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Impact of GST on Insurances in
Bullion Trade — Immediate & long term

Aztur Thakkar, Alllance Insurance Brokers Pvt. Ltd

here is no geinsaying the fact
that G5T, as s philosophy
of One Nation, One Tax, is

8 welcome strategy. Yet, like with
many & good thing that also has a
foul sice, the role out of GST does
have 3 negative impact on the
COnsumer in certain areas, in the
immediate future. Insurance is one
of them.

The insurance payments entities in
Bulkon Domain will fall under two
categories — the personal insurances
taken Dy members of this coman
and commercial insurances taken by
them for their companies.
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Simply put — GST in Insurance will
rezult in Inzursnce consumers in
Sullion domain, ke other insurance
corsumers, paying more while taking
insursnce, and being paid jess, at
least for starters, while receiving a
clzim. A coudle whammy in deeg!!

Let us look ot the personal
Insurances first.

People in the Bullion Domain will
have personal insurances of the
following types:

Life Insurance policies of the below
nature:

L Those that provide vanila risk
cover —the ones that will pay
only in the event of ceath

2. Thoze that provide rizk cover,
but also keep paying you dack
during your ifetime out of
the premium you pay — like
Fenzions, Money Back palices,
etc.

3. Thoze that combine risk with
Irvestment — Here, a part of
what you pay goes to cover the
risk, remaining is an nvestment
on which you keep receiving
returns, ke in the case of
ULPs.

Tax had stwsys deen appicabie only

on the part of the payment you
make towards risk cover. That part
of your peyment which goes into
investment had not been subject to
tax. Since G5T iz primaniyy s tax on
spending and not on investment, this
stustion remains the same.

4.  In addition to the above, peopie
in Sution Domain atso have
Health Insurance pokcies for
themselves and their families.

In simost 2l cases, consicenng the
economic strats these people belong
to, they hawe sil the adove polides.
And for fairty high sums. Meaning,
the premium they pay on these
policies is also pretty high.

Let us zee what happens to you since
you are someone who has adi are
maost of these poficies.

W/ith G5T, 85 against the 13% Service
Tax you were paying on that part of
your payment meant for risk cover,
now you will pay 18% G5T!!

Effectively, on every renewal
premium you pay as well a5 the
premium on any fresh policy you



may henceforth take, you will 2nc up

peying mare.

And you will zuffer this agcitional
outzo even when you pay future
instaiments on polices you have
taken prior to G5T implementation:!!

While thiz i the zcene with your
personal policies, what happens
with your Corporate policies?

On a carsory giance it would look as
though your compeny, deing entitied
to Input Tax credit, mey not suffer
acditional hit on its P&L decauze of
the GST rate being higher than the
Service Tax rates, zince you can cleim
credit on the GST you pay. However,
it remains @ moot point as to - Is G5T
peid on Heaith & Life, even under

your company’s Group polides
esgibie for input Tex cradit.

Every which way, therefore, while
ntins inzurance, you end up peying
more.

Now, iet us ook at the zecond
whammy — How GST impacts ciaims,
especislly property cisims.

Moztly theze cisims are paid after
the damaged property iz reinstated,
and the azzessment is bazed on
proof of purchaze of stuff that

go into repairing/reinstating the
camaged sszets.

Vie sil know that not ail theze
purchases, espeally of services

like 32Dor, are currently mace from
corporate houses. Sudztantial parts
Of theze purchazes are made from
locaiizec providers, ooth for eaze
and convenience anc because

they are cheaper in price. 1t will
take time for thess entities to get
their GST registrations. Till such
time they set such registrations,
insurance Companies may De averse
to recogrezing theze bills and may
cizaliow them from the aszessment.
That will ieave you, the caimant
short dllnsed.

So, is GST a curse than a boon?

On the contrary. The sbove are the
immediate impacts defore the eco
system evolves and adjusts to G5T
Once that happens, premiums will
actually stadilize since there isa
certsinty to taximpact on premium,
and the impact of G5T being higher
than the current Service Tax will
et abzorbed within the premium
component. in simple Engiish,
therefore, the duyer of insurance
may not quite pay more,

Simitarty, on the claims front: GST
would effectively eliminate goods
and services baing proviced by less
reliabie, if not fly oy night, entities.

There would be sreaur trmspwency

in the entire economic system

The aszessment of cleim will thus
become easier and faszter, since the
purchase cocuments in support of
the ciaim will be mare authentic,
requiring leszer scrutiny, inspection,
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sometimes even investization, by
the insurance companies. Net to net,
you will get your cisim faster, and
will actusity end up saving on cost of
fund:.

Therefore, to conclude, once

the initiai pangz are behind us,

in inzurance 3z in 2l parts of the
economyy, S5T will usher in an

era of grester tranzparency and
authenticity, resulting in consumers,
including consumers of insurance,
standing to gain, not sione in the
price they psy but aiso through the
overnll efficency GST will facilitate.

So, in my personal opinion, thiz
meazure also resuits in short term
pain for long term denefit - pretty
much like the earfier measure of
cemonenzation.

The Zuthor iz Director & Cofounder
in Aliance rsursnce Brokers Pt
Ltd. He c=n be contacted at satur@®
alisncsrsurance.in

Disclaimer: Views are personel and not
the views of the pabiisber,
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