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No. EXN—C009(08)/1/2021-GST CELL-E&T-Part-I-I/145212/2022 

Government of Himachal Pradesh, 

Department of State Taxes and Excise. 

 

To 

1. The Additional/Jt. Commissioner of State Taxes and Excise, 

(South Zone, North Zone, Central Zone), Shimla, Palampur, 

Mandi, H.P. 

2. The Joint Commissioner of State Taxes and Excise, 

Enforcement Zone, (Central Zone, North Zone, South Zone), 

Una, Palampur, Parwanoo, H.P. 

3. The Dy. Commissioner of State Taxes and Excise, 

Shimla, Solan, Una, Sirmour, Bilaspur, Hamirpur, Mandi, 

Kullu, Chamba, Kangra, Revenue Distt Nurpur and BBN 

Baddi, H.P. 

4. The Asstt. Commissioner of State Taxes and Excise, 

  Incharge Distt. Kinnour, H.P. 

 Dated   Shimla-9    12th July, 2022. 

 

Subject: Clarification on issue of claiming refund under inverted duty structure where 

the supplier is supplying goods under some concessional notification – Reg.  

 

 Various doubts have been arisen with regard to applicability of para 3.2 of the 

Circular No. 135/05/2020-GST dated 31.03.2020 in cases where the supplier is required to 

supply goods at a lower rate under Concessional Notification issued by the Government. In 

order to clarify the issue and to ensure uniformity in the implementation of the provisions of 

law in this regard across the field formations, in exercise of powers conferred under section 

168 of the Himachal Pradesh Goods and Services Tax Act, 2017 (hereinafter referred to as 

“HPGST Act”), the issues are clarified as under. 

 

2. Vide para 3.2 of Circular No. 135/05/2020-GST dated 20.07.2020, it was clarified 

that refund on account of inverted duty structure would not be admissible in cases where the 

input and output supply are same. Para 3.2 of Circular No. 135/05/2020-GST dated 

20.07.2020 is reproduced, as under: 

 

“Refund of accumulated ITC in terms clause (ii) of sub-section (3) of section 54 of the 

HPGST Act is available where the credit has accumulated on account of rate of tax on inputs 

being higher than the rate of tax on output supplies. It is noteworthy that, the input and 

output being the same in such cases, though attracting different tax rates at different points in 

time, do not get covered under the provisions of clause (ii) of sub-section (3) of section 54 of 

the HPGST Act. It is hereby clarified that refund of accumulated ITC under clause (ii) of 

sub-section (3) of section 54 of the HPGST Act would not be applicable in cases where the 

input and the output supplies are the same.” 
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3. The matter has been examined. The intent of para 3.2 of Circular No. 135/05/2020-

GST dated 20.07.2020 was not to cover those cases where the supplier is making supply of 

goods under a concessional notification and the rate of tax of output supply is less than the 

rate of tax on input supply (of the same goods) at the same point of time due to supply of 

goods by the supplier under such concessional notification.  

4. Therefore, it is clarified that in such cases, refund of accumulated input tax credit on 

account of invertedstructure as per clause (ii) of sub-section (3) of section 54 of the HPGST 

Act, 2017 would be allowed in cases where accumulation of input tax credit is on account of 

rate of tax on outward supply being less than the rate of tax on inputs (same goods) at the 

same point of time, as per some concessional notification issued by the Government 

providing for lower rate of tax for some specified supplies subject to fulfilment of other 

conditions. Accordingly, para 3.2 of the Circular No. 135/05/2020-GST dated 20.07.2020 

stands substituted as under: 

 

“3.2 It may be noted that refund of accumulated ITC in terms of clause (ii) of first 

proviso to sub-section (3) of section 54 of the HPGST Act is available where the 

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

of tax on output supplies. It is noteworthy that, the input and output being the same in 

such cases, though attracting different tax rates at different points in time, do not get 

covered under the provisions of clause (ii) of the first proviso to sub-section (3) of 

section 54 of the HPGST Act.  

 

3.3 There may however, be cases where though inputs and outputgoods are same 

but the output supplies are made under a concessional notification due to which the 

rate of tax on output supplies is less than the rate of tax on inputs. In such cases, as 

the rate of tax of output supply is less than the rate of tax on inputs at the same point 

of time due to supply of goods by the supplier under such concessional notification, 

the credit accumulated on account of the same is admissible for refund under the 

provisions of clause (ii) of the first proviso to sub-section (3) of section 54 of the 

HPGST Act, other than the cases where output supply is either Nil rated or fully 

exempted, and alsoprovided that supply of such goods or services are not notified by 

the Government for their exclusion from refund of accumulated ITC under the said 

clause.” 

5. This circular shall come into force w.e.f. 06.07.2022. 

6. Difficulty, if any, in the implementation of the above instructions may please be 

brought to the notice this office. 

Yours Faithfully, 

 

Sd/- 

Yunus, (IAS) 

Commissioner of State Taxes and Excise, 

Himachal Pradesh 
 


