	Date-------------
To,
The Proper Officer,
[Jurisdictional GST Office Address]
Subject: Reply to Audit/ASMT Notice Regarding GST on Debit Note ITC Already Adjusted in Net ITC Claim
Respected Sir,
This is in reference to the notice dated ------------, issued under [Insert Relevant Section, e.g., Section 65/ASMT], demanding GST on debit note (DN) ITC allegedly claimed incorrectly for the initial years of GST implementation. We wish to bring to your kind attention that the calculation of Input Tax Credit (ITC) in our returns was done in compliance with the provisions of the CGST Act, 2017, and relevant rules.
1. Explanation of ITC Adjustments
At the time of filing returns in the initial years, we adopted the practice of claiming Net ITC, i.e., Gross ITC as per inward supplies reduced by the ITC associated with debit notes uploaded by the vendors. This adjustment ensured that no double benefit was taken, as the ITC corresponding to debit notes was already excluded in our calculations.
For your reference:
	Particulars
	Amount (Rs.)

	Gross ITC (Invoices)
	[Insert Amount]

	ITC Reversed (Debit Notes)
	[Insert Amount]

	Net ITC Claimed
	[Insert Amount]


The debit note GST amount was already accounted for by reducing it from the Gross ITC figure, ensuring compliance with GST law.
2. Legal Basis Supporting Our Claim
(a) Section 16 of the CGST Act, 2017:
· As per Section 16(1), ITC can only be claimed on inputs, input services, or capital goods used for business purposes.
· In our case, the ITC associated with debit notes was reversed while calculating the net ITC to ensure compliance with this provision.
(b) Section 34(3) of the CGST Act, 2017:
· Section 34(3) clearly provides that a debit note issued by the supplier serves to increase the original taxable value and tax amount of a transaction.
· The adjustment of ITC to account for such debit notes was done in a timely and appropriate manner in our returns, avoiding any duplication of ITC claim.
3. Clarification on ITC Reconciliation
We believe the department`s demand arises from a misunderstanding of how the Net ITC was computed. The department is treating the debit note ITC as unclaimed, whereas it was adjusted against the Gross ITC. We request the department to reconcile the figures as per the enclosed reconciliation statement.

4. Prayer
In light of the above, we humbly request your good office to:
1. Reconsider the demand raised in the notice regarding GST on debit note ITC.
2. Accept the reconciliation of Net ITC provided herein and drop the demand, as it has no revenue implication.
We remain committed to complying with GST laws and regulations and are available to provide further clarification or supporting documents as required.
Thanking you,
Yours sincerely,
[Authorized Signatory]

Enclosures:
1. Copy of Notice
2. Reconciliation Statement of ITC (Gross ITC vs. Net ITC Claimed)
3. Copies of Returns Filed (GSTR-3B, GSTR-2A, GSTR-2B)
4. Relevant Invoices and Debit Notes
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