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Big Change:
The end of Five-Year Plans: All you need to know

GST rollout: Key changes to IT systems by banks ensures
no hiccup

MUMBAI: Business in banks may have been smooth since the Goods and Services Tax
(GST) regime began two days back, but the banking and insurance activities of customers
will begin to pinch as tax rates on these services have risen, said bankers. 

Most large sized banks had made significant changes to their IT systems in anticipation of the nationwide rollout of GST on July 1 and
there has been no hiccup in the past two days, even though they were not normal banking days with July 1 seeing marginal activity
since banks were busy closing books for the first quarter. 

But customers will have to pay more as banking services such as debit card, home loan processing fee, locker rentals, issuing of
cheque books, cash handling charges and SMS alerts would attract higher taxes. 

“We are one of the largest tax paying entities in the country, so we have made sure that we can do the filings in every single state. Go
Live has happened, so we are live everywhere,” said Jairam Sridharan, CFO of Axis Bank. 

“The first tax payments will happen in the next one month, but all the billings have changed to the GST format and we haven’t had any
problem.” 

State Bank of India and Axis are among the five banks that have been allowed to take GST payments across the country. SBI too
announced its GST-readiness and said that GST payments could be made online through internet banking and SBI debit cards, or by
using its 25,000-plus branches. 
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“We are completely GST-ready, all systems have been integrated and tested and we haven’t come across any issues so far,” said
Mrityunjay Mahapatra, DMD, SBI. “There are 40 internal applications which have been aligned with the GST guidelines. Transactions
are happening successfully and we are seeing lot of them happening through internet banking. Several customers are also doing small
value transactions to find whether the system is working or not.” 

Some of the bigger private and multinational banks started modifying their front-end IT systems at the end of last year while several
state-run banks and smaller private banks had floated tenders recently inviting IT companies to make them GST-ready. 

Recently, the Indian Banks Association had called for a meeting to check the preparedness for banks and found that they are more or
less ready to face the new tax challenges. 

While most banks claim GST readiness, consumers will have to shell out more for banking services, insurance premium payments and
credit card bills under the new regime. “Due to increased rate of tax on banking services from 15% to 18%, GST will result in increased
cost of services offered to customers,” said Ravindra Marathe, CEO, Bank of Maharashtra. 

“GST has a mechanism of reconciliation of output services and input services, and banks may get the credit of each eligible input
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service. Overall, the monetary impact may be negative initially, but complete transparency in transactions will show positive results for
the banks and the economy in the long term.” 

Also, life and non-life premiums would involve an increase in taxes from 15% to 18%. 

“Though insurance customers will have to pay a higher rate of GST at 18% compared to 15% service tax earlier, the overall impact
should be positive, given the convenience and simplicity associated with a single tax regime,” said Gopal Balachandran, chief financial
officer, ICICI Lombard.
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