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for a day of inspiration, technical learning, and 

motivation from distinguished speakers. It marked 

the beginning of bigger dreams and broader 

perspectives.

We also encouraged holistic development through 

Indoor Sports activities, promoting balance between 

academics and well-being, and Professional 

Muqabala (Cricket Tournament), which fostered 

healthy competition, camaraderie, and bonding 

among members.

Our vibrant Ganpati Celebration beautifully blended 

tradition with togetherness, strengthening the 

cultural and emotional fabric of our branch.

Hosting two prestigious national-level gatherings 

was a matter of immense pride:

• A 2-Day National Conference of Members, 

offering high-quality technical sessions and 

networking opportunities.

• A 2-Day National Conference on Direct Tax, 

addressing critical and contemporary taxation 

issues with eminent speakers from across the 

country.

One of the most defining highlights of the year was 

Festopia – CA Students Youthfest, where our students 

not only showcased extraordinary talent and 

enthusiasm but also created a world record — a 

historic milestone that placed our branch on a larger 

map.

Additionally, our various Career Counselling Sessions 

guided students at crucial crossroads, helping them 

make informed decisions about their professional 

journeys.

Mobile No. :  89760 74320

E-mail        :  cadaya2011@gmail.com

Chairperson
Vasai Branch of WIRC of ICAI

As I pen down this final message as Chairperson of 

the Vasai Branch, my heart is filled with gratitude, 

pride, and countless memories. This tenure has been 

more than a year of events — it has been a journey of 

v i s ion ,  teamwork ,  g rowth ,  and  co l lec t i ve 

achievement.

We commenced the year on an inspiring and 

energetic note with the Women's CA Run, celebrating 

strength, resilience, and the spirit of womanhood in 

our profession. It was not just a run, but a powerful 

statement of unity and empowerment.

Throughout the year, we remained steadfast in our 

commitment to professional excellence. A series of 

insightful seminars and webinars covering emerging 

professional developments, regulatory updates, and 

practical insights ensured that our members and 

students stayed ahead in a dynamic environment. 

Knowledge sharing remained at the core of our 

mission.

Our responsibility extended beyond the profession 

into society. Through impactful CSR initiatives, 

including a Blood Donation Camp and Health Check-

up Camp, we reaffirmed that as Chartered 

Accountants, we serve not just businesses but the 

community at large.

For our student fraternity, the year was truly 

transformative.

AARAMBH – the CA Students Mega Conference 

brought together hundreds of aspiring professionals 

CA Daya Amit Bansal

ॐ सव� भव�ु सु�खनः , सव� स�ु िनरामयाः ।

सव� भ�ािण प��ु, मा कि�द्दुः खभा�वेत्।

ॐ शा��ः  शा��ः  शा��ः ॥
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In the concluding phase of our tenure, we also 

conducted several meaningful initiatives including 

the Accounting Museum Setup, a Public Meeting on 

the Union Budget, and the Annual Dinner 2025, which 

provided an opportunity for members to connect, 

reflect, and celebrate together.

This year was not merely about conducting 

programs — it was about creating impact and 

building legacy.

Our collective efforts translated into remarkable 

recognitions:

• 2nd Best Branch under Large Category at WOFA %

2.0

• 2nd Best Branch of Students Association under %

Mega Category at WOFA 2.0

• 2nd Best Branch of WIRC at Regional Level under %

Large Category

• Certificate of Appreciation for Students %

Association under Mega Category at Regional Level

These achievements are a testament to the 

unwavering dedication of our committee members, 

the enthusiastic participation of our students, the 

valuable support of our members, and the constant 

encouragement from our well-wishers.

I would like to extend my heartfelt gratitude to all our 

members and students. Without your continuous 

support, encouragement, and participation, none of 

this would have been possible throughout the year. It 

is because of your collective efforts that our branch 

proudly achieved the 2nd Prize at the national level 

across all branches — a moment of immense pride 

for all of us.

Leadership is never an individual accomplishment — 

it is a shared journey. Together, we converted vision 

into action, challenges into opportunities, and 

aspirations into achievements.

As I sign off, I do so with immense satisfaction and 

deep gratitude. The tenure may conclude, but the 

spirit, momentum, and unity we have built will 

continue to propel the Vasai Branch toward greater 

heights.

With heartfelt thanks and best wishes for an even 

brighter tomorrow.

Warm regards,

CA Daya Amit Bansal
Chairperson

Vasai Branch of WIRC of ICAI
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Mobile No. :  9821668189

E-mail        :  harkhani123@gmail.com

CA Amit Harkhani

1.  Background & Facts of the Case

Mr. X, a person located in India, received an 

export order from a foreign client situated 

outside India. Pursuant to the order, Mr. X 

commenced preparatory act iv i t ies for 

execution of the proposed export and incurred 

various expenses in the ordinary course of 

business.

However, before completion of the transaction 

and prior to any actual export of goods or 

completion of service the foreign client 

unilaterally cancelled the order. Upon such 

cancellation, the foreign client reimbursed Mr. X 

for the expenses already incurred.

The amount received was specifical ly

described as reimbursement / compensation 

for cancellation of the order and not as 

consideration for any service rendered.

2. Issues for Consideration: 

The fo l lowing key  quest ions  ar ise  for 

examination under GST law,

1. Whether the reimbursement / compensation 

received by Mr. X constitutes a “supply” under 

Section 7 of the CGST Act, 2017?

2. If yes, whether such receipt is liable to GST?

3. Whether the amount can be treated as 

“export of service” under GST law?

3. Scope of Supply: 

As per Section 7(1)(a) of the CGST Act, 2017, 
“supply” includes all forms of supply of goods 
or services or both, made or agreed to be made 
for a consideration by a person in the course or 
furtherance of business.

For any receipt to be taxable under GST, the 
following two conditions must coexist:

• There must be a supply of goods or services, 

and

• There must be a direct and proximate nexus 

between the supply and the consideration 

received.

Key Test:

Is the reimbursement consideration for a 

supply?

• If YES à Taxable

• If NO àNot a supply àNot taxable

4. Reimbursement – Not Automatically a 
Supply: 

GST law does not tax reimbursements but It 

taxes consideration for supply.

Therefore, reimbursement may be:

• Taxable, or

• Non-taxable,

depending upon the underlying reason for 

which the payment is made.

GST Implications on Reimbursement Received on
Cancellation of Export Order
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5. Possible Legal Interpretations of 
 Reimbursement: 

I n t e r p r e t a t i o n  1 :  R e i m b u r s e m e n t  a s 
Consideration for Supply (Taxable)
Where:

• Expenses are incurred in one's own capacity, 

 and

• The same are recovered from the client as 

 part of the price of service,

Then:

• Reimbursement forms part of consideration

• A supply exists

• GST is payable

Key principle:

What is reimbursed is irrelevant but why the 
amount is paid is decisive.

Interpretation 2: Reimbursement as “Pure 
Agent” (Rule 33 of CGST Rules, 2017)

Under Rule 33, reimbursement is excluded from 

the value of supply only if all prescribed 

conditions are satisfied, such as:

• The supplier acts as a pure agent of the 

 recipient,

• Expenses are incurred on behalf of the 

 recipient,

• The amount is separately indicated in the 

 invoice, and

• The recipient is liable to pay such expenses.

In such cases:

• A supply exists, but

• Reimbursement is excluded from taxable 

 value, and

• GST is not payable on that portion.

R u l e  3 3  a p p l i e s  o n l y  w h e n  t h e r e  i s  a n 
underlying taxable supply, which is not the 
situation in the present case.

I n t e r p r e t a t i o n  3 :  R e i m b u r s e m e n t  a s 
C o m p e n s a t i o n  /  L i q u i d a t e d  D a m a g e s 
(Schedule II – Para 5(e))

Schedule II, Para 5(e) treats “agreeing to the 
obligation to refrain from an act, or to tolerate 
an act or a situation, or to do an act” as a supply 
of service.

In Eye of the department, liquidated damages 

and penalties were sought to be taxed as 

consideration for “tolerating an act”.

Now Government has clarified by CBIC Circular 
No.  178/10/2022-GST dated 03.08.2022, 
Liquidated damages, compensation, or penalty 

for breach or non-performance of contract do 

not constitute consideration for any supply, 

unless there is a specific contractual agreement 

to tolerate an act for consideration.

Also Clarify that to tax under “tolerating an act”, 

there must be a clear contractual obligation to 
tolerate and consideration for it.

Mere acceptance of liquidated damages or 

compensation for breach or cancellation of 

contract does not amount to an agreement to 

tolerate an act.

6. Application to the Present Case: 

In the present facts:

• There is no contractual obligation on Mr. X to 

 tolerate cancellation.

• Cancellation of the order is a unilateral 

 breach by the foreign client.

• The amount received is compensatory and 

 consequential, meant to reimburse costs 

 already incurred.
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Accordingly, the transaction does not fall under 

Schedule II, Para 5(e) and cannot be treated as 

a supply of service.

7. Whether the Receipt Qualifies as “Export of 
Service”? 

As per Section 2(6) of the IGST Act, 2017, “export 
of services” requires fulfilment of all five 
conditions,

"Export of services" means the supply of any 
service when, 

(I) the supplier of service is located in India;

(ii) the recipient of service is located outside 
India;

(iii) the place of supply of service is outside 
India;

(iv) the payment for such service has been 
received by the supplier of service in 
convertible foreign exchange or in Indian 
r u p e e s  w h e r e v e r  p e r m i t t e d  b y  t h e 
Reserve Bank of India and

(v) the supplier of service and the recipient of 
service are not merely establishments of 
a distinct person.

Critical Failure in the Present Case:

• No service was completed or supplied

• The export order was cancelled mid-way

• The amount received is not consideration for 

 any service, but mere reimbursement

Since the fundamental condition of “supply of 
service” itself fails, the transaction cannot 
qualify as export of service.

8. Final Opinion & Conclusion:

Based on the factual matrix,  statutory 
provisions and binding CBIC clarification, it 

1. The reimbursement received by Mr. X on 

cancellation of the export order is in the 

nature of compensation / liquidated 

damages.

2. S u c h  r e c e i p t  d o e s  n o t  c o n s t i t u t e 

consideration for any supply under Section 7 

of the CGST Act, 2017.

3. The transaction does not qualify as supply of 

service, “tolerating an act”, or export of 

service.

4. Consequently, no GST (CGST/SGST/IGST) is 

payable on such reimbursement.

5. The amount need not be included in taxable 

turnover or reported in GST returns, subject to 

proper contractual documentation and 

accounting treatment.
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Editor: CA Daya Amit Bansal, Published by Vasai Branch of Western India Regional Council of The Institute of Chartered Accountants 

of India

The views and opinions expressed or implied are those of the authors or contribution and do not necessarily reflect those of Vasai 

Branch. Unsolicited articles and transparencies are sent in at the owner's ris and the publisher accepts no liability for loss or 

damage. Material in this publication may not be reproduced, whether in part or in whole, without the consent of Vasai Branch.

DISCLAIMER: The Vasai branch is not in any way responsible for the result of any action taken on the basis of the advertisement 

published in the Newsletter. The members, however, may bear in mind the provision of the Code of Ethics while responding to the 

advertisements.

The Institute of Chartered Accountants of India
Vasai Branch of WIRC
Address: Maxus Mall, B Wing, 7th Floor, Above Maxus Banquet Hall, Temba Road, Bhayandar (West) Thane-401 101.

Contact: 9029858900/8655068901/8976068902 | Email: vasaibranch@gmail.com | Website: https://vasaibranchicai.com/
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