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Declaration of Value of supply Rules 
 

• Rule 2: Value of supply of goods and/or service between distinct or related 
person, other than through an agent: Following proviso is added: 
‘Provided that where goods are intended for further supply as such by the recipient, 
the value shall, at the option of the supplier, be an amount equivalent to ninety percent 
of the price charged for the supply of goods of like kind and quality by the recipient to 
his customer not being a related person.’ 
 

• Rule 6: Determination of value in respect of certain supplies 
 Sub rule 1: The sub rule provides for the manner of determination of value of  

money changing services, air travel agent services and services in relation to 
life insurance business on notional basis. The rule is revised to provide that 
the methods prescribed in this rule are optional. 
 
L&S Comments: Supplier of above mentioned services can, instead of opting 
the notional value, can determine the actual value of their supplies and 
discharge tax liability thereon. 



 Sub rule 5: The sub rule provides for the manner of determination of value in case of a 
service provided by a person dealing in second hand goods. The Rule is revised to add 
following proviso: 

 
‘Provided that the purchase value of goods repossessed from a defaulting borrower, who is not 
registered, for the purpose recovery of a loan or debt shall be deemed to be the purchase price of 
such goods by the defaulting borrower reduced by five percentage points for every quarter or part 
thereof, between the date of purchase and the date of disposal by the person making such 
repossession.’ 
 

 Sub rule 7: The sub rule provides that value of services provided by notified class of 
service providers as referred to in Schedule I between distinct persons, other than those 
where input tax credit is not available under Section 17(5), shall be deemed to be NIL. 
The rule is revised to provide that value shall be deemed to be NIL only in those cases 
where input tax credit is available.  
 
L&S Comments: Earlier, value could be deemed to be Nil even if credit is not available, 
for the reasons other than Section 17(5). Amendment of the rule provides that if credit is 
not available, for any reason, value cannot be deemed to be NIL. 

 



• Rule 7: Value of supply in case of pure agent: 
 

(A) The rule is revised to omit the words ‘of services’ after the words ‘recipient of supply’ 
contained in opening para. The revised para along with deletion is reproduced below: 

 
‘Notwithstanding anything contained in these rules, the expenditure or costs incurred by the 
supplier as a  pure agent of the recipient of supply of services shall be excluded from the value of 
supply, if all the following  conditions are satisfied, namely……’. 
 
L&S Comments: Now, the concept of pure agent is not limited to services and can be 
applied in case of goods also. 
 

(B) Following conditions, used for determining whether the expenditure incurred by a 
supplier as pure agent is includible in his value of supply or not, have been omitted: 

 
(i) the supplier acts as a pure agent of the recipient of the supply, when he makes 

payment to the third party for the services procured as the contract for supply made 
by third party is between third party and the on authorization by such recipient of 
supply  (Only struck off part is omitted and part highlighted in italics is inserted) 



…..Contd. 
 

(ii) The recipient of supply uses the services so procured by the supplier service provider in 
his capacity as payment made by the pure agent of the recipient of supply; 

 
(iii) The recipient of supply is liable to make payment to the third party; 

 
(iv) The recipient of supply authorizes the supplier to make payment on his behalf;  

 
(v) The recipient of supply knows that the services for which payment has been made by the 

supplier shall be provided by the third party;  
 

(vi) The supplier recovers from the recipient of supply only such amount as has been paid 
by him to the third party 
 

(C) Further in the definition of pure agent, below part highlighted in bold, has been added- 
‘Pure agent means a person who, inter alia, receives only the actual amount incurred to 
procure such goods or services in addition to the amount received for supply he 
provides on his own account.’  



• Rule 9: New rule added for determining the tax amount where the value of 
supply is inclusive of integrated tax or, as the case may be, central tax, State 
tax, Union Territory Tax. 

 
Tax amount =  Value inclusive of tax    * (Tax rate in %) 

   (100+sum of tax rates in %) 
 
 

• Apart from the above, there are certain other minor changes also in the rule. 
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