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The Superintendent / Deputy Commissioner
Central Goods and Services Tax (CGST) Division
------------------------------------------
--------------------------------------------
Subject: Reply to Show Cause Notice issued under Section 74 of the CGST Act, 2017 for FY 2018–19 – Regarding GST on Royalty for Mining Services
Respected Sir,
This is in reference to the Show Cause Notice (SCN) issued under Section 74 of the CGST Act, 2017, alleging non-payment of GST on royalty paid for mining lease services for the Financial Year 2018–19 and proposing demand of tax along with interest and penalty.
We humbly submit the following for your kind consideration:
1. Limitation Period under Section 73 Already Expired
· The present SCN seeks to recover GST dues for the period FY 2018–19.
· As per Section 73(10) of the CGST Act, the time limit for issuance of SCN for non-fraudulent cases is three years from the due date for furnishing the annual return for the said financial year. 
· In this case, the due date for GSTR-9 for FY 2018–19 was 31.12.2020, and even considering the COVID extensions, the limitation under Section 73 would expire 31.01.2024 
· Since the SCN is issued in 2024–25, the department has invoked Section 74 to take benefit of the extended five-year limitation. 
2. No Suppression, Fraud or Wilful Misstatement – Section 74 Not Applicable
· The SCN fails to establish the essential ingredients of “fraud,” “wilful misstatement,” or “suppression of facts to evade tax” as required under Section 74(1). 
· The matter pertains to a pure question of interpretation and valuation of royalty payments, and no mala fide intent is attributable.
· In fact, the royalty amount is duly recorded in books and payments made to the government department – hence there is complete transparency. 
3. Contradiction Between CGST and SGST Action
· In other similar mining-related cases of our sister concerns/clients, the SGST Department has invoked Section 73, acknowledging that the matter does not involve suppression or fraud. 
· However, the CGST Department, based on information from the SGST authorities, has proceeded under Section 74, without recording independent satisfaction or providing reasons for invoking extended limitation. 
· This leads to disparity in interpretation and violates the principle of consistency and fairness in quasi-judicial proceedings. 
4. Judicial Precedents in Favour of Assessee
· Allahabad High Court in Bharat Mint and Allied Chemicals [2025] (Allahabad) held that a notice issued under Section 74 of the CGST Act where no specific allegation of fraud, willful misstatement, or suppression was made. The Court held that mere continuation of issues earlier raised under Section 73 without fulfilling the jurisdictional threshold under Section 74 is unsustainable. 
· Karnataka High Court in M/s Srinivasa Shetty [2025] (Karnataka) held that the content and circumstances of the case reflected a Section 73 proceeding. The Court directed reconsideration of the matter under Section 73(9) to enable the petitioner to apply for relief under the GST Amnesty Scheme provided under Section 128A. 
5. Prayer
In view of the above submissions, we respectfully request your good office to:
· Drop the proceedings initiated under Section 74, as the case is squarely covered under Section 73, and the limitation for that has already expired. 
· Alternatively, we may be given an opportunity of personal hearing to present our case in detail. 
We assure full cooperation and request for fair, reasoned, and lawful adjudication of the matter.
Thanking you,
Yours sincerely,

