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CBIC clarifies treatment of sales promotion schemes under GST 
 
The Central Board of Indirect Taxes and Customs (CBIC) has recently issued a circular1 clarifying various issues 
relating to the treatment of sales promotion schemes. The clarifications are summarised below: 
 

 Free samples and gifts 
Goods or services or both supplied free of cost will not be treated as supply (except in the case of activities 
mentioned in Schedule I of the Central Goods and Services Tax [CGST] Act, 2017). However, input tax credit 
(ITC) will not be available on the inputs, input services or capital goods to the extent used in relation to such 
gifts or free samples, except in cases where such gifts or free samples are treated as a [deemed] supply under 
Schedule I of the CGST Act. 

 “Buy one, get one free” offers 

o For offers such as “buy one soap and get one soap free” or “get one toothbrush free with the purchase of 
toothpaste,” there is no individual supply of free goods but is a case of two or more individual supplies 
with a single price being charged for the entire supply. It can at best be treated as supplying two goods for 
the price of one. 

o The taxability of such a supply would depend on whether it is a composite supply or a mixed supply as 
defined in CGST Act.  

o The supplier would be eligible to claim ITC on inputs, input services and capital goods used in relation to 
the supply of goods or services or both as part of such offers. 

 Discounts including “buy more, save more” offers 

o Discounts that would be eligible for deduction from the taxable value of the supplier include: 

i. Upfront discounts offered by suppliers (e.g. discounts on the invoice based on the quantity/ value, 
which may be higher for high quantity/ value procurements); or 

ii. Periodic discounts based on the total quantum of purchases, when established in the terms of 
agreement entered into at or before the time of supply. 

o The recipient would need to reverse the ITC. 

o The supplier will be eligible for availing full ITC on inputs, input services and capital goods used in 
relation to the supply of goods or services or both on such discounts. 

 Secondary discounts 

For secondary market schemes, where discounts are announced after the original supply, the supplier can issue 
commercial credit notes. However, such discounts would not be eligible for any deduction from the value of the 
supply under section 15(3)(b) of the CGST Act, as it was not known at or before the time of supply. Further, 
there would not be any impact on the ITC in the hands of the supplier. 

 
The takeaways 
This is an important clarification, as there were multiple views prevailing on the GST implications of sales 
promotional schemes. There have also been reports of tax authorities launching investigations on various 
assessees on such schemes, and this circular will put all such disputes to rest, while giving clarity to the industry 
on how to devise sales promotion schemes in the future. 
  
The clarification is silent on one aspect, which is, the situations where secondary sales promotion schemes 
potentially being treated as subsidies. The industry will look forward to clarity on this issue as well. 
This circular, along with recent legislative changes to allow consolidated credit notes on discounts, is indicative 
of the CBIC adopting a liberal philosophy. 



 
1
 Circular No. 92/11/2019-GST dated 7 March 2019 

 
If your interest lies in a specific area or subject, do advise us so we can send you only the relevant alerts. For any 
additional information, please reach out to your PwC relationship manager or write in to 
pwctrs.knowledgemanagement@in.pwc.com  
 
With Best Regards  
PwC TRS Team 
 
 
 

About PwC  

At PwC, our purpose is to build trust in society and solve important problems. We’re a network of firms in 158 countries 
with more than 250,000 people who are committed to delivering quality in assurance, advisory and tax services. Find out 
more and tell us what matters to you by visiting us at www.pwc.com. 

In India, PwC has offices in these cities: Ahmedabad, Bengaluru, Chennai, Delhi NCR, Hyderabad, Kolkata, Mumbai and 
Pune. For more information about PwC India's service offerings, visit www.pwc.com/in  

PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. Please see 
www.pwc.com/structure for further details.    

©2019 PwC. All rights reserved 

Follow us on Facebook, Linkedin, Twitter and YouTube. 

© 2019 PricewaterhouseCoopers Private Limited. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers Private Limited (a limited 
liability company in India having Corporate Identity Number or CIN : U74140WB1983PTC036093), which is a member firm of PricewaterhouseCoopers 
International Limited (PwCIL), each member firm of which is a separate legal entity 
 
Our Tax & Regulatory Services Direct Tax     Indirect Tax       Transfer Pricing        Regulatory        M & A                   
Tax Controversy and Dispute Resolution    Financial Services 
NOTE : If you wish to unsubscribe receiving communications, please send in a blank email as reply to this mail with subject line "Unsubscribe".   

 

http://www.pwc.com/
http://on.fb.me/ZeYMDE
http://linkd.in/186VxRE
http://bit.ly/Z1pmhr
http://bit.ly/1NslMrH
mailto:contact.dt@in.pwc.com
mailto:contact.idt@in.pwc.com
mailto:contact.tp@in.pwc.com
mailto:contact.regulatory@in.pwc.com
mailto:contact.mna@in.pwc.com
mailto:contact.tcdr@in.pwc.com
mailto:contact.tcdr@in.pwc.com
mailto:contact.fs@in.pwc.com

