
 

REFUNDS 

 

🔒1 Kailash Global (P) Ltd. supplies various goods in domestic and 

international markets.  It is engaged in both manufacturing and trading 

of goods.  The company is registered under GST in the State of 

Karnataka. The company exports goods without payment of tax under 

letter of undertaking in accordance with the provisions of section 

16(3)(a) of the IGST Act, 2017. 

 The company has made the following supplies during a tax period: 

S. 

No. 

Particulars (`) 

(i) Export of product ‘A’ to UK for $ 10,000. 

Assessable value under customs in Indian rupees. 

[Export duty is levied on product ‘A’ at the time 

of exports] 

7,00,000 

(ii) Domestic supplies of taxable product ‘B’* during 

the period [excluding tax @ 5%]  

[Inputs used in manufacturing of such goods are 

taxable @18%] 

*not notified as a product, in respect of which 

refund of unutilised ITC shall not be allowed 

under section 54(3)(ii) of the CGST Act, 2017 

10,00,000 

(iii) Supply of goods to Export Oriented Unit 

[excluding tax @ 18%] 

[ITC has been claimed by the recipient] 

5,00,000 

(iv) Export of exempt supplies of goods 6,00,000 

 The ITC available for the above tax period is as follows: 

15 
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S. 

No.  

Particulars (`) 

(i) On inputs (including ` 50,000 on export of exempt 

supplies) 

3,50,000 

(ii) On capital goods 1,20,000 

(iii) On input services (including ` 18,000 on outdoor 

catering) 

2,00,000 

 Determine the maximum amount of refund admissible to Kailash 

Global (P) Ltd. for the given tax period. 

🔑 Computation of maximum amount of refund admissible to Kailash 

Global (P) Ltd. 

Particulars (`) 

Exports of product ‘A’ to UK [Note 1] Nil 

Domestic supplies of taxable product ‘B’ during the 

period [Note 2] 

75,000 

Supply of goods to Export Oriented Unit [Note 3] Nil 

Export of exempt supplies [Note 4] 1,14,000 

Total refund claim admissible 1,89,000 

 Notes: 

1. Export of goods is a zero rated supply in terms of section 16(1)(a) of 

the IGST Act, 2017.  Further, Kailash Global (P) Ltd. exports goods 

without payment of tax under letter of undertaking in accordance 

with the provisions of section 16(3)(a) of the IGST Act, 2017.  

Therefore, as per clause (i) of first proviso to section 54(3) of the 

CGST Act, 2017, a registered person may claim refund, of any 

unutilised ITC in the case of zero rated supply made without payment 

of tax at the end of any tax period.  However, second proviso to 

section 54(3) lays down that refund of unutilized ITC is not allowed 

if the goods exported out of India are subjected to export duty.   
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2. Refund of unutilised ITC is allowed in case of inverted duty structure, 

i.e. where the credit has accumulated on account of rate of tax on 

inputs being higher than the rate of tax on output supplies (other 

than nil rated or fully exempt supplies) except supplies of goods or 

services or both as may be notified by the Government on the 

recommendations of the GST Council [Clause (ii) of the first proviso 

to section 54(3) of the CGST Act, 2017].    

 Rule 89(5) of the CGST Rules, 2017 stipulates that in the case of 

refund on account of inverted duty structure, refund of ITC is granted 

as per the following formula – 

Maximum 

Refund 

Amount 

 

= 

Turnover of inverted 

rated supply of goods 

and services × Net ITC  

− 

 

Tax payable on 

such inverted 

rated supply of 

goods and 

services 

Adjusted Total Turnover 

 where- 

 “Net ITC” means ITC availed on inputs during the relevant period 

other than the ITC availed for which refund is claimed under sub-

rules (4A) or (4B) or both.  

 “Adjusted total turnover” means the sum total of the value of: 

(a) the turnover in a State/ Union territory, as defined under 

section 2(112), excluding turnover of services; & 

(b) the turnover of zero-rated supply of services determined in 

terms of specified manner and non-zero-rated supply of 

services, 

 excluding: 

(i) the value of exempt supplies other than zero-rated supplies; 

and 

(ii) the turnover of supplies in respect of which refund is claimed 

under sub-rule (4A) or sub-rule (4B) or both, if any, 

 during the relevant period. 

 “Relevant period” means the period for which the claim has been 

filed. 
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 Tax payable on inverted rated supply of goods = ` 10,00,000 × 5% 

= ` 50,000 

 Here, Net ITC = ` 3,50,000, Adjusted Total Turnover = ` 28,00,000  

[` 7,00,000 + ` 10,00,000 + ` 5,00,000 + ` 6,00,000] and Turnover of 

inverted rated supply of goods = ` 10,00,000 

 Thus, maximum refund amount under rule 89(5) = ` 3,50,000) x 

10,00,000/ ` 28,00,000 - ` 50,000 = ` 75,000 

3. As per section 2(39) of the CGST Act, 2017, deemed exports means 

such supplies of goods as may be notified under section 147 of the 

CGST Act, 2017.  Supplies to EOU is notified as deemed export under 

section 147 vide Notification No. 48/2017 CT dated 18.10.2017.  In 

respect of supplies regarded as deemed exports, the application of 

refund can be filed by the supplier of deemed export supplies only 

in cases where the recipient does not avail of ITC on such supplies 

and furnishes an undertaking to the effect that the supplier may 

claim the refund [Third proviso to rule 89(1) of the CGST Rules, 2017].  

Therefore, since in the given case, the recipient is claiming ITC, 

Kailash Global (P) Ltd. (supplier of deemed exports) cannot claim 

refund of ITC.   

4. Section 16(2) of the IGST Act, 2017 stipulates that subject to the 

provisions of section 17(5) of the CGST Act, ITC may be availed for 

making zero-rated supplies, notwithstanding that such supply may 

be an exempt supply.  Section 54(3) of the CGST Act, 2017 allows 

refund of ITC in the case of zero rated supply made without payment 

of tax.   

 Rule 89(4) of the CGST Rules, 2017 stipulates that in the case of zero-

rated supply of goods or services or both without payment of tax 

under bond/LUT in accordance with the provisions of section 16(3) 

of the IGST Act, 2017, refund of ITC shall be granted as per the 

following formula: 

Refund 

Amount 
= 

(Turnover of zero-rated supply of goods 

+ Turnover of zero-rated supply of 

services) × Net ITC 

Adjusted Total Turnover 
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 where- 

 “Net ITC” means ITC availed on inputs and input services during the 

relevant period other than the ITC availed for which refund is claimed 

under sub-rules (4A) or (4B) or both.  

 “Turnover of zero-rated supply of goods” means the value of zero-

rated supply of goods made during the relevant period without 

payment of tax under bond/LUT, other than the turnover of supplies 

in respect of which refund is claimed under sub-rules (4A) or (4B) or 

both. 

 “Adjusted total turnover” means the same as explained in point 2 

above.   

 Here, Turnover of zero rated supply of goods = ` 6,00,000, Net ITC  

= ` 5,32,000 (ITC on outdoor catering disallowed under section 17(5) 

of CGST Act, 2017) and Adjusted Total Turnover = ` 28,00,000 (as 

computed in point 2 above) 

 Thus, maximum refund amount under rule 89(4) = ` 5,32,000 x 

6,00,000/ ` 28,00,000 = ` 1,14,000. 

🔒 2 Super Engineering Works, a registered supplier in Haryana, is engaged 

in supply of taxable goods within the State. Given below are the details 

of the turnover and applicable GST rates of the final products 

manufactured by Super Engineering Works as also the input tax credit 

(ITC) availed on inputs used in manufacture of each of the final 

products and GST rates applicable on the same, during a tax period: 

Products 
Turnover* 

(`) 

Output 

GST Rates 

ITC 

availed 

(`) 

Input 

GST 

Rates 

A 500,000 5% 54,000 18% 

B 350,000 5% 54,000 18% 

C 100,000 18% 10,000 18% 

 *excluding GST 

 Determine the maximum amount of refund of the unutilized input tax 

credit that Super Engineering Works is eligible to claim under section 
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54(3)(ii) of the CGST Act, 2017 provided that Product B is notified as a 

product, in respect of which no refund of unutilised input tax credit 

shall be allowed under said section. 

🔑 Section 54(3)(ii) of the CGST Act, 2017 allows refund of unutilized input tax 

credit (ITC) at the end of any tax period to a registered person where the 

credit has accumulated on account of inverted duty structure i.e. rate of tax 

on inputs being higher than the rate of tax on output supplies (other than 

nil rated or fully exempt supplies), except supplies of goods or services or 

both as may be notified by the Government on the recommendations of the 

Council. 

 In the given case, the rates of tax on inputs used in Products A and B (18% 

each) are higher than rates of tax on output supplies of Products A and B 

(5% each).  However, Product B is notified as a product, in respect of which 

no refund of unutilised ITC shall be allowed under section 54(3)(ii) of the 

CGST Act, 2017. Therefore, only Product A is eligible for refund under 

section 54(3)(ii). 

 Further, rule 89(5) of the CGST Rules, 2017 stipulates that in the case of 

refund on account of inverted duty structure, refund of ITC shall be granted 

as per the following formula - 

 

Maximum 

Refund 

Amount 

 

 

= 

Turnover of inverted rated 

supply of goods and services 

× Net ITC 
 

− 

 

Tax payable on such 

inverted rated supply 

of goods and 

services 
Adjusted Total Turnover 

 where,- 

A. "Net ITC" means input tax credit availed on inputs during the 

relevant period; 

B. Adjusted Total Turnover means the sum total of the value of-  

(a)  the turnover in a State or a Union territory, as defined under 

section 2(112), excluding the turnover of services; and  

(b)  the turnover of zero-rated supply of services determined in 

specified manner and non-zero-rated supply of services, 

excluding-  

(i) the value of exempt supplies other than zero-rated 

supplies; and  
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(ii) the turnover of supplies in respect of which refund is 

claimed under rule 89(4A) or rule 89(4B) or both, if 

any,  

 during the relevant period.  

C. Relevant period means the period for which the claim has been filed. 

 In accordance with the aforesaid provisions, the maximum refund amount 

which Super Engineering Works is eligible to claim shall be computed as 

follows: 

 Tax payable on inverted rated supply of Product A = ` 5,00,000 × 5% = ` 

25,000 

 Net ITC = ` 1,18,000 (` 54,000 + ` 54,000 + ` 10,000) [Net ITC availed during 

the relevant period needs to be considered irrespective of whether the ITC 

pertains to inputs eligible for refund of inverted rated supply of goods or 

not as clarified vide Circular No. 79/53/2018-GST, dated 31.12.2018] 

 Adjusted Total Turnover = ` 9,50,000 (` 5,00,000 + ` 3,50,000 + ` 1,00,000) 

 Turnover of inverted rated supply of Product A = ` 5,00,000 

 Maximum refund amount for Super Engineering Works is as follows: 

 = [(` 5,00,000 × ` 1,18,000)/ ` 9,50,000] - ` 25,000 

 = ` 37,105 (rounded off) 

🔒3 With reference to section 54(3) of the CGST Act, 2017, mention the 

cases where refund of unutilised input tax credit is allowed.  

🔑 As per section 54(3) of the CGST Act, 2017, a registered person may claim 

refund of unutilised input tax credit at the end of any tax period in the 

following cases: 

(i) Zero rated supplies made without payment of tax:  Supply of 

goods or services or both to an SEZ developer/unit or export of 

goods or services or both qualifies as zero rated supplies. However, 

refund of unutilized input tax credit shall not be allowed if: 

• the goods exported out of India are subjected to export duty;  

• the supplier of goods or services or both avails of drawback 

in respect of CGST or claims refund of the IGST paid on such 

supplies. 
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(ii) Accumulated ITC on account of inverted duty structure:  Where 

the credit has accumulated on account of rate of tax on inputs being 

higher than the rate of tax on output supplies (other than nil rated 

or fully exempt supplies), except supplies of goods or services or 

both as may be notified by the Government on the recommendations 

of the Council. 

🔒 4 State the cases where refundable amount shall be paid to the applicant, 

instead of being credited to Consumer Welfare Fund under CGST Act, 

2017.  

🔑 Section 54(8) of the CGST Act, 2017 provides that the refundable amount 

shall be paid to the applicant, instead of being credited to the Consumer 

Welfare Fund, if such amount is relatable to — 

(a) refund of tax paid on export of goods and/or services or on inputs 

or input services used in making such exports; 

(b) refund of unutilized ITC in case of zero rated supplies made without 

payment of tax or accumulated ITC on account of inverted duty 

structure; 

(c) refund of tax paid on a supply which is not provided, either wholly 

or partially, and for which invoice has not been issued, or where a 

refund voucher has been issued; 

(d) refund of tax paid on a transaction treating it to be an intra-State 

supply, but which is subsequently held to be an inter-State supply or 

vice-versa; 

(e) the tax and interest, if any, or any other amount paid by the 

applicant, if he had not passed on the incidence of such tax and 

interest to any other person; or 

(f) the tax or interest borne by notified class of applicants. 

🔒 5 Wye Ltd. provides the following details of September 20XX for 

computation of refund claim under rule 89(4) of the CGST Rules, 2017. 

Compute the eligible claim under the said rule assuming that other 

conditions are fulfilled.  
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Particulars Amount(`) 

Opening balance of ITC 5,00,000  

ITC availed during the period, which includes the 

claim for refund made of `5,00,000 eligible under 

rule 89(4A)/89(4B) of the CGST Rules, 2007 

25,00,000  

Zero rated supply of goods made during the period 

without payment of tax under bond/ LUT, which 

include the supply of ` 1,00,00,000 for which refund 

claim is made under rule 89(4A)/89(4B) of the CGST 

Rules, 2017 

6,00,00,000  

Supply of goods other than zero rated supply 3,00,00,000 

🔑 As per rule 89(4) of the CGST Rules, 2017, in case of zero-rated supply of 

goods without payment of tax under bond/LUT, refund of ITC is granted as 

per the following formula: 

Refund 

Amount 
= 

(Turnover of zero-rated supply of goods + 

Turnover of zero-rated supply of services) × Net ITC 

Adjusted Total Turnover 

 Net ITC excludes ITC availed for which refund is claimed under rule 89(4A)/ 

(4B) of the CGST Rules, 2017. Further, turnover of zero-rated supply of 

goods and adjusted total turnover exclude turnover of supplies in respect 

of which refund is claimed under 89 (4A)/ (4B).    

 Accordingly, turnover of zero rated supply of goods = ` 5,00,00,000  

[` 6,00,00,000 –  

 ` 1,00,00,000]; 

 Net ITC = ` 20,00,000 [` 25,00,000 – ` 5,00,000] and 

 Adjusted Total Turnover = ` 8,00,00,000 [` 6,00,00,000 + ` 3,00,00,000 –  

` 1,00,00,000] 

 Thus, maximum refund amount under rule 89(4)  

 = ` 20,00,000 × ` 5,00,00,000 / ` 8,00,00,000 = ` 12,50,000. 

🔒6 Y Ltd. exported service valued at US $ 1,00,000. Supply of service was 

completed on 15th November 2019. Payment for this service was 
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received on 30th December 2019. Refund claim was filed by Y Ltd. in 

respect of tax paid on inputs and inputs services for` 6,00,000 on 31st 

January, 2020. The refund claim was sanctioned on 30th April, 2020. 

What is the amount of refund Y Ltd. will get in accordance with law? 

What is the relevant date and rate of interest as per GST law?  

🔑 As per clause (i) of first proviso to section 54(3) of the CGST Act, 2017, refund 

claim admissible to Y Ltd. on account of export of services being a zero-

rated supply, is the unutilized ITC of ` 6,00,000.  

Where the supply of services had been completed prior to the receipt of 

payment, relevant date is the date of receipt of payment in convertible 

foreign exchange, i.e. 30th December, 2019 [Explanation to section 54 of the 

CGST Act, 2017. 

As per section 56 of the CGST Act, 2017, where any tax ordered to be 

refunded to any applicant is not refunded within 60 days from the date of 

receipt of application, interest shall be payable @ 6% p.a. from the date 

immediately after the expiry of 60 days from the date of receipt of 

application till the date of refund of such tax.  

Since in the given case, tax ordered to be refunded is not refunded within 60 

days from the date of receipt of application, viz., 31st January, 2020, interest 

@ 6% p.a. is payable. 
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