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GST council decides on three 

important issues 

   

In its first meeting, the GST 

Council has set threshold limit of 

annual turnover below which the 

business would be out of the GST 

ambit. The threshold set for 

Northeastern States, including 

other hill States and for rest of 

India is Rs. 10 Lakh and Rs. 20 

Lakh, respectively. The 101st 

Constitutional Amendment Act has 

accorded special status to the 

Northeastern and hill states.  

As regards the issue of 

administrative control over indirect 

tax assessees, the Council 

consented on conferring the sole 

jurisdiction over assesses, having a 

turnover of Rs. 1.5 Cr. or less, to 

the States and those exceeding Rs. 

1.5 Cr. would be jointly with the 

Central and State Governments.  

The Council also decided to let the 

Centre retain the existing 11 Lakh 

service tax assessees  

Further, the council also agreed 

compensation payable by Centre to 

the States for losses of revenue 

because of the shift to GST, would 

be quarterly or bi-monthly and 

2015-16 would be the base year for 

calculating the compensation 

 

COMMENT: Setting of threshold 

at higher than proposed would 

exempt many small scale traders 

and service providers.  

 

 

 

 Too many exemptions in GST would lead to 

higher rates: warns Finance Minister 

Ahead of GST Council’s first 

meet, Finance Minister Arun 

Jaitley cautioned against the 

proposal of granting too many 

exemptions as it would lead to 

higher rates for those falling 
under the tax ambit. For 

keeping sufficient revenue for 

the government, giving 

exemptions to many would 

lead to extra burden on those 
subjected to tax under the 

GST regime. The government 

is aiming at keeping a 

moderate GST rate that is 

non-inflationary but the same 

is dependent on 

factors like number 

of goods exempt from 

tax, those taxed at 

lower rate and those 

taxed at sin rate 

COMMENT:  

To distribute the tax 
burden equally, the 

exemption list must 

be cut short. 

 

Insurance Industry seeks exemption, differential 
rates under the GST regime  
 

The Life Insurance Council, a set of 24 Life Insurers, is all 

set to raise its voice to seek exemption from the GST 

regime.  

Life insurers want exemption from the GST regime on their 

premium income as they contend that since 2012 when 

the insurance industry was brought under the service tax, 

their premium income has remained stagnant. The general  
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"More the exemptions, the higher will be the rate... 

Because when you exempt some people, you charge 

others a higher rate. For everybody to accept 

exemptions, actually would end up in a higher rate. 

India indefinitely cannot survive and sustain 

merely on regimes of incentives and exemptions" 

-Arun Jaitley 
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 CBEC issues the much needed extensive FAQs detailing 
taxability of e-commerce players and taxi aggregators 

 
 

 

 

A separate compensation law likely to be introduced to 

assure States  

   

To assure States that their revenue would be intact under the GST 

regime, even in case the rate of tax is low, the Government is likely 

to bring a separate law containing details of the method of 

compensation to the States for any loss of revenue cause due to the 

shift to the GST. 

Though the Constitutional Amendment talks of Centre providing 

compensation to the States for the first five years to make good for 

loss of revenue but it is silent on the details for procedure of the 

same. Therefore, a separate compensation law is being considered 

to give the Constitutional provision a statutory framework and a 

legal backing 

The Centre is aiming a lower rate of GST and to gain States’ 

consent for the same, a legally binding compensation mechanism 

would be helpful as it would protect against any loss caused due to 

lower rate of GST. 

 

COMMENT: There has been a widespread demand to keep the rate 
at 18%. 

 

insurers have sought 

differential rates for their 

products. The burden of 

service tax is ultimately 

passed on to the customers 

and hence the customers do 

not find investing in insurance 

as profitable anymore. 

On the other hand, the 

Finance Minister has been 

calling out to reduce the 

number of exempted services 

so in order to ensure even 

distribution of tax burden.  
 

COMMENT: Since the 

Insurance Industry was 

subject to service tax, hence 

the services under it may 

continue to remain taxable in 

the upcoming GST. 

 

The CBEC released a 268 page frequently asked questions (FAQs) to answer and bring clarity to the Model GST 

Law. The booklet clarified that taxi aggregators and e-commerce players will have to register under GST and 

there will be no threshold exemption for them. It has specifically clarified that companies which supply goods 

through their own websites will not be considered as e-commerce operators. "A person providing any 

information or any other services incidental to or in connection with such supply of goods and services through 

electronic platform would be considered as an operator. A person supplying goods/services on his own account, 

however, would not be considered as an operator," said the FAQs. Therefore only the intermediaries shall be 

required to register under the GST 

COMMENT: The FAQs shall help resolve any uncertainties and doubts in the model GST Law 
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