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"20. The issue involved in these cases are as to whether after introduction of new GST
Act from 01.07.2017, the registered dealers were entitled for the benefit of unutilized ITC

accrued under the UP VAT Act though having closing stock.

22. Perusal of section 13(1)(a) of the VAT Act clearly demonstrates that the earned ITC
can be utilized on the sale, subject to the conditions as mentioned in the table. The ITC
can only be claimed on fulfillment of certain conditions as contemplated herein-above.
Section 13(6) of the VAT Act and rule 21(1)(y) of the UP VAT Rules contemplate that in
the event ITC is unutilized and the register :d dealer discontinued its business and the
closing stock is there, then the dealer has to debit the unutilized ITC. The registered
dealer cannot be permitted to utilize earned ITC for the said period.

23. Section 15(5) of the VAT Act is also quoted below :- "Section 15. Net amount of tax
Payable and treatment of input tax credit exceeding tax liability: (5) Notwithstanding
anything contained in sub-section (4) where a dealer discontinues business, refund of
any excess amount of admissible input t@X credit relating to last tax period of the
assessment year during which business has been discontinued shall be allowed within
Ninety days after the date of passing of ass€Ssment order for such assessment year”



24. The aforesaid section contemplates for refund of excess amount of gdm!sm‘t.n\e ITC, i
it exceeds tax liability relating to last tax period of the §s§essm§nt year .urmg Which the
business has been discontinued. 25. The case in hand, it is admitted between the Parties
that the opposite party has not sold the purchased goods gnd the;re was closing stock.
Until & unless the last tax period of the assessment year dgrmg which business has been
discontinued after adjustment of the tax liability by-passing the assessment order for

such assessment year, if any excess amount of ITC is left, then 12 only section 15(5) of
the VAT Act will come into play and not otherwise.

33. This Court in M/s Farooq Agencies (supra) has specifically held that by operation of
law, the business of the registered dealer stood discontinued and th_erefore, similar
analogy will be applicable in the case in hand. The opposite parties (registered dealers)
discontinued its business under the VAT Act after 30.06.2017 by operation of law.

34. But the Tribunal in the impugned order, in its wisdom, has allowed the appeals of

the opposite party by referring that the judgement cited by the revisionist, i.e., M/s
Farooq Agencies (supra), is not applicable to the fact of the case.

35. The Tribunal miserably failed in not following the legal binding precedent given by
this Court in the case of M/s Farooq Agencies 15 (supra). The Tribunal, further erred in
observing that section 13 of the VAT Act and rule 21 of the Rules are also not applicable
in the issue under consideration. Section 13 of the VAT Act & Rule 21 of the VAT Rules,
referred to herein-above, clearly contemplate the situation to deal with the closing stock

and unutilized ITC of the registered dealers stood discontinued its business, as held
herein-above.

36. Further, the opposite party has not brought on record any evidence upto the
Tribunal that they have filled TRANS-1. Once TRANS-1 form was not filled the
proceedings initiated by the Assessing Authority cannot be said to be bad in |aw. Once
the business under the VAT Act was discontinued on 30.06.2017 by operatin of law, it
becomes the dealer’s duty to reverse/debit the ITC as per section 13 (6) of the VAT Act

37. Some judgements, relied upon by the counsel for the opposite parties, were in
relation to the period when the TRANS-1 was unable to be uploaded due to tachnical

glitch, where the Court passed orders and sume observation was given, which cannot be
treated as precedent.

38. The other judgements, which have been cited by the counsels for the opposite
parties, pertain to Central Excise Act/MODVAT credit to be availed, but the counsels
could not show any provision under the Central Excise Act that are similar to VAT Act.
Section 13(6) of the VAT Act, read with rule 21 specifically provides that when the

closing stock on the date of discontinuation of business is available, what treatment has
given to unutilized/accumulated ITC.

40. Further, section 13(6) of the VAT Act contemplates debiting of ITC earned/unutilized
on the date of discontinuation of the busiiess, but the opposite party utterly failed to
adhere to the said section. In absence of any compliance by thg opposite party as
contemplated under section 13(6) of the VAT Act, the judgements cited herein-above in

paragraph nos. 11 to 14, by the counsel for the opposite party are not of any help to
them.



A1, ane the opposite party - registered dealers, by operation of law, discontinued its
business, it was the duty cast upon the opposite party dealer to debit their ITC 45
contemplated under section 13(6) of the VAT Act. The Tribunal has failed in its duty
while allowing the appeal of the opposite party by overlooking the provision of section
13(6) of the VAT Act.

42 \n view of the aforesaid facts & circumstances of the case as well as the law laid
down by this Court, the impugned judgements & orders passed by Commercial Tax
Tribunal in these revisions cannot be sustained in the eyes of law.

43. Accordingly, all the revisions are allowed.

A4, The impugned judgements & orders in these revisions passed by the Commercial
Tax Tribunal, Bareilly Division, Bareilly are hereby set aside.

45. The questions of law are answered in favour of the Revenue and against the
opposite party.”
m:mn%@%hﬁwm%wuﬂwmwﬁ%m%wuﬁm%mw

W%%mﬁ@r&msﬁg&a@aﬁwmmﬁﬁfaﬁaﬁm%@m
mamm.ﬁwmﬁﬁ@wﬁmwwaﬁwmﬁgﬁ%ﬁm|

TS -SRI AR |

/,
@To = 999)

3TERT ol Y,
IR U |

YoUodo d f&AT® Iad |
103;11(;{@% Ie-1/2 @oTAMoHH), I FY, TOTRIS/ETS &1 39 e & gy Ufvd

%ﬁwmﬁm.ﬁwmmﬁmmmﬁmam
' (Gﬂéoéio),mﬂﬁ@mmﬁsﬂﬁ%m$mmm%m

Wﬁﬁwmwwﬁmaﬁmwaﬁl

ﬁ’\”s“‘“'v’/

'i. | (@) I
i WW’ |



NEE |
T SR (S0RMOFTH)

T T, TS|
T,
TG, TS
e WS, TAEHS |
i + (39 /3T03T0NE- 1 I0=N0FHR ToHOFTlfeiF 27 AT, 2025
TR,

FIAT 7O == HTH, Wnnﬁﬂmmwm 10/2025
B, mﬁmww:ﬁﬂ OIS S T S e, qE e, A
(connected with STRE No. 142/24,143/24, 144/24, 145/24, 146/24,147/24, 149724,
2/25,9/25 AND 92/24) 3 arfce fivle s = wev I T FE fqa% zm faam=
24.03.2025 Q%W)ﬁqmﬁﬂh%mﬁﬁmm’mwmmnarﬁ
ALLOWEDaﬂﬁmwélmomwﬁqﬁmﬁvwn?mﬁr"W.rr
tefiepd SATIRT E, ST TS, e, fretes anTe =1 @ie-fasfl =1 =9 = 2, 7
30062017ﬁﬁﬁm%mﬁwmﬁqmmwmm“
ITC@%Wﬁmls(s)ﬁmﬁwmwml
fiyofr 3 e afw e @

“ 20. The issue involved in these cases are as to whether after introductio

on of
new GST Act from 01.07.2017, the registered dealers were entitled for the benefit of
unutilized ITC accrued under the UP VAT Act though having closing stock.

22. Perusal of section 13(1)(a) of the VAT Act clearly demonstrates that the
carned ITC can be utilized on the sale, subject to the conditions as mentioned ' in the

table. The ITC can only be claimed on fulfillment of certain con ditions
contemplated herein-aboyve. Section 13(6) of the VAT Act and rule 21(1)(y) of the UP
VAT Rules contemplate that in the event ITC is unutilized and the registered dea ler

discontinued its business and the closing stock is there, then the dealer has to debit

the unutilized ITC. The registered dealer cannot be permitted 1o utilize earned ITC for
the said period.
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| 23. Section 15(5) of the VAT Act is also quoted below:- “Section 15. Net
/ amount of tax payable and treatment of input tax credit exceeding tax liability: (5)
Notwithstanding anything contained in sub-section (4) where a dealer discontinues
business, refund of any excess amount of admissible input tax credit relating to last
tax period of the assessment year during which business has been discontinued shall
be allowed within Ninety days after the date of passing of assessment order for such

assessment year.”’
24. The aforesaid section contemplates for refund of excess amount of

admissible ITC, if it exceeds tax liability relating to last tax period of the assessment

year during which the business has been discontinued. 25. The case in hand, it is

adimitted between the parties that the opposite party has not sold the purchased goods

and there was closing stock. Until & unless the last tax period of the assessemnt year

during which business has been discontinued after adjustment of the tax liability by-

passing the assessment order for such assessment year, if any excess amount of ITC is

left, then 12 only section 15(5) of the VAT Act will come into play and not otherwise.
33. This Court in M/s Farooq Agencies (supra) has specifically held that by

operation of law, the business of the registered dealer stood discontinued and

therefore, similar analogy will be applicable in the case in hand. The oppo
(registered dealers) discontinued its business under the VAT Act after 30.06.2017 by

site parties

operation of law.
34. But the Tribunal in the impugned order, in its wisdom, has allowed the

appeals of the opposite party by referring that the Jjudgement cited by the revisionist, ,
i.e. M/s Farooq Agencies (supra), is not applicable to the fact of the case.

35. The Tribunal miserably failed in not following the legal binding precedent
given by this Court in the case of M/s Farooq Agencies 15 (supra). The Tribunal,

further erred in observing that section 13 of the VAT Act and rule 21 of the Rules are

also not applicable in the issue under consideration. Section 13 of the VAT Act &

Rule 21 of the VAT Rules, referred to herein-above, clearly contemplate the situation

to deal with the closing stock and unutilized ITC of the registered dealers stood

discontinued its business, as held herein-above.



36. Further, the opposite party has not brought on record any evidence upto

the Tribunal that they have filled TRANS — 1. Once TRANS — 1 form was not filled,
the proceedings initiated by the Assessing Authority cannot be said to be bad in law.
Once the business under the VAT Act was discontinued on 30.06.2017 by operatin of

law, it becomes the dealer's duty to reverse/debit the ITC as per section 13 (6) of the
VAT Act. '

37. Some judgements, relied upon by the counsel for the opposite parties, were
in relation to the period when the TRANS — 1 was unable to be uploaded due to
technical glitch, where the Court passed orders and some observation was given,
which cannot be treated as precedent.

38. The other judgements, which have been cited by the counsels jor the
opposite parties, pertain to Central Excise Act/MODVAT credit to be availed, but the
counsels could not show any provision under the Central Excise Act that are similar
10 VAT Act. Section 13(6) of the VAT Act, read with rule 21 specifically provides that
when the closing stock on the date of discontinuation of business is available, what
treatment has given to unutilized/accumulated ITC.

40. Further, section 13(6) of the VAT Act contemplates debiting of ITC
carned/unutilized on the date of discontinuation of the business, but the opposite party
utterly failed to adhere to the said section. In absence of any compliance by the
opposite party as contemplated under section 13(6) of the VAT Act, the judgements
cited herein-above in paragraph nos. 11 to 14, by the counsel for the opposite party
are not of any help to them.

41. Once the opposite party — registered dealers, by operation of law,
discontinued its business, it was the duty cast upon the opposite parly dealer to debit
their ITC as contemplated under section 13(6) of the VAT Act. The Tribunal has failed
in its duty while allowing the appeal of the opposite party by overlooking the *
provision of section 13(6) of the VA T Act.

42. In view of the aforesaid facts & circumstances of the case as well as the law
laid down by this Court, the impugned judgements & orders passed by Commercial

Tax Tribunal in these revisions cannot be sustained in the eyes of law.

-



43. Accordingly, all the revisions are allowed.
44. The impugned judgements & orders in these revisions passed by the
Commercial Tax Tribunal, Bareilly Division, Bareilly are hereby set aside.

45. The questions of law are answered in favour of the Revenue and against

the opposite party.” .
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