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Summary 

The Karnataka Authority for Advance Ruling (AAR) has held that the activities carried out by 

a liaison office (LO) in India, such as business promotion of head office (HO) incorporated 

in Germany amounts to ‘supply’. The applicant and its HO are deemed to be related 

persons.  

Therefore, even in the absence of any consideration, activities performed by the applicant 

falls under the scope of supply as it is in relation to furtherance of business. Further, the 

AAR held that the applicant and HO shall be treated as establishments of distinct persons 

and the activities performed by them cannot be classified as export of services.  

Facts of the case 

• The applicant1 is an LO situated in 

Karnataka. The HO of the applicant is 

incorporated in Germany and is 

engaged in promotion of applied 

research. 

• The applicant sought an advance ruling 

before the Karnataka AAR to 

understand whether the activities 

carried out by the LO for the HO 

amounts to supply of services and 

whether such LO is required to obtain 

registration under the Goods and 

 

1 Fraunhofer-Gessellschaft Zur Forderung (Liaison 

Office in India) 

Service Tax (GST) and is liable to pay 

GST.  

Karnataka AAR observations and ruling2 

• Applicant covered under definition of 

‘person’: The Reserve Bank of India (RBI) 

has recognised the applicant and 

conferred on it certain duties along with 

placing certain restrictions. Therefore, 

the applicant falls under the definition 

of person3 that also covers every 

artificial juridical person.    

• Activities done by applicant covered 

under definition of ‘business’: The AAR 

2 KAR ADRG 50/2020 dated 8 October 2020 
3 Section 2(84) of the CGST Act, 2017 
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stated that the activity of the applicant 

falls within the definition of ‘business’ as 

it is ancillary to the main business 

activity of the HO. Therefore, the 

applicant is involved in business4.  

• LO and HO are deemed to be related 

persons: The applicant has admitted 

that they are involved in promoting 

business of the HO in India and they act 

on behalf of the HO for its customers in 

India. Thus, the applicant (LO) and their 

HO are deemed to be related persons5.    

• Activities performed by applicant 

constitute ‘supply’: The activities 

performed by the applicant falls within 

the scope of supply6 as it is in relation to 

furtherance of business even in absence 

of consideration. Such supply of 

services amounts to inter-state supply7. 

Therefore, the applicant shall be liable 

to obtain GST registration8.  

• Activity not an export of service: The HO 

is outside India and hence the HO has 

 

4 Section 2(17) of the CGST Act, 2017 
5 Section 15 of the CGST Act, 2017 
6 Section 7 read with Schedule I of the CGST Act, 

2017 
7 Section 7(5) of the CGST Act, 2017 

an establishment in India. Thus, the 

applicant (LO) and their HO shall be 

treated as establishments of distinct 

persons9. Therefore, the LO and its HO 

are distinct persons and the activities 

performed by them cannot be called 

export of services10. 

• Applicant is an ‘intermediary’: The 

applicant is facilitating supply between 

the HO and its customers in India. 

Further they have a mandate from RBI 

for this purpose and are restricted to 

not make any supply on their own. Thus, 

the applicant is a distinct legal entity 

covered within the definition of 

intermediary11.  

8 Section 24 of the CGST Act, 2017 
9 Section 8 of the IGST Act, 2017 
10 Section 2(6) of the IGST Act, 2017 
11 Section 2(13) of the IGST Act, 2017 
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12 Takko Holding Gmbh 
13 Habufa Meubelen B. V.   

 

14 M/ Hitachi Power Europe Gmbh 

Our comments 

The Karnataka AAR has held that the activities carried by LO amounts to supply. Contrary 

to this, the Tamil Nadu AAR12 had earlier held that LO is nothing more than an extended arm 

of the HO and performs no separate functions other than those specified and approved by 

the RBI. Similar ruling was also pronounced by the Rajasthan AAR13 and the Maharashtra 

AAR14.  

Existence of such contrary rulings create confusion amongst the taxpayers and may give 

rise to further litigation. A clarification from the government on this issue will surely be 

helpful in preventing unnecessary litigation on this account.   



 

Grant Thornton Tax Alert  
 

To know more, please visit www.grantthornton.in or contact any of our offices as mentioned 

below: 

NEW DELHI 

National Office, 

Outer Circle, L 41, 

Connaught Circus, 

New Delhi - 110001 

T +91 11 4278 7070 

 

NEW DELHI 

6th Floor, Worldmark 2,  

Aerocity, 

New Delhi - 110037  

T +91 11 4952 7400 

 

AHMEDABAD 

7th Floor, Heritage 

Chambers, Nr. Azad 

Society, Nehru Nagar, 

Ahmedabad – 380 015 

BENGALURU 

5th Floor, 65/2, Block A, 

Bagmane Tridib, Bagmane 

Tech Park, CV Raman 

Nagar,  

Bengaluru - 560093 

T+91 80 4243 0700 

 

CHANDIGARH 

B-406A, 4th Floor, L&T 

Elante Office Building, 

Industrial Area Phase I, 

Chandigarh - 160002 

T +91 172 4338 000 

 

CHENNAI 

7th Floor, Prestige Polygon, 

471, Anna Salai, 

Teynampet, 

Chennai – 600018 

T +91 44 4294 0000 

 

DEHRADUN 

Suite No 2211, 2nd Floor,  

Building 2000, Michigan 

Avenue,  

Doon Express Business 

Park,  

Subhash Nagar, 

Dehradun - 248002 

T +91 135 2646 500 

 

GURGAON 

21st Floor DLF Square 

Jacaranda Marg,  

DLF Phase II,  

Gurgaon 122 002 

T +91 124 462 8000 

HYDERABAD 

7th Floor, Block III, White 

House, 

Kundan Bagh, Begumpet, 

Hyderabad - 500016 

T +91 40 6630 8200 

 

KOCHI 

6th Floor, Modayil Centre 

Point, Warriam Road 

Junction, MG Road 

Kochi - 682016 

T +91 484 406 4541 

 

KOLKATA 

10C Hungerford Street, 

5th Floor, 

Kolkata - 700017 

T +91 33 4050 8000 

 

MUMBAI 

11th Floor, Tower II, 

One International Center, 

SB Marg Prabhadevi (W), 

Mumbai - 400013 

T +91 22 6626 2600 

 

MUMBAI 

Kaledonia, 1st Floor,  

C Wing (Opposite J&J 

office) Sahar Road, 

Andheri East, 

Mumbai - 400 069 

T +91 22 6176 7800 

NOIDA 

Plot No 19A, 2nd Floor, 

Sector - 16A, 

Noida - 201301 

T +91 120 485 5900 

 

PUNE 

3rd Floor, Unit No 309-312, 

West Wing, Nyati Unitree, 

Nagar Road, Yerwada  

Pune - 411006 

T +91 20 6744 8800 

 

For more information or for any queries, write to us at contact@in.gt.com 

 

 Follow us @GrantThorntonIN 

 

Contact us 

© 2020 Grant Thornton Bharat LLP. All rights reserved. 

“Grant Thornton Bharat” means Grant Thornton Advisory Private Limited, the sole member firm of Grant Thornton International 
Limited (UK) in India, and those legal entities which are its related parties as defined by the Companies Act, 2013, including Grant 
Thornton Bharat LLP. 

Grant Thornton Bharat LLP, formerly Grant Thornton India LLP, is registered with limited liability with identity number AAA-7677 and 
has its registered office at L-41 Connaught Circus, New Delhi, 110001. 

References to Grant Thornton are to Grant Thornton International Ltd. (Grant Thornton International) or its member firms. Grant 
Thornton International and the member firms are not a worldwide partnership. Services are delivered independently by the member 
firms. 

mailto:contact@in.gt.com

