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Stay on service tax
on rental income

Mamrata Singh | 7w

Mumhai: Opposing the gov-
ernment’s decision to levy
service tax on rentals, sev-
eral retailers and multiple-
xes have obtained stay or-
ders against the move from
the respective high courts
over the last one month.,

The Union Budget for 3010
11 had brought the rental in-
come from immovable prop-
erty under the purview of
service tawith retrospective
effect from June 1, 2007 by
ireating the renting of im-
mowable property as a serv-
ioe, With the best of retailers
in the country making a net
priofit of about 2%, a service
tax at 10.20%, would have ad-
versely impacted their oper-
ational viability This foreed
the Retailers Association of
Incha (RAD. the Multiplex As-
sociation of India and other
retailers togo to oot against
the govermiment's move to levy
SEIVIcE tax.

According to Thomas
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BREATHER FOR
RETAILERS

Varghese, CEO, Aditva Birla
Retail, all major retailers Like
Aditya Birla Retanl, Shoppers
Stop, Cromna, Trent, Home So-
[uticns, Major Brands, SP Life
Stvle, Inox and PVE Cinema
filed petitions before Delhi,
Mumbaiand Hyilerabad HCs
and obtained interim stay
against the service tax levy
Retailers have twomain
orievances, Cne, that this was
a state subject and the ceniral
government was tryingto in-
tervens by levving service
tax, that too with retrospec-
v effect. Twio, the goods and
services tax (GST) was vet fo

be introduced. Moreover, re-
tailers feel that the sector 1=
at a disadvantage due to sig-
nificant VAT credits.

According to Gowvind Shri-
lkhande, CEQ, Shoppers Stop,
“Unlike other sectors, mod-
ern retailers cannot pass on
=ervice tax to consumers. Log-
ically, if GET had come into
effect this vear; we wonld have
been able to set off the serv-
ice tax against other items,
Wi hope that GST would
come into effect next vear.”

Varghese said, “Tue to the
high cost of oecupation i In-
dia ias high as 12% of the
turnover, the retail business
has already becomes much
more difficult. This is in
sharpcontrast to the average
cost between 3% and 5%
across the world.”

Hesaid that the impact of
service tax on rentals will be
tothe tune of 0.8% to 1.2% of
the mrnover which will be a
huge burden for retailers, ren-
dering the business com-
pletely unviahle,
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