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TAX ALERT

INDIRECT TAX - GST

Interception of “Goods in Transit” under GST:

Can a “Transit State” levy penalty?
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Allahabad High Court examines the jurisdictional issue in Maruti Enterprises v.
State of Uttar Pradesh

The Allahabad High Court, in the case of Maruti Enterprises v. State of Uttar
Pradesh, has delivered an important ruling on the powers of GST authorities
while intercepting goods in transit. The judgment draws a clear distinction
between the power to inspect goods in transit and the power to adjudicate
proceedings under Section 129 of the CGST Act, 2017.

Background:

o The petitionertransported goods from West Bengal to Delhi under avalid
tax invoice and e-Way Bill.

e During transit, the vehicle was intercepted by the Uttar Pradesh GST
authorities on the allegation that an e-tax invoice had not been
generated in accordance with Rule 48 of the CGST Rules, 2017.

o Although the movement of goods neither originated nor terminated in
the State of Uttar Pradesh, the authorities detained the goods, initiated
the proceedings and levied penalty under Section 129 of the CGST Act,
2017.

Issue before the Court:

o Whether a transit State, through which goods merely pass, can assume
jurisdiction to adjudicate proceedings and levy penalty under Section
129 of the CGST Act, 2017, despite the transaction having no territorial
nexus with such State.

Ruling of the Allahabad High Court:
The Court answered the issue in the negative and held that:

e Atransit State undoubtedly possesses the authority to intercept, inspect
and verify goods moving through its territorial limits.

e Where the movement of goods has no territorial nexus with the transit
State, such State should not assume jurisdiction to adjudicate
proceedings. The power to impose penalty under Section 129 should vest
only with the competent jurisdictional State. Such jurisdiction shall lie
with the State of origin or destination, as the case may be.
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The Practical Challenge:

Circular No. 41/15/2018-GST does not prescribe any procedure for
transferring proceedings from the transit State to the jurisdictional State.
The GST Portal does not currently provide a seamless electronic workflow
for the intercepting (roving) officer to transfer detention proceedings to
the competent jurisdictional authority.

Currently, the GST Portal enables taxpayers to discharge penalty under
the respective CGST/SGST/IGST heads, as applicable. However, there is
no mechanism to automatically identify and route such penalty payment
to the competent jurisdictional State where goods are intercepted in a
different State.

Recommended framework for effective implementation:
To effectively operationalize the principles laid down by the Court, CBIC may
consider the following measures:

1)

2)

3)

Standardized inter-state referral mechanism

A dedicated electronic form (similar to GST MOV-10) may be introduced
to enable the intercepting officer to record the contravention.

The form may facilitate electronic transfer of the proceedings to the
competent jurisdictional authority in the State of origin or destination for
adjudication.

Time-bound transfer of proceedings

A definite timeline of 48 to 72 hours may be prescribed for transfer of
proceedings by the transit State to the competent jurisdictional authority.
The receiving authority may acknowledge such transfer and initiate
proceedings within a stipulated timeframe.

Restrict Adjudication by Transit State

The Circular may clarify that where the intercepted goods have no origin
or destination nexus with the transit State, the powers of intercepting
authority shall be limited to inspection and verification. The power to
adjudicate proceedings under Section 129 of the CGST Act, 2017 and
recover penalty may vest exclusively with the competent jurisdictional
State.
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4)

5)

Appropriate revenue safeguards

Pending transfer of proceedings, suitable safeguards such as bond, bank
guarantee, or other security may be prescribed wherever warranted
under law. This would protect revenue interests while ensuring
expeditious release of goods.

Real-time penalty allocation through GST Portal

To eliminate jurisdictional disputes, CBIC may introduce a portal-based
mechanism to automatically identify the competent jurisdictional State
based on the GSTIN, e-Way Bill particulars and place of supply. The
system may electronically transfer proceedings, generate challans in
favour of the competent State irrespective of the State of interception,
and credit the penalty, accordingly, thereby ensuring seamless
adjudication with minimal manual intervention.
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About us

Bhuta Shah & Co LLP (BSC) is a dynamic professional Chartered Accountants firm with a distinctive blend of skill
sets, experience and expertise. Established in the year 1986, we operate from our Head Office in Nariman Point,
Mumbai while having 6 offices across India in Mumbai, Pune, Ahmedabad and New Delhi. We offer our clients a
wide range of services including Audit & Assurance, Direct Taxation, Indirect Taxation, Transaction Advisory,
Corporate Finance, Corporate Advisory, Risk Advisory, Cyber Security and Resolution & Insolvency Advisory. We
provide services to a diverse set of leading Indian and Multinational Clients, including FPIs, Mutual Funds, Large
Banks, Broking Institutions, Listed Companies including Pharmaceutical Companies, Manufacturing Companies,
Insurance Companies, Realty Companies, Jewellery Companies, Hospitals and several other Large and Medium
Businesses. Our forte is high quality services to our clients based on the core principles of Quality, Focus,
Timeliness and Commitment. The Leadership Team comes with rich experience and is supported by a competent
and efficient team of Professionals including Chartered Accountants, Professionals with Big-4 Consulting and
Industry experience, Advocates, Company Secretaries, MBAs, Former IRS Officers, who are committed to providing
timely, professional and quality services to our clients.

Contact Us

Tel: +91 79400 39647
L: +91 22 4343 9191

E: mail@bhutashah.com

W: www.bhutashah.com SCAN TO KNOW MORE

Disclaimer: This publication has been prepared for general guidance on matters of interest only and does not
constitute professional advice. This publication is not intended to address the circumstances of any individual or
entity. No one should act on such information without appropriate professional advice after a thorough
examination of the situation. This publication is not a substitute for detailed research and opinion. Bhuta Shah &
Co LLP, its members, employees and agents disclaim all liability for any loss or damage caused to any person from
acting or refraining from acting as a result of any material in this publication. Without prior permission of BSC, this
publication may not be quoted in whole or in part or otherwise referred to in any documents.



