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difference between the concept ofISD .and that of cross, charge. in the ISD concept, only ITC on 
input services which are attributable to other distinct entities are distributable. However, in a 
·cross charge mechanism, all expenses incurred by.a distinc_t person fo1 tb.e pUTJ>QSCl of c.arryirig
out ,iqtivities the outcome of which be1-1efits other distinct persons is requiied to be cross charged.
Cross chacging-of expenses may or may not involve ITC and relates to both goods as well-as 
s-ervices. · 

31. In the case of cross charge, there is an element of service r.endered by the· person who
cross charges his other un.its even thougli they belong to the satne l�gal _entity. On the other hand, 
in the-�e of ISD, there is no element of service at all, but a mere distribution of credit. Further, 
certain expenses like rent paid-on the immovable property, housekeeping services, etc incurred in 
ma:intaining and Operating the .IMO wiU not be distribulable ·under the !SD route, rather they are 
required to be .aJlo<;ated to the i>ther-units only by �Y of cross charge. Therefore,- the argument 
of the Appellant that the 1SD mechanism is squarely applicable to them and not the cross charge 
method is• .not legally correct. The ISD mechanism is purely for the purpose of distributing the 
CGST/SGST/fGST tax on the receipt of input-ser.vi .ces by the office of the supplier of taxable 
goods or services or both having the same· PAN. The- !SD mechanism is subject to certain 
conditions laid down io Section 20 oflhe CGST Act. As per the ISD provisions, the office of the 
·supplier of taxable .goods or services or both receives tax invoices for input services which.are
used by all their units having the same PAN. The ITC on such invoices is distributed to the other
units having the same PAN.

32. In the instant case, the issue 1s not re:g!lrdiilg the distribution of ITC by the IMO. During
the personal hearing, the. ½dvo�te hacl stated that as on date,.,lbe 4ppe1'ant bad not obtained an
LSD regisiration and they were in the process of doiog so. We will not dwell on this aspeet as it is
not relevant to the issue at hand. Tbe question that emerges in this appeal is whether the IMO is
providing a service to. its other distinct units l>,Y way of carrying <>ut activities such as a:ccountiug,
administrative work, etc wilh the use of the . services of the personnel working in the IMO, the 
outcome of which, benefits all the other units and whether such activity is to be treated as a: 
-taxable supply in terms of'the tintry 2 .of Scbedule-J read with S\lction i of the eGST Act, In

view of our findings and discussions ,above, we· clearly answer the question in the affirmative.
The cost .of the employees working in the IMO is an integral pan of the cos:t of the services
rendere_d by·the [l\,fO to its other distinct units. The. services 6fthe employees a:nbe WO in so
'far as they are ben!)fitting the� other registered units of the Appellant. will n.ot be termed as
'emplo.yee•employer relationship· and will th'erefore not fall within- the purview of' entry l to
Schedule Ill 

33. The Appellant has placed reliance on a few CESTAT ·decisions (cited supra) to butttess
their case, We have gone-through all case Jaws reli.ed upon a,id liold that the said ·decisions will
n.ot Ile. applicable, to the matter at hand since they were rendered in the context ofthe Service Tax
law. The taxable event under the Service Tax laVv' ai19 under GST are vastly different and hence
the ratio of decisions rendered in the light Qf tlie taxable event under $ervice l;ax provisions.
cannot lie applied to the transactions under· GST regime. As such the. case laws reli·ed upon by,
the Appellant are not of any assistance to this case.

14. In V1ew of the above discussions, we uphold the Ruling dated 27.07.2018 pa:ssed by the
Karnataka Authority for Advance Ruling as under:
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The lndia Management Office (IMO) of the Appellant is providing a service to its 
other distinct units by way of carrying out activities such as accounting, 
administrative work, etc with the use of the. serv.ices of the employees working in the 
IMO, lbe outcome of which benefits all the other units and such activity is to be 
tr-eated as a taxable supply in terms of the entry 2 of Schedule I read with Section 7 
ofthe CGST Act 

35. The appeal is disposed off in the above n'lanner.
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