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GSTAT holds global procurement services
received fromaforeigngroup entity as import
of services and notintermediary services

I ©)

The Principal Bench of the Goods and Service Tax Appellate
Tribunal (‘the GSTAT’), in the case of Dow Chemical
International Private Limited' (‘the appellant’), held that global
procurement services received from Dow Europe GmbH (‘Dow
Europe’), Switzerland, are not intermediary services under
section 2(13) of the Integrated Goods and Services Tax Act,
2017 (‘the IGST Act, 2017’).

The GSTAT held that Dow Europe was rendering substantive
procurement services on its own account as a centralised
procurement hub for the group and was not merely arranging
or facilitating supply between the appellant and third-party
suppliers.

Accordingly, the GSTAT concluded that the services
constituted import of services, the place of supply was in India
under section 13(2) of the IGST Act, 2017 and that the
appellant had correctly discharged IGST under reverse charge
mechanism.
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Facts of the case )

The appellant was engaged in the manufacturing and
distribution of chemical products and had entered into
a Procurement Agreement dated 1 July 2021 with
Dow Europe, a Switzerland-based group entity
functioning as a centralised procurement hub for the
global Dow Group. Under the agreement, Dow
Europe undertook a broad range of procurement-
related activities, including supplier identification,
evaluation, selection and approval, negotiation of
procurement terms, development of sourcing
strategies, review of contracts and purchase orders,
and support across the procurement lifecycle.

During the period January 2022 to June 2022, the
appellant treated the services received from Dow
Europe as import of services and discharged IGST
under the reverse charge mechanism. Thereafter, the
appellant claimed that the services were actually
intermediary services, reversed the input tax credit
availed, and filed refund applications under section 54
of the Central Goods and Services Tax Act, 2017. The
refund claims were rejected by the adjudicating
authority and the first appellate authority, following
which the appellant filed appeals before the GSTAT.

The principal issues before the GSTAT were:

i.  Whether the services provided by Dow Europe
qualified as intermediary services under section
2(13) of the IGST Act, 2017;

ii. Whether the place of supply was governed by
section 13(2) or section 13(8)(b) of the IGST Act;

iii. Whether the services constituted import of
services; and

iv. Whether the appellant was entitled to refund of the
IGST paid.

Appellant’s contentions Q)

The services provided by Dow Europe squarely fell
within the definition of “intermediary” under section
2(13) of the IGST Act, 2017 since Dow Europe merely
facilitated procurement between the appellant and
independent foreign suppliers through activities such
as supplier identification, negotiation of terms,
approval of vendors, and arrangement of procurement.

All the conditions in CBIC Circular No.159/15/2021-
GST dated 20 September 2021 (‘the CBIC Circular’)
were satisfied, namely the existence of three parties,
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two distinct supplies, and a facilitative role played by
Dow Europe without supplying goods or services on
its own account.

The description in the Procurement Agreement of
Dow Europe as an independent contractor did not
negate intermediary status, and that a formal
principal-agent relationship was not necessary
because section 2(13) of the IGST Act, 2017 covers a
broker, agent or ‘any other person’ who arranges or
facilitates a supply.

The remuneration paid to Dow Europe was linked to
procurement activity and computed as a percentage
of the purchases facilitated. This was indicative of a
facilitative or intermediary arrangement.

Reliance was placed on various Advance Rulings
including Airbus Group India Pvt. Ltd.?, Toshniwal
Brothers?, Global Reach Education Services Pvt.
Ltd.4, Gulf Turbo Solutions LLP® and Vservglobal Pvt.
Ltd.%, to support the contention that similar supplier
identification and support services had been held to
be intermediary services.
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Revenue’s contentions Q)

The appellant had incorrectly portrayed a procurement
outsourcing arrangement as a mere facilitation
arrangement. The real question was whether Dow
Europe independently rendered substantive services
on its own account, rather than merely facilitating a
transaction between two parties.

The exclusionary portion of section 2(13) of the IGST
Act, 2017 provides that an intermediary does not
include a person supplying goods or services on his
own account. Dow Europe was independently
performing comprehensive procurement and sourcing
functions for the appellant.

Reference was made to Appendix | of the Procurement
Agreement, which assigned Dow Europe
responsibilities such as procurement strategy
development, procurement governance, supplier risk
management, supplier relationship management,
strategic sourcing, procurement analytics, quality
audits, spend analytics, procurement optimization and
oversight. These were core substantive procurement
services independently rendered by Dow Europe using
its own procurement expertise, systems, and strategic
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sourcing capabilities and were not merely ancillary or
facilitation activities.

The agreement described Dow Europe as an
independent contractor with no authority to bind the
appellant. This was inconsistent with the role of an
intermediary. The CBIC Circular provided that that
outsourcing or subcontracting of services on a
principal-to-principal basis does not amount to
intermediary services, and judicial precedents such
as Columbia Sportswear India Sourcing (P,) Ltd.” and
BlackBerry India Private Limited® support the
proposition that an independent service provider
rendering services on its own account is not an
intermediary.

The services provided by Dow Europe were import of
services, the place of supply was in India under
section 13(2) of the IGST Act, 2017 and the refund
claims were liable to be rejected.

7[2025] 174 taxmann.com 936
8 SERTA 7/2023

Tribunal’s decision @)

To qualify as an intermediary, section 2(13) of the
IGST Act, 2017 and the CBIC Circular require:

i. a minimum of three parties,

ii. two distinct supplies,

iii. a supportive role, and

iv. absence of supply on one’s own account.

Although the arrangement in the present case
involved three parties, the requirement of two distinct
supplies was not satisfied because Dow Europe
functioned as the centralised procurement hub for the
group and was rendering a core procurement service
rather than an ancillary facilitation service. Dow
Europe rendered services on its own account, acted
as an independent contractor, and did not represent or
bind the appellant in transactions with suppliers and
therefore the activities were falling under the exclusion
clause of section 2(13) of the IGST Act, 2017.

As the services were substantive procurement
services, section 13(8)(b) of the IGST Act, 2017 was
inapplicable, and hence, the transaction constituted
import of services liable to IGST under the reverse
charge mechanism.
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This is a significant GSTAT ruling on the issue of
intermediary, reiterating that the mere presence of
three parties in an arrangement is not by itself
sufficient to classify a service as an intermediary
service. The determinative factor is whether the
service provider was merely facilitating another supply
or was itself rendering a substantive service on its
own account.

The ruling further highlights that outsourcing or
subcontracting of core functions on a principal-to-
principal basis is distinct from intermediary services,
and that the ‘on his own account’ exclusion in section
2(13) forms an important part of the statutory test.

The ruling is also relevant from a refund perspective,
as the GSTAT clarified that a refund claim cannot be
questioned or rejected merely because the legal
position was changed later.
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