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Sharma Trading Company vs. Union Of India1 

The Division Bench of Delhi HC in Sharma Trading 
Company (“Petitioner”) upheld profiteering 
against Petitioner, in respect of the sale of 
Vaseline VTM 400 ML. High Court found that mere 
increase in quantity or floating of some schemes 
is not a valid ground for not reducing prices of 
products to compensate for GST rate reduction. 
High Court held that such an approach is 
impermissible and would defeat the entire 
purpose of reduction of GST rates. 

Facts of the Case 

• The GST rate on subject goods (“Vaseline VTM 
400 ML”) got reduced from 28% to 18%2. 

• Complaint was filed against Petitioner (a 
partnership firm, engaged in distribution of 
HUL products) alleging that despite reduction 
in rate, it continued to charge same MRP3.  

• National Antiprofiteering Authority4 (“NAPA”) 
noted that Base Price which was earlier Rs. 
158.66 per unit was increased to Rs.172.77 
per unit after the reduction in GST-rate and 
thus profiteering has been resorted to by 
increasing the base price in violation of 
Section 171 of Central Goods and Services 
Tax, 2017 (“Act”) . 

 
1 TS-823-HC(DEL)-2025-GST 
2 Notification No. 41/2017-Central Tax (Rate)  
3 Maximum Retail Price 
4 NAPA originally notified under the Act to handle anti-profiteering cases was later substituted by CCI and now, 

GSTAT Principal Bench at Delhi is empowered to hear pre-April 2025 complaints 
5 TS-24-HC(DEL)-2024-GST 

• NAPA held that base price was increased 
exactly by the same amount by which the tax 
has been reduced, hence, Petitioner did not 
pass rate reduction benefit to the consumers 
by commensurately reducing the product 
price. 

• Petitioner filed the writ petition against the 
order passed by NAPA and the Investigation 
Report furnished by the Director General of 
Anti-Profiteering. 

• Additionally, Petitioner challenged Section 
171 of the Act and Rule 126 of the Central 
Goods and Service Tax Rules, 2017 (“Rules”). 

Submissions of the Petitioner 

• The grammage/quantity of the subject 
product was increased by 100 ml after the 
change in GST Rates on November 14, 2017. 

• The amount is justifiably charged in as much 
as if the quantity of the subject product 
increases, the price can also be increased. 

Discussion and Findings 

• Petitioner’s stand is not “valid” in view of co-
ordinate bench observations in Reckitt 
Benckiser5 wherein it was observed that 
increase in volume/weight or supply of 
additional free material by any schemes 
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would not satisfy the requirement of passing 
on the benefit to the consumers. 

• The purpose of the “anti-profiteering 
mechanism” is to safeguard consumer 
interest and guarantee that businesses 
transfer the benefits to the final consumers. 

• Challenge to the constitutional validity of the 
various provisions does not survive in view of 
co-ordinate bench ruling6. 

Judgment 

• The purpose of GST reduction would be 
defeated if the price is kept the same and 
quantity increased without consumer’s 
request. 

• Increasing the quantity of the product 
unknowingly and charging the same MRP is 
nothing but deception. The consumer’s 
choice is being curtailed. 

• While commercial realities have to be taken 
into consideration in such matters, benefits 
extended to consumer are also of utmost 
importance. 

• Deadline once fixed by way of notifications, 
cannot be violated merely on the ground that 
some special scheme is launched or the 
product is given free or the grammage/ 
quantity is increased. 

• All schemes which may have been in 
operation, ought to have been recalibrated 
with the reduction in GST rates. 

• NAA order deserves to be upheld and the 
profiteered amount shall be transferred to the 
Consumer Welfare Fund. However, the 
penalty proceedings would not be applicable. 

  

 
6 Reckitt Benckiser India Pvt. Ltd. (TS-24-HC(DEL)-2024-GST) 
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In various cases NAPA has observed that increase in volume or weight   
would not be sufficient to satisfy the requirement of passing on benefit 
to the customer. 

High Court’s observation is relevant in the context of recent rate 
reductions as Industry is likely to face transitional bottlenecks.  

While no fresh complaints with respect to profiteering can be accepted 
on account of the sunset clause for Section 171 of the CGST Act, the  
56th Council Meeting have urged the Industry to voluntarily pass on the 
benefit of rate reductions to the consumers. 

 At a practical level, passing on rate reduction benefit is a challenge for 
some companies having long supply chains involving distributors, 
retailers and stockist who operate on thin margins. 

It is therefore advisable for the Companies to critically evaluate the 
modalities of determining the benefit to be passed on to the customers 
and maintain proper document trail thereof. 
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Disclaimer: 
The information contained herein is in summary form and is therefore intended for general guidance only. This publication is not intended to address the circumstances of any 
particular individual or entity. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation. This 
publication is not a substitute for detailed research and professional opinions. Before acting on any matters contained herein, reference should be made to subject matter 
experts, and professional judgment needs to be exercised. Dhruva Advisors India Private Limited cannot accept any responsibility for loss occasioned to any person acting or 
refraining from acting as a result of any material contained in this publication. 

ADDRESSES 
 
Mumbai 
1101, One World Centre,  
11th Floor, Tower 2B,   
841, Senapati Bapat Marg,  
Elphinstone Road (West),  
Mumbai – 400 013  
Tel: +91 22 6108 1000 / 1900  
 
Ahmedabad 
402, 4th Floor, Venus Atlantis, 100 
Feet Road, Prahlad Nagar,  
Ahmedabad – 380 015 
Tel: +91 79 6134 3434 
 
Bengaluru 
Lavelle Road, 67/1B, 
4th Cross, Bengaluru, 
Karnataka – 560001 
Tel: +91 90510 48715 
 
Delhi / NCR 
305-307, Emaar Capital Tower-1,  
MG Road, Sector 26, Gurgaon 
Haryana – 122 002 
Tel: +91 124 668 7000 
 
New Delhi 
1007-1008, 10th Floor, Kailash 
Building, KG Marg, Connaught Place, 
New Delhi – 110001 
Tel: +91 11 4471 9513 
 
GIFT City 
Dhruva Advisor IFSC LLP 
510, 5th Floor, Pragya II,  
Zone-1, GIFT SEZ, GIFT City,  
Gandhinagar – 382050, Gujarat. 
Tel: +91 7878577277 
 

 
 
Pune 
305, Pride Gateway,  
Near D-Mart, Baner, 
Pune – 411 045 
Tel: +91 20 6730 1000 
 
Kolkata  
4th Floor, Camac Square,  
Unit No. 403 & 404B,  
Camac Street,  
Kolkata - 700016, West Bengal 
Tel: +91-33-66371000  
 
Singapore 
Dhruva Advisors Pte. Ltd. 
#16-04, 20 Collyer Quay,  
Singapore – 049 319 
Tel: +65 9144 6415 
 
Abu Dhabi  
Dhruva Consultants 
1905 Addax Tower,  
City of Lights, Al Reem Island, 
Abu Dhabi, UAE 
Tel: +971 26780054 
 
Dubai 
Dhruva Consultants  
Emaar Square Building 4,  
2nd Floor, Office 207, Downtown,  
Dubai, UAE  
Tel: +971 4 240 8477 
 
Saudi Arabia  
Dhruva Consultants 
308, 7775 King Fahd Rd,  
Al Olaya, 2970,  
Riyadh 12212, Saudi Arabia 
 

KEY CONTACTS 
 
Dinesh Kanabar 
Chairman & CEO   
dinesh.kanabar@dhruvaadvisors.com 

 
Ranjeet Mahtani 
ranjeet.mahtani@dhruvaadvisors.com  
 

Jignesh Ghelani  
jignesh.ghelani@dhruvaadvisors.com 
 

Kulraj Ashpnani  
kulraj.ashpnani@dhruvaadvisors.com  

 

www.dhruvaadvisors.com  

Follow us on:              
 

mailto:ranjeet.mahtani@dhruvaadvisors.com
http://www.dhruvaadvisors.com/
https://apc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.facebook.com%2Fdhruvaadvisors&data=05%7C02%7Cshyam.shriyan%40dhruvaadvisors.com%7C8873673af4684b77cf5108dd23ea4c24%7C9ddb4887df0a48659a31accfd887fb33%7C0%7C0%7C638706211406177299%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=W67AL9ktYfn3%2FnuGQOHe4u0jfvJZyQJX1%2F9xw%2Fpa6W4%3D&reserved=0
https://apc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Ftwitter.com%2FDhruvaAdvisors&data=05%7C02%7Cshyam.shriyan%40dhruvaadvisors.com%7C8873673af4684b77cf5108dd23ea4c24%7C9ddb4887df0a48659a31accfd887fb33%7C0%7C0%7C638706211406192103%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=BqKcMh3ym6G87dWTyY8OmkTteG6TPpfE4ZfIFfkeWx8%3D&reserved=0
https://apc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fdhruva-tax-advisors-llp%2F&data=05%7C02%7Cshyam.shriyan%40dhruvaadvisors.com%7C8873673af4684b77cf5108dd23ea4c24%7C9ddb4887df0a48659a31accfd887fb33%7C0%7C0%7C638706211406205262%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=NoNWQRDC9OH365UwurtbyK7FT2mIXaFDQOUtfFeSWUA%3D&reserved=0
https://apc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Fdhruva.advisors%3Figsh%3DZ2t5bXdoa29saHl0&data=05%7C02%7Cshyam.shriyan%40dhruvaadvisors.com%7C8873673af4684b77cf5108dd23ea4c24%7C9ddb4887df0a48659a31accfd887fb33%7C0%7C0%7C638706211406218242%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=8qKARew6lQ4cnZ3dqRLAfVH07MWYBqP%2FEc2SSzZVfdY%3D&reserved=0

	DHRUVA INSIGHT

