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Prologue  

The Gems and Jewellery sector play a significant role in the Indian economy, contributing 

to over 5 % of the country’s GDP. As one of the fastest growing sectors, it is highly export- 

oriented and labour intensive.  

 

Based  on  its  potential  for  growth  and  value  addition,  the  Government  of  India  has  

declared the Gems and Jewellery sector as one of the focus area for export promotion. 

India is considered to be the hub of the global jewellery market because of its low costs 

and availability of high-skilled labour. The industry generated US$ 38.6 billion of revenue 

from exports in 2015-16, making it the second largest exporter after petrochemicals. 

(Source: www.ibef.org) 

 

Currently, gems and jewellery sector is exposed to various indirect taxes, viz. Excise Duty, 

Service Tax and VAT/Sales Tax. The current indirect tax regime in India provides for a 

complex tax environment due to multiplicity of taxes, elaborate compliance obligations 

and  tax  cascading.  The  proposed  GST  regime  is  expected  to  simplify  the  indirect  tax  

regime as it would subsume most of the indirect tax laws and hence is to be considered as 

a major tax reform. 

 

The proposed GST regime shall subsume various Central and State level taxes and the 

model GST law will include a Central GST, and SGST for intra-State supplies and IGST for 

inter-State supplies. Gems and jewellery items are likely to be covered under the ambit of 

GST and provisions of IGST/CGST/SGST would apply to persons who are engaged in a 

supply of gems and jewellery. Therefore, it’s become the need of jewellery industry to 

implement GST effectively. 

 

In the ensuing paragraphs, we have sought to identify the key aspects of the Model GST 

Law as relevant to the Gems and Jewellery Industry. 

 

1. Possible increase in Gems and Jewellery cost and price?  

Currently, the rates of Central Excise duty on the Jewellery are as follows: 

(i) 1% on transaction value without Cenvat credit on inputs and capital goods. 

(However, credit on input services is eligible), or 

(ii) 12.5% with Cenvat credit of inputs, input services, and capital goods. 

  

http://www.ibef.org/
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VAT is levied at the rate of 1% or different rates (may vary from State to State) for 

sale in India.  

 

Under the model GST law, lowest approved GST rate is proposed to be 5%. If gems 

and jewellery item will be classified under the lowest tax slab, then this will become 

a major concern for this sector paying excise duty @1%. As a result they may have 

to pay CGST/SGST @5% instead of what they are paying in existing taxation laws, 

i.e., 2% (1+1). This shall increase the prices of gems and jewellery. However, this 

will be subject to availing Cenvat Credit of tax paid on inputs. 

 

For  assessees  who are  paying  excise  duty  @12.5%,  if  gems and jewellery  is  taxed  

@5%, then this will be a relief for them. However, classification of goods and/ or 

services is still pending for taxability of GST rate. Therefore, more clarifications are 

being looked at. 

 

2. Taxable Person  

For  GST,  ‘taxable  person’  means  a  person  who  is  registered  or  liable  to  be  

registered under Schedule-V of the Act. Accordingly, every supplier shall be liable 

to be registered under the Act in the State from where he makes a taxable supply of 

goods and/or services if his aggregate turnover in a financial year exceeds rupees 

10 lakhs in the North-East States including Sikkim and hilly areas and rupees 20 

lakhs for other States. Therefore, threshold limits of rupees 20/10 lakhs available 

for registration under GST. A person can opt for composition scheme if the 

aggregate turnover is more than rupees 20/10 lakhs and less than rupees 50 lakhs 

subject to conditions. 

 

Further, importers, exporters and persons who make inter-state supplies shall also 

be considered as a taxable person and needs to be registered under GST 

irrespective of threshold limits.  

 

3. Threshold Limits 

Under Excise law, the benefit of normal SSI exemption (exemption based on the 

value of clearance) is presently available if the value of manufactured goods (on 

own or through job worker) cleared domestically has not crossed Rs. 1.5 crores. (all 

goods manufactured including silver jewellery). 
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Under GST regime, the threshold limit of Rs. 10/20 lakhs is provided for payment 

of GST. Since, under GST regime limit of threshold exemption will be reduced to 

Rs. 10/20 lakhs, it will adversely affect the manufacturers.    

 

4. Shift in Taxable base from Service/Manufacturing/Sale to Supply  

 

In service tax law, rendering of service is a taxable event for levy of Service Tax. 

Similarly, in the case of central excise, manufacturing is a taxable event for levy of 

central excise duty and sale is a taxable event under VAT laws for levy of 

VAT/Sales Tax. However, in GST regime, ‘Supply’ will be considered as a taxable 

event under GST. 

 

Supply shall include: 

· all forms of supply of goods and/or services made or agreed to be made for 

a consideration by a person in the course or furtherance of business,  

· Importation of service for a consideration, and  

· Services have been specified in schedule I, which shall be considered as a 

supply even if made without consideration. 

 

Accordingly, supply includes all forms of supply of goods/or services such as sale, 

barter, exchange, transfer, lease, rental, license or disposal made or agreed to be 

made.  

 

This implies that supply includes everything, even if a person sale his business 

assets  then  GST  would  be  attracted.  Although,  all  forms  of  supply  for  a  

consideration would be covered under GST but if supply is between any related 

person or distinct persons (section 10) without consideration in the course or 

furtherance of business, it would also covered under supply.    

 

As far as importation of services for a consideration is concerned, only importation 

of service for a consideration of service for a consideration shall be covered under 

GST regime but there is exception clause which says that if the importation of 

services from a related person or any of his distinct establishment outside India 

without consideration, then such supply would also be covered under supply. 
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5. Time of Supply of Goods and/or Services 

CGST/SGST/IGST shall be payable at the earliest of the following dates, namely: 

· the date of issue of invoice by the supplier or the last date on which he is 

required to issue the invoice with respect to the supply; or 

· the date on which the supplier receives the payment with respect to the 

supply. 

 

6. Valuation 

 

Transaction value shall be considered for payment of tax, with various inclusions 

prescribed in the valuation provisions/ rules.  

 

Certain inclusions in the valuation are as follows: 

 

(i) Any taxes, duties, cesses, fees and charges levied under any statute (like 

Basic Custom Duty and Anti-dumping Duty), other than SGST /CGST/IGST. 

(ii) Any amount that the supplier is liable to pay in relation to such supply but 

which has been incurred by the recipient of the supply and not included in 

the price actually paid or payable for the services. 

(iii) Incidental expenses 

(iv) Interest or late fee or penalty for late payment of any consideration of supply. 

(v) Subsidies directly linked to the price excluding subsidies provided by the 

Central and State Governments 

 

But shall not include discounts. 

 

Post-supply discounts will not be included in the transaction value if it is 

established as per the agreement and is known at, or before, the time of 

supply. Year-end discounts and discounts offered on achieving a target will 

also be excluded if they could be specifically linked to relevant invoices 

against which discount has been offered. 

 

Therefore, it is important that the proper planning, accounting and 

disclosure of ‘discount’ should be made for the exclusion under transaction 

value. It may be advisable to draft a proper discount policy for smooth 

calculation and disclosure of the discount in the tax invoices to be issued. 
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7. Stock Transfers to be subject in GST 

Since transfer of inputs/ capital equipments from one manufacturing unit to 

another is quite common in this sector. Therefore, manufacturer operating from 

multiple locations in different States would be required to pay GST on stock/ 

Assets transfers from its premises in one State to its premises in another State. 

Further, in case manufacturers are having multiple business verticals within the 

state and if such manufacturers opts to take separate registration for each such 

business vertical, then GST needs to be paid for stock transfers even when made 

within the same State between such business verticals.  

 

8. Place of Registration 

In the present indirect tax regime, there is a concept of Centralized registration 

under Central tax laws. 

  

Under GST regime, registration may be required in each State from where supplies 

are being made. Hence, manufacture/dealer may need to obtain registration in 

each State where there is a premises (including site office) from where services are 

being provided. Centralized registration will no longer be available. 

 

9. Returns 

Under existing indirect tax laws, assessee has to submit 2 half yearly returns 

under Service Tax, monthly /quarterly return under Central Excise and quarterly 

returns under VAT laws in a year. Model GST Act provides following returns which 

are required to be submitted by the registered person :  

S.no. Return Periodic return to be filed for To Be Filed By 

1. GSTR-1 
Outward supplies made by 

taxpayer  

10th day of succeeding 

month 

2. GSTR-2 
Inward supplies received by a 

taxpayer  

15th day of succeeding 

month 

3. GSTR-3 
Monthly return  20th day of succeeding 

month 

4. GSTR-4 
Quarterly return for 

compounding Taxpayer  

18th of the month next to 

quarter 

5. 

 

 

GSTR-5 

 

 

Periodic  return  by  Non-

Resident Foreign Taxpayer   

 

last day of registration 
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6. GSTR-6 
Return for Input Service 

Distributor(ISD) 

15th of the next month 

7. GSTR-7 
Return for Tax Deducted at 

Source(TDS) 

10th of the next month 

8. GSTR-8 Annual Return 
By 31st December of next 

FY 

 

 

10. Reconciliation of Inward and Outward Supplies  

If there is a mismatch between the details of outward supplies uploaded on the 

GST Network by vendors and the inward supplies uploaded by the recipient, such 

mismatches will be communicated to the recipient. 

 

If the mismatch is not rectified by the vendor in the month of communication, the 

recipient will be liable to pay the differential GST along with interest in the 

subsequent month. This provision places the liability for non-compliance on the 

recipients, i.e., the companies, as against their vendors.  

 

Similar provisions have been prescribed wherein details of credit notes issued by a 

supplier  have  to  match  with  the  corresponding  reduction  of  input  tax  credit  

claimed by the recipient. Accordingly, if the recipient does not adjust the input tax 

credit, the tax and interest would be recovered from the supplier. This provision 

places liability on companies for non-compliance by vendors. 

 

11.  Rate of GST 

While rates of GST on are likely to be in the range of 5-28 percent, what rate of GST 

shall be applicable to gems and jewellery is not yet decided. The lowest rate as per 

slabs agreed upon in GST Council is 5 percent. However, lower rate is not ruled 

out. The industry is demanding for a tax slab of 1-2 percent.  

  

12. Payment  

Any tax, interest, penalty, fee, etc., shall be paid via internet banking or by using 

credit/debit cards or NEFT or RTGS. This amount shall be credited to the 

electronic cash ledger of the dealer. No cash payments are allowed.  
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13. Input Tax Credit  

Under present Excise law, Cenvat Credit of inputs, input services and capital goods 

is allowed to a person who is paying excise duty @12.5% and Cenvat Credit of input 

services only to a person who is paying excise duty @1%. 

 

Under GST regime, certain conditions are prescribed for availment of credit, i.e., 

the person should have taxpaying documents and should have received services 

and tax charged by the supplier, on which the recipient is entitled to credit should 

be paid to the appropriate Government. This shall bring onerous compliance 

requirements upon the recipient to verify whether the supplier has discharged its 

tax liability.  

 

While the GSTN system will enable fulfillment of this requirement based on the 

matching principle, inserting this as a condition may require discharge of 

responsibility on the recipient of supplies. 

 

As per Model GST law, 'Capital goods' has been liberally defined for being eligible to 

claim input tax credit in respect of capital goods. “Capital goods” means goods, the 

value of which is capitalized in the books of accounts of the person claiming the 

credit and which are used or intended to be used in the course or furtherance of 

business. Accordingly, input tax credit will be eligible for capital goods only on 

those  goods,  the  value  of  which  is  capitalized  in  the  books  of  accounts.  This  will  

enable many taxable persons to claim cenvat credit. 

 

A taxable person (exporter) may claim refund of any unutilized input tax credit at 

the end of any tax period. In other words, exporter of services shall be eligible to get 

refund on eligible inputs, capital goods and input services. 

 

14. Input Service Distributor Concept (ISD)  

As in the present Cenvat Credit Rules, ISD concept is proposed for transfer of credit 

of input services between two or more locations. ISD can transfer credit of all types 

of GST (CSGT, SGST or IGST). Considering the possibility of multiple registrations 

State-wise, ISD could be used as a tool to ensure optimal utilization of head office-

related credit, hence resulting in actual reduction in cost. 
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15. Refund 

Time limit for making application for refund is two years from the relevant date in 

prescribed form and manner. In some cases, the refundable amount shall, instead 

of being credited to the Fund, be paid to the applicant such as in case of export of 

services etc. 

 

It  would be important to note that the persons would need to deal  with both,  the 

Centre and State Governments, and therefore, there may be duplication of the 

refund procedures. However, refund provisions specifically provide for sanction of 

90% of refund to exporter of services. This will be a major relief for the industries or 

sectors, given that refund claims are often not processed for long periods. For 

balance 10%, prescribed procedure need to be followed. 

 

Refund application has to be disposed by way of a proper order within 60 days from 

the date of receipt of application (which is complete in all respects), else the 

authorities would be required to pay interest on delay beyond 60 days. Issues could 

arise as to when the application can be considered as complete in all respects, and 

therefore show-cause notices for rejection of refund claims may still be issued in 

order to obtain further details, thereby extending this time limit. 

 

In respect of all pending refunds under earlier law those would be processed and 

disposed as per the provisions of earlier law. Any refund found eligible would be 

paid in cash. However, where any refund is fully or partially rejected, the provision 

mentions that such amount shall lapse, i.e., partial refunds are not permissible.  

 

16. Job work and GST 

This sector is highly labour intensive and lot of work is done on a job work basis 

involving manual labour. The principal manufacturer has the option to send 

taxable  goods  without  payment  of  GST  to  a  job  worker  and  bring  it  back,  after  

processing, to any of his own place of business, for supplying such goods on 

payment  of  GST or  export  it.  The  principal  also  has  the  option  to  directly  supply  

final products to end customers on payment of GST or export from the premises of 

job worker itself, subject to fulfillment of applicable conditions. GST credit is 

allowed  in  case  of  direct  receipt  of  inputs  or  capital  goods  by  the  job  worker,  

subject to receipt of goods back by the principal within specified period i.e., one 

year/ three years.  
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Under the present service tax, job works in relation to cut and polished diamonds 

and gemstones, or plain and studded jewellery of gold and other precious metals, 

falling under Chapter 71 of the Central Excise Tariff Act, 1985 are exempt from levy 

of service tax under entry No. 30 of Notification No.25/2012-ST. 

 

17. Transactions between Head office and Branch offices located outside/inside 

India  

Services provided to overseas branch would not be eligible as export of services due 

to specific exclusion for such transactions in the definition of “export of service”. 

This is similar to the existing provisions for export of service to overseas branches. 

 

Model GST law provides that an establishment of a person in India and any of his 

other establishments outside India shall be treated as establishments of distinct 

persons. Accordingly, supply of services to the branch would not be eligible as 

export of services, and as such, benefits available to exporter would be restricted to 

the supply of services to other persons. This could entail reversal of input credits as 

such supply would be treated as non-taxable and not as zero rated.  

 

However, definition of import of service does not specify such exclusion. Logically, 

definition of import of service also excludes services imported from overseas branch 

but clarity should bring for better understanding. 

 

Supply provided to domestic branch in other States shall be considered as distinct 

person. Accordingly, IGST would be leviable on such supplies. 

 

18. Domestic / SEZ Supply 

For  units  located  in  SEZ  having  operations  across  India  and  providing  supply  of  

services to customers located across India, the issue would arise as to where to pay 

GST and whether this would require splitting of invoices based on various locations 

of the service provider or the service recipient. 

  

For this purpose, the model GST law has prescribed the requirement of 

determination of the location from where the services are provided and the place of 

supply of such services, so that GST may be paid to the appropriate Government. 
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In the context of determination of the location from where services are provided, it 

provides clarity by defining the term “location of supplier of service” and the place 

of supply of services is determined based on the “location of recipient of service”. 

With the assistance of these terms, the appropriate location for billing and the type 

of GST to be paid can be determined. 

 

Gems & Jewellery sector is demanding exemption from IGST for movement of goods 

and services in different SEZs across different States.  

 

19. Units located in SEZ 

Various benefits and incentives have been provided to the SEZ units which are 

engaged in the manufacturing and exporting of gems and jewellery in the SEZ area. 

 

Many  tax  and duty  incentives  have  been offered  to  SEZ units  in  the  current  SEZ 

policy to help them attract investments, and in turn, generate employment and 

boost exports. Incentives offered in the present SEZ related policy to SEZ units 

include exemption from Customs/Excise Duties besides exemption from CST and 

Service Tax.  

 

Comparison between taxability under existing indirect tax laws and the model GST 

are as follows: 

 

 

 

 

 

 

 

 

 

 

 

As per revised Model GST law, if a SEZ unit is receiving zero rated supply, it shall 

be  eligible  to  claim refund of  IGST paid  by  the  registered  taxable  person on  such 

supply.  But  again  this  will  lead  to  blockage  of  working  capital  which  may  lead  to  

increase in price. 

Taxes 
SEZ units 

Present regime GST regime 

Customs Duty 

Exempt 

Basic Custom Duty – 

Upfront 

exemption may 

continue 

Excise Duty 

Service Tax 

CST/VAT 
Upfront 

exemption / refund 

Payable 

(subsequently 

refundable) 
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Supply  of  goods  and/  or  services  to  or  by  a  SEZ  unit,  shall  be  deemed  to  be  a  

supply of goods and/or services in the course of inter-State trade or commerce. 

Accordingly,  on  supply  of  goods  and/or  services  to  or  by  a  SEZ unit  shall  attract  

IGST at the prescribed rate but it may not exceed twenty eight percent as proposed 

now. 

  

20.  Exports  

In case of export of products raw material and capital goods are purchased either 

domestically or exported. Presently, these are allowed to be sourced duty free under 

EPCG schemes / Advance Authorization schemes but in GST regime, IGST would 

be payable and later refund sought. This may impact working capital as tax would 

be first paid and then refunded as against zero duty facility. 

 

Merchant exporters will be required to pay IGST and seek refund after exports as 

against current exemption from VAT or CST. Merchant exporter, like manufacturer 

exporter should be allowed to export under a bond. 

  

21. Inter-State or Intra-State Supplies? 

Any  supply  where  the  location  of  the  supplier  and  the  place  of  supply  are  in  

different States then, such supply shall be considered as inter-state supply, 

accordingly, provisions of IGST will be applicable. On other hand, any supply where 

the location of the supplier and the place of supply are in same State then, such 

supply shall be considered as intra-state supply. 

 

22. Place of Supply of Goods and Services 

 

Provisions related to place of supply of goods and/or services are contained in 

following sections, namely- 

a) Section 7: Place of supply of goods other than supply of goods imported into, 

or exported from India,  

b) Section 8: Place of supply of goods imported into, or exported from India, 

c) Section 9: Place of supply of services where the location of supplier of service 

and the location of the recipient of service is in India, and 

d) Section 10: Place of supply of services where the location of the supplier or 

the location of the recipient is outside India. 
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Provisions of place of supply applicable to gems and jewellery units located in SEZ 

area are as follows: 

Situation Place of supply 

Place of supply of goods other than supply of goods imported into, or 

exported from India 

Supply involves movement of goods, 

whether by the supplier or the recipient 

or by any other person 

Location of the goods at the time at 

which the movement of goods 

terminates for delivery to the recipient. 

Goods are delivered by the supplier to a 

recipient or any other person, on the 

direction of a third person, whether 

acting as an agent or otherwise, before 

or  during  movement  of  goods,  either  by  

way  of  transfer  of  documents  of  title  to  

the goods or otherwise. 

The place of supply of such goods shall 

be the principal place of business of 

such person.( it shall be deemed that 

the said third person has received the 

goods) 

Place of supply of goods imported into, or exported from India 

Goods imported into India Location of the importer. 

Goods exported from India Location outside India. 

Place of supply of services where the location of supplier of service and the 

location of the recipient of service is in India 

General Rule Location  of  recipient  of  supply,  if  

available otherwise location of supplier 

of supply. 

i. Organization of a cultural, artistic, 

sporting, scientific, educational or 

entertainment event including 

supply  of  service  in  relation  to  a  

conference, fair, exhibition, 

celebration or similar events. 

ii. services ancillary to organization of 

any of the above events or services, 

or assigning of sponsorship of any of 

the above events 

i. a registered person, shall be the 

location of such person 

ii. a person other than a registered 

person, shall be the place where the 

event is actually held. 

 

(If the event is held outside India, the 

place  of  supply  shall  be  the  location  of  

the recipient) 

Place of supply of services where the location of the supplier or the location 
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of the recipient is outside India 

General Location of recipient of supply, if 

available otherwise location of supplier 

of supply. 

 

23. Import of Goods – GST or Custom Duty? 

In gems and jewellery sector, raw gold and raw material in the form of stones 

(precious and semi precious) are generally imported from abroad. 

  

As per Model GST law, a supply of goods in the course of import shall be deemed to 

be a supply of goods in the course of inter-state trade and accordingly leviable to 

Integrated Goods and Service Tax (IGST). Presently, the customs duty is having 

three major components BCD, CVD and SAD. Under GST regime, levy of IGST on 

imports  would  subsume CVD and SAD.  Also,  it  appears  that  EC and SHEC shall  

continue to be levied on imports of goods on BCD and other Duties under Customs 

Act except CVD and SAD which are going to be subsumed under GST. 

Further, GST model propose only transaction value based valuation. The concept of 

MRP valuation is not there under GST regime. Accordingly, there will be impact on 

customs duty payment on goods on which CVD is levied on MRP based valuation; 

since IGST would levy on transaction value. In proposed GST model, transaction 

value includes any taxes, duties, fees and charges levied under any other statute. It 

means that while calculating IGST on imports, BCD should be added to the 

transaction value of imports. All other customs duty such as anti-dumping duty, 

other  additional  duties  shall  also  be  added  to  the  transaction  value  of  imported  

goods while calculating the IGST on such goods. This would certainly impact the 

valuation, working capital and management of cross border transactions. 

 

Industry  is  demanding  for  a  zero  duty  on  imports  of  rough /  cut  /  pointed  gems 

and stones, besides keeping out of tax net the import of capital goods used as input 

for  exports.  All  imports  may  not  be  exempted  but  relief  given  by  way  of  refund  

route.  
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24. Impact on ongoing Contracts 

Specific transition provisions have been stipulated vide Section 187 for periodic 

supplies as under:  

 

‘187. Notwithstanding anything contained in section 12 and 13, no tax shall 

be payable on the supply of goods and/or services made on or after the 

appointed day where the consideration, whether in full or in part, for the said 

supply has been received prior to the appointed day and the duty or tax 

payable thereon has already been paid under the earlier law.’  

 

It appears that in case of periodic supply of goods/ services, GST provisions would 

not apply even on advances received prior to GST law for goods/ services to be 

provided during GST regime, provided tax has been paid on the same under the 

earlier law. This provision does not cater to a scenario where tax has not been paid, 

but is payable under the earlier law post enactment of GST regime.  

 

Also, there is no provision for treatment of supplies prior to GST law where either 

the invoice has not been raised, or payment has not been received, or tax has not 

been paid prior to enactment of the GST law. This could result in dual taxation 

both, under the previous regime as well as under the GST regime. 

 

25. Arrangement with Dealers / Consignment Agents 

In case of entities which have appointed dealers / consignment agents, there is a 

need to re-look at the agreements. Under the present indirect tax laws, the goods 

could be transferred without payment of any taxes. However, in GST regime, the 

supplies including transfers would be liable for GST. Such dealers / consignment 

agents would be treated as separate taxable persons for GST purposes. Considering 

tax changes, there will be a need to educate dealers / agents to ensure compliances 

and zero unmatched transactions.  

 

26. Managing procurement vendors 

As prices may be expected to come down over a period in GST regime, every 

customer would like to procure goods/services at a cheaper price, given the same 

quality and other parameters. In this aspect, Purchase department of an 

organization has to be more proactive to manage their procurements/ suppliers 

better  and  to  crack  a  better  deal  from  their  vendors.  GST  is  nothing  but  an  
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opportunity for the Purchase department to enhance operational efficiency and 

negotiate better. 

 

27. Transitional Credits 

To  transfer  the  existing  credits  in  the  GST  regime,  one  of  the  conditions  is  that  

such credit must have been admissible in the GST regime. Therefore, following 

points need to be kept in mind: 

· Credits of Service Tax must be properly reflected in the last service tax 

returns filed before appointed day and documentation must be in place to 

establish the same. Further, service tax credit pertaining to inputs in stock 

can also be availed. 

· Since, currently manufacturers who are not availing the credit of excise duty 

and CVD may need to ascertain the value of stock as on the appointed day 

and based on the availability of the invoice, accordingly credit can be 

availed.  

· Similarly, if a manufacturer is not availing the credit of VAT currently due to 

restriction in the state VAT law or due to being in the composition scheme, 

then the credit can be availed based on the ascertainment of stock as on 

appointed day.  

However, if the credit of VAT is being currently availed, then the same needs 

to be properly reflected in the last VAT / Service Tax returns to transfer such 

credits to the GST regime. 

 

Epilogue   

The  gems  and  jewellery  industry  is  looking  forward  to  introduction  of  GST.  

However,  there are quite a few concerns in the Model  GST law, including some of  

the key aspects as highlighted above, which needs to be addressed by business 

entities. GST rate structure and restrictions and conditions on eligibility to tax 

credits on assets/ inputs used for business is also a major area of concern, and the 

credit mechanism should be more liberal. Proper GST administration and 

ascertaining place of supply is (more importantly on inter-state transactions) is 

very critical.  

 

Therefore, classification of gems and jewellery items for applicable GST rate should 

be  made  by  the  Government  keeping  in  mind  of  growth  of  this  sector  which  will  

help in improving GDP. Further, necessary amendments may be required to be 
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made  in  the  SEZ  Act  before  the  introduction  of  GST  so  that  SEZ  units  can  avail  

similar incentives being availed current indirect tax regime. 

 

Government shall also have to address the parallel trade in this sector which post 

demonetization shall be adversely impacted.  
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