Date--------------
To,
The Proper Officer,
[Jurisdictional GST Office Address]
Subject: Reply to Notice Regarding Goods Returned as Purchase Return by Composition Dealer
Respected Sir,
This is in reference to the notice dated ----------, issued by your good office, alleging that the transaction of returning goods purchased from outside the state by us, a composition dealer, constitutes an outward supply and is liable to GST under the composition scheme.
We respectfully submit the following clarifications:
1. Nature of Transaction – Purchase Return
The transaction in question does not constitute an outward supply but is merely a purchase return of goods originally purchased from outside the state. This return was made due to [state reasons for return, e.g., defective goods, excess quantity, etc.].
· As per Section 2(83) of the CGST Act, 2017, "outward supply" refers to the supply of goods or services or both by a person in the course or furtherance of business.
· A purchase return is not in the nature of supply, as it involves the reversal of the original transaction, and no additional taxable event arises.
2. Compliance with GST Rules
· The e-way bill generated for returning the goods was issued solely for compliance with the provisions of Rule 138 of the CGST Rules, 2017, to facilitate the safe movement of goods and to ensure proper tracking during transit.
· The transaction was appropriately recorded in our books of accounts as a purchase return, and no GST was collected or paid, as it is not a supply under the GST framework.
3. Legal Provisions Supporting Our Stand
· As a composition dealer, we are eligible to avail of the simplified tax scheme under Section 10 of the CGST Act, 2017, which does not cover purchase returns as taxable events.
· The CBIC’s guidance and circulars consistently clarify that the mere generation of an e-way bill does not convert a transaction into a supply.
4. Prayer
In light of the above, we humbly request your good office to:
1. Accept our explanation that the transaction in question is a purchase return and not an outward supply.
2. Drop the proceedings initiated under the notice.
We assure you of our continued compliance with GST laws and remain available for any further clarifications or additional documentation required to resolve this matter.
Thanking you,
Yours sincerely,
[Authorized Signatory]

Enclosures:
1. Copy of Notice
2. Relevant Purchase Invoices
3. Copy of E-Way Bill Generated for Purchase Return
4. Ledger Extract Showing Purchase and Purchase Return

