MAHARASHTRA AUTHORITY FOR ADVANCE RULING

GST Bhavan, 1st floor, B-Wing, Mazgaon, Mumbai - 400010,

(Constituted under section 96 of the Maharashira Goods and Services Tax Act, 2017)
BEFORE THE BENCH OF

(1) Shri B. Timothy, Addl. Commissioner of Central Tax, (Member)
(2} Shri B. V. Borhade, Joint Commissioner of State Tax,[ Member)

| GSTIN Number, if any/ User-id

URD /271900000172ARY

Legal Name of Applicant

Fotary Club of BMumbai Nariman Point

Fegistered Address/ Address provided
while obtaining user id
Cormresponding Address

C/ o Aashish Chitlangia
9. Parekh Vora Chambers, 66, N, M. Road,
Fort, Mumbai - 400023,

Details of application

GS5T-ARA, Application No. 142 Dated 29.05.2019

Concerned officer

Division-IX, Commissionerate Mumbai South

Mature of activitv(s) (proposed / present)
im respect of which advance ruling sought

A | Category - )
B | Description (in brief)

Rotary Clubs and Rotary Districts consists of association
of persons, joined fogether to underoke social activitics
without any profit motive, Funds collected as fees are
pooled together to be expended for meeting expenses &
forwarding o iniermational office for sdministrotive

e L o

Isswe/s on which advance ruling
regquire:d

{i} classification of goods andior services or both

(v} determination of the lability w pay tax on any goods
or services or both

wi} Whether applicant is required 1o be registered under
the Act

(¥i) Whether any particular thing dene by the applicant
with mespect toany pouds amdfor services or both

amounts 10 or results o3 supply of gosds and'or
|_services o both, within the meaning of that term

ighis) on which advance ruling is | As reproduced in para 01 of the Proceedings below.
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FROCEEDINGS
{Under section 98 of the Central Goods and Services Tax Act, 20017 and the Maharashira

Goods and Services Tax Act, 2017)
The present application has been filed under section 97 of the Central Goods and Services
Tax Act, 2017 and the Maharashira Goods and Services Tax Act, 2007 [hereinalier referred to as
“the CGST Act and MGST Act™] by M/S. Rotary Club of Mumbai Nariman Point, the applicant,

seeking an advance ruling in respect of the following questions,
A Whether contributions from the members in the Administrabion Accoont recovered
for expending the same for the weekly and other meetings and other petty administrative

expenses incurred including the cxpenses for the location and light refreshments, amounis

to or results in a supply, within the meaning of supply?
2, If answer to question no. 1 is afTirmative, whether it will be classilied as supply of godds

or services?



3. Whether the applicant would be a Taxable Person under the provisions of the Act?

4. IT answer 10 question no.3 is aflirmative, who shall be person responsible under GST, as
office bearers keep on changing every year?

5 Whether the said collection of funds under commaon pool and spending back on the same
said contributors, would entail 'supply' as defined in the law.,

. I'F answer to Question no.5 is affirmative, whicther the same would be supply of goods or services?

Al the outser, we would like to make it-clear that the provisions of both the CGST Act and
the MGST Act sre the same except for cemain provisions, Therefore, unless @ mention is
specifically made to any dissimilar provisions, & reference to the CGST Act would also mean a
reference e the same provision under the MGST Act, Further to the carlicr, henceforth for the
purposes of this Advance Ruling, the expression *GST Act” would mean CGST Act and MGST Act.

r FACTS AND CONTENTION — AS PER THE APPLICANT

Statement of relevant facts having a bearing on the question(s) raiscd

1 Rotary' is an International organization having clubs in 216 countries engaged
in humanitarian and charitable scrvices.

ey These services ore execuled through various districts comprising of many Clubs,

o r il .-;;.3-:.]"';: _ In order to facilitate the meetings and administration, fees are collected from members.
i

T-'lu‘ "These amounts are then uscd for administration and meetings.

.

. 5| | In some cases the amount so collected is likely to exceed Rs.20 lacs, being the threshold

!
,.l' Tof registration under GST Act. 2017.

=

J I/;{nriﬁ::aliun as regards to "MNature of Fees". There are three administrative lavers;

n o " 1. /" Clubs in Rotary (like that of the Applicant).
S """.’1'_’-— District of Rotary: Comprises of many clubs, normally 100 & above where district policies
for the clubs are formulated.
Receipts of Rotary Club can be broadly dividend into following categories:

1. Club receiving Fees from its members: These are purely collected to defray its expenditure
on meetings and communications. Mo facilities/benefits are provided such &s recreation,
etc by Individual clubs,

.l District receiving its payments from Clubs to meet the expenses of Administration

since one district comprises of more than 100 clubs.

These dues are towards:

(a) Postage, printing, communication ete and

{b) Sending the fees to International [Institution at USA for service activities
and International administration. Distriet receiving fees from s members constituted as

cabinet to draft policy. Plans and give direction to Clubs in erder to execute policies and



social activities, Again it is needless 1o mention that no Tacilities or benefits are provided

such as recreation, eic. Thus our prayer specifically relates to non-applicability of GST on;

. Club member fees

2, Duistrict fees collected from Clubs &

3, Any other payment being disbursed to Rotary International as annual contribution on

behalf of the Members as no facilities/benefits are being provided.

In addition 1o that a separate Administration Account 15 also being run which is being managed
by vearly elected members, wherein based on certain estimation done at the commencement of
the vear, sums are recovered from all the members for expending the same for the weekly and
other meetings and other petty administrative expenses incurmed. The expenses meurred for the
weekly meetings include the expenses for the location and light refreshments.

These meetings are held for all the members to meet from time to time to review existing
activities for keeping a tab on the same and consider new projects for execution. It is in these
weekly meeting that the charitable proposals are considered, discussed and approved or rejected
for taking up as a likely cause for execution by the members, The projects already executed or
underway are also discussed to keep a tab on the progress of a project or to ascertain the benefit

. that a particular praject is yielding.

r-”ff_f_l_"'_f_:'ra % These contributions collected are spent by the end of the year and generally thene isa deficit
/#’-ﬂm wﬁiq.l'?-%:n borne by the Dffice Bearers for the said year in guestion or Members from their
¥ " ;:lcu:l-.'ms for the weekly meetings or a meagre surplus. The Admin Account is being managed as
if it ilnl ﬁué,-l'_-,- an agent of the members and no actual service is being extended 10 the mem bers.
I-urrirc 1ore, on perusal of the Constitution & Bye-Laws (the same shall be produced at the lime

4 .'"i.ﬁ'..ﬂ - &1 e personal hearing), it clearly indicates that the administration and working of the Association

and Implementation of policies are established and are implemented on the concept of mutually.
Each member is equally represented with individual Identity and status thereby, establishing the
fact of complete transparency i.e. the ldentity between the contributors and the participators of the
Association and Foundation.

For the purposes of the accounting of the said affairs of the Administration fccount, the
year is followed from st July to 30th June of the following year.

(fice Bearers are all holding Honorary Posts and are holding such posts for a period of
only | vear, hence their address keeps changing cach year. Our address, for correspondence is also
Office of another Honerary Office Bearer who has allowed us to use his address as address for
communication,

Rotary International and all it's member clubs are required t¢ maintain two separate bank

accounts, one for administrative expenses and other for donationscharity. The receipts in



donations/charity account are used exclusively for the purpose of donation/charity and no amount
is utilized for administrtion purposes.
The receipts in our Rotary Club Administrative account are majorly comprised of the
following: Receipts from Indian Member clubs
(i) Annual collection from AMfembers, {being based on the budget for the year, on the basis
of collecting the sums under common pool for spending during the rest of the year)
(i)  Entrance fees from new member (iFany)
(11} Bank Interest {if any)
Expenses are generally in the form of:

i} Mecting expenses

i1} Printing of Circulars

iil) Stationary

iv) Postage

¥) Greetings

vi) Fees payable to International office

vii) Fees payable to District office

[t is seen that amounts collected by way of fees are only pooled together for the sake of

Convenience,

We understand that the principal of mutuality applies in the present case wherein the

ik R PP
"“"‘“*1.?:-11{: tions are being collected merely to spend back on the members themselves. There is no

.-"q;r’r f@ .;msm'b tion whatsoever. Even in case of a visiting guest at the meetings, estimated amount of
h | Lwﬁugmmemﬂ from the Guest thus ensuring the collections on this account are spent entirely

incurred in meeting the common objective of betterment of socicty, Hence we are not recovering
any taxes on the contribution being recovered from the members. There is no other income being
earned by the said Administrative Account and generally each year is a deficit.

The purpose of holding the said meetings as per the Club is as under:

All the meetings conducted would be to promote the Five Avenues of Service being Club
Service, Vocational Service, Community Service, International Service & New Generalions viz,
o promote charity and overall well being of society.

Further, the eollection of the sums against the reimbursement of the expenses is being done
as per following understanding:

The budget for the forthcoming year shall be prepared by the incoming president in
consultation with his team of board members and pleced before the Members for approval. Based
on the approval wowards the budget for the following year, the annual reimbursement charges o

4
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be recovered from each member will be finalised which would then be formally communicated 1o
cach member to remit. The said reimbursement would include the reimbursement owards
payvment for RI per capita dues, a subscription to The Rotarian or a Rotary regional magazine,
district per capita dues, towards the meetings, and any other Rotary or district per capita
assezament,

Advance ruling is being sought about taxability or otherwise under the Act, of
contributions received from the members in the Administration Account for expending the same
for the weekly and other meetings and other petty administrative expenses.

Hotary Clubs and Rotary Districts consists of association of persons, joined together 1o
undertake social sctivities without any profit motive, Funds collected as fees are pooled together
to be expended for meeting expenses & forwarding to intemational office for administrative
expenses. Surplus ifany is used for charitable activities.

The Applicant, Rotary Club of Mumbai Nariman Point is a group of likeminded people
from different fields and industry. working towards the betterment of the society by carrying out
various charitable causes and activitics through a Charitable Trust that is registered under the

Bombay Public Trusts Act, 1930 and section 12AA of the Income tax Act 1961, These charitable

thio
rﬂg;‘ﬁlﬂ-lﬂi_l:l under section 124A of the Income Tax, 1961 (43 of 1961) by way of charitable
activitiey are exempted under GST, hence the Trust is not registered under GST.

_ various other channels and accruals of the corpus fund. Since services by an entity

T - H : 1
£ WCE IiL't,_.Eit'&qﬂ are being carried oul from the donation recerved from members, amount collected
S

I," - _n addition to that a separile Administrution Account (Admin Account) iz also being run
nﬁ?ﬁ is being managed by yearly elected members, wherein based on certain estimation done at
the commencement of the year, sums are recovered from all the members for expending the same
for the weekly and other meetings and other peity administrative expenses incurred. The expenses
incurred for the weekly meetings include the expenses for the location and refreshments,

These meetings are beld for all the members (o mect from fime fo lime 1o review exisling
activities for keeping a ab on the same and consider new projects Tor execution. It is in these
weekly meeting that the charitable proposals are considered, discussed and approved or rejected
for taking up as a likely cause for execution by the members. The projects already executed or
underway are also discussed to keep a tab on the progress of a project or (o ascertain the benefit
that a particular project is vielding.

These contributions collected are spent by the end of the pear and penerally there is a
deficit which is then borne by the Office Bearers for the said year in question or Members from
their pockets for the weekly meetings or a meagre surplus, The Admin Account is being managed

as if it is purely an agent of the members and no actual service is being extended to the members,



For the purposes of the accounting of the said affairs of the Administration Account, the vear is
followed from 1st July to 30th June of the following year.

In the context of GST. definition of persons is provided ws.2{84) of the CGST Act, 2017,
A per said definition, there is no deeming fiction to treat association and member as different
persons. Hence, in our humble opinfon, the key condition to tax a transaction w'’s.7(1Ha). that
supplier and recipient must be different, is not satisfied. Hence the transaction of providing
services by an association o its members should not be taxed w/is 771 )(a).

Earlier in service tax regime. courts, in several cases held that in absence of deeming
fiction, treating club‘association & its member as distinct person, service tax shall not be payable.
Thereafter to nullify the above decision w.ef. 01072012 clause (a) to Explanation 3 1o Sec.65B
provided that an unincorporated association or body of persons, as the case may be and member
thereof shall be treated as distinet persons. Such deeming fiction, it is most respectfully submitted,
is not provided under the current GST regime.

Further, the said transaction between the club and its members also does not fit into the
definition of “"Supply” owing to the different limbs of the definition ie. "busincss™ &
"consideration”

' Hence, it is prayed that the subscription received from Members should not be subjecied

to G5 T bz it is a contribution towards common expenditure to conduct the meetings and mecting

© other petly administrative expenses and since no facilities or benefits of any kind are being

provided out of the said sums so collected in a common pool, Thus, there is no 'supply’ of any
goods orservices in the présent case,
- In view of the above, the Tellowing questions are being framed. on which, Advance Ruling

=73 being sought;

. Whether contributions from the members in the Administration Account. recovered
for expending the same for the weekly and other meetings and other petty administrative
expenses incurred including the expenses for the lecation and light refreshments, amounts
to or results in a supply, within the meaning of supply?

.S IF answer to question no. 1 is affirmative, whether it will be classified as supply of goods
ar seryices?
3; Whether the applicant would be a Taxable Person under the provisions of the Act?

[T answer o question ne.3 is affirmative, whao shall be person responsible under GST, as
office bearers keep on changing every vear?

3. Whether the said collection of funds under commaon pool and spending back on the same
said contributors, would entail “supply' as defined in the law,

. [T answer 1o Question no. 5 is affinmative, whether the same would be supply of poads or services?

i Statement containin i i tion of law sndor fa

may be, in respect of the aforesaid questiongz)




Applicant believes that the principal of mutuality applies in the present case wherein the
contributions are being collected merely 1o spend back on the members themselves. There is no
other commercial consideration whatsoever. Going with principal of mutuality, twe distinct
persons are missing. Even in case ol'a visiting guest at the meetings, estimated amount of expense
recovered from the Guest in the form of Guest Fees, thus ensuring the collections on this account
are spent entirely on the members only.

Since, there s no commercial consideration involved in the process, just that the funds
are collecied in a common pool for meeting the expenses for the weekly meetings and other petty
expenses incurred in meeting the commaon chjective of betterment of society. The amount being
collected from the members is reimbursement of expenses or share of contribution. We do not
function on commercial basis. Hence we are nol recevering any taxes including GST on the
contribution being recovered from them.

The common pool is being spent back on the members only.

In absence of two distinet persons and alse in absence of consideration, as defined under
the Act, in our opinion, contributions received from the members in the Administration Account

o l;*wm,{ld mol qualify as a Supply within the meaning of the term, as defined under the Act.
A" :

T'he applicant is of the opinion that its contributions from the members is not covered

i
..fi?:rr 1 2T undber Sloply by one to another', since the basic fact of the said transaction happening between
= { Wi mmme and independent persons / entities would itself be missing.
| i
-._' h ga - y has been delined w include all forms of supply of goods and‘or services such as

ansfer, barter, exchange, license, rental, lease or disposal made or agreed 1o be made fora
=rnsideration by a person in the course or furtherance of businesy, Accordingly the definition
has the following main ingredicnts -

* There should be two distinet persons

* Supply should be for 2 Consideration

= Supply should be in the course or furtherance of fusiness

Consideration in relation to the supply of goods or services has been defined o include
any payment made or (o be made, whether in money or otherwise, in respect ol in response Lo,
or for the inducement of, the supply of goods or services, whether by the recipient or by any other
person but shall not include any subsidy given by the Central Government or a State Government
and the monctary value of any act or forbearance, whether or not voluntary, in respect of, in
response o, or for the inducement of, the supply of goods or services, whether by the recipient or
by any other person but shall not include any subsidy given by the Central Government or a Staie
Government.
PRINCIPLE OF MUTUALITY




Warious case laws are here below referred: though directly not decided under the Act in questions:
would help throw light on principle of mutuwally:

The three conditions dipulated by the Judicial Committee in the case of Englich and Scottich
Joint Co-Operative Wholesale Society Lid v. Commre, OF Agei LT, (1948) 16 TR 2T00PC);
existence of which establishes the doctrine of Mutuality, They are as follows (page 559).

1) The Mdentity of the contrebutors to the fund and the recipients from the fund

2) The trearment of the company, though incorporated as a mere entliy for the convenience of the
members and podicy hedders, fn other words, as on msirament obedient to their mandote | and

2 The [mpassibifity that cowiributors should derive profits from confributions  made
by themselves iooa furd wiich cowld enly be expended or retarmed 1o ihemselves.”

In the case of CFT vs. Bankimpir Club Lid, 226 ITR 97 also the Hon'ble Court discussed the
principles of mutuality and a1 page 103 held as follows:

It should be noticed that in the case of a mutual society or concern (including a member's ¢lub),
there must be complete identity between the class of contributors and the class of participators.
The particular label or form, by which the mutual association 15 known 15 of no conscquence, The

said principle which has been laid down in the leading decisions and emphagized in the leading

'. .:r_ ﬁm“bh text books mentioned above, has been explained with reference to Indian decisions in
f| i Loy
h;_r";' " e '.'Th?’kaw and Practice of Income tax* (English edition Volume 1, 1990} by Kanga and Palkhiwala
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at pape 113 thus:
f?‘.e contributors o the comman fund and the partfcipators in the surpduy must be an
rical body. That dees not mean that each member showld conrribute to the commaon fund
F;:ﬁm each member showld participate in the swplus or gel back frone the surplus precisely
what e was paid “The Madras, Andfira Froadesh and the Karnataka High Court fave held chat
the text of mutuality doex nol reguire thar the comiribators fo the common fund showld willv-
ity distribute the surpluy amongs? themselves) o s enough [ they fene a right of dispoial
aver the surplus and in exerclse of thar vight they may agree thae ron winding up the suvplus
will be iransferred 1o a similar association or wed for some charitable objects.,
SUPPLY:
As per Sec. 0 of the Central Goods & Services Tax ("CGST™) Act, 2017, levy of tax is on an event
called "supply”. Scope of supply is stated w’. 7. Relevant portion of said provision is reproduced
below for ready reference;
"Sec.T #1) for the purposes of this Act, the expression "Supply” includes
a) all forms of supply of goods or services or both such as sale, transfer, barker, exchange,
license, rental lease or disposed made or agreed to be made for a consideration by a

person in the course or furtherance of business



¢) the activities specified in Schedule | made oragreed to be made without a consideration
To tax the transaction between an association or club and its members, said ransaction
miList either fit either under clause (a) or clause (o) above
Clause (a) covers all farms of supply of goods or services or both such as sale transfer, barter
exchange license rental lease or disposal made or agreed fo be made for a consideration by a
person in the course or furtherance of business. Hence, following ingredients must be satisfied:
a. There must be supply of goods or services or both for a consideration
b, And such supply must be in the course or furtherance of business
[t must be noted that both the ingredients must be satishied o tax the transactions. IF only one is
satisfrcd, transaction cannot be taxed under the referred clausc.
BUSINESS: -
The term "business” 15 defined wis 2¢17). For our discussion clause (&) of said definition 15 relevant
and hence reprodduced below for ready refercnce;
71 "business” includes-—-
(e} provision by a club association society or any such body (For a subscription or any other

Ly ; T consideration) of all the facllivies or bonefiis io is members”

m the above definition it is clear that for getting satisTied under the term "business’, there
cilities or benefits to its mermbers”

Ir:llr:ase of Botary Club, as we have discussed above, the members of the ¢lub come together
o :.:m_;l:.r fur‘rsﬂlcial cause ard there |3 nelvher furtherance of any business of benefits or facilities to the members.
N W et ~___-’_-.i" From the above it can be interpreted that, to satisfy the definition of "Business”, there must

""Ens:.-z_smne benefit'facility to its members.
In our case there is no benefit facility to the members of the Rotary club,
Further it can be seen whether the supply of services between club and its members is for a
consideration.
CONSIDERATION: -
It is worthwhile to refer to the definition of "supplier” as provided wi 2(105) & “receipt” as
provided ws2(93). Both the definitions are reproduced below.
Sec. 2{105) "supplier” in relation 10 any goods or services or both, shall mean the person

supplying the said goods or services or bath and shall include an agent acting as such on behalf of
such supplicr in relation to the goods or services or both supplied

Bec. 2093) "recipienmt” of supply of goods or services or both, means:

(a) Where a censideration is payable for the supply of goods or services or both, the person

to who is liable to pay that consideration;



(b) Where no consideration is payable for the supply of goods, the person to whom the goods
are delivered or made available, or to whom possession or use of the goods is given or
made available: and

(¢) Where no consideration is payable for the supply of a service, the person 10 whom the
service is rendered, and any reference to a person to whom a supply is made shall be
construed as a reference to the recipient of the supply and shall include an apent acting
as such on behall of the recipient in relation 1o the goods or services or both supplied.

Co-joint reading of both the definitions provides that where a consideration is involved in a
transaction, the recipient is the "person” who pays the consideration to the "supplier”. Hence two
different persons have been envisaged m the law to tax o transaction as a supply made for a
consideration,

Mow the question to redress may be that whether the club and its members can be treated as
different persons?

Recent Circular: -

"OST" Is levied on Intra=State and Inter-Staie supply of goods and services.

_ According to section T of CGST Act, 2017, the expression "supply® includes all forms of
g..yp;p‘tg\m poods or services or both such as sale, transfer, banter, exchange, license, rental, lease or
d't;["msa.l"'_ﬂlﬂndc or ngreed to be made for a consideration by a person in the course or further of
business, Iand includes activities specified in Schedule [1 to the CGST Act, 2017,

T]_je definitlon of busingss in section 2(17) of OGST Act siates that "Business” includcs
H-f-:wisigﬁ by a club, association, society or any such body (for a subscription or any other
Eméiﬂeralinn} of the facilities or benefits to its members.

- The term persons is defined in section 2(84) of the CGST Act, 2017 w include an
association of persons or & body of individuals, whether incorporated or not, in India or outside [ndia.

Further, Schedule 11 of CGST Act, 2007 enumerates activities which are 1o be treated as
supply of goods or as supply of services. [U states in para? that supply of goods by any
unincorporated association or body of persons 10 a member thereof for cash, deferred payment or
other valuable consideration shall be treaied as supply of goods. 4 conjoint reading of the above
provisions of the law implies that supply of services by an unincorporated association or body of
persoms (AOQP) to a member thereof for cash, deferred payment or other valuable consideration
shall be treaied as supply of services. The above entry in schedule 11 §s analogous to and draws
strength from the provision in Article 366(29A K e) of the Constitution according to which a tax on
the sale or purchase of goods includes a 1ax on the supply of goods by any unincorporaled

association or body of persons to a member thereaf for cash, deferred payment or other valuable

consideration.”



Following observations may be noted in reference to the above circular.

a. Above circular has not considered the definition of "supplier” as well as "recipient”™ before
taxing a transaction ws.7¢1)a). There must be two different persons to tax a transaction
under said provision. Merely becanse an association of person has been included as person
w's,2(84) does not imply that members of such association are different persons.

b. Circular has invoked the concept of deemed sale as provided under Article 366/294) of
the Constitution. It must be noted that clause (e} of said Article only enables o ax supply
of poods by an association (o its members as deemed sale. 1t does not enable to tax supply
of service as a deemed service. Even para 7 of Sch 11 only covers supply of goods by any
unincorporated association. It does not cover supply of services unless provision similar to
that of deemed sale is made either in the Constitution or the Act, services provided by an
association to its members cannot be taxed.

C, Invoking the concept of "deemed sale” shall result in countless litigation. This is because
Schedule - 11 of the CGST Act, 2017 is at any many places in direct conflict with Article
366/29A). Hence the said circutar will open Pandora's Box full of litigation,

- T —

i F_-,-:Eﬂ'ai"ing whether the tmnsaction between an associafion and its member can be taxed w71 Hc)

o ——— = =
7 Said‘elwise covers activities specified in Schedule 1, made or agreed to be made without a
. ¥

4 b conshleration. 17 self-supply is taxable, it must be covered under Schedule 1. Entry number 2 af

Schedule | provides that supply of goods or services or both between related persons or between

"= distinct pérsons as specified in section 13, when made in course of furtherance of business shall be

\.x: i L u;_uyc'_"_.mmbprs are not covered under section 25 as distinet person. Hence only thing to be
- |-I'|.A i S

o

"-“-‘a-—;'c'ﬁ;cl-:cd is whether an association and its member are related person. Explanation w's 15 of CGST
Act, 2017 defines related person. Said explanation is also reproduced below for ready reference:
'Explanation. - For the purposes of this Act, -

a) Persons shall be deemed to be "related person” if-

i} Such persons are officers or directors of one another's business;

i) Such persons are legally recognized parners in business;

i) Such persons are employer and employee;

iv) Any person directly or indirectly owns, controls or holds twenty-five percent or maore
of the outstanding voting stock or shares or both of them;

v} One of them directly or indirectly controls the other,

vi) Both of them directly or indirectly controlled by a third person;

vii) Together they directly or indirectly control a third person; or ;

viii} They arc the member of the same family;

b} The term "person” also includes legal persons;

£) Persons who are associated in the business of one another that one is the sole agent or
sole distributor or sole concessionaire, howsoever described, shall be deemed o0 be
related.’



On perusal of above list one can conclude that there must be two or more persons who can

be considered as related owning to the above conditions.

From the forgoing analysis we pray to submit that transaction between an association or
club and its member will not be covered within the scope of supply w7 of the CGST Act, 2017,

Henece the same shall not be taxable.

Comparative Analysis of the Purpose of Formation of the Lions Club vis-3-vis Rotary Club

' To take an actve interest in the civic, cultural,
social and moral welfare of the tnmmun‘it_'r.

o unite the members in the bonds of Fr.i:m;lnl'ii.p,
Er.'a-ud :I:c[|-|.'lw5]"|.i]:l and mutual md.:'rsl:und:inﬁ.
T provide a forem for the open discussion of
all matters of Fuh!‘ie interest Prm':idqd
however that ]:l-arl:':an P-'_'-l'i.li:: and sectarian
religion shall not be debated by clulb membara

To ENCOUTAZE SerUice m inded Fmpﬂn oy Berrg

Liors Club Rotary Club of Mumbal Nariman Point

Prirpose: -

To create and foster & spirlt of understanding Pursue 15-1: uh]l;:-l:l.‘ of Rotary; carny our successiul

amimmg the peoples of the world, service projects based on the 5 avenues of service
To promete the principles of good government | (Club Service, Vocational Service, Community
and good citizenship. Service, International Service, Youth Service)

Object is b encourage and . foster the idéal of
service as a basis of worthy enterprise and
particularly, & encourage and foster; Development
of acquaintance as an opporiunity for service,
High ethical standards in business and profession,
recognibion of worthiness of all useful ooccupations;
dignifying _each Rotarian's sccupabien ps an
QP]:!n.rh.:mh" to sorve ann‘h

Application  of the ideal of ssrvide In each
Rotarian's persanal, business and cammunity life

1.1-

pmlmu

communily  without personal financtal
. amd o encowrage . efficiency  and

hlgh cthical standards in commerce,
ind’u'-um rpmfesﬁlmu public Works and private

endedaviolrs. (Ref, imfemal Pages T & 2 of the Coustitution;
o |(Ref B & af the AAR Drder passed i the case Pages 2-3 of the Paper Book for Adisidn
Y.« = lof Ligns @ub) Droceoments)
= T

Advancement of internabonal  wnderstanding,
gondwill, and peace through a world of fellowship
of business amed professional persons united i the
bdeal of service.

arative Analvsiz of the Charitable / Welfare Activitizs of the Lions Club vis-i-vis Rotary Club

Botary Claly of Mumbal Marman Poimt  Charitable
Trust

Charitable Actvitcs ;

CHalretes awarcness rally

wabtch Bharat Activities

Various activitics taken for physically
dizabled students

Distribution of school bags and schoel dress,
school kits te neoedy students

F.':,'n ci'bm:'l-rul:r camps and  wvemon el
activitied For the public.

Rehabilitation of street beggars and
distribution of various items b generates
income like weighing scales

Wedical Checkup camps, Biood denation
CATTE,

Motivating lecs for activity for the public,

Eef. Page 9 of the AAR Order passed in the
cage af Lions Clah)

Distribution of Jaipur Foots to the handicapped.

Mzdical Relief Progects: Annam {free food for the necdy
1.'|'|i||:|n:r|il.- Bioad chrxk:inﬁ,fn: dial}l::i:l-, Blood donation camp,
Heartng alds for children, Medical aid reimbursement,
Adedical f'_umps [Nimg], I:h'g.:m Donation awareness drive,
Dunn‘th‘la bedical Equipn-&:l"ll at Government Hnapiul._.
fonitribution fowards Polic Eradication
4t {17 T

estoration of school, Computer donation, Edwecation
smivtance for kids with ]1|13.‘I.'II'|E d::ablll:h.-' L11:Ha-r_'|.' program
for children, Awarding scholarships, Talent contest for
mentally challenged students, Vocational awards, Seminan
for awarenass onomicro credif for women.

Comnrenity Wellire Prafects: Anna Dhan Project (Free foog
for patients' relative / comparicn), Dongri Bemand Hom
suppott, Cookers and Benches at Railway Station, Marathoy
Support for needy candidates (from Ladhak), Toilet Blocks
Talent Show for Sendor Citizens, ek, (Ref. Page 18 of th
Paper Book for Trust Documents, being Hie list of achivitied
carriced out fn EY, 20017-18)

| Purposc/ Oljects as per Trugt Deed:




Affording all type of Medical relief and aid in terms o
morey, hospitalisation, consultatiors and confere
including _setting wp of hospitals or other medica
insklutions and runndng them or grantng of subscripti
-ufu.'t domations in them for administering medical relief
the poor and needy. Affording all types of help i
providing cash, food, clothing and shelter to the poar am.:i
reedy Including orphans and widows. Establishing o
affording all types of help for sufferings, soc
unhappiness, poverty, helplessness or bo any instifution fol
the alleviation of human suffering. Promoting the social
and economic uplifting, melfare of the public in rural areas
and more particularly covering varlous achvities in the
socic-econpmic, agriculture, animal husbandry, ceterinary
medical and education Gelds. Giving  assistance  fol
education and setting up of schools, colleges or othe
educational institutions and running them or granting
donation to them. Promoeting programmes of upliftment of
artisans, workers, echnical and other personnel engaged in
industrial sector including  activities of training  ang
development of skills and thelr socio economic upliftment
E:lt.ul:r]:ishi:ng_. maintenance  and sUppRerk aof  Hlbraries
muspums and reading reom for advancement of education
and knowledge in general, Giving financial assistance bo
peap]e affected |:|:.-' natural calamitzes such as urlhqua.
flonds and droughts or to any organdsation engaged b
Fm\::ir]h'lg wurch redief f:iu:ing financial agsictance to FII_'I|:|11I
and nesdy people in the form of inderest fres koans Fy
maintenance and support. Carrying on scientific rese-ar-cl1
in the fields on industry, medicine and / or agriculiu
Subscription, contribution and / or donation to any puhbli
charitable trusts or funds or institutions, associations
societies, organisations or bodies for promotion of any o
the aforesaid obsects and, Any other object of genecal publi

| wility -

™ T‘hﬁp activities are carried out by Rotary Club of Mumbai Nariman Point in separate entity

'. " ﬁ'g Fotary Club of Mumbai Nariman Point Cheritable Trust which is registered and

cognized wis 12A / w/s.BOG of the Income Tax Act 1261 Charitable Trust and also registered

with Charity Commissioner and recognized as such,

04. CONTENTION - A5 FER THE CONCERNED OFFICER

Mo written submissions have bean made by the jurisdictional office.

05, HEARIMNC:

The Preliminary hearing in the matter was held on 23.04.2019. Sh. Sheetalprakash
Khandelwal, CA. & Sh. Aditya Nemani, C.A., appeared, & requested for admission of their

application. Jurisdictional Officer was not present.
The application was admitted and called for final hearing om 02.08,2019, Sh,
Sheetalprakash Khandelwal, C.A. Sh, & Sh. Aditya Nemani, C.A. appeared, made oral and
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written submissions, Jurisdictional Officer Sh. Rahul Dhingra , Asstt, Commr, of CGST, Division
- X, Mumbai South Commissioncrate also appeared and made oral submissions.
06. OBSERVATIONS

We have gone through the facts of the case, documents on record and submissions made

11'}‘ both, the applicant ag well as the jurisdictional offica,

Applicant has stated that they are an organization which collects fees from their members
in order o facilitate their meetings and for administrative purpeses. The expenses incurred for
the weekly meetings include the expenses for the location and light refreshments. These
meetings, where charitable propesals are considered, discussed and approved/ rejected are held
for all the members so as review existing projects/activities and also to consider new projects for
execution. They have further submitted that their prayer specifically relates to non-applicability
of G5T on : 1, Club member fees; 2. District fees collected from Clubs & 3. Any other payment
being disbursed to Rotary International as annual contribution on behalf of the Members, They
have also submitted that Admin Account is being managed by them as a pure agent of the
members and no actual service is being extended to the members. They have stressed that the
[‘h{;ﬁ# e of mutuality exists in their case and therefore I:hr.::.-' are not liable for GST on the

t-n.' bank accounts, one for administrative expenses and other for donatong/charity.
"I'“I'hc_r.I HL'I_JIPIR in donations/charity account are used exclusively for the purposse of
/charity and such amounts are not utilized for administration purposes.

We tind, as per their submissions that, their receipts majordy comprise of (ijAnnual
collection from Members, (i} Entrance fees from new member (if any) and (iii) Bank Interest (if
any ). We also find that Expenses are generally in the form of: i)Meeting expenses, il)Printing of
Circulars, iii) Stationary, iv) Postage, v) Greetings, vi) Fees payable to International office and vii)
Fees payable Lo District office,

We also observe that the applicant has submitted that the meetings are conducted to
promate the Five Avenues of Service being Club Service, Vorational Service, Community
Service, International Service & New Generations viz. to promote charity and overall well-being
of gociety. We alan {ind that funds collected a8 fees are pooled together bo be expended for
meeling expenses & forwarding o international rotary office for administrative expenses and
only surplus, if any, B wsed for charitable activities, [t has been submitied that the applicant and
their members are not fwo disbinct persons; there is absence of consideration in their case, and
therefore contributions received from the members in the Administration Account would not

qualify as a Supply within the meaning of the erm, as defined undar the Act.
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The entire submissions made by them are in defense of their contention that the fees ete.
collected by them from members are not liable to GST and the principle of mutuality exists
between the applicant and its members.

"The applicant has raised the following questions:

i Whether contributions from the members in the Administration Account, recovered
tor expending the same for the weekly and other meetings and other petty administrative
expenses incurred including the expenses for the location and light refreshments,
amounts to or results in a supply, within the meaning of supply?

.2 If answer to question ne. 1 is affirmative, whether it will be classified as supply of goods
OF Services?

Whether the applicant would be a Taxable Person under the provisions of the Act?

4. If answer to question no.3 is affirmative, who shall be person responsible under GST, as
office boarers keep on changing every year?

8 Whether the said collection of funds under commoen pool and spending back on the same
said contributors, would entail 'supply' as defined in the law.

£, If answer to Question no.3 is affirmative, whether the same would be supply of goods or
services?

We find that as per the definition of “person” under the GST Act, 2017, there are two persons

namely, the applicant and the other person being the “member” of the applicant. Hence the

cF -'.l‘-.?_:"{fhl_!_:r,n’urganizat:-nn and member are distinct entities, The GS5T law has given very wide

5 1. 0 N . ) . . .
?'ml“Ifl.: k&nn for services, which will cover any activity other than which involves Euﬂds, money

. K
and ‘siéodrities. Therefore the activity of the applicant in as much as they are striving to set high

cthical sthndards in business and profession, recognition of worthiness of all useful cccupations,

¢ d:ignifyifllg each Rotarian's occupation as an opportunity to serve society, application of the ideal

Py I"_;.lr .;i_pﬁdcu in each Rotarian's personal, business and community life, exclusively for their
N PRLR BT

ﬂem}m can clearly be considered as service being provided by the respondents to it members.,

Under the G5T ACT consideration in relation to the supply of goods or services has been
defined to include any payment made or to be made, whether in money or otherwise, in respect
of, in response to, or for the inducement of, the supply of goods or services, whether by the
recipient or by any other person but shall mot include any subsidy given by the Central
Covernment or a State Covernment and the monetary value of any act or forbearance, whether
or not voluntary, in respect of, in response to, of for the inducement of, the supply of goods or
services, whether by the recipient or by any other person but shall not include any subsidy given
by the Central Government or a State Covernment.

From the above inclusive definition of the term ‘consideration’ it can deasively be
construed that the membership fee callected by the ¢lub from i members & not only meant foe
meeting administrative expenses, but is also towards setting high ethical standards in business
and profession, recognition of worthiness of all useful ocoupations, dignifying each Rotaran's

occupation as an opporlunity toserve society, application of the ideal of service in each Eotarian's
1]



persanal, business and community lite, exclusively for their members, Thus, any membership
fee collected by the applicant from its members will definitely be understood as ‘consideration”
as the same has been paid for supply of services”,

Applicant has fulfilled both the conditions prescribed by Section 7 of the CGST Act; firstly
that such supply ie made by them in lieu of consideration and secondly, such supply has been
made in the course or furtherance of business since the term business includes provision by club,
association, society, or any such body (for a subscription or any other consideration) of the
facilities or benefits to its members,

Thus, both the conditions stipulated for “supply’ under the GST Laws having besn
adeqguately tulfilled leads to the conclusion that transaction between the applicant & i members
are nothing but supply, and accordingly will attract GST. Under the GST Law, the intent or
objective of any club or association is immaterial in so far as the Jeviability of GST is concerned.

As per Section 2{17) of CGST Act, “business” includes-

feld any frade, COMMErce, manifacire, profession, vocation, adventure, wager ov any other
similar activity, whether or not it (s for a pecuniary benefis;

{hl any activity or fransaciion i connection with or incidental or aneillary to swb-clause fal;

{c! any activity or transaction in the nawre of sub-clawse (a), whether or not there s volume,

Cwupply or acquisition of goods including capital goods and services in connection with
£ mr’m et or closure af business;
."n:'_;.:r.l.'ﬂjr, Asion by a clwh, asseciation, secicty, er any such body (for a subscription or any otfer

af & leensed book maker in such club, amd
{1} coney activity ar fransaciion undericaken by the Central Government, a Siate Government or any
docal auihority fn which they ave ehpaped ay peblic awihorivies,

Im the context of the ST Laws the objectives or the purpose of the applicant is

inconsegquential, ginee there s no mention of term such as objective or purpose in the definibon
of the kerm "business” under the GST Act”

The facts in the subject case are similar to the facts in the case of M/s Rotary Club of
Queens Mecklace, which has been decided by us earlier. In view of the above observations made
by this Authority and also in view of the observations made in case of M/s Rotary Club of
Queens Mecklace, we are of the opinion that the amount collecked as memberchip subseription

and admission fees from members 1s lable to GST as supply of services,

06, In view of the extensive deliberations as held hereinabove, we pass an order as follows

L1



ORDER

(Under section 98 of the Central Goods and Services Tax Act, 2017 and the Maharashtra
Loods and Services Tax Act, 2017

NO.GST-ARA- 142/20158-19/B- ax Mumbai, dt. ;gfggf‘w;a

For reasons as discussed in the body of the order, the questions are answerad ths -

Duestion 1> Whether contributions from the members in the Admimistration Account,
recovered for expending the same for the weekly and other meetings and other
petty administrative expenses incurred including the expenses tor the location
and light refreshments, amounts o or results in a supply, within the meaning of
supply?

Answer ;- Answered in the affirmative.

Question 2:-  [f answer o question no. 1 is affirmative, whether it will be classified as supply
of goods or services?
Answer - It will be classified as supply of services

Question 3:- Whether the applicant would be a Taxable Person under the provisions of the
Act?
Answer - Answered in the affirmative, subject to provisions of Section 22 of the GST Act.

Question 4= If answer to question no.3 is affirmative, who shall be person responsible under
5T, as office bearers keep on changing every year?
ANSwer - The applicant is liable to pay G5T and not the office bearers.

Question 5= Whether the said collection of funds under commaon pool and spending back on
the same said conbributors, would entail 'supply’ as defined in the Lasw.
Anawer - Answered in the affirmative.

Question 6= If answer 1o Question no.5 ks affirmative, whether the same would be supply of
goads or services?
It will be classified as supply of services

: ';'I e mh— ) —

; ;;;4/ B. TIMOTHY B. V. BORHADE

= (MEMBER) (MEMEER)
cﬂl!r Tipi- CE'“F
|. The applicamt IED TRUE CoPY
2. The concemed Central / State officer ' ’I,ﬁ.._:
3. The Commissioner of State Tax, Maharashtra State, Mumbal N
4. The Chief Commissioner of Central Tax, Churchgate, Mumbai MEMEER
5. Joint commissioner of State Tax . Mahavikas for Website. ADVANCE RULING ORITY

Note = An Appeal against this advance ruling order shall be made he!ure iﬁf ﬂ:ﬂm&!ﬁ]l + WM

Appellate Authority for Advance Ruling for Goods and Services Tax, 15" floor, Air India
huilding, Nariman Point, Mumbai — 400021.
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