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Applicability of GST on Deposit or advance money for future supply of services.? 

As per proviso to Section 2(31) of CGST Act, 2017, containing the definition of ‘consideration’, 
it is stated that a deposit given in respect of the supply of goods or services or both shall not 
be considered as payment made for such supply unless the supplier applies such deposit as 
“consideration” for the said supply.  

Further, refundable deposits will not be considered as consideration for supply of goods and 
services. Thus, no GST is leviable.  

However, difference between deposits and advance needs to be understood as per 
commercial contract between the parties while understanding the concept of consideration 
as both are initial payments for future supplies. If deposit is taken as advance for future supply 
of services, then, GST has to be computed on said amount. 

Note: No GST is payable by registered persons (other than composition supplier) on advance 
received on outward supply of goods w.e.f. 15.11.2017 - Notification No. 66/2017- Central Tax 
dated 15.11.2017 (superseding Notification No. 40/2017)  

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER: The views expressed are strictly of the author and A2Z Taxcorp LLP. The contents of 

this article are solely for informational purpose. It does not constitute professional advice or 
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loss or damage of any kind arising out of any information in this article nor for any actions taken in 

reliance thereon. 
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