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Tax alert: Limitation period for refund of
GST wrongly collected and paid, to start
from date of payment of correct tax

The Patna High Court has clarified that the limitation period of two years for claiming refund of GST wrongly
collected and paid to the Government, would start from the date of payment of correct tax and not from the date

of payment of wrong tax.

In a nutshell

In January 2018, the
petitioner had
wrongly treated
certain transactions
as intra-state
instead of inter-
state and paid CGST
and SGST as against
IGST.

Petitioner paid the
correct taxi.e., IGST
in March 2023. It
filed a refund
applicationin
January 2024 which
was within 2 years
from the date of
payment of correct
tax.
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Department rejected
the refund
application
contending it was
— filed beyond two
years of payment of
wrong tax sought to
be refunded. A writ
petition was filed by
the taxpayer against
the said order.
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Patna High Court
has held that
relevant date for
counting limitation
period would start
from the date when
petitioner
deposited the
correcttaxi.e., IGST
and refund was
allowed.
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Background

e The petitioner’ duly filed its GST returns (Form GSTR-1, GSTR-3B and GSTR-09) for FY 2017-18 and paid
all due taxes according to the returns.

e Later, the petitioner’s books of accounts were selected for departmental audit. The audit report
observed that the petitioner had short paid IGST, identifying certain transactions to be inter-state
transactions which the petitioner had treated as intra-state transactions. The CGST and SGST were
wrongly paid in January 2018.

e Inview of audit observations, the petitioner paid the correct IGST through DRC-03 in March 2023.

e After payment of correct IGST, the petitioner applied for refund of wrongly paid CGST and SGST in RFD-
01 in January 2024.

e Departmentissued a show cause notice and thereafter an order rejecting the refund application as the
limitation period of two years had lapsed from the date of wrongly paid CGST and SGST. Against the said
order, the petitioner filed a writ petition before the Patna High Court.

Observations of the High Court

e Though the impugned order has taken note of the relevant provision of the GST law providing for refund
of GST wrongly paid under a particular head (CGST and SGST/ IGST), the same has not been duly
considered and appreciated by the department.

e Circular no. 162/2021-GST dated 25 September 2021 (circular no. 162) which clarifies the position
about the application of limitation in such cases has not been taken into consideration by the
department.

e The Court opined that in the present case, the relevant date for counting the period of limitation would
start from the date when the petitioner had deposited the tax under IGST Act.

e Reference was made to Jharkhand High Court judgement in the case of Gajraj Vahan (P.) Ltd.? where it
was observed that circular no. 162 had extended a beneficial provision for extension of limitation of
refund in case of wrong deposit.

e Accordingly, it was held that the petitioner is entitled to get refund of the SGST and CGST amount paid
in January 2018, together with interest at the rate of 6% per annum from a date which would begin after
three months from the date of filing of the application for refund, till the date of payment.

Comments

This ruling sets a precedent for similar cases where taxpayers have paid taxes under the wrong head and
have sought refunds. It reinforces the interpretation that the limitation period should be calculated from the
date of payment of the correct tax.

Overall, the ruling ensures that taxpayers who have paid taxes under the wrong head due to
misclassification of transactions are not unfairly penalized by a misinterpretation of the limitation period for
refund claims. It also emphasizes adherence to the provisions of the CGST and IGST Acts and the relevant
circulars.

1 M/s. Sai teel v. The State of Bihar 2025-VIL-791-PAT
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