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LET’S ANALYSE ABOVE DEFINITION

GST Impact on Advances/Security Deposits/Retention Money etc.
We know that for Sale of Goods or Supply of Services, the most important concept in GST 
is the “Considera�on”, and Sec�on 2(31) of CGST Act, 2017 defines it’s as

Provided that Deposit given in respect of goods or services or both shall not be consid-
ered as payment made for such supply unless the supplier applies the Deposit as consid-
era�on for the same supply.

“2(31) Considera�on in rela�on of Supply of Goods and Services includes-

From above defini�on, we find that.
1. There should be a direct nexus between supply and the considera�on. In many cases   
    Courts have said that Considera�on” should be towards and iden�fiable ac�vity.”

2. Considera�on can be in form of money or money’s worth -it means that payment in  
    kind, like providing goods and services qua, a specific supply would also be covered   
    under ambit of term considera�on.

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 not include any subsidy given by 
The Central Government or State Government.

The monetary value of any act or forbearance, whether or not voluntary, in respect 
of, or 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 not include any subsidy 
received from the Central of State Government.
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Deposits made by person will be considered as supply only when the person 
applies it towards supply of goods or services.



DIFFERENCE BETWEEN DEPOSIT AND ADVANCE

TREATMENT OF MOBILIZATION ADVANCE UNDER GST
We know that a Contractor generally receive, Mobilisa�on Advance, from customer to 
start work. Same shall be adjusted against the bills raised by the contractor.
In this case the Contractor is obliged to discharge GST liability on Mobiliza�on Advances, 
when it receives it or at the �me of raising of invoice for such Mobiliza�on Advance, 
whichever is earlier.
The recipient of services (developer) will be en�tled to claim ITC, only when that mobiliza-
�on advance is adjusted against bills raised by Contractor.

TREATMENT OF MATERIAL ADVANCES UNDER GST
When an agreement contemplates payment of material advances i.e., an advance 
amount towards supply of goods is required to be paid, the levy of GST will be governed 
by the date of transfer of �tle of goods.

Note that when advance has been paid before GST and supply has been made a�er 1st 
July then the contractor will be required to fulfil GST liabili�es.
Form above it is clear that the liability of GST will be discharged by the contractor at the 
�me of transfer of �tle of goods.
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Deposit

A sum of money paid by the contractor to 
the developer, and which is u�lised by the 
developer on the occurrence of a con�ngent 
event.

A sum of money payable by the service 
recipient (developer) to the service provider
(contractor), at the ini�a�on of contract and 
the same advance shall be adjusted against 
considera�on on supply of goods or services.

In case a con�ngent event does not happen,
the deposit shall be refunded to the 
contractor.

It does not refundable.

Advance

It is generally refundable and is adjusted 
only on occurrence of a con�ngent event.

An advance is never refundable, instead, it is 
necessarily adjusted against the subsequent 
payments to be made by the service recipient.

Deposit will not qualify as considera�on 
un�l happening of some con�ngent event 
a�er which it shall be adjusted as 
considera�on.

Advance will always qualify as considera�on 
and shall be adjusted against supply of goods 
or services.



TREATMENT OF RETENTION MONEY UNDER GST
Generally, in majority of contracts, the customers retain a part of the invoice amount, the 
said amount is paid, post the comple�on of the tenure of the contract.
Sec�on 13 of CGST Act, 2017 provides that works contractor would be required to deposit 
the tax on the en�re invoice amount, irrespec�ve of the fact that only part of the invoice 
amount has been paid by the recipient.
It may be noted that the recipient would not be allowed to take the ITC of the tax (and 
would need to reserve propor�onate credit to the extent of non-payment plus interest), 
propor�onate to the amount of considera�on not paid, the recipient will be able to claim 
ITC only on payment of considera�on.

TREATMENT OF SECURITY DEPOSIT UNDER GST

SUMMARY

Security Deposit is also be treated as Deposit; we have discussed earlier. A contractor may 
provide Security Deposit in various forms, such as Bank Guarantee, EMD, FD etc. and 
same shall be refunded on comple�on of contract.
A contractor is liable to discharge GST liability of Security Deposit only when same has 
been adjusted on happening of a con�ngent event as defined on the Agreement.
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Nature of Payment

Security Deposit It is generally paid by contractor to the
developer as safeguard against some 
con�ngent event (such as non-comple�on of 
contract, faulty work, non-performance of 
contract) and same shall be refunded if said 
con�ngent event does not happen and hence 
dose not considered as a part of 
“Considera�on”. 
If same will be adjusted as a considera�on on 
the supplier has to discharge GST liability in 
said amount.

Mobiliza�on Advance The contractor is liable to discharge its GST 
liability at the �me when it receives the
mobiliza�on advance or the date on which 
the invoice for such advance is raised 
whichever is earlier.

Reten�on Money The contractor would be required to deposit 
the tax on en�re invoice amount, irrespec�ve 
of the fact that only part of the invoice 
amount has been paid by the recipient.

Material Advances When contractor received an advance 
towards supply of goods or materials the 
leviability of GST will be governed by the date 
of transfer of �tle of goods.

Time of Supply



COMPLIANCE 
CALENDER 
DECEMBER 2020

GST

Income Tax

GSTR 9 FY 18-19 31-12-2020
GSTR 9C  FY 18-19 31-12-2020
GSTR 3B NOV 2020 (Turnover in the previous financial 
year more than Five Crores) 20-12-2020

GSTR 3B SEP 2020 (Others) 22-12-2020
GSTR 1(Turnover more than Rs. 1.5 Crores) 11-12-2020

Deposit of TDS 07-12-2020
Tax Audit Report u/s 144 for AY 2021 31-12-2020
ITR of Non-Audit Cases AY 2020-21 31-12-2020

Form 8 by LLP 31-12-2020

Payment for the month of NOV 2020 15-12-2020

Payment for the month of NOV 2020 15-12-2020
Return Filing for the month of  NOV 2020 25-12-2020

Due date for holding Annual General Mee�ng (AGM) 
for the Companies registered under Companies Act 
pertaining to the Financial Year 2019-20

31-12-2020

Companies Act

ESI

PF
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