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UNDERSTANDING NEED FOR A GST2

International 
Perspective

Single Tax On all Supplies With unrestricted 
Credits

Current Indian 
Scenario

Multiple Taxes

On specifically 
defined concepts like 

manufacture, sale, 
service, 

entertainment, etc. 

With frequent 
breakages in credit 

chain
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CGSTCentral Excise 
Duty

Service Tax

Additional 
Excise Duties

Countervailing 
Duties

Cesses SGSTValue Added 
Tax / CST

Entertainment 
Duty 

Octroi and 
Entry Tax

Purchase Tax

Luxury Tax

IGST instead of CGST and SGST for Interstate Transactions – Destination Based 

IMPORTANT TAXES SUBSUMED
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UNDERSTANDING THE AREA OF IMPACT

Stocks
• Stock in hand 
• Stock held of / by agent
• Stocks sent on Job-work
• Goods sent on approval basis

Tax Payable/ Credit balances
• Already disclosed in the return
• Not disclosed in the return
• Claimed as refund
• Credit of goods/ services in transit
• ISD
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NEED FOR ANALYZING TRANSITION IMPACT- STOCK
Manufacturer Trader Service Provider

Domestic Procurements

Central Excise Creditable Not Creditable Creditable

VAT/ Entry Tax Creditable Creditable Not Creditable

CST Not Creditable Not Creditable Not Creditable

Service Tax Creditable Not Creditable Creditable 

Octroi Not Creditable Not Creditable Not Creditable

Imports

Basic Customs Duty Not Creditable Not Creditable Not Creditable

CVD Creditable Not Creditable Conditionally Creditable

SAD Creditable Conditionally 
Refundable

Not Creditable

25/02/2017
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• Applicable for
• Person not liable to be registered under earlier law
• Person engaged in manufacture of exempted goods/ provision of 

exempted services/ providing works contract service & availing 
abatement benefit (only CGST)

• First stage/ Second stage dealer or a registered importer

• Whether a works contractor discharging tax as per Valuation Rules, 
2006 covered above?

25/02/2017
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Manufacturer of exempted 
goods

Exempted Service Provider

Works Contractor (abatement)

First Stage/ Second Stage Dealer

Registered Importer

Trader

Supplier of service is not eligible for 
abatement under this Act

Invoice/prescribed documents are not 
older than 12 months from AD

Invoices and other prescribed 
documents are available

Used for making taxable supplies

Benefit of credit passed by way of 
reduced price

Input credit is eligible under the 
current Act

1
2
3
4
5
6

Excise Credits

Composition Dealer
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Person not liable to be 
registered under the earlier 
law

Person registered under the 
earlier law but trading in 
exempted goods

Invoice/prescribed documents are 
not older than 12 months from AD

Invoices and other prescribed 
documents are available

Credit was available under the earlier
law

Used for making taxable supplies

Benefit of credit passed by way of 
reduced price

Input credit is eligible under the 
current Act

1
2
3
4
5
6

VAT credits

PROPOSED SCENARIO FOR VAT/ ENTRY TAX
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SOME STEPS TO BE TAKEN FOR SMOOTH CLAIM OF 
CREDIT

• Identification of stock in hand as on AD and tagging the same with corresponding
purchase documents

• Quantum of credit claim to be decided in the prescribed manner

• Planning for slow-moving duty paid stocks

• Traders not registered as dealers should insist on Excise Invoice at the time of purchase
to claim credit under GST
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Invoice is issued within 12 months

Principal has reversed ITC

Agent is registered under this Act

Both declare the details of stock

1
2
3
4

GOODS LYING WITH AGENT10

Trader 
(Principal) Agent

Goods of 
principal 
lying with 
agent as 

on AD

Credit of Tax paid by the
principal gets transferred to
the Agent
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GOODS SENT ON JOB-WORK

Goods
Removed not > 6 

months before 
AD

Returned within 6 
months of AD

Compliance No tax payable

Non-compliance
Recovery of 

corresponding 
credit
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GOODS SENT ON APPROVAL BASIS

Goods Sent on 
Approval Basis

Removed not > 6 
months before 

AD

Approved within 
6 months of AD GST Payable

Rejected within 
6 months of AD No GST Payable

Not approved 
within 6 months 

of AD

GST payable on 
expiry of six 

months from AD
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GOODS RETURNED AFTER AD

25/02/2017
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Exempt Goods

Returned within 6 
months of AD Not a supply

Returned after 6 
months from AD

Independent 
Supply

Duty paid goods

Returned within 6 
months

Unregistered 
person

Can claim refund 
under old law

Registered person Independent 
Supply

Returned after 6 
months from AD

Independent 
Supply
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CREDIT TRANSITION
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CREDIT BALANCES AS ON APPOINTED DATE
- PROBABLE SCENARIOS

Service 
Provider
• Service Tax
• Central Excise

Manufacturer
• Central Excise 

(incl. CVD)
• Service Tax
• VAT
• Entry Tax

Trader
• VAT
• Entry Tax

Works 
Contractor
• Service Tax
• VAT
• Central Excise !!
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TRANSITION PROVISION 

State GST
• Value Added Tax
• Entry Tax

Central GST
• Service Tax
• Central Excise

Proposition
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CONDITIONS

• Registered under GST

• Not discharging tax under composition scheme

• Balance c/f in the return
• In case of SGST, return should have been filed within 90 days of AD

• Amount should be admissible as credit under this Act
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IMPORTANT POINTS…

• Credit should have been c/f in respective return
• In case of SGST credits, return under the earlier law should have been filed

within 90 days of Appointed Date

• SAD claim on already sold stock to be claimed under the earlier law

• Reconciliation between books and return to be critical
• Amount of balance c/f under the earlier law to be reduced by amount for

which refund claims already filed, if not done and accordingly accounting
treatment to be provided
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IMPORTANT POINTS

• Subsequent Revision of Returns
• Resulting in increase in balance c/f under the earlier law

• Refund becoming due to be paid under the earlier law

• Resulting in decrease in balance c/f under the earlier law
• To be recovered under the new law

• Unpaid creditors on AD to be paid within 90 days to reclaim the credit reversed

• Provision for Distribution of CENVAT Credit balances amongst location for 
centralized service tax registration under the earlier law to be prescribed
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SUMMARY

Re
gi

st
er

ed
 P

er
so

n

Composition 
Scheme

No credits can be 
carried forward

Not under 
Composition

Credits can be 
carried forward *

Excise Duty

Service Tax

VAT

Entry Tax

* Credits as disclosed in returns under old laws

Amount to be 
admissible as 
CGST credit

Amount to be 
admissible as 
SGST credit
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UNAVAILED PORTION OF CREDIT ON CAPITAL GOODS

Ca
pi

ta
l G

oo
ds

Excise Duty

If credit was available in 
old law

Balance of credits can 
be availed

If credit not available in 
old law

Credits cannot be 
carried forward

VAT

If credit available in old 
law

Balance of credits can 
be availed

If credit not available in 
old law

Credits cannot be 
carried forward

Cases where 50%
availed in first year

Capital goods 
installed in J & K

Retention on Fixed 
Assets other than 
Plant & Machinery

Credit of Fixed 
Assets
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GOODS/ SERVICE IN TRANSIT ON AD

Inputs/Inputs Services received after AD

Taxes paid under old law

Invoice received and recorded within 30 days of AD

Cr
ed

its
 c

an
 b

e 
cl

ai
m

ed
 

as
 G

ST
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REFUND CLAIMS FILED UNDER THE EARLIER LAW
Re

fu
nd

 c
la

im

For taxes paid under 
the earlier law

To be disposed of 
under the earlier 

law

If allowed To be paid in cash

If allowed & 
subsequently found 

to be recoverable

To be recovered 
under GST Law

If rejected To lapse
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PENDING CENVAT CREDIT CLAIMS

Pe
nd

in
g 

cl
ai

m
s

Appeal/ Revision/ 
Review/ Reference

Admissible Refund in cash

Rejected Recovered as 
CGST/ SGST
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