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The Economics of Olympics — How hosting Olympics doesn’t

favour the hosts and its taxpayers

Olympics — once in every four years, athletes and
teams from around the world compete against each
other — a global event in a true spirit. Ever since the
first modern games in 1896, the Olympics have
evolved dramatically. The sports have become
competitive and it’s a pride to watch national athletes
compete at a global level — something that brings
people of a nation together irrespective of the
differences within. However, the business end of the
event has suffered adversely. The costs of hosting and
the revenue produced by the spectacle has increased
rapidly over the past years and this has led to
controversies over the burdens that a host country
has to shoulder. An increasing number of economists
argue that both the short term and long term benefits
of hosting the Olympics are exaggerated and even

non-existent as it leaves many host countries with

large debts and maintenance liabilities. There’s no
doubt that the Olympics is an event appreciated and
loved across the world, however, if the economies of
hosting the Olympics do not support the games, how

long will it survive?

When the sportsperson and the support staff arrived
at the Tokyo Olympics, they discovered something
unusual about the beds in the athletes’ village — they
were made of Cardboard, no wood, no metal but
completely using cardboard. The beds have been
made by Japanese Company Airweave and while
many were surprised how these beds would hold, the
beds are more solid than wood and sturdier than they
look, according to the company. The Japanese
organisers opted for the cardboard beds instead of
wood, to recycle them after the event is completed, as

the beds are made out of recyclable materials.
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A study by Oxford University suggests that the Tokyo
2020 Olympics is already the most expensive in
history. The costs involved in upgrading
infrastructure, the postponement of the games from
2020 and a blanket ban on spectators to curb the
rising rate of coronavirus cases in Japan have all been
pivotal reasons behind the skyrocketing of the
hosting finances. While the event is important, once
the event is over these infrastructures which are
specially built for the Olympics become a waste, or
the cost of maintaining them is so high that most
Olympics sites are abandoned instead. Hosting the
Olympics is becoming a burden than an exciting

opportunity.

Hosting countries earn from ticket sales, sponsors,
investment companies, hospitality companies and
television broadcasting rights in the country and
across the world. Owing to the COVID-19 pandemic,
spectators are not allowed in the Tokyo Olympics
2020 and thus, the projected USD 800 million income
from ticket sales for the Tokyo Olympics Committee
is now blown away in thin air. However, the Olympics
Committee expects to earn around USD 3 billion from
60 Japanese companies who have invested in various
areas across the games and at least USD 200 million
by the additional sponsors to secure contracts. The
Tokyo Olympics has also managed to secure around
USD 2 billion from TV rights, sponsorships and
hospitality. Broadcasting contracts across Asia,
Europe and the States have also pumped in further

USD 3 billion for the hosting committee.

Bidding

To being with, submitting a bid to the International
Olympic Committee (IOC) to request hosting the
Olympics itself costs millions of dollars to the
applicants. Cities typically spend USD 50 - 100 million
in fees for consultants, event organizers, and travel-
related to hosting duties. All these expenses are good
for nothing if they do not win the bid. For example,
Tokyo lost approximately USD 150 million while
bidding for the 2016 Olympics and spent
approximately USD 75 million on its successful 2020

bid.
Public Infrastructure

Now coming to hosting the games which are even
more costly than the bidding process, the host
country has to arrange for infrastructure in the city as
people from around the world would be visiting the
city. The roads have to be prepared and even added
specifically for the Olympics to manage the traffic.
Airports are to be enhanced so that they can have the
capacity to manage the high frequency of flights.
Public Transport such as Buses, Rails and Metros
have to be upgraded to accommodate a large number
of tourists and also to provide relief to the road
traffic. These are public infrastructure and its up-
gradation is helpful for the country in the long run.
However, certain expansions such as the expansion of
airports, railways and new special roads usually do
not have much use once the city returns to its

normalcy. The construction of these special-purpose
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infrastructures happens at the cost of town planning
as the event is of high importance and result in

problems in later years.
Hospitality

Apart from infrastructure, the hosts have to prepare
housing for all the athletes in a special Olympic village
as well as make available at least 40,000 hotel rooms
and specific facilities as a part of hospitality — all in
one city. While the developed nations may already
have a part of this capacity, the same does not apply
to every city and other country. Besides, similar to
public transportation infrastructure, once the event is
over, the hotels may not be in much business unless
the tourism of the city shoots up. The Tokyo Olympics
2020 opting for recyclable beds explains that the beds
are usually of no further use after the event and thus,
it is important to make sure that they provide some
benefits in return - in this case, recycling would fetch

recovery of costs.
Sports Facilities

The host nation has the more important
responsibility of developing world-class stadiums and
sports facilities for all the sports games which are part
of the Olympics. However, post completion of the
Olympics, the cost of maintaining such facilities is a
burden for the host country and while they are useful
for the athletes of the particular country, they won't

be useful longer if they don't find the upkeep money.

Overall, infrastructure costs anything between USD 5
billion to USD 50 billion and often exceed the

revenue.

While on most occasions, Olympic games have
managed to provide a profit to the hosting
committees, the host country’s economy has suffered
losses owing to the Olympics except the Los Angeles
Olympics in 1984. Olympic Games which were held in
Rio 2016, Sochi 2014, Athens 2004 and Montreal 1976
have been economic disasters, as the host countries
are still in debt after years with losses worth billions.
By the time Montreal finished paying offits debt from
the 1976 games, it was 2006, 30 years passed by.
Russian taxpayers pay almost USD 1 billion annually

to clear the debt from 2014 Winter Games in Sochi.

London paid USD 14.6 billion for hosting the
Olympics and Paralympics in 2012. Of the total, USD
4.4 billion came from taxpayers. Beijing spent USD 42
billion on hosting in 2008. Athens spent USD 15
billion hosting the 2004 Olympics. Taxpayers in
Athens continue to be assessed payments of
approximately USD 56,635 annually until the debt is
paid in full. Sydney paid USD 4.6 billion hosting the
Olympics in 2000 and taxpayers covered USD 11.4

million. Rio de Janeiro is expected to pay over USD 20

billion by the end of the 2016 Olympics.

Income from the games often covers only a portion of
expenses. For example, London brought in USD 5.2
billion and spent USD 18 billion on the 2012 Summer
Olympics. Vancouver brought in USD 2.8 billion,
after spending USD 7.6 billion on the Winter Games
in 2010. Beijing generated USD 3.6 billion and spent
more than USD 4o billion for the Summer Olympics

in 2008. As of 2016, Los Angeles is the only host city
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that realized a profit from the games, mostly because

the required infrastructure already existed.

The Japanese Economy is no different. Depreciation
of the currency Yen with comparisons to the stronger
currencies like the US Dollar and Euro has made
import costs much higher with the renovation of
National Stadium and Gymnastic venue alone costing
over USD 2 billion after scraping costlier renovation
plans. The Badminton Plaza cost USD 330 million, the
Aquatics centre cost USD 540 , the Volleyball arena
cost USD 320 million. Building the Games village cost
USD 2 billion. Part of the reason for the inflated
renovation costs is also attributed to the lack of
labour in Japan. The added cost of USD 900 million to
ensure COVID-19 Standard Operating Procedure
became another additional burden. Japanese
Government Auditors have estimated that the costs of
Tokyo Olympics 2020 could also shoot to around USD
26 billion including the post-games infrastructure
maintenance. While the revenue is nowhere close in

comparison.

The boost in jobs for the host cities from the Olympics
is not always as beneficial as it is perceived to be. For
example, Salt Lake City added only 7,000 jobs, about
10% of the number that officials mentioned prior to
the event when the city hosted the 2002 Olympics.
Most jobs go to workers who are already employed
and it does not help the unemployed workers. Most of
the profits made by the construction companies,
hotels, and restaurants go to international companies
rather than to the host city’s local companies, as the
event is huge and high standard brings higher

reputation.

There’s a growing consensus that the Olympic Games
needs reforms to make them affordable. The I0OC
bidding process encourages wasteful spending as it
favours the applicant with the most ambitious plans.
This so-called winner’s curse means that bids are
often overinflated by the local construction and
hospitality lobbying and overshoot the actual value of
hosting. the International Olympics Committee (IOC)
has lately, promoted reforms under the ‘Olympic
Agenda 2020 which include reducing the cost of
bidding, allowing more flexibility in using existing
sports facilities, encouraging sustainability strategy,
and increasing auditing and transparency. However,
more drastic measures are necessary. Few authors
recommend one city be made the permanent host to
allow the reuse of expensive infrastructure. City
plannings of the host need to ensure that the games
fit into a broader strategy and promote development

that outlives the event.

Hosting Olympics most often results in severe losses
for the economies and unless a city already has the
existing infrastructure to support the excess crowds
that pour in during the Olympics, not hosting the

Olympics is the best option.



https://www.greenvissage.com/

Factoring — How bill discounting can revive the MSME sector by

tapping the blocked working capital

By Amit Chandak, Associate Director, Greenvissage

Businesses are often stuck between debtors who
won’t pay on time and creditors who won't wait. In
between, a businessperson often ends up offering
higher discounts to their debtors for early clearing of
receivables or buying at higher prices from its
creditors who may offer a longer credit period to
settle the bills.If you are a businessperson, you might
have already experienced how essential it is to
manage working capital and review it periodically.
Many studies suggest that poor management of
working capital was most often the reason behind the
failure of businesses. This is because if a few
receivables turn bad, bankrupt or won’t pay owing to
pending litigations and even deliberately sometimes,
it affects your working capital, although it seems

healthy on your balance sheets.

India is a developing country and our economy

majorly consists of micro, small and medium
enterprises (MSMEs). The MSME sector comprises
small businesses, manufacturers, wholesale and retail
traders who belong to the middle-class strata of the
society. For a long time, this section of the economy
has been neglected as the early focus after
independence was on large scale industrialisation and
self-sufficiency, and later the focus shifted on
liberalisation and foreign investments. In between
raising people from poverty and serving the rich
industrialists by policy-making, the MSME sector
never received the push that it needed from the
economy and the middle-class people have stayed
where they were. However, the Governments have
realised that a small push or an initiative for the
MSMESs can have a ripple effect on the economy. And
thus, lately, the Governments have been bringing up
initiatives with a focus on the MSME sector. One such
initiative taken recently has been ‘factoring’ — solving

the principal problem of the MSMEs - blocked

working capital.
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Post-pandemic, most businesses have faced one of
the toughest times in managing their working
capital. Although their receivables exceed the
payables, they are still unable to clear the dues as their
customers haven’t paid the outstanding bills. MSMEs
are usually unorganised and therefore, there are long
chains of businesses that buy from one business and
sell to the other, before the goods ultimately reach the
retail customers. Similarly, in industries where
products are processed at multiple stages such as
food processing, textile manufacturing, etc. the
goods from farms have a long distance to travel
before they reach the ultimate customers. In such
situations, if one of the businesses in a chain of such
businesses defaults, or is unable to pay his dues, the
entire chain preceding such buyer is blocked, as
MSMEs have limited funds in their business.
Factoring can resolve such problems by financing a
business with funds and avoids failure of the entire

chain of business.

When you sell your goods, you offer a credit period.
Selling to smaller customers is riskier as your
receivables are more to bad debts and hence, the
focus is always on bringing in bigger customers who
also place orders in bulk. However, big customers
come with large negotiation power as well and one
area which gets negotiated without many talks is the
credit period. Small businesses are in the realm of
large customers and have to live by their terms. This
often results in blocked working capital funds and
borrowings from banks and sometimes even friends

and relatives. Factoring aims at solving this problem.

A factor is an intermediate financial agent who
provides cash or financing to the selling party by
purchasing their bills receivables. Factoring services
are usually provided by banks and finance companies.
So, if you sell to a buyer, the factor will pay you
instantly against the bill and release your working
capital pressure. Later, when the bill becomes due
and the buyer pays the same, the factor collects the
proceeds of the bills. The factors earn by way of
commission and fees based on the value of the bill and
other factors such as the dependency of the buyer, the
turnover and records of the seller, etc. So when factor
pays you instantly they deduct their commission and
fees, and you receive the balance proceeds. Factoring
of bills receivable is also known as ‘Bill Discounting’ as
you receive the discounted value of the bill. Factoring
helps the seller by providing them with short-term
cash needs by selling their receivables in return for an
injection of cash from the factoring company. For the
buyer, it is usual business, except that the payment

when due is to be paid to the factor and not the seller.

Following are a few things, you must know in relation

to factoring.
Full Factoring and Recourse Factoring

Usually, the factor pays your proceeds of the bill after
discounting and later collects the payments from the
buyer. What if the buyer fails to pay the proceeds and
the receivables turn into bad debt? In such cases,
depending on the factoring arrangement, the liability
may or may not fall back to you. If you enter into a

‘Full Factoring’ or ‘Factoring without Recourse’, your
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liability will be dismissed as soon as the factor pays
you. If the debt thereon turns bad, it won’t fall back to
you. However, if you enter into a ‘Recourse Factoring’
or ‘Factoring with Recourse’, you will not be resolved
of your liabilities until the buyer pays the factor on
the due date. If the buyer fails to pay, it would
become your liability to pay the factor. Thus, in
recourse factoring, there is no debt protection.
Accordingly, it is obvious, the bank charges a higher
commission for ‘Full Factoring’ as it involves more

risk than in ‘Recourse Factoring’.
No collateral securities

The key feature of factoring arrangements is that it
does not involve any kind of mortgage of collateral
properties as in the case of term loans. Further, there
is no need to submit any working capital statement
every month as in the case of working capital
overdrafts or cash credits. The factors collect
documents such as business registrations, past
financial statements, current business profile and
details of top customers. They have access to your
credit scores and the same of your buyers. There is a
processing fee involved at the time of registration.
Once registration i.e. factoring agreement has been
signed, merely submission of the invoice and related
documents, and thereafter acceptance of the same by

the buyer is sufficient to receive the funds from the

factor.
Disclosure to buyer

A factoring arrangement is usually disclosed to the
buyer, as the buyer has to pay directly to factor,
instead of the seller. The name of the factor and other

details are to be disclosed in the invoice. However,

there are also Undisclosed Factoring Arrangements
where the details of factoring are not disclosed to the
buyer or in the invoice. There are different ways of
dealing with collections in such cases. Usually, the
documentation is made in such a way as if the goods
have been sold to the factor first who in turn sells the
same to the intended buyer and appoints the seller as
an agent to recover the debt from the buyer. Instead
of merely financing the arrangement, the factor
assumed the responsibility of non-payment.
Sometimes, the factor maintains the sales record of
the seller and the amount advanced is recorded as

borrowing by the seller and the seller is liable to repay

the debt when his dues are cleared.

Liquidity

Instant availability of finance helps in maintaining
the liquidity in the business. The factoring
arrangement regularises the business’s cash flow and
increases the working capital. Thus, making more
funds available at your realms and thereby more

power to negotiate with your vendors.
Guarantee

One of the major risks for businesses is certainly that
of being unable to collect the proceeds of their sales
i.e. bad debt risk. In a factoring arrangement, the
factor who is often a bank or financial company
whose job is to provide finance, the risk can be

eliminated by opting for factoring without recourse.
Credit Investigation

The factor makes a thorough investigation of the

buyer’s creditworthiness, financial strength, and
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market reputation. This also helps you minimize your
collection risks and develop a high-quality customer

portfolio for your business.

Time

Time is money. Wasted time is a luxury that no one
can afford in a business. Investigating the customer,
managing and making collections, handling credit
procedures, etc can all take up time and by taking
advantage of factoring services you can put the time

to better use by developing better business plans and

competitive advantages.
Lower Costs

Factoring reduces the time, effort and money
involved in bookkeeping. It allows you to make cash
payments to your suppliers and thus, you can avail
cash discounts from vendors and reduce costs. As
against loans from banks, it does not involve heavy
documentation or mortgage of properties which take
way too much time and attention away from the core

business activity.
Financial Strength

Factoring makes it possible for a business to finance
its operations from its receivables. The average
collection time of receivables will be lowered and
thereby, your trade payables as well. The reputation
of the business will improve owing to prompt
payment of dues and thus, the financial structure will
also be stronger. The need for loans or funds from

investors for working capital can be avoided.

Factoring companies are not one-size-fits-all. Many

companies cater to specific industries such as
automobiles, construction or staffing. Banking
companies also offer factoring services, but the
majority of factoring companies are independent
financers. When a business factors their invoices, the
factor advances up to 90% of the invoice value to the
business. When the factor collects the full payment
from the end customer, they return the remaining
10% to the business, minus a factoring fee. The fee is
typically between 1% and 5% depending on multiple

factors, like the age of the invoice, the risk involved

and creditworthiness.

The factoring company usually has investors or
borrowings from other financiers. Against the funds
available, the factoring company offers the seller
instant payment of their bill. The factoring fee covers
their interest dues to investors and lenders, the
collection costs, the administration costs and the
profit margin for the risk undertaken. The business
model is similar to banks who lend money to
businesses except that the financing here is of smaller
quantum, for a brief period like 3 to 12 months, and
riskier as there is no collateral security. To cover the
risks, the factors also take insurance against all such
outstanding collections. Of course, the factoring
business has more margin than the banks have in

their loans, however, the stake is also higher.

Factoring is a popular mode of working capital
financing in the developed economies, as it provides a
complete financial package that combines working
capital financing, credit risk protection, accounts

receivable bookkeeping and collection services.
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However, factoring hasn’t been much successful in

India owing to a few reasons.
Double-credit on same receivables

The factoring companies often offer their services to

customers who already have working capital
borrowings from the banks who offer the same as a
‘Cash Credit’ against the working capital gap. Many
borrowers do not exclude the factored receivables
from their Receivables Statements while submitting
to the bank periodically for the cash credit facility.
This results in double financing of the same
receivables. The loopholes have been exploited by

many sellers in the past.
Availability of loans

Banks have deeper roots in India than factoring
companies. Most MSMEs who are located in smaller
towns and cities have banks available to finance but
not the factoring companies. Most factoring
companies are also sector-specific and thus, they

haven’t been able to reach their intended customers.
Frauds and Collusions

Factors in India have to face frauds and collusions
such as fake bill scams, deliberate rejection of goods
by buyers to avoid payments, direct cash settlements
with sellers, etc. There is no authenticated document
verification mechanism in place and also no credit
insurance cover against the same. Documentations
for sales are weaker in India and MSMEs usually do
not maintain a thorough record of inventory,
shipping, delivery and acceptance of goods. This

further makes the process cumbersome.

The weak legal system for recovering

Factors are unsecured lenders and thus, in case of
bankruptcy of the buyer or the seller, the factor would
always be amongst the last ones in the queue. In the
absence of access to debt recovery tribunal (DRT),
factoring litigations take time as the legal system in
India is already overburdened. Thereby, the risk

appetite of factors is significantly deterred.
Deterrence by buyers

Often buyers avoid agreeing to a factoring
arrangement by the seller, in fear of being chased by
third party financing companies who are equipped to

take legal actions in case of non-payment.

The Parliament has cleared the amendments to

Factoring Regulation (Amendment) Bill, 2020.
Following are the changes that have been approved

which will improve the factoring market in India.

1. The amendments make it possible for
approximately 9,000 Non-Banking Financial
Companies (NBFCs) in India, to participate in a
factoring arrangement. Earlier, only companies
with banking license from the Reserve Bank of
India (RBI) were allowed to act as a factor and
only NBFCs whose (i) 50% of financial assets were
in factoring business, and (ii) 50% of the gross
and net income was from factoring business,
were allowed to act as factor. The amendment
now removes this threshold for NBFCs to engage

in the factoring business.

2. The Government will soon make it mandatory for
all companies with a turnover above INR 250

crores to register on the TreDS platform.
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4. Factors are required to register the details of
every transaction within 30 days. These details
were recorded with the Central Registry setup
under the Securitisation and Reconstruction of
Financial Assets and Enforcement of Security
Interest (SARFAESI) Act, 2002. The company and
each officer failing to comply could face a fine of
up to five thousand rupees per day if they fail to
do so. The bill has now removed the 30 days
period and new rules concerning the period,
manner of registration, and a late fee will be

announced soon.

5. Factoring business was defined as the business of
(i) acquisition of receivables of an assignor by
accepting assignment of such receivables, or (ii)
financing against the security interests of any
receivables through loans or advances. The bill
now amends this to define factoring business as
the acquisition of receivables of an assignor by
assignment for consideration. Thus, now the
acquisition should be only for the collection of the

financing against such

receivables or for

assignment.

Factoring is capable of unlocking the blocked working
capital funds of MSMEs and also help them resolve
the problem of delayed collection of bills. The new
changes have been brought keeping in mind the
difficulties faced by the MSME sector during the
lockdown and pandemic. The government’s official
website ‘MSME Samadhan’ which mediates the

problem of bad debts and delayed payments of
MSMEs displays that at the end of July 2021, 84,362

applications have been filed by MSMEs of which only
8,134 cases have been resolved by the council, 22,106
are under consideration while 30,676 cases are not yet
opened by the MSME. Other applications were either
mutually settled or rejected. This explains that the
earlier system of monitoring payments has failed to
serve its purpose and therefore, a new mechanism

was necessary.

The government feels that factoring can solve the
problems of the MSME sector in India. The changes
are promising and make factoring more accessible
and reliable, however, the lack of a legal system to
support the factors is a hurdle that needs to be
addressed soon. Factoring arrangements are a great
option for MSME businesses and if successfully
implemented and nurtured thereon, this can lead to a
major economic revival of the MSME sector which the

sector has been waiting for, for a long time.

“TGIF — Thank God, It's Factoring!
Now, | can relax in peace. “
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m The Factoring Regulation (Amendment) Bill, 2020

has been passed by the Lok Sabha. The bill seeks to
help Micro, Small and Medium Enterprises
(MSME) to tide over issues of delayed payments as
it broadens the participation of entities under
factoring and also aims to enhance traction on the
TReDS platform introduced by the Reserve Bank
of India in 2014, for entrepreneurs to unlock
working capital tied in their unpaid invoices.
According to the Government’s delayed payments
monitoring portal, MSME Samadhaan, over
83,000 applications have been filed by MSMEs, as
of July 26 involving INR 22,311 crore, of which only
7,920 applications involving INR 1,433 crore were

disposed.

The Insolvency and  Bankruptcy  Code
(Amendment) Bill 2021 has been passed by the Lok
Sabha whereby the threshold of default has been
set to INR 1 crore for initiation of a pre-packaged
resolution process. The Bill introduces an alternate
insolvency resolution process for micro, small, and
medium enterprises (MSMEs), called the pre-
packaged insolvency resolution process (PIRP),
unlike CIRP, PIRP which may be initiated only by
debtors. The debtor should have a base resolution
plan in place. During PIRP, the management of
the company will remain with the debtor. PIRP
may be initiated in the event of a default by a
corporate debtor classified as an MSME under the
MSME Development Act, 2006.

The Minister of State for Civil Aviation V K Singh
has apprised in the Lok Sabha that the
Government fetched INR 738 crore by selling its
real estate assets of Air India, since 2015, selling 115
properties owned by Air India. The Government in
its latest round of auctions on July 8 aimed to sell

apartments as well. He also reported that during

the last three years, the Government of India has
given ‘in-principle approval for setting up of two
Greenfield Airports across the country namely
Jewar (2018) in Uttar Pradesh and Hollongi (2019)
in Arunachal Pradesh. The Government has also
spent more than INR 17,780 crore on Airport

infrastructure during the last 5 years.

The Minister of State for Petroleum and Natural
Gas Rameswar Teli has informed in Lok Sabha that
the Government collected INR 3.35 lakh crore tax
from petrol and diesel in the year ending March 31
when the excise duty was raised on petrol was INR

32.9 per litre and on diesel was INR 31.8 per litre.

The Goods and Services Tax (GST) department has
started tracking Radio Frequency Identification
(RFID) tags on commercial vehicles to detect GST
evasion and fraud by business owners. The
authorities are comparing electronic permits
issued for transporting goods and RFID tags that
commercial vehicles use to pass through toll plazas
to identify mismatches. By comparing details
furnished at the time of generating e-way bills for
goods movement with the actual movement of
commercial vehicles at toll plazas, GST officials are
trying to identify tax evaders. E-way bills are
required for the transportation of goods valuing
more than INR 50,000.

m A Public Interest Litigation (PIL) has been filed in

the Supreme Court seeking directions to the

Centre for setting up of the Goods and Services
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Tax Appellate Tribunal as mandated under the
Central Goods and Services Act, 2017 to avoid
hardships caused to litigants and to curb huge
backlog of cases. Even after 4 years of the GST law
coming into existence, the tribunal has not been
constituted. The PIL states that the government is

deliberately not setting up the GST tribunal.

The Madras High Court has ruled in a case relating
to Resident Welfare Association (RWA) that the
Goods and Services Tax (GST) applies only on the
monthly maintenance amount exceeding INR
7,500 and not on the entire amount, overturning
2019 circular issued by the Central Board of
Indirect Taxes and Customs (CBIC) which granted
exemption only if the charges are below INR 7,500
per month and the full amount would be taxed if
the charges are beyond the limit. The ruling has
also quashed the Authority of Advance Rulings
(AAR) Ruling of 2019 which pronounced that
exemption was permissible only if the
contribution was up to INR 7,500 and that the
exemption would not be valid if charges exceed

INR 7,500 and the full amount would be taxed.

The Goods and Services Tax Network (GSTN) has
enabled a new feature concerning Annual
Aggregate Turnover (AATO) on the GST Portal.

These are as follows:

1. Taxpayers can now see the exact Annual
Aggregate Turnover (AATO) for the previous

financial year

2. Taxpayers can also see the Aggregate Turnover
of the current financial year based on the

returns filed to date

3. Taxpayers can update the turnover in case
taxpayers feel that the system calculated
turnover displayed on their dashboard varies

from the turnover as per their records.

4. The taxpayer can amend the turnover twice

within a period of one month from the date of
roll out of this functionality. Thereafter, the
figures will be sent for review to the

Jurisdictional Tax Officer.

Authority for Advance Ruling (AAR), Maharashtra
has ruled that the processing fee of all tenders are
liable to Goods and Services Tax at the rate of 18%
wherever the tender forms are bought, whether
online or offline. This brings the Government’s
tendering process under the GST umbrella. There
have been divergent views before where some
believed that the tendering process should be
exempt, while others held that tender processing
fees are not specifically mentioned in the
would

exemption notification and thus,

automatically become taxable.

m Authority for Advance Ruling (AAR), Karnataka

has observed that GST is payable only on the
margin between the sale price and the purchase
price in the case of a jeweller who purchases used
or second-hand jewellery from individuals and
does not change the form or nature at the time of
sale. The bench observed that the applicant was
not melting the jewellery to transform it to bullion
and recreating it into new jewellery, but merely
cleaning and polishing the old jewellery without
changing the form of the jewellery purchased.
Currently, the industry usually charges GST at 3%
on the gross sale value rec