To
The Proper Officer
-------------------------------
------------------------------
----------------------------
Subject: Reply to Notice Issued under Section 74 for GST on Royalty – Matter Falls under Section 73
Respected Sir,
I am in receipt of the notice issued under Section 74 of the Central Goods and Services Tax Act, 2017 (CGST Act) with respect to the alleged short payment of GST on royalty. At the outset, I respectfully submit that the matter in question is not one of fraud, wilful misstatement, or suppression of facts, which are essential conditions for invoking Section 74. Instead, it falls under the purview of Section 73 of the CGST Act, which deals with cases where tax is not paid or is short paid due to inadvertent reasons, without any fraudulent intent.
1. No Element of Fraud, Wilful Misstatement, or Suppression
The issuance of a notice under Section 74 requires the presence of fraud, wilful misstatement, or suppression of facts. In the present case, the alleged liability on royalty has arisen due to interpretational issues and is already a subject of judicial deliberation. There has been no deliberate attempt on our part to evade tax, nor has there been any misrepresentation of facts in our filings.
2. Applicability of Section 73 over Section 74
As per the provisions of the CGST Act, Section 73 is applicable in cases where the tax has not been paid or short paid without any fraudulent intent. Given that our case involves the applicability and valuation of GST on royalty, without any element of fraud or suppression, the notice should have been issued under Section 73 instead of Section 74.
3. Request for Reconsideration and Reclassification
In light of the above, we kindly request your good office to reconsider the invocation of Section 74 and appropriately reclassify the proceedings under Section 73. This will allow for the correct application of interest and penalty provisions as per law.
4. Compliance and Tax Payment, if Applicable
We are fully committed to complying with GST laws and, if any tax liability is determined under the correct legal provision, we are prepared to discharge the same along with applicable interest under Section 73. However, the higher penalty and extended limitation period under Section 74 should not be applied in the absence of any fraudulent intention or suppression.
We request you to kindly consider our submission and reclassify the matter under Section 73. We are available for any further clarifications and look forward to your positive consideration.
Thanking you,
Yours faithfully,
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