TRANSITIONAL CREDITS UNDER GST

(By G. Natarajan, Advocate)
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Credit eligibility under legacy laws.
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Statutory provisions (CGST Act & SGST Act)

CHAPTER XX

TRANSITIONAL PROVISIONS.
Sec 139¢ Migration of taxpayers
Sec140& Rulell7 ¢ TransitionalCredit[Filingof TRANL].
SubRule(1A) of Rulell7 providingfor extensionof time limit.
Rule120A ¢ Revisiomf TRANL.
Sec 141 & Rulel19¢ Transitionalprovisionsrelatingto job work.
Sec 142 & Rulel18¢ Miscellaneoudransitionalprovisions
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Section 140 (1) of the CGST Act.

U Dealswith carryingforward the balanceof CenvatCreditas per the
last ER1 / ST3 return filed by the Manufactureror Serviceprovider,
asthe casemaybe.

U Allreturnsupto June2017shouldhavebeenfiled.
U Thecreditmustbe eligibleunder GSTaw alsa
U Similarprovisionsunder SGS Actalsoto carryforward VATITC

U For pendingForm C/ F/ H/ | ¢ credit should not be carried
forwarded Refundto be claimeduponreceiptof forms.

U TRANL to be filed.

swamy associates >

best amongst
> EXIM > CUSTOMS > GST




Section 140 (2) of the CGST Act.

U SubSection(2) dealswith availingthe unavailedportion of credit on
capitalgoods

U Similarprovisionsunder SGS'Actalsa
U Suchcreditshouldbe eligibleunderold law aswell asGSTaw.

U If 50 %creditwastakenin Apr-June2017, balance50 % canbe taken
under this provision If no credit was taken earlier, full credit can be
takenunderthis provision

U TRANIL to be filed.
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Section 140 (3) of the CGST Act.

U Dealswith availingITCfor the stockin hand, where credit has not
beenavailedearlier

U Applicablefor
- who wasnot registeredunder existinglaw.

- who wasmanufacturingexemptedgoodsor providing
exemptedservice

- WorksContractserviceprovideravailingNotification 26/ 2012
- FSO SSD Depot/ Importer.

U Creditof @ St A Hdzio Ap&di aén inputs in stock, contained in
work In progressor in finishedgoods
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Section 140 (3) of the CGST Act.

U WorksContractserviceprovideravailingNotification26/2012

U Notification 26/2012 is abatement notification (where sale value
includesland valuealsoand higherabatementis admissible)

U SeveraWorksContractserviceproviderswere under Rule2 A of the
ServicelaxValuationRules

U Theyshould also be entitled to transitional credit (not registered
earlierunderexciseaw).
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Section 140 (3) of the CGST Act.

Conditions

U Suchinputs / goodsare used or intended to be used for making
taxablesupplies

U Suchcreditis entitled under GSTaw.

U Invoice available and Is issued not earlier than one year from
01.07.2017[FilcoTradeCentrePvt Ltd. 2018(17) GSTI3 GujHC]

U Noabatementis availableunder GSTwherelTCisrestricted)
U TRANL to befiled.
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Section 140 (3) of the CGST Act.

Provisato Sec 140(3) readwith Rulell7of CGSRules

U Applicablaf duty paidinvoicesare not available
Suchgoodsare not absolutelyexemptedunderexcise

Not applicablefor manufacturersandserviceproviders

But somedocumentevidencingourchasemustbe available

Forsalesmadefrom July2017to Dec2017, 60 %of CGSpaid (if the CGSTate is
9”% ordmore) cc>lrt40 % of CGSPpaid (if the CGSTate Is lessthan 9 %) would be
allowedascredit.

U If IGSTspaid,30%/ 20 %of IGSTpaid, respectively
U TRANR to befiled for the saidsixmonths

U Similar provision under SGSTor goodssufferedtax at first point of sale and
exemptedfor subsequensale

;
;
;
;
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Section 140 (3) of the CGST Act.

Credit Transfer Document ¢ Notification 20 & 21/2017 CENT Dt.
30.06.2017.

Conditions
- Valueof suchgoods,to be morethan Rs25,000a piece

- Goodsbear brand name and identiflable with manufacturer, with
SNo. etc.

- Duty paymentby manufacturercapableof demonstration
- Bothpartiesto file TRANB (Tablel & 2)
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Section 140 (4) of the CGST Act.

U Applicableto manufacturerof both dutiable and exemptedgoods
providerof taxableand exemptedservices

U Eligiblecredit alreadyavailedmust be carriedforwarded as per Sec
140(1).

U Ineligiblecredit whichwasnot availed,canbe availedunder Sec 140
©)]

U Commoninput / Input servicescredit would have been already
availed,subjectto Rule6 of CCR2004
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Section 140 (4) of the CGST Act.

Dutiable
Inputs & input gOOdEI/
Services CREDIT ALREADY AVAI4.ELD (1) ;Z.)r(\icee

Inputs & input
Services
(Common)
Rule 6 of CCR

Exempted
goods /

INputs & input CREDIT NOT AVAILED4O (3 Exempted
Services Service
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Section 140 (5) of the CGST Act.

Duty / Tax paid on inputs and input services,receivedon or after
01.07.2017, but, on which the Duty / Tax has been paid under the
existinglaw.

U Goodsin transitandreceivedon or after 01.07.2017.
U STpaidon advancesand Servicesecelvedon or after 01.07.2017.

U Thepurchasedocumentshouldbe accountedby the recipienton or
before 30.07.2017 (with another 30 days extension by
Commissioner)
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Section 140 (6) of the CGST Act.

U Thosewho were paying tax at fixed rate or fixed amount Example,
Compoundedevyfor stainlesssteelpattis and pattas aluminiumcircles

U Theywere not entitled to avalilcreditunderexistinglaw.

U Theycanclaim credit of duties paid on inputs lying in stock,containedin
work in progressandfinishedgoods

U Suchinputs/ goodsare usedor intendedto be usedfor makingtaxable
supplies

U Suchcreditis entitled underGSTaw.
U Invoiceavailableandisissuednot earlierthan oneyearfrom 01.07.2017.

swamy associates >

best amongst
> EXIM > CUSTOMS > GST




Section 140 (7) of the CGST Act.

U Input ServiceDistributor, can distribute the credit of ServiceTaxon
iInput servicegeceivedprior to 01.07.2017, asCGSTredit

U Closing balance of credit with ISD on 30.06.2017, could be
distributedasCGSTredit.

U Invoicesreceivedon or after 01.07.2017 for paymentof ServicelTax
canbe distributedasCGS Eredit.
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Section 140 (8) of the CGST Act.

U Personhaving centralisedregistration under ServiceTax,can carry
forward his balanceof CenvatCredit under the existinglaw, to the
new GS'registrationsobtainedby him.

U Suchcredit may alsobe distributedto all / any units of suchperson
or retainedin the mainregistration(No centralisedregistrationunder
GST)
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Section 140 (9) of the CGST Act.

U If credit wasreversedunder CCR2004 for non paymentof value of
servicewithin sixmonths, suchcredit canbe claimed,if the payment
IS madewithin 3 monthsfrom 01.07.2017.

U Similarsituationsbut not providedfor

- Credit reversedfor not receivingthe inputs from job worker
within the specifiedperiod.

- Creditreversedfor writing off the valueof inputs, capitalgoods,
etc. whenthey areusedagain
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Eligible duties.

U Explanation ¢ for subsections(3), (4) & (6).

U All the above sub sectionsrefer to ITCon stock on hand as on
30.06.2017.

U Thedefinition coverseED/ CVDAED/ NCCD
U Explanationl ¢ for subsection(5) ¢ Goodsandservicesn transit.
U Apartfrom the above,it coversServicelaxalsa
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Story of EC / SHE s 3,8

U EC SHEQeviableon excisablegoodsexemptedfrom 01.03.2015

118 Aspart of the movementtowards GST] proposeto subsumehe EducationCessandthe
Secondaryand Higher EducationCessin Central ExciseDuty. In effect, the general rate of
Central ExciseDuty of 12.36% includingthe cessess being rounded off to 12.5%€ - Budget
speechof| 2 y BortA&inJaitley,FM.

U EC SHE@=viableon taxableservicesemovedw.e.f. 01.06.2015

Section153 and 159 of the FinanceAct, 2015 read with Notification
14/2015STDt. 19.05.2015

U STRaterevisedfrom 12.36 %to 14%from 01.06.2015
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Story of EC / SHEC

Notification14/2015CE NTDt. 30.04.2015

- EC/ SHE(aid on inputs and capital goods received on or after
01.03.2015

- Secondnstalmentof EC/ SHE@aid on capitalgoodsreceivedduring
201415

- EC SHE®@aidon input servicegseceivedon or after 01.03.2015
Canbe usedto payExcisaluty on the final products
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Can the credit balance of EC / SHEC as on
30.06.2017 can be carried forwarded to GST regim
or not?

U Creditisavestedright [EicherMotors Ltd. 1999(106) ELT3 SC]
U Balancenot specificallylapsed
U EC/ SHEQvere subsumednto the rate of ED/ ST

U Utllisation of EC/ SHECfor payment of ED was allowed by
Governmento alimited extent
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Sutherland Global Services Pvt. Ltd.
2019 (30) GSTL 628 Mad

hoaSNIIGaGAZ2ya 2F GKS | 2y Q0
U No provisionhasbeenmadefor lapsingof suchcredit.
U Sec140(1) doesnotreferto & S f ARSdkUOAUESEefivaiCredit
U Relianceplacedon EicherMotors.

U Sec 140 (8) dealingwith transition of credit in caseof centralised
registrationis alsoreferredto.

U Certainamendmentsto Sec 140 to bar transitioningof EC/ SHEC
havenot beennotified yet.
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U CETariff Conferencaminutes¢ ENo0.96/85/2015Dt. 07.12.2015¢ Dit
not allow utilisation of EC/ SHECbeyondwhat is permitted under
Notification14/2015CENT

U CellularOperatorsAssociatiornof IndiaVSUOI¢ 2018(14) GSTI522
Del

U Retrospectiveamendmentsn Section140.
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