	

	
Date: ----------------
To
State Tax Officer
------------- Circle 01
Subject: Response to Show Cause Notice ASMT-10 and DRC-01 Dated 29/04/2024
Dear Sir,
We are writing in response to the show cause notice ASMT-10 dated 29/04/2024, and the subsequent issuance of DRC-01, charging Rs. ----------- as interest under Section 50 and Rs. -------------------- as penalty under Section 74 of the CGST Act.
We acknowledge that we have transitioned from a non-composition dealer to a composition dealer from December 2017. It is understood that according to CGST Rule 44, ITC available up to the date of transition should be reversed. The amounts identified for reversal in the show cause notice are:
· IGST: ₹--------------- 
· CGST: ₹-------------- 
· SGST: ₹-------------- 
We recognize our oversight in not reversing the ITC at the time of the transition. The reversal process is currently being undertaken, and the amounts specified are being adjusted in compliance with Rule 44.
Argument Against Interest Under Section 50:
Interest under Section 50 of the CGST Act is generally applicable on the amount of tax unpaid. In our case, the requirement is to reverse ITC rather than a failure to pay tax due. The credits in question did not represent a liability for unpaid tax but were credits carried over during the transition. Therefore:
· The reversal of ITC does not equate to a default in tax payment. 
· No actual tax was due or unpaid during the period; hence, the imposition of interest is not justified.
Argument Against Penalty Under Section 74:
Penalties under Section 74 are applicable in cases involving fraud, willful misstatement, or suppression of facts with the intent to evade tax. In this instance:
· There was no intent to evade tax, and the discrepancy arose from a procedural oversight.
· We voluntarily acknowledge the need for ITC reversal and are taking steps to rectify the situation without any concealment or fraud. 
Therefore, the imposition of a penalty under Section 74 is not warranted given the absence of any fraudulent intent or misstatement.
In light of the above, we respectfully request the following:
· Waiver of the interest charge of Rs. ---------- under Section 50, as no tax liability was unpaid and the reversal does not constitute a delay in tax payment. 
· Waiver of the penalty of Rs. ----------- under Section 74, as there was no intent to evade tax or fraud involved. 
We trust that this response clarifies our position and the steps we are taking to address the discrepancy. We are committed to complying with all applicable regulations and assure you of our full cooperation.
Enclosed are the documents supporting the ITC reversal and the steps taken so far. We are available for any further discussions or clarifications as needed.
Thank you for your understanding and consideration.
Yours sincerely,
ABC LTD.
Enclosures:
1. Detailed ITC Reversal Computation 
2. Proof of Initiated ITC Reversal 
3. Supporting Documentation for Compliance



