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i %5,500Cr Tax Evasmn Alleged -
Major Players Under Scrut'my|

Th  GST authormes are tightening
/‘th' gripon30insurance -
‘companies, accusing them of

P a ulent ITC claims, excessive
”\ /copt/lmlssmns and tax evasion. The
a //fa;e/g“amed momentum after HDFC
//LIfQWaS hit with a 2,400 Cr tax

demand ralsmg concerns across the

M"’"* B S < _upes . MR e e

/

| mdustry =




IN=1JIANCE
i NSURANCE
EE - | 'SURANCE

Why Are Insurers Under
Investigation?

The Directorate General of GST | o,
~_Intelligence (DGGI) alleges that insurers ’
;m‘ﬁ"la ed GST norms th rough: _

/lnter/\edlarles to bypass IRDAI limits.

a“B@US Marketing Invoices — Raising
//bll\/s?or campaigns that never happened.

? Tax Evasion on Co-insurance &
= Remsurance Misreporting transactlo“ﬁ's’m'" =2

' to reduce tax liability.
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The Legal Basis of the Tax Demand

———(i) Input Tax Credit (ITC) and Section 16 of CGST
Act, 2017 e _ Wt

‘Under Section 16(,1) of the CGST Act, input tax
rered t.can be availed o,nlly_, if the following

| @ ecipient has received the goods/services.
J / )\ ‘/\‘\
//////J//X)//al d tax invoice is issued by a registered

a P /~/ T/he)reuplent has filed the GST return properly.
v
é:/’ GST authorities’ claim: Insurance companles

e e e Y

“—-m
availed ITC on fake i invoices ralsed by marketing
’ vendors but no actual servnces were rendered.

}Th\ls.wolates Section 16, making ITC ineligible.
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{ii) Excessive Commission Payments & IRDAI
Regulations '

The Insurance Regulatory and Development Authority - -
of India (IRDAI) has set limits on the commission that
insUrers can pay to agents and intermediaries.
¢ I Al Regulations prohibit insurers from paying

cﬁrD ssions beyond prescribed limits.
e
d //GS authorities’ claim: Insurance companies

‘// /yﬁés/gd these limits by

|8
/VRalsmg fake invoices for advertising and

“promotional activities that were never conducted.
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1. Employee Deployment Scheme |,

—  How it works:

Insurance companies hire agents to sell policies.

However, instead-of employing them directly, they _
" route their salaries through third-party staffing -
“firms to avoid regulatory restrictions on

- _commission payments.
/
'/‘"/v,;/T ese-agents work for the insurer but-are shown

// /// as employees of a different company, allowing the

////// / & rer to bypass IRDAI's commission limits.

7/ /Exargpla
\ /““ \
= ///O/XY- nsurance Co. cannot pay an agent more than

/////' 15 \com\mlssmn under IRDAI rules.

| // O/Mass this, the insurer hires the agent through
// /L(BC Sféff%ng Ltd., a third-party agency.

e /0/ Instead of paying a commission, XYZ Insurance pays
~_ABC Staffing a "salary relmbursement_ which is later

~transferred to the agent. S ST

¢ This way, the payment is dlsgwsed as stafﬁng costs
rather than an agent commission, avoiding GST and

"IRDAI restrictions
KEEX
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' 2,_Fake Marketing Expenses ©
How it works:
. Insurance companie's' book I'ar”ge' mafkéting
expenses through third-party vendors. However,
these campaigns never actually take place.

> ae vendors issue.invoices, and the insurance

A /// panies claim input tax credit (ITC) on these
| expenses, reducing their GST liability.

D e e s

onX10 crore)VW|thourtia<':tua Vi spendmg o marketing.

¢ Later, PQR refunds part of the 10 crore to ABC
InSUrance through shell companies, allowing tax
‘evasion.
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— 3. Layered Transactions via Vendors :

How it works:

~+ Instead of paying high commissions directly to agents or ..
corporate brokers (WhICh is restricted), insurers route
~payments through multiple vendors.

(" lauthorities to track the actual flow of money.

+ Dj;s creates multiple layers, making it difficult for

nsurance wants to pay an agent 30% commission,
u’fIRDA allows onIy 15%.

o

///// 2.X “Cf)nsultmg then pays 4.8 crore to LMN Digital Ads for
//‘*ad \/rgllng services" ® p

2 /3{K/IN Digital Ads finally transfers X4.7 crore to the agent as

e cOnsultancy fees" & : e =
¢ Effectively, the ‘agent gets an extra ?4 7 crore, but on

paper, it appears as business expenses rather than an
exc;e’SS|ve commission.
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2] 4. Co-insurance & Reinsurance Misreporting

— ¥ Tactic: Misreporting GST on co-insurance
premiums & reinsurance commissions to reduce tax
liability. '

(ol Qmple: GHI Insurance, as the lead insurer,

/prp’éﬁum share, reducing GST liability.
0 Reinsurance Tactic: GHI recelves a commission

e T R e v e

m T
from a reinsurer but doesn’t pa pay GST wrongly treatmg
~ it as exempt income.
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& Top Companies Under the GST Scanner

vlaxDemand | - . -
Key Allegation

"|Company (= cr) rol oy

Fake invoices, excess

IHDFCLife (2,422 -
N = comm|55|ons

Non payment of GST on

1,010.05
co-insurance premiums
. Reinsurance commission
922.58 =
tax evasion
150 ITC claim discrepancies
0 : Under s :
AA\ﬁva Life Fake invoices, tax evasion

Investigation
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. .Court Relief: ICICI Lombard Case

In December 2024, the Delhi High Court
qu shed a X150 crore GST demand
/agp' st ICICFLombard instructing tax

department orders carefully before

ﬁ-———_mmw e e

~allowing large recoveries.
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/ /
é/igsurers as courts could scrutinize tax
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* Industry’s Stand: Why Are Insurers Contesting
the Tax Demand? '

. Legal Interpretatidh Issue: Insurers argue that
“taxation of commissions and marketing
expenses under GST is a matter of .

//@terpretatlon and not outright fraud.

/ "“.“:
////X erational Practlces. Many insurers clalm
A *
A ke follow industry norms and that the GST

d //// aut\horltles are being too aggresswe in their
/ /és ssments.

Fn \naal Burden: Ifupheld these tax

//‘ //\

(A ///. U@/ nds could severely impact the

o //// rofitability and solvency of insurance
\ / \‘ ,\/

I\
_“companies.
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- ¥ What Next? Potential
 Outcomes

¢ Court Battles = Insurers
oxpected to challenge demands in
gh Courts & Supreme Court.

‘ Stricter Compliance —

d /) § mpanies will need stronger
A0 / //redords to claim ITC.

// Govt Policy Reforms — IRDAI &

LA

7/// 0z wﬁnce Ministry may clarify
‘/

By // “commission taxation rules.
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"'Tﬁahk You for Reading!
| truly appreciate you taking the time to read

my post. Your engagement, insights, and
discussions make this platform a great place

for learning anql sharing knowledge.
“If you found this infdr'mati(‘)n'valuéble,
consider liking, sharing, or reposting to help
-others in your network stay informed. Your
/s/uyrt means-a lot!

44 /Jc/et /gtay connected! Follow me for more

' AN

,///// mﬁghts on taxation, finance, and industry
ugd/étes <

// Mrabh Giri

///// Eo low me for more updates on

////taxat‘fon finance, and industry insights!
/
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