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The introduction of Goods and Services Tax (GST) is one of the landmark fiscal reforms in Indian 
history. At present, a number of indirect taxes are levied on goods and services by both Central and 
State Governments. With the advent of GST, only a single tax will be levied and all other indirect 
taxes will be abolished. The government has released the draft model GST law (Model GST Law) in 
June 2016 which gives a glimpse of what lies ahead. In the present article, the author has explained 
the transitional provisions of the Model GST Law in an easily comprehensible question and answer 
form. Read on to know more…

Model GST Law - Transitional Provisions  

1 For further infomation in this regard the readers may access http://finmin.nic.in/reports/modelgstlaw_draft.pdf"
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1. The Constitution Amendment Bill for Goods 
and Services Tax (GST) has been approved by 
The President of India post its passage in the 
Parliament (Rajya Sabha on 3rd August 2016 and 
Lok Sabha on 8th August 2016) and ratification 
by more than 50% of state legislatures. The 
Government of India is committed to replace all 
the indirect taxes levied on goods and services 
by the Centre and States and implement GST by 
April 2017. Once implemented in its right form, 
the GST can accelerate the growth of Indian 
economic development, enhance operational 
efficiencies, ease procedural compliances, 
increase the overall tax payer base and ultimately 
lead to the reduction in the overall effective tax 
rate burden on the consumer.
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2. The tax authorities are already gearing up for 
a timely roll out of this one-nation-one-tax 
regime. Thus, it is essential that the businesses 
and taxpayers are also well prepared for the  
GST. In continuation of its consultative  
approach with the industry, the government 
released the draft model GST law (Model GST 
Law) in June 2016 which gives a glimpse of 
what lies ahead. To ensure the actual delivery 
of all the intended benefits of the new law, it is 
imperative that the transition from the existing 
indirect tax regime to the new regime is smooth, 
hassle-free and effortless. The Model GST 
Law, being a complete code in itself, contains 
detailed provisions to effectuate this historic 
transformation into the GST framework. In 
essence, these provisions will ensure, inter alia, 
the continuation of the unutilised CENVAT 
credits as on the Transition Date, and deal 
with how the pending refund claims etc. will 
be disposed of under the new law. This article 
summarises these transitional provisions in a 
question and answer form1.
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Q1. How will the persons already 
registered under the existing indirect tax 
laws migrate to the GST Law?
Ans. In terms of Section 142 of the Model GST Law, 
on the Appointed Day (i.e. the date on which GST 
Law comes into effect), every registered taxable 
person shall be issued a provisional certificate of 
registration (COR) in the prescribed form and 
manner. The provisional COR shall be valid for 6 
months from the date of issue (but may be extended 
by the Central/State government, as the case may 
be) during which the tax payer shall be required 
to furnish certain prescribed information. Once 
such information is furnished, the Central/State 
government shall grant the final COR. If no such 
information is furnished within the said 6 months or 
extended time period, the provisional COR may be 
cancelled. (Note: if any such person is not liable to be 
registered under the new law, then he may make an 
application for cancellation of his provisional COR).

Q2. How will the amount of CENVAT credit 
and VAT credit in respect of earlier periods 
be allowed as Input Tax Credit (ITC) under 
the new GST Law?
Ans. The following amounts in respect of earlier 
periods shall be entitled to be carried forward in the 
prescribed manner:
(a) CENVAT credit and VAT credit carried forward 

in a return furnished under the earlier law, and 
(b) CENVAT credit and VAT credit in respect of 

capital goods not carried forward in a return 
furnished under the earlier law.

Note: The admissibility of such credits would need to 
be checked and assessed both under the earlier law 
as well as the new GST Law. Subsequently, if the said 
amount is found to be recoverable as a result of any 
proceeding instituted under the earlier law, it shall 
be recovered as an arrear of tax under the new GST 
Law.

Q3. How will the amount of CENVAT credit 
and VAT credit in respect of inputs held 
in stock be allowed as ITC under the new 
GST Law?
Ans. A person who was (a) not liable to be registered 
under the earlier law or (b) engaged in manufacture 
of those goods which were exempted under the 
earlier law but which are liable to tax under the new 
law, shall be entitled to take CENVAT credit and 
VAT credit in respect of (i) inputs held in stock and 

(ii) inputs contained in semi-finished or finished 
goods held in stock on the Appointed Day provided 
all the following conditions are satisfied:
(a) Such inputs and/or goods are used or intended 

to be used for making taxable supplies under the 
new law;

(b) Such person was not otherwise ineligible to take 
such ITC under the earlier law;

(c) Such person is eligible for ITC under the new 
law;

(d) Such person is in possession of invoice and/
or other prescribed documents evidencing 
payment of duty/tax under earlier law in respect 
of the concerned inputs and goods; and

(e) Such invoice and/or other prescribed documents 
were issued not earlier than 12 months 
immediately preceding the Appointed Day.

Note: Subsequently, if the said amount is found to be 
recoverable as a result of any proceeding instituted 
under the earlier law, it shall be recovered as an 
arrear of tax under the new GST law.

Q4. How will the amount of CENVAT credit 
and VAT credit in respect of inputs held 
in stock be allowed under the new GST 
Law to a person switching over from 
composition scheme?
Ans. A person who was following the composition 
scheme under the earlier law (i.e. who was either 
paying tax at a fixed rate or paying a fixed amount 
in lieu of the tax payable) shall be entitled to take 
CENVAT credit and VAT credit in respect of (i) 
inputs held in stock and (ii) inputs contained in 
semi-finished or finished goods held in stock on the 
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Appointed Day provided all the following conditions 
are satisfied:
(a) Such inputs and/or goods are used or intended 

to be used for making taxable supplies under the 
new law;

(b) Such person is not paying GST under 
composition levy scheme;

(c) Such person was not otherwise ineligible to take 
such ITC under the earlier law;

(d) Such person is eligible for ITC under the new 
law;

(e) Such person is in possession of invoice and/
or other prescribed documents evidencing 
payment of duty/tax under earlier law in respect 
of the concerned inputs and goods; and

(f ) Such invoice and/or other prescribed documents 
were issued not earlier than 12 months 
immediately preceding the Appointed Day.

Note: Subsequently, if the said amount is found to be 
recoverable as a result of any proceeding instituted 
under the earlier law, it shall be recovered as an 
arrear of tax under the new GST Law.

Q5. What amount shall be payable by a 
person switching over from the normal 
tax provisions under the earlier law to the 
composition levy scheme under the new 
GST Law?
Ans. Such person shall pay, by way of debit in 
the electronic credit ledger or electronic cash 
ledger, the amount of ITC in respect of (i) inputs 
held in stock and (ii) inputs contained in semi-
finished or finished goods held in stock on the day  
immediately preceding the date of such switch 
over. After payment of such amount, the balance 
of ITC, if any, lying in his electronic credit ledger  
shall lapse.

Q6. Whether any tax is payable in respect 
of exempted goods returned to the place 
of business on or after the Appointed Day?
Ans. No tax shall be payable in respect of such goods 
provided all the following conditions are satisfied:
(a) Such goods were exempt under the earlier law at 

the time of removal (for excise duty) or sale (for 
VAT);

(b) Such goods were removed/sold not earlier than 6 
months prior to the Appointed Day;

(c) Such goods are returned to any place of business 
within 6 months from the Appointed Day; and

(d) Such goods are identifiable to the satisfaction of 
the tax officer.

Q7. Whether any tax is payable in respect 
of duty paid goods returned to the place of 
business on or after the Appointed Day?
Ans. No tax shall be payable in respect of such goods 
provided all the following conditions are satisfied:
(a) Duties/taxes had been paid in respect of such 

goods under the earlier law at the time of removal 
(for excise duty) or sale (for VAT);

(b) Such goods were removed/sold not earlier than 6 
months prior to the Appointed Day;

(c) Such goods are returned to any place of business 
within 6 months from the Appointed Day; and

(d) Such goods are identifiable to the satisfaction of 
the tax officer.

Note: The person who receives such goods within the 
period of 6 months shall be entitled to take credit of 
the duty paid earlier at the time of removal/sale, as 
the case may be.

Q8. What will be the tax consequences 
in respect of inputs, semi-finished goods 
(SFG), finished goods (FG) which were 
removed for job work and returned on or 
after the Appointed Day?
Ans. The following are the consequences:
(a) In respect of inputs and SFG which were removed 

for job work under earlier law and returned on or 
after the Appointed Day:
- No tax shall be payable if such inputs/SFG, as 

the case may be, are returned to the factory 
within 6 months from the Appointed Day 
(the competent authority may extend this 
period for a further period not exceeding 2 
months on sufficient cause being shown).

- To avail the benefit of this provision, the 
manufacturer and the job worker are required 
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to declare the details of the inputs/SFG held 
in stock by job worker on the Appointed Day 
in the prescribed form, manner and time.

- If the inputs/SFG, as the case may be, are not 
returned within the aforesaid time period, 
both the manufacturer and job worker shall 
be liable to pay GST.

(b) In respect of FG which were removed for job 
work under earlier law and returned on or after 
the Appointed Day:
- No tax shall be payable if such FG are 

returned to the factory within 6 months 
from the Appointed Day (the competent 
authority may extend this period for a 
further period not exceeding 2 months on 
sufficient cause being shown).

- If the FG are not returned within the 
aforesaid time period, the job worker shall 
be liable to pay GST.

(Note: In case of SFGs and FGs, tax shall not be 
payable even if the manufacturer transfers such SFGs/
FGs from the job worker’s premises, in accordance 
with the provisions of the earlier law, to the premises 
of any registered taxable person for the purpose of 
supplying therefrom on payment of tax in India or 
without payment of tax for exports within 6 months 
or extended period from the Appointed Day).

Q9. What are the consequences if the 
price of any goods/services is revised 
upwards or downwards after the 
Appointed Day?
Ans. The Model GST Law provides that in such 
circumstances, the tax payer may, within 30 
days of such price revision, issue supplementary 
invoice/debit note (in case of upward revision) 
or supplementary invoice/credit note (in case of 
downward revision). An interesting point is that 
though in case of downward revision, the Model 
GST Law provides that the tax payer can reduce  

his tax liability only if the recipient of such  
invoice/credit note has reduced his corresponding 
ITC; there is no such provision in case of upward price 
revision to provide that the recipient of invoice/debit 
note can claim ITC for the upward price revision.

Q10. Whether the pending refund claims 
and the CENVAT credit claims will be 
disposed of in accordance with the earlier 
law or the new GST Law?
Ans. All refund claims filed under the earlier law and 
proceedings of appeal, revision, review or reference 
relating to CENVAT credit or output liability  
under the earlier law shall be disposed of in 
accordance with the earlier law. Further, any  
amount eventually accruing to the tax payer shall 
be refunded to the person in cash. Whereas, any 
amount found recoverable as a result of the appeal, 
revision, review or reference shall be recovered as an 
arrear of tax under the GST Law, and the amount so 
recovered shall not be admissible as ITC under the 
GST Law.

Q11. What will be the treatment of goods 
and/or services supplied on or after the 
Appointed Day, in pursuance of a contract 
entered into prior to the Appointed Day?
Ans. All such supplies shall be taxed under the 
provisions of the new GST Law. (For the removal  
of doubts, the new GST Law should clarify that  
the ITC shall also be available in this regard  
under the new GST Law). However, no tax shall  
be payable under the new GST Law if full duty  
or tax on such supply has already been paid under 
the earlier law.

Q12. Whether the ITC on account of any 
services received prior to the Appointed 
Day by an Input Service Distributor (ISD) 
shall be eligible for distribution under 
the new GST Law even if the invoice(s) in 
relating to such services is received on or 
after the Appointed Day?
Ans. Yes

Q13. If, on the Appointed Day, some goods 
or capital goods belonging to a principal 
are lying at the premises of the Agent; 
whether such Agent will be entitled to take 
ITC of the tax paid on such goods?
Ans. Yes, the agent will be entitled to take the ITC 
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in such a scenario subject to fulfillment of all the 
following conditions:
(a) Agent is a registered taxable person under the 

GST Law;
(b) Both the principal and agent declare the details 

of the stock of goods or capital goods lying with 
such agent on the date immediately preceding the 
Appointed Day in the prescribed form, manner 
and time;

(c) The invoice(s) for such goods or capital goods 
had been issued not earlier than 12 months 
immediately preceding the Appointed Day; and

(d) The principal has either reversed or not availed 
such ITC.

Q14. What are the implications in respect 
of the goods sent on approval basis but 
returned on or after the Appointed Day?
Ans. No tax shall be payable under the new GST Law 
in respect of such goods provided all the following 
conditions are satisfied:
(a) The goods were sent not earlier than 6 months 

before the Appointed Day; and

(b) The goods are returned to the seller within 
6 months (extendable upto 2 months by the 
competent authority on sufficient cause being 
shown) from the Appointed Day. 

3. Conclusion:
The biggest ‘one nation–one tax’ indirect tax  
reform is all set to become a reality, and with  
a host of substantial changes in the manner 
of taxing goods and services, it is imperative  
that the stakeholders gear up for this new regime  
in due course of time so that once the new law  
comes into force, coping up with the new 
requirements does not cause an adverse procedural 
hurdle to the operational efficiencies of the 
businesses. While the Model GST Law contains  
a specific chapter on the transitional provisions 
for the new GST Law, it is also necessary that 
the tax payers devote a substantial amount of  
time and resources on understanding the finer 
nuances of this new indirect tax regime so that 
the transformation and transition process is both 
smooth and hassle free. 
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People are lonely because they build walls instead of bridges. - Joseph F. Newton
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