
ft

TRADE NCYTICE NO; O4l 2O2g-24
DATED: L{:OZ.ZOZZ

subject: clarification on ava ab ity of rrc rn respect of warranty
replacement of parts aad repair services during warranty period.

Kind attention of the Trade & Industries and Departmental OfEcers is invited to
the Circular No. 195 /O7 /2O23-GST issued by the Central Board of Indirect Taxes& Custons (hereinafter referred to as tsoard,). The said Circular is available on
CBIC website https: / /www.cbic. eov.in / htt cbic-

2. various representatioas have been received from trade arrd industry-
that as a co'rmon trade practice, the original equipment manufacturers
/suppliers offer warrant5r for the goods / services supplied by them. During
tJre warranty period, reprracement goods / services are supplied to customers
free of charge and as such no separate consideration is charged and
received at the time of repracement. It has been represented that suitabre
clarification may be issued in trre matter as unnecessary litigation is being
caused due to contrar5r interpretations by tl,e investigation wings and fierd
formations in respect of GST liability as well as Iiabi]ity to reverse ITC
against such supplies of repracement of parts arrd repair services during the
warranty period without any consideration from ttre customers. 

.

3. The matter has been exanined by the Board. In order to ensure uniformity
in the implementation of trre provisions of the raw across the fierd.
foraations, tl.e Board, in exercise of its powers conferred under section
168(1) of the central Goods and services Tax Act, 2017 (hereinafter referred
to as the CGST Act), hereby clarifies as follows:
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S.No. Issue Clarification
I ere are cases where the original

equipment manufacturer offers
warranty for the goods supplied by
him to the customer and provides

Th of original supply of
goods (provided. . along ytrith
warranty) by the manufacturer to
the customer includes the

Ttre value

likely



I
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replacement of parts and/ ot
repaif seffices to the customer
during the waranty period,
without separately charging any
consideration at the time of such
replacement/repair services.
Whet}ler GST would be payable on
such replacement of parts or
supply of repair services, without
any consideration from the
custoEer, as part of warrant5r?

cost of repLacement of parts and/
or repair services to be incurred
during the warrallty period, on
which tax would have already
been paid at the time of originat
supply of goods. As such, where
the manulacturer provides
replacement of parts and/ or
repair services to the customer
during the warranty period,
without sepafately charging any
consideration at the time of such
replacement/ repair services, no
further GST is chargeable on
such replacement of parts and/
or repair service during warranty
period.
However, if any additional
consideration is charged by the
manufacturer from the customer,
either for replacement of any part
or for any service, then GST Erill
be payable on such supply with
respect to such additional
consideration.

2 WhetJ:er in such cases, the
manufacturer is required to
reverse the input tax credit in
respect of such replacement of
parts or supply of repair services
as part of warrant5r, in respect of
which no additional consideration
is charged from the customer?

cases, the value of
original supply of goods (provided
along with warrant5r) by the
manufacturer to the customer
includes the likely cost of
replacement of parts and,/ or
repair services to be incurred
during the {raranty period.
Therefore, these supplies cannot
be considered as exempt supply
and accordingly, the
manufacturer, who provides
replacement of parts and/ or
repair serrrices to the customer
during the \rananty period, is not
required to reverse the input tax
credit in respect of the said
replacement parts or on the
repair sewices provided.

ln such

? Whether GST wouid be payable on
replacement of parts atdf or
repair services provided by a

ere may be instances where a
distributor of a company provides
replacement of parts and

Th

/or
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distributor without any
consideration from the customer,
as part of warranty on behalf of
the marrufacturer?

services to the customer as
part of warranty on behalf of the
manufacturer and no separate
consideration is charged by such
distributor in respect of the said
replacement a::Ld/ or repair
services from the customer.
In such cases, as no
consideration is being charged by
the distributor from the
customer, no GST would be
payable by the distributor on the
said activity of providing
replacement of parts and/ or
repair serrrices to the customer.
However, if any additional
consideration is charged by the
distributor from the customer,
either for replacement of arry part
or for any service, then GST will
be payable on such supply with
respect to such additional
consideration.

repair

4 scenario where the
distributor provides replacement of
parts to the customer as part of
warranty on behalf of the
manufacturer, whether any supply
is involved between the distributor
and the manufacturer and whether
the distributor would be required
to reverse the input tax credit in
respect of such replacement of
parts?

In the above r:oay be cases where ttre
distributor replaces the part(s) to

either by using his stock or by
purchasing from a third party
and charges the consideration for
the part(s) so replaced from the
manufacturer, by issuance of a
tax invoice, for the said supply
made by him to the
manufacturer. In such

distributor on the said supply by
him to the Eanufacturer and the
manufacturer would be entifled
to avail the input tax credit of the
same, subject to other conditions
of CGST Act. In such case, no
reversal of input tax credit by the
distributor is required in respect
of the saEe.
(b) There may be cases where the
distributor raises a requisition to
the malufacturer for the

(a) There

part(s)

the customer under warranty

a case,
GST would be payable by the



.rt
I

I

replaced by him under
warranty and the manufacturer
then provides the said par-t(s) to
the distributor for the purpose of
such replacement to the
custooer as part of warranty.
In such a case, where the
manufacturer is providing such
part(s) to the distributor for
replacement to the customer
during the warranty period,
without separately charging any
consideration at t]-e time of such
replacement, no GST is payable
on such replacement of parts by
the. manufacturer. Further, no
reversa-l of ITC is required to be
made by the manufacturer in
respect of the parts so replaced
by the distributor under
v/arra.rlty.
(c) There may be cases where the
distributor repliaces the part(s) to
the customer under.warranty out
of the supply already received by
him from the manufacturer arrd
the manufacturer issues a credit
note in respect of the parts so
repiaced subject to provisions of
sub-section (2) of section 34 of
the CGST Act. Accordingly, the
tax liability may be adjusted by
the manufacturer, subject to the
condition t]:at the said distributor
has reversed the ITC availed
against the parts so replaced.

to be

5 Where the distributor provides
repair service, in addition to
replacemeflt of parts or otherwise,
to the customer without any
consideration, as part of warranty,
on behalf of the manufacturer but
charges the manufacturer for such
repair services either by way of
issue of tax invoice or a debit note,
whether GST would be payable on
such activity by the distributor?

In such scenario, there
supply of service by the
distributor and the manu-facturer
is the recipient of such supply of
repair services in accordance with
the provisions of sub-clause (a) of
clause (93) to section 2 of the
CGST Act, 2017. Hence, GST
would be payable on such
provision of service by the'
distributor to the manufacturer

lSa
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F entifled to avail the

same, subject to
oti.er conditions of CGST

and the manufactu rer would be

Act.

lnput tax
credit of the

6

customers which can be availed at
the time of original supply or just
before the expiry of the standard
warranty period.
Whether GST would be payable in
both the cases?

provid.e
offers

cSSometirne omparues
of Extended WAITETN to ethty

a customer enters in to an
agreement of extended warranty
with the manufacturer at the .'mg

of original supply, then the
consideration for such extended
warfarrty becomes part of the
value of the composite supply,
the principal supply being the
supply of goods, and GST would
be payable accordingly.
(b) However, in case where a
consumer enters into Ern
agreement of extended warranty
at any time aft.er the original
supply, then the same is a
separate contract and GST would
be payable by the service
provider, whether manufacturer
or the diskibutor or aly third
party, depenrting on ttre nature of
tl'le contract (i.e. whether the
extended warranty is only for
goods or for services or for
composite supply involving goods

(a) r

and services

4. AIl Trade Associations/ Chamber of Commerce, Members of RAC(orgardzed and ssl) falling within the jurisdiction of centra,l csr & cxcom-missionerate, Ranchi are requested to bring the content of tlds TradeNotice to the knowledge of ttreir constituent memlers and other concerns forwider dissemination.

5. Hindi version will follow.

(Dr. Ba.tbir S@)
Principal Q6m rn i 55ie11g1

CGST & CX, Ranchi.
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C.No.GEXCoM/TECH/MrSC/ss}/2O2s_TEcH/ 
Date:

Copy forwarded for information and necessa4r action to:-

(GN

Lb. o',.rors

I Federation of Jharkhand Cha,r,ber of Commerce & Industries,Jharkhand Chnmber Bhawan, Main Road, Raachi g34OO1.
Jharkhand Small lndustries Associatioo, Uiyog Bhawan, KokarIndustrial Area, Kokar, Ranchi_g3400 1
The Director General (systems), Directorate Generar of s5rstems & DataManagement, 4th &Strr Floor, Samrat Hotel, Chanakyapuri, New Delhi_110021.
The Director General, Directorate General of Tax_payer Services, C.R.Building, I P Estate, New Delhi_I1O0O2.

H;:*" 
Commissioner, CenEal GST & CenEaI Excise, Ranchi Zone,

Th-e commissioner (AppeaJ), central GST & central Excise, Ranchi forinformation please.
Th-e Comrnissioner (Appeal), Central GST & Central Excise, patna forinformation please.
The cornnissioner of state Tax, Government of Jharkhand forinforaation please.
The Additionat commissioner, centrar GST & cenkal Excise sub-Comm i ssionerate, Dhanbad.

2

3

4.

5.

6.

7.

8.

9.

10' The Deputy/ Assistant esmrhissisn6l, central Gsr & centrar Excise,BokaroJ Division/ 
lou:r_o_, Division/ Deoghar Division/ Ofr""i"jNorth Division/ DhanAad South Division/ Gi;dih OivisionT,frazaJi[iDivision/ ftarngarh Division/ Ranchi No.tr, oi*,ison/ Ranchi southDivision for information please.

1lz. The Deputy /Assistant Commi55ie11". (Systems), Cenkal GST & Central./ Excise (Hqrs.), Ranchi, wiah request ;; ;;g. tlre uploading of ttrenotice on ttre Departmental website.
12. The flrtrnini5ft.6tiy6 Ofrcer, 

.CGpT & CX (H), Ranchi with request to
. ^ 1rr*C: flre publishing of notice in loca,l ."* f"p.r..13. Notice Board.
14. Guard File.

Assistant Co_moissioner (Tech)
CGST & CX, Ranchi.
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