
he is not registered, address on record of recipient is taken as criteria to determine 
place of supply in some cases. However, this is not so in case of services relating to 
immovable property and some performance based services.

5.1-1 Parliament to formulate principles for determining place of supply of goods

Parliament may, by law, formulate principles for determining (a) place of supply 
of goods or services (b) when supply of goods or services or both are in the course 
of inter-State trade or commerce - Article 269A(2) of Constitution of India inserted 
w.e.f. 16-9-2016.

The provisions relating to Place of Supply are made under these powers. That is the 
reason why these provisions are contained in IGST Act and not CGST Act.

5.1-2 Meaning of Supply of goods or services or both in the course of inter-State 
trade or commerce

Section 7 of IGST Act make provisions in respect of Supply of goods or services or 
both in the course of inter-State trade or commerce (i.e. from one State to another).
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Inter-state supply of goods - As per section 7(1) of IGST Act, supply of goods in the 
course of inter-State trade or commerce (i.e. from one State to another) means any 
supply where the location of the supplier and the place of supply are in two different 
States or two different Union Territories or a State and Union Territory. However, 
this is subject to the provisions of section 10 Act [i.e. provisions of section 10 override 
provisions of section 7].

Import of goods shall be deemed to be inter-state supply - Supply of goods imported 
into the territory of India. Till they cross the customs frontiers of India shall be treated 
to be a supply of goods in the course of inter-State trade or commerce - section 7(2) 
of IGST Act.

Thus, IGST will be payable, at the time of import of goods from customs.

IGST will be payable on value determined under section 3 of Customs Tariff Act on 
value determined under said Act at the point where duties of customs are levied 
on the said goods under section 12 of Customs Act, 1962 - proviso to section 5(1) of 
IGST Act.

Inter-state supply of services - Supply of services in the course of inter -State trade 
or commerce means any supply where the location of the supplier and the place of 
supply are in different States or two different Union Territories or a State and Union 
Territory. However, this is subject to the provisions of section 12 of IGST Act - section 
7(3) of IGST Act.

Import of services shall be treated to be inter-state supply - Supply of services 
imported into the territory of India shall be deemed to be a supply of services in the 
course of inter-State trade or commerce - section 7(4) of IGST Act.

Thus, IGST will be payable, mostly under reverse charge.

Export of goods or services shall be treated to be inter-state supply - Supply of 
goods or services or both, when the supplier is located in India and the place of supply 
is outside India, shall be treated to be a supply of goods or services or both in the 
course of inter-State trade or commerce - section 7(5)(a) of IGST Act.

Supply to and by SEZ developer or SEZ unit shall be treated to be inter-state 
supply - Supply of goods and/or services to or by a SEZ developer or an SEZ unit, 
shall be deemed to be a supply of goods or services or both in the course of inter-
State trade or commerce - section 7(5)(b) of IGST Act.

Supply which is not intra-state supply is inter-state supply - Any supply of goods 
or services or both in the taxable territory, not being an intra-State supply and not 
covered elsewhere in this section, shall be deemed to be a supply of goods or services 
or both in the course of inter-State trade or commerce - section 7(5)(c) of IGST Act, 
2017.
Thus, any supply which is not intra-state supply is ‘inter-state’ supply and will be 
subject to IGST.

Para 5.1 PLACE of SUPPLy of GoodS or SErvICES or boTH 1.82



5.1-3 Meaning of Supply of goods or services or both in the course of intra-State 
trade or commerce
Section 8 of IGST Act make provisions in respect of supply of goods or services or 
both in the course of intra-State trade or commerce, i.e. trade or commerce within 
the State.
Intra-state supply of goods - As per section 8(1) of IGST Act, supply of goods where 
the location of the supplier and the place of supply of goods are in same State or 
same Union Territory shall be treated as intra-state supply. However, this is subject 
to the provisions of section 10 of IGST Act.
further, the intra-State supply of goods shall not include - (i) supply of goods to or 
by a SEZ developer or to or by an SEZ unit (ii) supply of goods brought into India in 
the course of import till they cross the customs frontiers of India (iii) supplies made 
to a tourist under section 15 of IGST Act.
Intra-state supply of services - Supply of services where the location of the supplier 
and the place of supply are in the same State or same Union Territory shall be treated 
as intra-state supply. However, this is subject to the provisions of section 12 of IGST 
Act. further, the intra-state supply of services shall not include supply of services to 
or by a SEZ developer or to or by an SEZ unit. - section 8(2) of IGST Act.
If place of supply of service and location of supplier is in same State, CGST and SGST 
is payable - S No. 64 of Tweet fAQ released by CbE&C on 26-6-2017.
Supply to another establishment of taxable person within the State/Union Terri-
tory with different GSTIN registration - Explanation 1 to section 8(1) of IGST Act 
reads as follows - for the purposes of this Act (i.e. IGST Act)-(i) - - or (ii) - -  or (iii) an 
establishment in a State and any other establishment (*) registered within that State 
or Union Territory - - shall be treated as establishments of distinct persons.

* - The words were ‘being a business vertical’. These have been omitted vide IGST 
(Amendment) Act, 2018, w.e.f. 1-2-2019.

The effect of this amendment is that if a taxable person has another establishment 
within the State or Union Territory with separate registration number, such estab-
lishment will be different taxable persons for GST and CGST and SGST/UTGST will 
be payable if goods or services or both are supplied from one registered establish-
ment to another registered establishment within same State/Union Territory having 
separate registration.

5.1-4 Meaning of India
“India” means the territory of India as referred to in article 1 of the Constitution, 
its territorial waters, seabed and sub-soil underlying such waters, continental shelf, 
exclusive economic zone or any other maritime zone as referred to in the Territorial 
Waters, Continental Shelf, Exclusive Economic Zone and other Maritime Zones Act, 
1976, and the air space above its territory and territorial waters - section 2(56) of 
CGST Act.
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definition of ‘India’ is wide. It covers all landmass of India plus 200 nautical miles 
inside the sea, sea bed and air space above land and territorial waters.

5.2 Place of supply of goods other than imports and exports
As per section 10(1) of IGST Act, place of supply of goods, other than supply of goods 
imported into or exported out of India, will be determined on following basis.

As per section 10(1) of IGST Act, place of supply of goods will be determined on 
following basis, if it is within India (i.e. other than imports and exports of goods).
Place of supply is where movement of goods terminates - Where the supply involves 
movement of goods, whether by the supplier or the recipient or by any other person, 
the place of supply of goods shall be the location of the goods at the time at which 
the movement of goods terminates for delivery to the recipient- section 10(1)(a) of 
IGST Act.
Goods delivered on direction of third person - Where the goods are delivered by the 
supplier to a recipient or any other person on the direction of a third person, whether 
acting as an agent or otherwise, before or during movement of goods, either by way 
of transfer of documents of title to the goods or otherwise, it shall be deemed that 
the said third person has received the goods and the place of supply of such goods 
shall be the principal place of business of such person- section 10(1)(b) of IGST Act.
This would cover sale in transit by transfer of documents of title.
This clause would also cover situation when goods are sent to job worker on the 
instructions of ‘principal’.
Place of supply is delivery to recipient when no movement of goods - Where the 
supply does not involve movement of goods, whether by the supplier or the recipient, 
the place of supply shall be the location of such goods at the time of the delivery to 
the recipient - section 10(1)(c) of IGST Act.
Place of supply in case of installation or assembly - Where the goods are assembled 
or installed at site, the place of supply shall be the place of such installation or 
assembly - section 10(1)(d) of IGST Act.
Place of supply when goods are supplied on board a conveyance - Where the goods 
are supplied on board a conveyance, including a vessel, an aircraft, a train or a motor 
vehicle, the place of supply shall be the location at which such goods are taken on 
board - section 10(1)(e) of IGST Act.
Residual provision - Where the place of supply of goods cannot be determined in 
aforesaid terms, the same shall be determined in such manner as may be prescribed 
- section 10(2) of IGST Act.

5.3 Bill to ship to transaction
Section 10(1)(b) of IGST Act covers supply before or during movement of goods by 
transfer of documents or otherwise. In case of such sale, it shall be presumed that the 
final recipient’s place is place of supply of goods. Thus, if supplier and final recipient 
are in different States, the supply will be inter-state even if goods are delivered in 
the same State on direction of final customer (third party).
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Illustration

Question - raman row, a registered supplier under GST in Mumbai, is directed by 
Nero Enterprises, Kolkata to deliver goods valued at rs 12,00,000 to fabricana of 
Aurangabad in Maharashtra. raman row makes out an invoice at 9% tax rate under 
CGST and SGST respectively (scheduled rate) and delivers it locally in Maharashtra. 
- - discuss and comment on the above levy of tax and determine the tax liability of 
goods in the above circumstances.

Answer - Invoice is wrong. He should have charged IGST to Nero Enterprises, Kolkata 
as per section 10(1)(b) of IGST Act. Now, raman row should first pay IGST and then 
claim refund of CGST and SGST paid by him earlier.
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BIll to ShIP to trAnSActIon [SectIon 10(1) of IGSt Act]

A instructs B to supply goods to c
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A Maharashtra 

b Maharashtra C Karnataka 

A will charge 
IGST to C

Supply goods

b will charge 
SGST & CGST to A

Note : ITC of SGST and CGST will be available to A for paying IGST.

A Maharashtra 

b Karnataka C Maharashtra 

A will charge SGST 
& CGST to C

Supply goods

b will charge 
IGST to A

Note : ITC of IGST will be available to A for paying SGST & CGST.

A Maharashtra 

b Karnataka C Karnataka 

A will charge 
IGST to C

Supply goods

b will charge 
IGST to A

Note : ITC of IGST will be available to A for paying IGST.

A out of India

b Maharashtra C Karnataka 

C is liable to pay IGST as it will 
be ‘deemed import’ by him.

Supply goods

No IGST by  
b to A


