To,
The State Tax Officer (FAC),
-----------------------
-----------------------
-----------------------
Subject: Reply to Show Cause Notice under Section 74 of the CGST Act, 2017 – Difference in ITC Claimed
Respected Sir,
We in response to the Show Cause Notice (SCN) issued under Section 74 of the CGST Act, 2017, dated 10/03/2025, regarding the difference in Input Tax Credit (ITC) as reported in GSTR-2A and GSTR-3B for the financial year 2020-21, would like to offer the following clarifications and justifications:
1. Explanation for the Difference in ITC:
· It is acknowledged that there is a difference in the ITC claimed as per GSTR-2A and GSTR-3B for the period April 2020 to March 2021. The difference in CGST and SGST is Rs. _______ each.
· The reason for the discrepancy is due to the excess utilization of IGST ITC under CGST and SGST, which resulted in an apparent mismatch between the figures in GSTR-2A and GSTR-3B.
· The ITC of Rs. _______ was utilized from IGST instead of splitting the credit appropriately under CGST and SGST, as required by the law. This was a genuine error in the filing process, and the correct allocation will be made in the next GST return.
2. No Malafide Intent:
· The discrepancy in ITC was not intentional, nor was there any intention to defraud the exchequer. It was an honest mistake during the process of availing and utilizing ITC for the relevant period.
· As soon as the error was identified, we promptly took corrective measures and ensured that all ITC was claimed in compliance with the provisions of the CGST Act, 2017, and the GST Rules.
3. Reconciliation of the Difference in ITC:
· We are currently in the process of reconciling the ITC difference in GSTR-2A and GSTR-3B with the appropriate documentation and records.
· We are attaching the reconciled statements along with the supporting documents to clarify the difference and to demonstrate that the excess ITC has been correctly accounted for.
4. Section 74 Does Not Apply – Error Falls Under Section 73:
· We respectfully submit that the error in utilizing IGST ITC under CGST and SGST is a case of inadvertent mistake in filing the returns. Such errors, which are not due to fraud or willful misstatement, do not fall under the purview of Section 74 of the CGST Act.
· Section 74 pertains to cases of fraud, willful misstatement, or suppression of facts with the intention to evade tax, which is clearly not applicable in our case. The discrepancy arose due to a genuine clerical mistake during the filing process, and there was no intent to evade tax or mislead the authorities.
· As per Section 73, which applies to cases involving genuine errors or omissions, we request that the case be dealt under Section 73 rather than Section 74, since the issue here pertains to a clerical error rather than intentional wrongdoing.
5. Request for Reconsideration of Demand under Section 74:
· In light of the clarifications provided and the corrective action taken, we respectfully request that the demand raised under Section 74 for the discrepancy be reconsidered and the penalty and interest be dropped.
· We are committed to complying with all the provisions of the GST Act, and the error was rectified promptly once identified. We believe this matter falls under Section 73 rather than Section 74 and request the department to proceed under the relevant provisions accordingly.
6. Supporting Documents:
We are submitting the following supporting documents for your kind consideration and verification:
· Corrected GSTR-3B returns for the relevant period.
· Bank statements and invoice details supporting the ITC claims.
· Reconciled ITC statement explaining the difference between GSTR-2A and GSTR-3B.
We assure you of our full cooperation and compliance with the provisions of the GST Act. We request that you kindly review our explanation and supporting documents and consider dropping the proposed demand for interest and penalty under Section 74.
Yours sincerely,
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