To
The Proper Officer
-------------------------------------
------------------------------------
Subject: Reply to Notice -----------------------dated--------------Regarding Short Reversal of ITC under Section 17(2) r/w Rule 42 of CGST Rules, 2017
Respected Sir,
With reference to the above-mentioned notice alleging short reversal of Input Tax Credit (ITC) under Section 17(2) of the CGST Act, 2017 read with Rule 42 of the CGST Rules, we respectfully submit the following reply:
1. Nature of Business and Taxable/Exempt Supplies
We are engaged in the business of [insert nature of business, e.g., manufacturing/trading/providing services], which includes both: Taxable outward supplies, and
· Exempt/nil-rated outward supplies, as defined under Section 2(47) of the CGST Act.
Accordingly, we are aware of the requirement to reverse a proportionate amount of common ITC attributable to exempt supplies as per Section 17(2) read with Rule 42.
2. Calculation and Compliance Status
We have carried out the required monthly and annual reversal of ineligible ITC attributable to exempt supplies based on turnover ratio as prescribed in Rule 42, and the reversal is duly reported in GSTR-3B under Table 4(B)(1) or Table 4(B)(2), as applicable.
However, the department has pointed out an alleged short reversal of ITC amounting to Rs. [insert amount], possibly due to one of the following:
· Difference in exempt turnover considered,
· Mistake in formula applied,
· Inadvertent reporting discrepancy between books and GSTR-9/GSTR-3B.
3. Reconciliation and Clarification
We are in the process of carrying out a detailed reconciliation of:
· Turnover between books, GSTR-1, GSTR-9
· ITC availed and reversed
· Monthly and annual ITC adjustment workings under Rule 42
Initial findings suggest that [choose one based on facts]:
· The shortfall, if any, is inadvertent and not material, and we are ready to make the required adjustment.
· The department’s observation appears to be based on draft data or misclassification, and correct figures will be provided for review.
4. Voluntary Rectification / Payment (if applicable)
If any short reversal is confirmed upon reconciliation, we are willing to make payment of the differential amount with applicable interest under intimation to your office, without any intention to evade tax.
5. Request
In view of the above, we respectfully request you to:
· Consider this explanation along with supporting reconciliations,
· Allow us an opportunity to submit revised workings/documents,
· Drop the proceedings, or alternatively, allow rectification without imposition of penalty considering bona fide conduct.
We remain fully committed to GST compliance and assure cooperation in resolving this matter.
Thanking you,
Yours faithfully,

Enclosures (if available):
1. ITC reversal working under Rule 42
2. Turnover reconciliation (taxable vs exempt)
3. Relevant extracts of GSTR-3B and GSTR-9
4. Calculation sheet and certificate (if certified by CA)
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