
Comments on the Refund Process 

By CA Dr Arpit Haldia  

Dear Sir,  

Following are my detailed comments on the registration process as provided in 

the Report of the Joint Committee on Business Process for GST on “GST 

REFUND”. In these comments I would first put forward the relevant extract of 

the Draft Document and then my comment so that the same may be explained 

in greater detail and with more clarity.  

a) Request to Extend the time for submission of comments by one month: 

At the outset and without going into the details of the registration 

process, I would like to emphasize the point that although releasing of the 

draft document for public comments is a good initiative but the time limit 

provided is very short and loses its very significance. It looks more like a 

window dressing measure rather than an honest attempt to involve the 

public and government is trying to fast track the process and trying to 

cover up the time lost due to lack of political will and consensus. Common 

public being treated as stakeholder is expected to submit their comments 

within 15 days or so when it is well known that most of the persons are 

naïve to the subject. Thus at the outset it is requested to extend the time 

limit by at least one month so that the process may be taken to its logical 

end. 

 

b) Refund claim in where the tax has been deposited in wrong GSTIN:  

 

The Business process report provides that in such cases  

 

“In first two situations i.e. in case of wrong mention of nature of tax (CGST 

/ SGST / IGST) or in case of wrong mention of GSTIN, the tax administration 

is required to verify the correctness of the taxpayer’s claim and therefore 

the taxpayer may file a refund application which should be decided within 

a period to be prescribed by the GST Law.” 

 



 

The business report does not provide that who would be required to file 

the claim of refund. However, it seems from the understanding of the 

report that it would be the dealer in whose GSTIN tax has been deposited 

would be required to file the claim of refund. If it is so, then it would be 

hardship of the genuine tax payer as he would have to trace such dealer 

and then file an application through such dealer. There needs to be an 

appropriate and a better mechanism in such cases as it would be hardship 

for the genuine assessee who has no option but to pursue the dealer 

whom he may or might not know for filing the refund claim.  

 

Comment:  The process needs to be streamline and in such cases it’s 

better that the banks or the assessing officer may be given the power to 

modify the challan within such period on the basis of undertaking and 

application and corresponding no objection from the dealer in whose 

GSTIN tax has been wrongly deposited. Tax payer cannot be made to 

suffer on the basis of genuine mistake and mistakes do happen. It does 

not mean that the taxpayer should be brought to a position of no return 

in such cases. It is suggested that alternative and prompt process to 

safeguard the Interest of the Taxpayer and the revenue should be brought 

in place. 

 

c) Refund of the Amount wherein amount has been mentioned wrongly 

and the amount was deposited in excess against the return:  

 

The Business Report provides that  

 

“The automatic carry forward would be allowed if the excess payment was 

made against a return and not against any other liability”. 

 

However, subsequently it provides two options out of which any one can 

be followed in GST Law:  

 



“The GST Law may provide for automatic set off if the excess payment of tax 

is not on account of interpretation of notifications, application of 

exemptions etc., i.e. the excess payment is not on account of difference of 

opinion between the tax administration and the taxpayer. “ 

 

“The GST Law may also lay down the time limit within which the excess 

amount of tax, as reflected in the return filed by a taxpayer for that relevant 

period, can be re- credited suomoto and can be utilized by the taxpayer for 

payment of future tax liability” 

 

Comment: The second option is not proper and should not be 

implemented as taxpayer has deposited his own money to the 

government in excess and if he has to wait till a certain period to adjust 

the same, then it would not be a prudent provision.  The first option 

should be adopted and which is prevalent in the State Law as well 

wherein if excess tax has been deposited by the assessee, then in such 

cases, it is automatically set off against the future tax liability and is 

allowed to be carried forward.  

 

d) Refund of the Amount wherein amount has been mentioned wrongly 

and the amount was deposited in excess against a liability: The 

business process document is silent on the matter although it has been 

provided that this matter would be treated as separate matter than the 

tax deposited in excess in the case of return.  

 

Comment: There should be no difference in the treatment of the amount 

deposited in excess of the return or liability. They should be treated at 

par.  

 

e) Provision for proportionate credit in case of export of goods to arrive 

at the utilization of inputs for export of goods:  

 

The Business process reports provides that  

 



“As regards utilization of the inputs for exports, a simple formula can be 

adopted that will provide for proportionate credit based on export turnover 

divided by total turnover. Moreover, a declaration can be obtained from the 

exporter regarding utilization of inputs in the exported goods.” 

 

This formula can be an accepted formula in case of partial exports and 

where the quantitative and other records are not available with the 

assessee.  

 

The business process document does not provide for the alternative case 

where the taxpayer is able to identify as per the records available with 

him, goods or services which have been used specifically in the export. In 

such cases such formula should not be applied and specific provision 

should be there in the law for the refund of the tax paid on such goods 

and services used specifically towards the export.  

 

Comment: Law should contain specific provision for refund of the tax 

paid on goods and services if the tax payer is able to produce evidence of 

the goods and services specifically used in exports. If the taxpayer is not 

able to do so then in such cases, formula can be applied.  

 

f) Amount claimed as refund to be blocked at the time of submission of 

refund application:  
 

The Business Process report provides that  

 

“It is further recommended that the amount of input tax credit claimed as 

refund may be blocked at the time of time of submission of application for 

refund itself. And if the refund claim is rejected wholly or partially the 

rejected portion of the ITC claim amount will be restored in the ITC ledger 

of the applicant.” 

 

The business process further provides that  

 



“Two options i.e. blocking the utilization of input tax credit claimed as 

refund at the time of submission of application for refund itself or debiting 

the input tax credit account / cash ledger subject to the amount available 

in either account at the time of issuance of sanction order of refund were 

discussed. It is recommended that the first option should be adopted”. 

 

It is suggested that the said amount should not be blocked right at the 

time of submission of application and should only be blocked or input tax 

credit account / cash ledger account should be debited at the time of 

sanction order of refund. 

 

There may be situations wherein the taxpayer may want to adjust the 

amount of the refund claimed during the period while refund application 

is in process. The time limit for approval of the refund amount would also 

be at least 120 days (30 days + 90 days) which is not a small span of time 

and to devoid the taxpayers of his right to use the amount for discharging 

the liability under the statute if so required during the intermittent 

period would not be proper. However in the event if the refund is 

determined then the amount may be blocked and if the amount available 

is less than the refund determined such reduced amount may be credited 

to the account. 

 

In the alternative, the refund process should be fast tracked so that the 

intermittent period is reduced and in such case the amount may be 

blocked from the date of application.  

 

Comment:  The amount of refund claimed should not be blocked at the 

time filing of refund application and should only be blocked once the 

refund is sanctioned. He should be allowed during the intermittent 

period to adjust the same against any liability in the statute. Further the 

refund processing time should also be reduced from the existing 

proposed time period to 30 days from the date of application of refund. 

 



g)  Time limit for Finalization of the assessment in case of provisional 

assessment:  

 

The Business Process Report provides that  

 

“GST law may prescribe time period for finalization i.e. 90 days and this 

time line should not be breached, as far as possible.” 
 

The time limit for finalization has been provided as 90 days as far as 

possible. The limit should be fixed within which the matter should be 

finalized and the words used as far as applicable should be avoided.  

 

Comment:  The time limit prescribed should be fixed 90 days and words 

“as far as possible” should be avoided. 

 

h) Refund in case of accumulated stock or capital goods:  

 

The Business Process Report provides that  

 

“As regards the accumulated ITC attributed to accumulation of stock or 

capital goods, it is recommended that GST Law may provide that refund of 

carried forward ITC may not be allowed and such amount would be carried 

forward to the next tax period (s). The GST Law may provide for 

appropriate provisions in this regard.” 

 

This is not appropriate provision to blatantly disallow the refund in such 

cases and to only allow the carry forward of such Input Tax Credit. There 

should be appropriate provision in the law for grant of such refund as 

there might be many situations wherein there might be refund.  

 

Comment: The law should not provide for complete denial of refund in 

such cases and should be allowed on cases to case basis. There are many 

situation which might not be envisaged at present but would result in 

blockage of the tax payer money.  



 

i) Time Limit for filing of the refund application:  

 

The Business process report provides that  

 

“It is recommended that a period of one year from the relevant date may be 

allowed for filing of refund application. Relevant date for filing of each kind 

of refund needs to be defined separately.” 
 

The issue relating to fixation of the time limit for filing of refund 

application needs reconsideration. In case of regular assessee who have 

been granted registration under the GST Law and are subject to regular 

return filing and assessment provisions, there should be no time limit for 

filing of the refund application subject to the date on which assessment 

for the relevant year would be completed.  

 

Subsequent to the assessment proceedings, the amount would partake 

the nature of refund due as per the assessment order and accordingly the 

same may be determined to be paid in the assessment order itself for 

which no separate application should be required.  

 

The draft report is also silent on the matter that once if the right is not 

exercised within one year for say appellate authority order, then what 

would happen to the refund not claimed by the taxpayer 

 

Comment: It’s the right of the assessee which he can exercise. Restricting 

the basic right beyond one year may not be prudent. The report should 

have come out more clearly on the given subject of not claiming the 

refund within the prescribed time period or why the time limit should not 

be extended till the completion of assessment proceedings in case of 

regular assessee.  
 

 

 



j) Submission of Quantity details in case of refund of tax paid on  account 

of exports:  
  

The business process report provides that  

 

“It was noted that the field relating to “Quantity” is not captured in the 

invoice details proposed to be uploaded either before or along with the 

Return. It was further noted that this information would be required in case 

of refund in relation to exports. The applicant for refund in such cases would 

submit the copies of the invoices or a statement containing details of 

quantity along with the refund application.” 
 

Submission of details relating to quantity have been made mandatory for 

the purpose of claiming refund on account of export. This requirement 

would be very hard in many cases of export refund wherein it is not 

possible to maintain quantity details in many businesses. If the refund of 

the exporters would not be processed in the absence of such submission 

of details, it would result in unnecessary blockage of the working capital 

of the taxpayer.  

 

Comment: Requirement of the Quantity details in case of refund claimed 

on account of export in all business would not be proper in all cases and 

should be scrapped away or assessing officer to be given the right to drop 

the same looking to the nature of business.  
 

k)  Requirement of submission of manual documents for processing of 

refund:  
 

It has been provided in the business process report that  

 

“Any other document as prescribed by the refund sanctioning authority. It 

is recommended that the state and central tax authorities together 

prescribe the documents that are required for demonstrating the 

legitimacy and correctness of refund claimed and checklists can be 

generated for refund sanctioning process.” 



 

Comment: The only concern with the open ended condition is that it may 

lead to unnecessary delay and submission of manual documents. It 

should be ensured that the refund process in the garb of the open ended 

condition may not lead to an enduring process.  

 

l) Refund of CGST to be sanctioned by Central Authority and SGST to be 

sanctioned by State Authorities: 
 

It has been provided in Business Process Report as follows:  

“It is recommended that the State Tax authorities shall deal with the SGST refund 

and Central Tax authorities shall deal with refund of CGST and IGST.” 

This process should be handled by a common Tax Authority. It’s hard to 
understand that when the refund is to be approved on the basis of same set of 
documents and no new information is to be submitted to any of the authorities 
then why there is dual control for assessment of the dealers. The dealer would 
have to deal with two different departments for processing the same refund. 
This is not ease of business and the lawmakers should consider that the 
processing of the refund application should be made by one single assessment 
authority.  
 
It would be appropriate here to refer to the Study of National Institute of Public 
Finance And Policy in released in January 2013 on “Revenue Implications of 
GST and Estimation of Revenue Neutral Rate: A State Wise Analysis” for 
highlighting the division of jurisdiction of dealers between CGST and SGST: The 
relevant extract is as follows: 
 

“In the proposed model, manufacturers for goods with a gross turnover exceeding 
1.5 crores will belong to both the centre and the state and the other tax payers for 
goods will be assigned exclusively to the states for other procedures like 
registration etc. for both central and state GST. The present threshold limits 
prevalent in states (which differ) may be adopted for GST and the same thresholds 
applicable to goods should be applicable to Services also in the respective states.” 
 



Comment: There should be one assessing officer to decide the refund as the 

export has to be granted on the same set of documents otherwise it would 

result in unnecessary hardship to the taxpayer.  

m)  Refund application to be submitted either through GSTN or through 

respective Central/State Portal:  

The Business process report provides as follows:  

“Applicant may be given the option of filing refund application either through the 

GSTN portal or through the respective State / Central Tax portal. Filing through 

GSTN portal may be beneficial for those applicants whose refund relates to CGST 

/ IGST as well as SGST or the refund arises in different State Tax jurisdictions. 

Instead of filing applications with different tax authorities, the same may be filed 

with the GSTN portal which will forward it to the respective tax authority.” 

There are two very important issues to be considered here  

i) There would be GST Network as common portal and then there 

would be respective State/Centre Portal. This would be a clear 

agony for the tax payer. There are separate taxes, separate 

assessing officer and now separate portal for the GST i.e. Centre 

and State. It seems that there needs to be a consensus on what is 

being implemented in India. Are we implementing State, Centre 

laws in the garb of GST. Someday State would come with their laws 

that refund application has to be filed through their own State 

Portal. This is highly objectionable and would be a definite 

hindrance for the tax payers.   

 

ii) The next thing is to be observed that for the taxpayer GST is a 

common tax India-wide but the framers of document have 

suggested that  

 

“Filing through GSTN portal may be beneficial for those applicants 

whose refund relates to CGST / IGST as well as SGST or the refund 

arises in different State Tax jurisdictions.” 



Would it not have been appropriate that there would have been no 

two options for filing the refund application through the State 

Portal and only option which they should have suggested would 

have been a common GSTN Portal. If the law drafting committee 

does not suggest a taxpayer friendly measure then who would be. 

Are the taxpayers left to the mercy of themselves and fight for their 

right and ease of doing business.  

Comment: There should be a common application process for submitting 

 refund application. 

n) Aggregate Time limit for processing of refund should be fixed at thirty 

days:  

 

There should be a total time limit of 30 days for the processing of the 

refund and if the assessee fails to submit the documents or application 

could not be processed for the want of documents and submissions from 

the assessee then in such case the assessing officer can eject the 

application by speaking order. The draft proposal requires 

reconsideration and subjectivity should be mitigated with clear and 

unambiguous words. 

 

Prescribing such long duration for processing of the refunds of 30 days 

for communication of deficiency and 90 days for the process of refund 

would only lead to blockage of the working capital of the taxpayer and 

unnecessary harassment.  

 

Comments: The refund application should be processed and refund 

should be credited within thirty days of submission of application.  

 

o) Time limit for completion of the preliminary scrutiny of the 

Documents and communication of Objections in case of refund 

application if any:  

The business process report provides that  



“It is recommended that the preliminary scrutiny may be carried out within 

30 common working days and deficiency, if any, should be communicated 

to the applicant directly from the respective tax portal. (In case refund 

relates to different jurisdictions or involves both central and state GST levy, 

then the said deficiency needs to be forwarded to GSTN also which will 

communicate the same to the corresponding tax authority relating to that 

refund.” 

The time limit for communication of deficiency of 30 days is too long time. 

This should be reduced and the total time taken for the processing of 

refund should be reduced to 30 days from the date of application.  

It has to be understood that the application would be scrutinized by two 

different officer for CGST and SGST respectively and when two different 

officers are working on the same set of documents although under 

different statues then also if they would take 30 days merely to 

communicate deficiencies in documents out of which most of them are 

available online then in such case how the refund would be processed 

early.  

Comments: The time limit is too high for the given cause and should be 

reduced maximum to 7 days.  

p) Relevant date for the purpose of time limit prescribed for sanctioning 

of refund and initiation of interest clause and a time period of 90 days 

for payment of refund from the relevant date 

The business process document provides that  

“Once the refund application is found to be complete in all respect, the same may 

be communicated to applicant via SMS and e mail and the date of communication 

shall be considered as the relevant date for the purpose of time limit prescribed 

for sanctioning of refund and initiation of interest clause.” 

There is a big loophole here which needs to be plugged. The draft document 

provides that  



a) Within 30 days of the receipt of the application of refund, deficiencies 

may be communicated to the taxpayer. 

 

b) Once the queries are raised and reply is submitted by the taxpayer then 

thereafter whenever it’s found complete in all respect, the same would be 

communicated to the taxpayer and that date of communication would be 

relevant date for the purpose of time limit prescribed for sanctioning of 

refund and initiation of interest clause. Thereafter such communication 

of completeness of application, a further time limit has been provided for 

90 days for processing of refund. 

This is an open ended clause in draft document. This is subjective condition of 

“once the refund application is found to be complete in all respects”. The 

subjectivity should be removed and an aggregate time limit of 30 days from the 

date of submission   

The time limit of 90 days would start from this date onwards. Therefore if all 

things fall in place, there would be at least a time taken of 120 days for the 

sanction of the refund. The time limit is too long and a time limit of 30 days 

should be brought in place for the credit of the refund from the date of 

application of refund.  

Comments: The draft proposal requires reconsideration and subjectivity 

should be mitigated with clear and unambiguous words.  

q) Subsequent verification of the Refund :  

The business report document provides that  

“Every refund that is sanctioned would need to go through a process of review by 

higher authorities in order to ensure the correctness of the decision of refund 

sanctioning authority.” 

The report further provides that  

“It is recommended that looking at the higher level of compliance and self 

regulating mechanism in the form of system based ITC verification, uploading of 

sales and purchase invoices, reconciliation, compliance rating etc. post audit of 



refund application (and not of the accounts of the taxpayer) can be dispensed with 

if so decided by the respective Tax Jurisdiction for refunds upto Rs. One lakh for 

normal taxpayers and for refund upto Rs. 2 lakhs for certain prescribed categories 

of applicants (like public sector undertakings, applicants having the AEO Status, 

etc.) but the process of review of refund may be provided in the GST Law. “ 

It is suggested that whatever review or any other process is to be carried out 

should be carried out prior to the issue of the refund. The taxpayer should not 

be made to face the entire process again after the issue of the refund. The 

provision of pre-audit as provided for the refund exceeding Rs 1 crore is a 

welcome step.  

Comments: There should either be pre-audit and refunds up to a certain limit 

may be allowed under the purview of the Assessing Officer. If each and every 

refund would be part of post-audit then it would be very difficult for the 

taxpayer to have the ease of the business. 

r) Interest payable to the dealer on delay in credit of refund and Interest 

recoverable from the assessee in case of delay in payment of taxes: 
 

The Business Process Document provides that  

 

“It is recommended that the rate of interest for delayed payment of refund 

and that in case of default in payment of GST should be different. The 

Committee recommends that the rate of interest in case of refund may be 

around 6% and that in case of default in payment of interest may be Page 

around 18%.” 

 

There is a very high disparity in the Interest Payable to the taxpayer and 

Interest recoverable from the Taxpayer. There is no point in charging 

such a high rate of interest from the taxpayer right from day one of the 

default in payment of taxes. The same may be taken to higher rate of 

Interest on a continuous default by the taxpayer. The same system which 

is in place currently in Service Tax.  

 



Further it has also to be noted that such difference between the Interest 

payable to the assessee and receivable from the assessee does not exist 

in Income Tax or most of the State Laws. Subjecting the dealers to such 

high level of Interest payable from day one of the default would not be 

proper.  

 

Further, there also needs to be a check that when there is default of the 

taxpayer, the interest payable by the assessee is 18% and when there is 

default of the government or its officials, the interest payable to the 

taxpayer is 6%. This is huge disparity and it’s understood that as the 

taxpayer is making use of the public money when there is delay in 

payment of taxes and he has to be penalized for the same but the 

penalization cannot be at such a higher rate.   

 

Comment: The large disparity in the Interest payable to the assessee and 

Interest receivable from the assessee should be reduced.  

 

s) General Submission in case of Business Process Report or document 

issued for public comments: 

It can be outlined that document published in general for submission of 

comments from common public who have been treated as stakeholder, should 

have following salient features: 

a) Document should be detailed enough so as to have easy understanding of 

the subject by the stakeholders. It is paramount to understand that the 

general public is not part of the process of drafting of such document and 

therefore do not have the knowledge of the backdrop in which particular 

issue has been referred in the document. Therefore an effort should be 

made to spell out every detail on the subject. 

 

b) Clear and unambiguous terms should be used so to communicate clearly 

with the public. Releasing of document and submission of comments is at 

the outset one way communication and even if one argues that it’s a two 

way communication as comments have been invited from public, it’s not 



a real time two way communication. General public cannot clarify their 

doubts if any on the understanding of the subject. Therefore, public gives 

comments on the basis of its own understanding whether the same might 

be correct or not. Easy and clear words provide the public with better 

understanding of the subject matter.  

 

c) Details should be grouped in such a manner so that each subject can be 

identified and located at one place in the document.  

 

d) Document should have examples so as to lay down the details in a lucid 

manner.  

 
By CA Dr Arpit Haldia  


