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Inflation vulnerable to food price
shocks, says RBI guv

India's inflation remains vulnerable to "Recurring and
Overlapping" food price shocks, central bank governor
Shaktikanta Das said, indicating policymakers will remain
vigilant as onion costs continue to rise.

While inflation is "on a path of moderation," it remains
above the Reserve Bank of India's 4% target, Das said in a
speech hosted by the Tokyo Chamber of Commerce and
Industry on 9th November, 2023.

Monetary Policy "Remains watchful and actively
disinflationary to progressively align inflation to the target," he
said.

However, food prices, which make up about half of the
inflation basket, remain a risk, threatening the overall picture.
The RBI hiked interest rates several times this year to curb
inflation, but has left rates unchanged for four policy meetings
now.

Average prices of onions, a key ingredient in an Indian
meal, jumped more than 60% last month, according to

government data. Authorities recently imposed export curbs to
boost domestic supplies and curb costs.

"If food prices rise higher in November than we cur-
rently anticipate, then CPI inflation could rise close to 6% once
again," the bank said in a report on 9-11-2023. Under that
scenario, the bank then expects greater disinflation from
December through February, it said.

Das said domestic demand remains strong in Asia's third
largest economy and is helping provide a cushion against
external shocks. The central bank expects growth of 6.5% in the
fiscal year endingin March 2024. (Details: Times of India, 10.11.20123)
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ECR's 1st rail coach restaurant to

open at Barauni stn soon

In a bid to generate additional revenue by reusing its
abandoned coaches and provide innovative experience to
passengers, the railway has decided to open rail coach
restaurants at Barauni, Hajipur, Begusarai and Khagaria stations
under the Sonepur division of the East Central Railway (ECR).

"The ECR's first rail coach restaurant is likely to get ope-
rational at Barauni this month. The new facility will cater to the
dining needs of passengers on the station premises. The
breakfast, lunch and other culinary items will be available at
affordable prices," said Vivek Bhushan Sood, divisional railway
manager (DRM), Sonepur. (Details : T.0.1, 10-11-2023)
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GST council's role only recommendatory : HC

The Madras high court has held that the GST council's
role, particularly in product classification, is only re-
commendatory. In Parle Agro's case, the court determined
‘flavored milk' to be under a lower GST tariff of 5% despite the
council recommending a higher rate of 12% in its meeting of
December22,2018.

This decision would support taxpayers against GST
demands based solely on council discussions or even mere
clarificatory circulars. However, the government can introduce
changes, including in GST rates, through legal amendments or
notifications.

"The GST council in its meeting had stated that flavoured
milk will be liable for a higher rate of GST. However, no
amendment was carried out by way of a notification leading the
HC to hold that the 'minutes of the meeting' do not represent
the law. A similar situation could also arise where a clarification
is issued by the GST council through a circular rather than
through appropriate amendment in law or a notification," said
Sunil Gabhawalla, founder of a CA firm specialising in indirect
taxation. HC relied on a Supreme Court ruling in Mohit Mineral,
which emphasised that GST council recommendations aren't
binding onthe Union and states. It said that treating council's re-
commendations as binding would disrupt fiscal federalism.

The high court said it is open for the government to issue
afresh notification, to tweak the rate of tax.

"The GST council is not a law-making body but is meant
to provide recommendations to the legislature for making
changes in law (either by way of amendment or issuance of a
notification). The high court decision only re-emphasises this
principle. The council also recommends issuance of a cla-
rification, typically on contentious issues pursuant to repre-
sentations made by industry. The clarifications issued have to
beinline with the law, read with relevant judicial preachments,"
said Pratik Jain, partner at Price Waterhouse & Co.

After a GST council meeting, a legislative amendment is
made, or a notification is issued. However, there are several
Instances, where after a GST Council meeting, the issue has
been merely clarified via a circular.

Legal Amendment Is Must' : ¢ Madras HC has held that
the GST Council's role is only recommendatory. The govt can
introduce changes, including in GST rates, through legal
amendments or notifications e After a GST council meeting, for
instance, if an issue has been merely clarified via a circular - it is
opento be challenged by the industry e In Parle Agro's case, the
Madras HC determined 'flavored milk' to be under a lower GST
tariff of 5% despite the council recommending a higher rate of
12% ¢ The high court said that treating GST council's

recommendations as binding would disrupt fiscal federalism.
(Source : T. O. I. 23.11.2023)
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