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RespectedSir

Re:SpecialProvisionsofInputTaxCredit(ITC)underGSTActforBanks&FinancialInstitutions
Re:GSTpayablebybanksonpremiumpaidtoinsurancecompanyonbehalfofretirees.

Asyouareaware,Goods&ServiceAct(GST),2017wasmadeapplicableinthecountryfrom1.10.2017
andhascompleted4yearsofitsexistence.

2.Inthisregard,yourkindattentionisinvitedonthefollowingspecialprovisionmadeinGSTActunder
section17(4)accordingtowhichbanksandfinancialinstitutionshavebeengivenoptiontoclaimbenefitof
inputtaxcreditattherateof50percentofeligibleinputtaxcrediteverymonthoutoftotalGSTliabilityof
theconcernedbank.

“Abankingcompanyorafinancialinstitutionincludinganon-bankingfinancialcompany,engagedinsupplying
servicesbywayofacceptingdeposits,extendingloansoradvancesshallhavetheoptiontoeithercomplywith
theprovisionsofsub-section(2),oravailof,everymonth,anamountequaltofiftypercent.oftheeligible
inputtaxcreditoninputs,capitalgoodsandinputservicesinthatmonthandtherestshalllapse”

3.AsperprovisionsoftheBipartiteSettlementdated25.06.2015,IBAandmemberbanksareengagedin
managinggroupinsurancepolicyforeligiblebankretirees.Underprovisionsofthissettlement,memberbanks
collectinsurancepremiumincludingGSTattheapplicableratesfromindividualretireeswhoexerciseoption
undertheschemeandpassontheamountsocollectedtotheinsurancecompany.Further,asperthe
provisionsofthescheme,singleinsurancepolicydocumentisissuedbyinsurancecompanyinthenameofthe
concernedbankwhereindetailsofpremium withdetailsofGSTchargedpaidbytheconcernbankare
specificallystated.Accordingtothis,concernbankbecomesliabletopayGSTonretireepolicyandtherefore
eligibletoclaimbenefitofinputcreditaspertheprovisionsofGSTActtotheextentof50percentorfull
amount.

4.Youwillkindlyappreciatethatbankretireeswhohavebeenexercisingoptionforgroupinsuranceand
payingpremiumincludingGSTfromtheirpocketshaverighttoknowandenquireaboutexactpositiononITC
claimedbymemberbanksonsuchtransactionsandtotheextentbenefitreceivedbytheminreducingtheir
overallliabilityonGST.ButwedonotfindthistypeofimportantdisclosurecomingfromanybankorIBA
duringlast4years.



5.Thoughwedonothaveofficialdataavailablewithusonexactnumberofretireeswhohaveparticipated
undertheschememanagedbyIBA/memberbanksinlast4years,however,onthebasisofinformationwe
havebeencompilingonyear-to-yearbasis,wefindthatmemberbankshavecollectedGSTfromretireesunder
thescheme4timesfrom1.11.17to1.11.2020and5thinstalmentwillbecomedueforcollectionon1.11.2021.
Wefurtherfindthatonanaverage,2lakhsretireeshaveparticipatedundertheschemeeachyearinlast4
years.AveragepremiumpaidbytheretireesforavailinggrouphealthinsurancebenefitcomestoaboutRs.
22000plusGSTduringthisperiod.AccordingtothiscalculationtotalamountofpremiumandGSTpaidcomes
toasunder

(a)TotalPremiumpaid2.00lakhsxRs.22000x4 Rs.1760Croresapprox.
(b)GSTonabove@18percent Rs.316Croresapprox.

Total Rs.2076Croresapprox.
EligibleforInPutTaxCreditunderSection17(4) Rs. 158Croresapprox.

TheabovedataareindicativeandbasedonourcalculationsExactdataareavailablewithmemberbanks.Inall
fairnessandasgoodcorporatecitizenandalsoasmodelemployer,thememberbanksmaybecalleduponto
releaseandbringinpublicdomain,allrelevantinformation/dataonthesubjecttoensuremuchneeded
transparency.

6.Whilstonthesubject,itwillnotbeoutofplacetomentionthatbankretireeshavepassedthroughvery
difficultandchallengingtimeduringsecondcovidwavesufferingheavyfinanciallossesinhealthmanagement.
Contrarytotheveryreasonableexpectationsofretireesforsomesortofsupportcomingfrom bank
managementsinrenewinggrouphealthinsurancepolicy,difficultiesofretireeshaveinfactmultipliedinthe
formofpremiumratesgoingupby40percent,notasinglesuggestionsgivenbyretireesforreductionin
premiumhavebeenconsidered,totalreluctanceonthepartofIBAtoholddiscussiontoconsidersuggestions,
notconsideringrequestforsubsidyoutofwelfarefundsetc.

7.Undersuchhighlydifficulttime,weexpectbankmanagementandIBAtocomeoutwithproperandcorrect
disclosureonthesubjectandconsiderpassingontheITCbenefitstoretireesifreceivedbybanksunder
section17(4)ofGSTAct.Itwillbefinestandhumanitariangesturefrombankmanagements.

8.ItmaybementionedthatAllIndiaBankRetirees’Federation(AIBRF)isthelargestandoldestapexlevel
retireeorganisationsofbankretireeswithpresentmembershipofmorethan2.5lakhsandisalsoregistered
underTradeUnionAct,1926.WehopethisaspectwillbeconsideredbyIBAandshouldbereadytoshareor
askmemberbankstosharethisvitalinformationwithourorganisationandalsomakeitpublicwithproper
disclosure.

RespectfulRegards

YoursSincerely

(S.C.JAIN)
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1.TheJointSecretarydepartmentofFinancialServices,NewDelhi
2.Secretary,GSTCouncil,NewDelhi
3.TheChiefExecutive,IBA,Mumbai
4.TheConvener,UFBUanditsaffiliates




