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Dear Readers,  
 

 
The CBEC will be renamed as Central Board of Indirect Taxes and Customs (CBIC) from the date 
of GST implementation, expected to be July 1.   
 
The  GST  Council  in  its  last  meeting  held  on  18-19  May,  2017  approved  seven  of  the  rules  for  
GST,  including  those  for  refunds,  input  tax  credit,  composition,  valuation  and  invoice,  besides  
approval rates of GST on most of the Goods and Services. That consumer products will be taxed 
at 18 per cent is good news and consumers should see prices drop. The only concern is that over 
200  items  will  be  taxed  at  28  per  cent,  the  slab  initially  meant  for  only  luxury  cars  and  fizzy  
drinks. 
 
GST Council is again meeting tomorrow to discuss remaining rules, approval of rates on 7 major 
items (biscuits, bidi, textiles etc.) and implementation of anti-profiteering law etc.   
 
While  GST  may  result  in  huge  long-term  positive  developments,  there  are  bound  to  be  trade  
disruptions.  Procedural  details  have  to  be  sorted  out  on  a  priority  basis  across  stakeholders  
before September with the festive quarter being later this year. 
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· Date wise passage of SGST Act, 2017 by the States  
Serial Number  State Date  

I Telangana 09.04.2017 
           II Bihar 24.04.2017 
          III Rajasthan 26.04.2017 
          IV Jharkhand 27.04.2017 
          V Chattisgarh 28.04.2017 

VI Uttarakhand 02.05.2017 
VII Madhya Pradesh 03.05.2017 
VIII Haryana 04.05.2017 
IX Gujarat 09.05.2017 
X Goa 09.05.2017 
XI Odisha 11.05.2017 
XII Assam 11.05.2017 
XIII Arunachal Pradesh 12.05.2017 
XIV Uttar Pradesh  16.05.2017 
XV Andhra Pradesh  16.05.2017 
XVI Maharashtra 22.05.2017 
XVII Tripura  24.05.2017 
XVIII Sikkim 25.05.2017 
XIX Mizoram 26.05.2017 
XX Nagaland 27.05.2017 
XXI Himachal Pradesh 27.05.2017 
XXII New Delhi 31.05.2017 

 
 

· The next 15th meeting of GSTC is scheduled on 3rd June, 2017 at New Delhi to finalize 

the  transition  and  return  rules.  GSTC  will  also  discuss  the  proposed  rates  for  nine  

residual commodities which includes handicrafts, precious stones, precious metals, 

textiles, footwear, agricultural implements and biscuits.  

 

· It is also expected to take up the demand of the hybrid car industry, railways and some 

other key sectors, including fast-moving consumer goods (FMCG) to revise rates.  

 

 

 

GOODS AND SERVICES TAX UPDATE 
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The economy will grow 7.2% in 2017-18 and 7.7% in 2019-2020 and implementation of the 
goods and services tax (GST) will provide a big boost to overall economic growth and revenues, 
a World Bank report said on Monday. According to World Bank country director in India, the 
GST would reduce the cost of doing business for firms, reduce logistics costs of moving goods 
across states, while ensuring no loss in equity. Low female labour force participation, however, 
remains a serious concern. Higher level of women participation in the economy can help propel 
India closer to double digit growth. 
 
The Indian Development Update said that India's economy was slowing down in early 2016-17, 
until  the  favorable  monsoon  started  lifting  the  economy,  but  the  recovery  was  temporarily  
disrupted by the Government's demonetization initiative. While limited data is available, 
demonetization may have had a disproportionate impact on poorer households, which are more 
likely  to  work  in  construction  and  informal  retail,  the  report  said,  adding  that  despite  this,  
there  was  a  relatively  modest  slowdown  in  the  economy.  The  report  attributes  it  to  coping  
mechanisms (which included greater usage of digital transactions), higher rural incomes, and 
robust public consumption.  

 (SOURCE: TIMES OF INDIA DATED 30.05.2017) 

GOODS AND SERVICES TAX  

GST TO BOOST GROWTH, SAYS WORLD BANK 

http://timesofindia.indiatimes.com/topic/economic-growth
http://timesofindia.indiatimes.com/topic/World-Bank
http://timesofindia.indiatimes.com/topic/demonetisation
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Faced  with  an  early  festive  season,  consumer  goods  and  durables  companies  are  concerned  
about smooth and quick implementation of the goods and services tax (GST), to avoid any 
negative  trade  impact  in  the  crucial  third  quarter.   While  GST  is  a  huge  long-term  positive  
development, there are bound to be trade disruptions. Procedural details have to be sorted out 
on  a  priority  basis  across  stakeholders  before  September  1,  with  the  festive  quarter  being  
earlier this year. Already, trade channels are destocking to avoid tax payout disparity ahead of 
the GST rollout. Chief executive said that last year, the festive season was impacted by 
demonetization. We hope to get GST issues streamlined by August-end and mitigate its impact.  
 
Head  of  consumer  and  retail  at  management  consulting  firm  AT  Kearney  told  that  anything  
from 45 to 75 days of stock needs to be in the system. It is critical to sort out GST implications 
on transition inventory. Fast moving consumer goods and durables are seeing green shoots of 
sustained growth now, after demonetisation and general economic softness. It is important that 
momentum is maintained this year, including into the festive season. 
 
The festive season starts in the fourth week of September this year. The wholesale distribution 
channel  —  which  contributes  up  to  half  of  the  revenue  of  FMCG  companies  —  is  under  
pressure. Television and home appliance makers are equally worried about GST impacting 
festive sales, contemplating ways to soften the expected price hike and planning larger 
consumer promotions. 
 
The  most  obvious  way  to  mitigate  poor  sentiment  is  to  opt  for  smaller  hikes  —instead  of  
straightaway  passing  on  the  full  price  increase  —  to  cushion  demand  ahead  of  the  festive  
season. A two-phased price hike would serve to alleviate any immediate 4-5 per cent increase 
and also helping absorb part of the price increase if demand does not revive by August, so the 
festive season remains insulated. Director, durables retailer Great Eastern, said brands are in 
a catch-22 situation on post-GST pricing. They can neither absorb costs nor pass it to the 
consumers. They may break the price hike in two phases so the transition appears smoother. 
Business head, Godrej Appliances, said all brands will go big on promotions and offers this 
festive season to offset losses from already weakening sales, which may stay this way till June. 
The ray of hope is expectation of a normal monsoon, which will boost rural demand. Also, some 
arrears of the Seventh Pay Commission are likely to come in, helping push urban demand and 
upgrade. 
 
Prices  of  televisions,  refrigerators  and air-conditioners  are  set  to  go  up by  4-5  per  cent  from 
July,  with  the  GST  Council  proposing  the  28  per  cent  bracket  for  consumer  electronics  and  
durables, compared to the current tax rate of 23-24 per cent. Mass consumption products like 
toothpaste, soaps and hair oil have been taxed at 18 per cent, which is significantly lower than 
the earlier 22-24 per cent. Others such as detergents, shampoo, soft-drinks, liquid soaps are in 
the tax slab of 28 per cent.  

 
 (SOURCE: ECONOMIC TIMES DATED 30.05.2017) 

 

GST: A WORRY FOR SOME AHEAD OF FESTIVE SALES  
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Amid  clamour  in  industry  over  tax  rates  decided  by  the  GST  Council,  chairperson  of  the  
Central  Board  of  Excise  and  Customs,  ruled  out  a  review,  barring  a  few  rare  cases.  The  
government was set for the July 1 roll-out of the GST and industry must gear up for the new 
regime.  
 
The  Government  is  flooded  with  representations  from  industries,  including  FMCG,  
automobiles,  railways  and  solar  power,  to  revise  rates.  The  GST  Council  in  its  last  meeting  
decided rates for 1,211 items and 500 services. Around 60 per cent of the items will fall in the 
12 per cent and 18 per cent tax slabs. Industry should know that anything that was finalised 
in the council  meeting will  not be revisited now, barring six or seven remaining items. There 
will never be an end to demands for reviewing rates. Let the GST roll out and then these can be 
taken up. Few tax rates could be revised later. Like all budgetary changes, a view can be taken 
on these later. Automobile makers have pitched for a lower rate for hybrid cars, at the current 
incidence level of 30.3 per cent, against 43 per cent (28 per cent plus 15 per cent cess) decided 
by  the  council.  Road  Minister  has  said  he  will  take  up  the  GST  rate  for  hybrid  cars  with  
Finance Minister  
 
The FMCG industry wants jams and pickles in the 12 per cent tax bracket as against the 18 
per  cent  decided.  The  industry  has  argued  that  small  and  medium  enterprises  will  be  hit.   
On industry’s demand for deferment of  the GST till  September 1, the CBEC chief  said only a 
part of industry was not ready for the July 1 roll-out. Everyone is aware that the Government 
wants to bring it out on July 1, and the CBEC is ready for that. 

 
(SOURCE: BUSINESS STANDARD DATED 27.05.2017) 

 
 

 
 
 

PepsiCo, Dabur, Godrej and Parle as well as other big consumer goods and durables companies 
want the Government to raise input credit limit temporarily to even out any differential in taxes 
before and after the goods and services tax (GST) is rolled out on July 1. They are pushing for 
an increase  in  input  credit  available  on such transition  stock from the  current  level  of  40%,  
which has been proposed in the draft rules. The final limit is expected to be decided in the GST 
council meeting on June 3. The industry has requested the Government to reconsider and 
enhance the limit of 40% on transition inventory. Biscuit maker Parle Products marketing head 
said the 40% input credit will directly impact the supply chain adversely. The distributors 
would ideally like to go clean into the new system starting July 1 with zero held over inventory. 
 
The consumer durables industry too wants the Government to increase the credit which it will 
offer to 70-75% from the 40% that has been proposed for the GST liability against excise duty 
paid on stocks remaining with traders and retailers. The companies have been offering separate 
tax invoice for VAT and excise since May to streamline the process. If the compensation is 

CONSUMER COMPANIES SEEK CLARITY AHEAD OF GST COUNCIL MEETING  
 

NO REVIEW OF GST RATES, SAYS CBEC CHIEF  

http://economictimes.indiatimes.com/articleshow/58847860.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
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increased to 70-75% from 40% which is proposed, most of the problem with unsold stock will 
be addressed and fear of the trade can be addressed. 
 
Some companies have started billing the excise component separately from early this month so 
that  retailers  can  avail  100%  credit  on  that  excise.  However,  for  earlier  stock  held  by  the  
retailers where they did not bill the excise component separately, they will suffer once GST 
comes in place in July, an official at a leading durables firm said. 
 
The dealer or retailer margin will get squeezed if they get 40% credit and they will bleed or will 
be  forced  to  increase  prices  much  more  to  protect  their  margins.  Hence,  an  increase  in  the  
credit offered will help them.  

(SOURCE: ECONOMIC TIMES DATED 26.05.2017) 
 
 

 
 
The proposed anti-profiteering body under the goods and services tax (GST) regime is likely to 
be set up under the framework of a restructured Central Board of Excise and Customs (CBEC). 
And, have both state and central officials. 
 
The  Centre’s  proposal  on  the  structure  is  to  be  taken  for  discussion  in  the  GST  Council  
meeting on June 3. The meet, to be chaired by Finance Minister Arun Jaitley, will also discuss 
the proposed rates for nine residual commodities — handicrafts, precious stones, precious 
metals, textiles, footwear, agricultural implements and biscuits.  It is also expected to take up 
the  demand of  the  hybrid  car  industry,  railways  and some other  key  sectors,  including  fast-
moving consumer goods (FMCG), to revise rates. 
 
In the proposal till  now, the anti-profiteering entity is likely to be headed by an officer of  the 
rank of chief commissioner. It is almost final that the body would be set up under the CBEC 
framework.  We are  yet  to  decide  the  level  at  which the  orders  will  be  passed.  The  rules  and 
powers are still being discussed.  
 
The CBEC will be renamed the Central Board of Indirect Taxes and Customs (CBIC) from the 
date  of  GST  implementation,  expected  to  be  July  1.   The  government  decided  on  CBEC,  
considering  its  reach  and  personnel.  The  CCI  (competition  commission)  or  consumer  forums  
would  not  be  able  to  handle  this,  as  they  do  not  have  the  kind of  reach that  the  CBEC has.  
Besides, these are the lean bodies, whereas the CBEC has the manpower.  

 
The anti-profiteering structure will be needed only for the initial one or two years after the GST 
rollout. It is a deterrent mechanism, only needed for a limited period. Consumers need to feel 
satisfied, while suppliers and traders need to be aware that if the tax (GST credit) doesn’t get 
passed on, they will be held accountable. 
 
The body could take action on its own initiative or on the basis of information.  The Council in 
its next meeting is also likely to give final approval to the transition and return rules. Besides, 
as  mentioned  earlier,  rates  for  nine  commodities  are  yet  to  be  finalized.   These  include  
handicrafts. These were strongly taken up by the states and there will be a fresh round of 
discussion on these next week. 

GST REGIME: ANTI-PROFITEERING BODY LIKELY TO BE UNDER CBEC FRAMEWORK 



                                                                   

7 
 

                      GST COUNSELLOR GSTC 

 
Experts says they expect objective and transparent anti-profiteering rules. “Otherwise, it is 
going to be mayhem. He says profiteering will need to be defined -- whether it is based on the 
product or the business as a whole. A company might be into five products, making profits in 
two and losses in three. Product-wise calculations will be difficult. Besides, do you look at the 
entire supply chain or the parent company to track profiteering? 

 
It would be important for the Government to work out guidelines for the industry on profit 
computation. The guidelines need to be clear to avoid unwarranted litigation. It is important to 
determine  whether  the  government  will  look  at  profiteering  by  entity  as  a  whole  or  for  each  
product.  

 
The  FMCG  sector,  for  instance,  wants  jams  and  pickles  in  the  12  per  cent  tax  bracket,  as  
against the decision for 18 per cent. Small and medium enterprises, is the argument, would be 
otherwise hit.  Automobile makers want a lower rate for hybrid cars, at the current incidence 
level of 30.3 per cent, as against 43 per cent (28, plus 15 per cent cess) decided by the Council. 
Roads Minister has said he'll argue this case with the finance minister. The railways ministry is 
also expected to argue against the five per cent service tax. 

 
(SOURCE: BUSINESS STANDARD DATED 26.05.2017) 

 
 
 

 
The decision to keep crude oil, natural gas, petrol, diesel, and aviation turbine fuel (ATF) out of 
Goods and Services Tax (GST) purview is expected to impact profits and profitability of state-
owned  oil  companies  on  account  of  irrecoverable  or  stranded  taxes.   The  five  key  petroleum 
products will continue to attract the current taxation structure comprising excise duty, central 
sales tax and state value-added tax. It  means oil  marketing companies will  be paying 18 per 
cent  GST on the  procurement  of  various  goods  and services  for  the  production of  petroleum 
products. However, they will not be able to claim input-tax credit (ITC) against the petroleum 
products they sell. Currently, taxes account for nearly half of the petroleum products they sell. 
Currently, taxes account for nearly half of the petrol and diesel retail prices.  
  
This mismatch of taxes on inputs and outputs will lead to the formation of irrecoverable taxes 
or better known as stranded taxes which could potentially hit the profit before tax of oil 
companies.   The  Federation  of  Indian  Petroleum  Industry,  an  apex  body  of  hydrocarbon  
companies in India, has estimated Rs 15,300 crore of incremental stranded taxes for FY18. Of 
this, nearly Rs 9,594 crore may originate from downstream and the remaining from upstream 
companies. This means profits before tax of the BPCLBSE -2.91 %, HPCLBSE 0.05 %, and 
IOCBSE 0.82 % may fall by 9-13 per cent for the current, while ONGCBSE 1.86 % and Oil 
IndiaBSE 2.04 % may report a drop of 11-13 per cent in their bottom lines . 
 
City gas distributors may also be impacted due to exclusion of natural gas and inclusion of fuel 
oil in GST. Industrial customers often switch between gas and fuel oil depending upon the 
price differential. Fuel oil usage is expected to become more economical since it comes under 
the purview of GST. This may affect gas distributors, such as Gujarat GasBSE -2.11 %, which 
derive significant revenue from industrial consumers. There are two ways to avert the negative 

OIL COMPANIES PROFITS MAY BE HIT BY IRRECOVERABLE TAXES  
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impact  on the  oil  and gas  sector.  First  is  to  include  the  petroleum products  in  the  GST list.  
Unlike for alcohol and electricity, which will require a constitutional amendment to change to 
GST rates, a decision at the GST Council is sufficient to incorporate petroleum products under 
GST. Second, the prices of  petrol  and diesel need to be hiked by Rs 0.5 per litre to offset the 
lower profits from irrecoverable taxes.  

(SOURCE: ECONOMIC TIMES DATED 25.05.2017) 
 
 
 

 
Logistics firms that own assets such as trucks, warehouses, loading and unloading equipment, 
and offer multiple supply chain solutions are expected to gain from the Goods and Services Tax 
(GST) regime based on their ability to neutralise input credit, said the Indian Foundation of 
Transport Research and Training (IFTRT), based on an initial analysis. 
 
For multi-service logistics and contract businesses, the service tax could even be 12 per cent or 
most likely 18 per cent, though clarity will be in the gazette notification on service tax, said 
IFTRT, which has been predicting a 4-10 per cent drop in logistics costs. 
 
The transport research body said that on present revised assessment, on the basis of past 
experience on service tax that is now merged with the GST regime, the input tax credit benefit 
— even when the service tax rate is at 18 per cent under the new GST regime — will neutralise 
the 18 per cent tax for the third and fourth party logistics players. 
 
The new GST business practices will allow borderless trade with India being single common 
market.  Hence,  logistics  firms  stand  to  gain  if  they  own  fleet,  warehouses,  loading  and  
unloading equipment to make supply chain efficient. 
 
If  the so-called logistics firms work as intermediaries or commission agents, then the rate for 
them has  been  fixed  at  five  per  cent.  This  is  at  an  effective  4.75  per  cent  in  the  service  tax  
regime — which in many cases, was charged at 15 per cent to customers and under-reported 
to service tax authorities by depositing 4.75 per cent only. 
 
The same has been the case with several established packers, movers and relocators, courier 
firms, and goods movers, who allegedly charged customers a service tax of 15 per cent while 
their books reflected 4.75 per cent. 
 
It is now hoped that with large number of anomalies corrected with regard to service tax rates 
on transportation/logistics, the fly by night operators may vanish from the market.The phase 
of consolidation, modernization and upgradation may gradually usher in during the post-GST 
regime, said IFTRT . 
 
Also,  seamless  movement  of  goods  carriers  through toll  booths  due  fastTAGs or  Electric  Toll  
Collection and lifting of inter-state border check posts will boost full round trips by 25-30 per 
cent in next four-five quarters post-GST, it added. 
 

(SOURCE: BUSINESS LINE DATED 23.05.2017) 
 

GST  REGIME:  INPUT  CREDIT  TO  HELP  LOGISTICS  COMPANIES  WITH  ASSETS  TO  
NEUTRALISE TAX 
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The Government has decided to take a gradual approach to do away with exemptions available 
under the current indirect tax regime while ushering in GST in a phased manner to ensure the 
tax reforms don't hit multiple hurdles. While some tax experts and economists have questioned 
the  rationale  for  a  multi-slab  mechanism  for  goods  as  well  as  services,  sources  in  the  
Government said that a four-rate structure was needed to ensure that GST implementation 
does not stoke inflation. In fact, the Centre has advised states during deliberations not to look 
at GST as an opportunity to implement all reforms at one go. The maze of central and state tax 
regimes would make it difficult to do away with all exemptions and opt for one-rate structure at 
one go. 
 
The GST Council -comprising state finance ministers and headed by Union finance minister -
has agreed to four slabs of 5%, 12%, 18% and 28% and, contrary to expectations, even opted 
for multiple rates for services, where a two-tier structure was being talked about. Multiple rates 
of services will bring complexity in interpretation and classification, leading to tax disputes. 
 
There  is  the  added fear  of  the  Government  succumbing  to  pressure  from other  lobby  groups 
and offering  some concessions,  which may end up creating  more  rates.  While  experts  would  
want even products such as biscuits or hawai chappals and designer shoes to face the same 
levy,  realising  the  political  imperatives,  the  Government  has  decided  to  make  a  distinction.  
Glucose  biscuits  serve  a  nutritional  purpose  for  one  segment  of  the  population,  so  you can't  
expect it to attract the same levy as high-end cookies. 
 
But it is not just rates. When it comes to doing away with exemptions for services, the 
Government has opted to retain almost all  of  them, for the time being, despite pressure from 
the revenue service officers to clean up the system. You don't want to create enemies all 
around you so that the larger reform runs into trouble. 
 
The  Government  is  looking  to  usher  in  GST  over  the  next  few  months  and,  once  the  new  
system stabilises, then expand the scope, starting with petroleum where an annual review from 
exemption  is  available.  In  the  next  stage,  a  review  of  the  rate  structure  may  take  place  but  
there is no time frame that has been suggested. 

 
(SOURCE: THE TIMES OF GROUP DATED 22.05.2017) 

 
 

 
 

The tax fitments announced by the GST Council has evoked a mixed response from the FMCG 
sector, with some viewing it as positive, while many others have expressed disappointment. 
Beverage companies, for instance, said the effective tax rate of 40 per cent on sweetened 
aerated  water  and  flavoured  water  under  GST  was  against  the  stated  policy  of  maintaining  
parity with the existing weighted average tax, which is significantly below 40 per cent. Aerated 
beverages have been placed in the highest tax slab of 28 per cent and in addition will attract a 

UNDER GST, GOVERNMENT TO STOP EXEMPTIONS GRADUALLY 

GST ON FMCG SECTOR: SOME GAIN, SOME LOSE 
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cess of 12 per cent.  In a statement, the Indian Beverage Association (IBA).  This increase will  
have a negative ripple effect and hurt the entire ecosystem of farmers, retailers, distributors 
and bottlers in India. This increase in tax will further limit the growth of the beverage industry. 
 
IBA also said imposing cess on non-aerated flavoured water and nutrition drinks was not in 
line with the stated intentions of levying cess only on aerated drinks. Though analysts pointed 
out that that soft drinks were earlier expected to attract a much higher cess of 15 per cent, at 
12 per cent the effective tax rate works out to be lower than anticipated. 
 
Talking  about  the  overall  FMCG sector,  the  GST rates  decided for  the  major  FMCG products  
are lower compared to their current tax rates. Tax rates of common use products such as hair 
oil, toothpaste and soaps have been set at 18 per cent, which is below the current effective tax 
rates applicable in most of the states. Analysts also pointed out that the many important 
inputs  required  for  the  food  processing  industry  such  as  jaggery,  cereals  and  milk,  being  
exempted from GST, is expected to be beneficial for the industry. 
 
Dabur  India  CFO  said  the  new  rates  were  marginally  favourable  and  told  that  he  is  
disappointed with the Government’s decision to levy 12 per cent GST on Ayurvedic medicines 
and products, which we feel will be adverse for the Ayurvedic medicines category and that too 
at a time when the Government has been talking about promoting traditional Indian alternative 
medicine. He said except for homecare products and shampoos, which now attract 28 per cent 
GST  tax,  most  FMCG  products  have  been  placed  at  18  per  cent  or  below,  and  this  is  on  
expected lines. FMCG companies also said they are awaiting clarifications on service tax and 
excise exemptions before they can calculate the full impact. A research report from Motilal 
Oswal  said  the  impact  of  GST  will  be  neutral  to  positive  for  many  companies.  With  the  
implementation of GST, many companies in the FMCG sector will also gain as a result of the 
potential shift from the unorganised segment to the organised segment. 

 
(SOURCE: BUSINESS LINE DATED 22.05.2017) 

 
 
 

 
Small cars will be slightly expensive under the proposed goods and services tax (GST) regime, 
with  a  peak tax  rate  of  28  per  cent.  SUVs will  attract  an additional  cess.  Under  the  current  
taxation system, small cars (with a length of below four metres and an engine capacity of up to 
1,200 cc for petrol cars and up to 1,500 cc for diesel cars) attract an excise duty of 12.5 per 
cent. An incidence of around 14 per cent comes on account of VAT and certain levies, taking 
the total to 27 per cent. Under the GST, the tax will be 28 per cent. In the past decade or so, 
India has grown to be a predominantly small car market and the taxation structure, especially 
excise duty, had a role in promoting the same.  
 
The rates were released only late at night, so automobile makers could not clarify how the 
prices of their products would change. Hyundai, the country’s second biggest car maker, said it 
expected small cars to turn expensive.  
 

GST: YOUR SMALL CARS WILL BECOME COSTLIER UNDER THE NEW INDIRECT TAX 
REGIME 

http://www.business-standard.com/search?type=news&q=Small+Cars
http://www.business-standard.com/search?type=news&q=Small+Cars
http://www.business-standard.com/search?type=news&q=Small+Cars
http://www.business-standard.com/search?type=news&q=Small+Cars
http://www.business-standard.com/search?type=news&q=Small+Cars
http://www.business-standard.com/search?type=news&q=Small+Cars
http://www.business-standard.com/search?type=news&q=Gst
http://www.business-standard.com/search?type=news&q=Gst
http://www.business-standard.com/search?type=news&q=Gst
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However,  Maruti  Suzuki,  the  biggest  player  in  the  domestic  market,  said  there  was  lack  of  
clarity on the rates. The existing four-tier excise duty classification is based on two aspects — 
the  length  of  the  vehicle  and  the  engine  capacity  (different  for  petrol  and  diesel  cars).  
The GST regime is supposed to have only three layers of cess for cars, while having the uniform 
peak duty of 28 per cent.  
 
There is no clarity on the size of bigger cars, which will fall under the last two cess slabs. But 
there could be a minor decline in prices of large luxury cars and SUVs, which will draw a cess 
of 15 per cent. The total tax under GST inclusive of cess on such vehicles may be 43 per cent, 
against existing incidence of 41 to 45 per cent. 
 

(SOURCE: BUSINESS STANDARD DATED 19.05.2017) 
 
 
 
 
 
The  introduction  of  the  goods  and  services  tax  (GST)  in  July  will  pose  a  challenge  for  the  
enforcement  authorities  due  to  a  provision  in  the  GST  law  that  mandates  companies  
transferring goods to a branch outside the state to pay the inter-state goods and services tax 
(IGST). However, if the same company sells goods to customers on approval basis outside the 
state, it gets six months to pay the IGST. This provision will lead to branches closing down, and 
start shell companies at branch locations to defer the payment. Customers in India and their 
advisors  look  for  ways  to  find  loopholes  to  reduce,  delay,  or  avoid  tax  payments.  Jewellery,  
textiles, and other industries in which the tax burden is likely to be higher than the ones 
prevailing  now,  or  those  in  the  chain  not  paying  tax  currently  will  come in  the  tax  net  once  
the GST comes into force. In all  these industries unorganised trade and the grey market had 
always operated. 
 
Many jewellers are growing beyond state boundaries and opening shops across the country 
while in textiles the grey market is huge and there is no excise on fabric now. The provision of 
tax on transferring goods to branches outside the state and sale outside state in approval bases 
could cause compliance issues.For companies doing business on a pan-Indian basis, under the 
model GST law, the matter of concern would be the valuation of stocks being transferred and 
the  availing  of  input  tax  credit.  The  taxability  of  stock  transfers  under  GST  will  exert  a  
considerable impact on the cash flow, due to the fact that the tax will be paid on the date of 
stock transfer and input tax credit will be effectively used when stocks will be liquidated by the 
receiving branch. Hence, under the GST, for businesses engaged in stock transfers, particularly 
the jewellery industry, tax instances will necessitate the need for additional working capital. 

 
(SOURCE: BUSINESS STANDARD 17.05.2017) 

 
 
 
 
The Centre and states are expected to keep the exemption list short — about 100 — under the 
proposed goods and services tax regime, even as the North Block is flooded with requests from 
industry associations to keep their products out of tax net or in the lowest slab.  The Centre 

GST EXEMPTION LIST LIKELY TO BE KEPT AROUND 100 ITEMS  

GST PROVISION MAY LEAD TO CLOSURE OF BRANCHES & FORMATION OF SHELL 
FIRMS 

http://www.business-standard.com/search?type=news&q=Gst
http://www.business-standard.com/search?type=news&q=Gst
http://www.business-standard.com/search?type=news&q=Gst
http://www.business-standard.com/search?type=news&q=Shell+Companies
http://www.business-standard.com/search?type=news&q=Gst
http://www.business-standard.com/search?type=news&q=Jewellers
http://www.business-standard.com/search?type=news&q=Textiles
http://www.business-standard.com/search?type=news&q=Compliance
http://www.business-standard.com/search?type=news&q=Gst
http://www.business-standard.com/search?type=news&q=Gst
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currently exempts 299 items while states keep 99 out of the tax net. Some items will remain 
exempted, said a top government official.  
 
Goods of common use and consumed largely by the masses will be spared in the final list. Salt, 
primary  produce,  fruits  and vegetables,  flour,  salt,  milk,  eggs,  tea,  coffee  and prasad sold  at  
temples could figure on the exemption list.  It’s near finalisation, ultimately, it will be a political 
call, said a Government official.  Services above certain threshold, exempted under differential 
taxation, may be brought into the tax net to broaden the base. For instance, budget hotels with 
tariff below Rs 1,000 do not face service tax while others do.  
 
Similar differentiation exists in luxury tax as well. Essential services such as healthcare and 
education are expected to be kept out.  The GST Council  will  take a final call  on Thursday or 
Friday.  Finance minister has been in talks with his state counterparts for deciding on rates. 
The idea is to broaden the tax base and not burden the new tax with exemptions. Exemption 
also means that these items will not be eligible for input tax credit and thus may ultimately not 
benefit the target group.  

(SOURCE: THE ECONOMIC TIMES DATED 17.05.2017) 
 

 

 
The Government is re-designing the export benefit scheme MEIS to make it GST-compliant, a 
senior official said.  Additional Commissioner, GST Cell, Central Board of Excise and Customs 
(CBEC) also said that the issue of working capital requirements under the new tax regime is 
being deliberated upon by the Government.  He said this while addressing FICCI'S Executive 
Committee Meeting here.  
 
Under the Merchandise Exports from India Scheme (MEIS), the commerce ministry gives duty 
benefits to several products. It provides duty benefits at 2 per cent, 3 per cent and 5 per cent 
depending upon the product and country. The GST regime would help build competitive 
advantage by leveraging supply chain.  While manufacturing and trading activities at present 
times have a strong taxation orientation and the cost of  logistics is high vis-a-vis the mature 
markets, adoption of GST will reduce the cost of production and distribution.  
 

(SOURCE: THE ECONOMIC TIMES DATED 17.05.2017) 
 
 
 
 
 
Prices of most items of mass consumption are likely to fall significantly as the tax burden on 
them  will  be  lower  under  the  Goods  and  Services  Tax  (GST).  Cereals,  foodgrain,  milk  and  
jaggery will be wholly exempt from GST, while sugar, tea, coffee, edible oil and coal will be 
taxed at 5 per cent. items of daily need such as hair oil, toothpaste and soap will be taxed at 18 
per cent under GST, against 28 per cent at present. 
 

CHEAPER FOODGRAINS MAKE FOR GST BONANZA 

EXPORT BENEFIT SCHEME TO BE GST COMPLIANT  
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The first day of the 14th round of meetings, the GST Council finalised the fitment into tax slabs 
of most of the 1,211 items under the four-digit HSN code. The rate on services will be decided 
on Friday. The tax has not increased on any commodity and there has been a reduction in the 
tax  on many commodities  as  the  cascading  effect  has  reduced,  said  Union Finance  Minister,  
who chairs the Council. The overall impact would not be inflationary. 
 
Capital  goods  and industrial  intermediate  goods  will  be  taxed at  18  per  cent,  down from the  
current 28 per cent. Consumer durables, too, will attract 28 per cent tax; so will automobiles, 
but they will also attract a cess depending on their size and fuel type. For small petrol cars, the 
cess will be 1 per cent; on small diesel cars, there will be a 3 per cent cess; and for large cars, it 
could be 15 per cent, said sources. High-end bikes with 350-cc engine will attract 15 per cent 
cess. 
 
The States and the Centre are betting that the lower tax incidence will nevertheless boost 
revenues through improved efficiency of GST administration and less evasion. Revenue 
Secretary said the tax incidence of only 10-15 items will change under GST; most items in the 
consumer price index basket will see lower taxes. Nearly 81 per cent of the items will be taxed 
at rates of 18 per cent or less under GST, 60 per cent of the commodities would be in the 12 
per cent or 18 per cent slab. 
 
However,  tax  rates  of  half  a  dozen  items,  including  gold,  agricultural  implements,  bidis  and  
cigarettes,  textiles  and  footwear,  still  have  to  be  finalized,  failing  which  a  fresh  round  of  
meetings will be called. The Council also approved seven of the rules for GST, including those 
for refunds, input tax credit, composition, valuation and invoice. That consumer products will 
be taxed at 18 per cent is good news; consumers should see prices drop. The only concern is 
that over 200 items will  be taxed at 28 per cent,  the slab initially meant for only luxury cars 
and fizzy drinks. 

(SOURCE: BUSINESS LINE DATED 19.05.2017) 
 
 
 
 
 
 
 
 
QUERY:  What is Mixed Supply and taxability of such supply? 
 
REPLY: A supply involving two or more supplies of goods or services or any combination 
thereof and which is not a composite supply, is defined to be a mixed supply(i.e. not naturally 
bundled  or  there  is  no  one  principle  supply  in  the  mix  of  supplies).  Whole  supply  would  be  
taxable at the highest rate applicable for the components of such mixed supply. 
 
For example:  A supply of a package consisting of canned foods, sweets, chocolates, cakes, dry 
fruits, aerated drink and fruit juices when supplied for a single price is a mixed supply. Each of 
these  items can be  supplied  separately  and is  not  dependent  on any  other.  It  shall  not  be  a  
mixed supply if these items are supplied separately. Highest rate of GST for the commodities in 
the mixed supply would be applied for the entire supply. 
 

GOODS AND SERVICES TAX MATTERS !! 
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GST IMPACT ON HOTEL INDUSTRY 

Taxability 
All forms of supply of services by Hotel industry shall be liable to GST subject to exemptions 
which have been approved in 14th meeting  of  GST  Council  held  on  18-19th May, 2017 at 
Srinagar (Jammu & Kashmir). IGST shall be levied on inter-state supplies whereas CGST & 
SGST/ UTGST shall be levied on intra – state / union territory supplies. 
 
Rates of GST 
GSTC finalized four rates for services: 5%, 12%, 18% and 28 %. The standard rate will be 18% 
subject to input tax credit. In the present regime, hotel industry suffers from various types of 
taxes which are leviable like luxury tax ,  VAT ,  service tax ,  excise duty ,  entertainment tax ,  
other local taxes etc. Service tax is leviable @ 15% inclusive of cesses but, of course, subject to 
certain  exemptions  and  abatements.  The  rate  will  vary  according  to  the  following  services  
which are as follows :  
 
The following rates of GST shall apply: 

S.No. Description of Services GST Rate 
1. Renting  of  motor-cab   (If  fuel  cost  is  borne  by  the  service  recipient,  

then 18% GST will apply) 
5% 

No ITC 
2. Supply  of  food/drinks  in  restaurant  not  having  facility  of  air-

conditioning  or  central  heating  at  any  time  during  the  year  and  not  
having licence to serve liquor  

12% 
With Full ITC

3. Renting of hotels, inns, guest houses, clubs, campsites or other 
commercial places meant for residential or lodging purposes having 
room tariff of Rs.1000 and above but less than Rs.2500 per room per 
day  

12% 
With Full 

ITC 

 
4. 

Supply of food/drinks in restaurant having license to serve liquor  18% 
With Full 

ITC 
 

5. 
Supply of food/drinks in restaurant having facility of air-conditioning 
or central heating at any time during the year  

18% 
With Full 

ITC 
6. 

 
Supply of food/drinks in outdoor catering  18% 

With Full 
ITC 

 
7. 

 

Renting of hotels, inns, guest houses, clubs, campsites or other 
commercial  places  meant  for  residential  or  lodging  purposes  where  
room tariff  of  Rs 2500/ and above but less than Rs 5000/- per room 
per day  
 

18% 
With Full 

ITC 

UNDERSTANDING GOODS AND SERVICES TAX  
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8. 

 
Bundled services by way of supply of food or any other article of 
human  consumption  or  any  drink,  in  a  premises  (including  hotel,  
convention center, club, pandal, shamiana or any other place, specially 
arranged  for  organizing  a  function)  together  with  renting  of  such  
premises  

 
18% 

With Full 
ITC 

 
9. 

Supply of food/drinks in air-conditioned restaurant in 5-star or above 
rated Hotel  

28% 
With Full 

ITC 
 

10. 
Accommodation  in  hotels  including  5  star  and  above  rated  hotels,  
inns, guest houses, clubs, campsites or other commercial places 
meant  for  residential  or  lodging  purposes,  where  room  rent  is  of  Rs  
5000/- and above per day per room  

28% 
With Full 

ITC 

 
11. 

 

 
All other services not specified elsewhere  

18% 
With Full 

ITC 
 
Exemptions 
There is no negative list of services in GST regime. The exemptions which are provided in 
present regime will continue in GST regime. A specific exemption list has been notified 
(containing 83 activities) which exempts the services related to hotel industry from levy of GST. 
The following exemptions are provided in the GST regime, which are as follows:  
7. Services by way of renting of residential dwelling for use as residence. 
 
39. Services provided by Government or a local authority to a business entity with a turnover up 
to rupees twenty lakh (ten lakh rupees in a special category state) in the preceding financial year. 
 
Explanation.- For the purposes of this entry, it is hereby clarified that the provisions of this entry 
shall not be applicable to (a) services at S. No. 1 (i), (ii)and (iii); and (b) services by way of renting 
of immovable property; 
 
73. Services by a person by way of-  
(a) conduct of any religious ceremony;  
(b)  renting  of  precincts  of  a  religious  place  meant  for  general  public,  owned or  managed by an 
entity registered as a charitable or religious trust under section 12AA of the Income-tax Act, 1961 
(hereinafter referred to as the Income-tax Act), or a trust or an institution registered under sub 
clause (v) of clause (23C) of section 10 of the Income-tax Act or a body or an authority covered 
under clause (23BBA) of section 10 of the Income-tax Act:  
 
Provided that nothing contained in (b) of this exemption shall apply to,-  
(i) renting of rooms where charges are Rs 1000/- or more per day;  
(ii) renting of premises, community halls, kalyanmandapam or open area, etc where charges are 
Rs 10,000/- or more per day;  
(iii) renting of shops or other spaces for business or commerce where charges are Rs 10,000/-or 
more per month.  
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74. Services by a hotel, inn, guest house, club or campsite, by whatever name called, for 
residential or lodging purposes, having declared tariff of a unit of accommodation less than one 
thousand rupees per day or equivalent; 
 
Overall GST is likely to have a negative impact on cost of services to customer. However, hotels 
may avail input tax credit which will to a large extent set off such increase. 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

GST LITERATURE 

 

PROGRAMME       :   Conference on GST at Hyderabad on 16, 17 and 18 June, 2017 

DATE                  :   16th June, 2017 

DURATION           :   3 days  

ORGANISED BY     :   Hyderabad Branch of SIRC of ICAI, 40-29707026, hyderabad@icai.org 

VENUE                :   Hyderabad 

 

 

· Treatment of agriculture under GST – Dr. Sanjiv Agarwal, STR, Vol. 51, Part-1, 

dated 04.05.2017. 

· GST laconics – Vaishali Gharia, STR, Vol. 51, Part-1, dated 04.05.2017. 

· Determination of assessable value of imported goods identical goods – Manoj 

Kumar Jha, ELT, Vol. 349, Part 4, dated 22.05.2017 

· GST  tax  rates  on  goods  and  services  -  Dr.  Sanjiv  Agarwal,  Business  Advisor,  

dated 25.05.2017. 

· Job work and job worker under GST regime (Part-2), Dr. Sanjiv Agarwal, 

www.taxmanagmentindia.com, dated 27.05.2016. 
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GST CAPSULE!!- 

 
The anti-profiteering provision will provide the Government authority to check if 

prices  should  come  down.  We  are  also  raising  awareness  among  consumers  

about  GST  rates.  On  restructuring  of  the  CBEC,  new  formations  would  be  in  

place by June 10. 

- CHAIRPERSON , CBEC  

GST HUMOUR!! 

Wife           :  How much do you love me ? 

Husband    :  72% 

Wife            :  Why not 100% 

Husband     :  28% GST on luxurious items 
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NEW BOOKS ON GST  

(MAY, 2017) 

 

 

 

 

 

 

 

 
              

 

 

 

 

 

 

 

ANNOUNCEMENTS 



                                                                   

19 
 

                      GST COUNSELLOR GSTC 

 

(April, 2017) 
 

 

 

 

 

 

ANNOUNCEMENTS 
FOR EXCLUSIVE AND IN HOUSE 

SEMINAR / WORK SHOP 
ON 

GOODS AND SERVICE TAX (GST) 
CONDUCTED BY 

DR. SANJIV AGARWAL (FCA, FCS) 
PLEASE CONTACT AT: 

asandco@gmail.com                                                                       
ascogst@gmail.com 

v IF YOU WISH TO SUBSCRIBE TO THIS NEWSLETTER, SEND A 
REQUEST TO ascogst@gmail.com  
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