"Calcutta High Court's Landmark Judgment Safeguards GST Claimants' Rights:
A Milestone for Honest Taxpayers"

Introduction:

A recent judgment by the Calcutta High Court in the case of Gargo Traders v. State
Tax, West Bengal, reported in 2023 (6) TMI 533, has set a significant precedent that
protects the rights of GST claimants across India. Rendered on June 12, 2023, this
ruling has far-reaching implications and addresses an important question: Should
an honest taxpayer be held accountable for their supplier's actions when they
had no knowledge of any wrongdoing, and collusion cannot be proven?

Protecting Honest Taxpavyers:

The crux of the judgment centers around a fundamental principle - the tax
department cannot reject an Input Tax Credit (ITC) claim solely on the basis of a
retrospective cancellation of the supplier's GST registration, without establishing
connivance and collusion. This principal also finds support in the rulings of M/S.
Balaji Exim Versus Commissioner, CGST And Ors. - 2023 (3) TMI 529 - Delhi HC;
and M/S LGW Industries Limited [2021 (12) TMI 834 - Calcutta HC]

The decision aligns with the judicial precedents that have consistently held that
the recipient of goods should not be denied ITC unless there is concrete evidence
of collusion, even in cases where the supplier fails to remit the tax to the exchequer
(Arise India Limited versus Govt. of NCT of Delhi & Ors. reported in 2017 (10)
TMI 1020 - Delhi HC).

The judgment emphasizes that recipients of goods should not bear the burden of
their supplier's misconduct as long as they have not participated in any fraudulent
activities. It stresses the importance of evaluating each case based on its merits and
protecting the rights of honest taxpayers.

The Interplay with Supreme Court's Ruling:

Additionally, it is crucial to consider the interplay between the Calcutta High
Court's judgment and a recent ruling by the Hon'ble Supreme Court in the case of
State of Karnataka vs M/s Ecom Gill Coffee Trading Pvt. Ltd., reported in 2023 (3)
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TMI 533 - SC. This Supreme Court ruling establishes the burden of proof required
to avail Input Tax Credit under the pre-GST regime.

The Supreme Court's ruling clarifies that being a bona fide buyer is not sufficient
to claim ITC. The burden of proof lies with the buyer, who must provide
compelling evidence to substantiate the genuineness of the transaction and the
actual receipt of goods beyond any doubt. This underscores the need for buyers to
present relevant materials and documentation to establish the legitimacy of the
transaction and the receipt of goods.

Dual Responsibilities:

The interplay between the Calcutta High Court's judgment and the Supreme
Court's ruling highlights the dual responsibilities of both the tax department and
the buyer in the ITC claim process. On one hand, the tax department must prove
connivance and collusion in order to deny ITC. On the other hand, the buyer must
shoulder the responsibility of providing substantial evidence to establish the
legitimacy of the transaction and the receipt of goods.

Clarity in ITC Claim Process:

As taxpayers navigate the complexities of the GST regime, these rulings offer
much-needed clarity on the standards and obligations surrounding ITC claims.
They provide a fair and balanced approach that protects the rights of honest
taxpayers while preventing the misuse of ITC provisions.

Conclusion:

The Calcutta High Court's landmark judgment in the case of Gargo Traders v.
State Tax, West Bengal, reinforces the principle that honest taxpayers should not
be penalized for their supplier's actions if they were unaware of any wrongdoing.
This ruling, in conjunction with the Supreme Court's judgment, sheds light on the
burden of proof required to avail Input Tax Credit. Together, these rulings
establish a framework that safeguards the rights of honest taxpayers while
maintaining the integrity of the GST system.
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