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TRANSITIONAL PROVISIONS IN GST — INCOMPLETE

CODE :
By
Pradecp Jain, Vaibhav Bothra & Neelu Sukhwvani
CTLARTERED AL TANTS
Chur conntry is on the verge al fmplementing {he revalulionary indirect
Lax retorm called as ‘ST by e nex] financial vear, Theee is fear in the minds of
the assessees regarding the compliance to be done past implementation of the tax
reform. It is being reported that the State of Assam has already imitiated the GST
pravisional registration number and this clearly indicales that soon GST will be a
reality and all assessees will be required 1o comply with il Needless 1o say Lhat
transition of assessees from a particular taxalion framework to' a totally new
framewuork requires incorporation of every possibility and uncertainty but since
GST will subsume a number of indirect taxes, it is difficult to comprehend that
all eventualitios ave covered in Lhe lransitional provisions. There are certain
loopholes in the rarsibonal provisions whicl nemd immediate alteniion so that
there is smoath transition to e new taxalion refoem,

The situations which have been unlouchud are discussed point wise as
Fuabbors <

I, Existing assessees availaing abatement with condition of non-
availment of credit at disadvantageous position : - Section 145 of
Model G5T Law provides that a registered taxable person who was
nat liable to be registered under earlier law or who was engaged in
the manufacture of exempted goods under earlier law but which are
liable to tax under GST shall be entitled to take credit of eligible du-
ties and taxes in respect of inputs held in stock or inputs contained
in semi-finished or finished goods held in stock on appointed date.
It is submitted that the above provision is applicable only for as-
sessee engaged in manufacture of exempted goods and does not co-
vers assessecs engaged in provision of partially exempt services like
services where abatement is allowed with the condition that no
Cenvat credit shall be taken. Say for example, in case of service pro-
viders providing construction services wherein the benefit of
abatement is available on the condition that Cenvat credit of Inputs
is not availed. The problem is that they will be carrying forward the
credit of input service lying in the return under Section (sic) of
Model GST Law. Now the question arises that whether there can be
two transitional provisions for the same services of construction viz.
one for inpul service and one for input. Moreover, there is problem
for carry forward of VAT. It was told to authors of this article dur-
ing a seminar by construction industry that in some Statés, there is
composition scheme for VAT also where no credit is allowed. There
should be transitional provision for such credit of VAT also. After
implementation of GST, such service providers will be liable to pay
GST but there is no transitional provision as regards credit admissi-
bility of inputs held in stock and used in provision of construction
services post implementation of GST. Whether such existing service
providers will not be at disadvantageous position as compared to
new service providers underlaking construction services post GST
Regime?
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service provider providing services in dilferent States will D -
quired to lake separale registration fer each State, [n such o situa-
Lo, e eechanism has been prescribed m bransitional provisions as
regards distoibutien of credil available al centralised point. Simtlar-
lv, 1f an assessec lus laken single registralion uoder VAT Laws Tor
ils different business verticals witlin o parcticular State and opls [or
sepralrale JCj::J*ﬂl’hlln;H‘t [or cach Business veelical within that Stale un-
der GET, then in that case, o mechanism has been prescribed Tor
distribubion of consolidaled VAT crecdil availalsle with the asacssee,
Similar problem will arise in situation where there 15 separale regis-
tratiom unwder Centeal Txcise for cach factory and the assessee opts
[ar single regeistration for all business verlis ats within a Stale under
GET Bepime. Whether assesser taking singsle registralion aoder GET
Repime will e allowed Lo cumulalu credil available alall it husi-
ness verbicals within o Sele? Well, the Model G5T Law dews naol
lorgsee abuve praciical difficalies,

Mo provision for eredil of Excise to trades s - As we all koow that
under 05T the cencept of manutacture, sales, secvice will come o
end and lhere will e only one laxable event heings “supply of
goods. In such a scenane, o trader who Is dealing in excisable
poods should be allowed the credit of Bxcise duty contained in
slock ol goads Beld on lhe appointed day, This is for Lhe reason that
CST will subsume all taxes whother it be Excise, VAT, or any: alher
indired Lax om grosndls, As sucly, 17 the eredit of Bacise doly conlaiowed
in slock of goods 1= nat alleseed o brader, 0 will Lead o disadyvanta-
grows posibon of trader having slock of goods when compared o e
nesw Lrader buving GST raled goods and dealing in the same, Con-
sequuently, the lransiliomal provisions should alse incorpoeale credil
availmenl of Excise duly conlained in stock of poods in case of :r-td-
prs s Lhat cascading effect of tanes is climinated, BEven during
seminar, a slrong demand raised by trace and industry thal mesl OJ'
v lraders do nod receive the -*uudh from the manufactizer but
from the wholesaders, They do nul issue excise invoice, Hende The
credif wall nokb be avatlable to them, The one-bowe coedit shoold Be
alloaved as seen by the industry when The Excise duty was imposed
foor lexlile induestry in 2000304,

CST credit an slock @ - One ol the atleachiones of GST 1= thak T5ST,
which 15 Yeviahle an dnler-Slale suppl}' g cenvalalle 1|wr|:|1-}' elimmi-
nating cascading effecl of laxes, Hewever, there s no lransilional
promvision as regarcls ome- L crecdil of OS5 o sleck of goods o e
pppainled day. Since [GST which s leviable under GST Regime is
cenwvalable, one-linwe crecit of CST conlained 0 slock of goods
shomald wlso b allineed B assessecs,

Keverse charge payment post G5T implemeatalion : - As e all
ke that Lhe lahilily to pay Service Tax under reverse charge
mechanism is when payment is made, (_n:'.-ns[:qurcnll'-. in cases whoere
paviment for service under reverse charge s being madye post im-
pleanentation of G5T, the muechanism of discharging Service Tax lia-
bility 35 mot incorporatecd in the transttional presvisions, The assesses
will e required {o pay the applicable Service Tax or will be Hahle to
pay GST s alse oul cleae, Moreover, bow [he assessee will reflect
such trangacton in the retums under GST 35 also nol specified,

(Cantinned on page AL72)
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Under GST following return prescribed for manufacturer,
CS5TR-]
GSTR-2
GSTR-3
GSTR-6

In outward supply return cach invoice 1o be uploaded in GSTR-] with
HEN code/invoice no. /date / value/tax elg,

Section 29 is refating to matchinglreversalfreciaine of ITC

Means cvery inward supply need 1o malch with corresponding outward
supply furnished by taxable person in his valid return.

In case of import which document will be considered i.e. Bill of entry clc.
and in case of receipt of goods in instalment how matching will be taken care
need clarity. '

It is suggested to develop robust IT system for timely /correctly upload-

ing outward supply/inward receipt as it has link with GST compliance rating
also (Sec. 1145,

Itis understood that exemption available under VAT/Excise. Both Acts
will continue so mostly 99 exemptions will continue for which list is awaited.
Reverse cliarge will continue

No abalement will be there hence proper planning for clearing of alt
pending invoices ta be cleared before 31-2-2017 to save addilion on paying an
abated value

Captive consumption for business is nat taxable.

Az supply is not from one taxable 1o arather laxable persan,

Above analysis is based on Draft MGL and draft return/rule released in
public domain. Provision may change under final GST Act in view of many rep-
resentations made to Govt. for amendments. CMA Professional can continue
regular knowledge sharing session for better understanding and stooth imple-
menlabion of GST with oplimizing tax planning and working capital manage-
meat.

(Comtinued from payre A168)

The accounting code in which tax is to he discharged is also not
provided. Thercfore, suilable transitional provisions should be
made for the same.,

The above situations that will be practically faced by a number of asscssees dur-
ing the transitional phase are not coverad by the transitional provisions incorpo-
rated in the Drait G5T Act, 2016. Apart from the above circumstances, there will
be many more situations that will be encountered anly on actual implementabion
of lhe law, Since GST is a big transformational reform, Government should minke

endeavour efforts to capturc att passible practical difficulties during the Fansi-
tional phase,
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