	Reply for high utilization of ITC for setting of the tax liability.
Date: ………………
To
Respected Sir,
Sub—regarding high utilization of ITC for setting of the tax liability.
Dear Sir/Ma`am
This Submission is in reference to Notice received dated ............. regarding payment of duties equal hundred per cent through Input Tax Credit (ITC) Rs. …... against total Tax Liability of Rs. ..............(i.e. high utilization of ITC) for the F.Y. ……… for setting off the tax liability.
We hereby present our explanation on setting off the GST liabilities by using the Input tax credit and Cash payment.
The following is the ratio analysis of Cost of Sales for the last four years of the Organization:
	Particulars
	For the year ended 31.03.2021
	For the year ended 31.03.2020
	For the year ended 31.03.2019
	For the year ended 31.03.2018

	I. Revenue From Operations (Gross)
	……….
	……….
	……….
	……….

	EXPENSES
	 
	 
	 
	 

	Purchases of Stock-in-trade
	……….
	……….
	……….
	……….

	Changes in inventrories of Stock-in-trade
	……….
	……….
	……….
	……….

	Total Cost of Goods Sold (COGS)
	……….
	……….
	……….
	……….

	COGS as a % of Revenue
	……%
	……%
	……%
	……%




Your honour may note that we are a trading company and we have COGS ratio sales of around ....% throughout the preceding four years. So, our input utilization ratio is more than .....% of the total output liability.
On the basis of the above, we submit our response on the matter of higher ITC utilization as below:
· That we are a trading company and in our line of trading activities, the standard trading margin is very thin.
· That during the respective period, our Cost of Sales ratio is more than Ninety-five per cent.
In view of the above, your honour it is prayed before you to kindly accept our detailed explanation on the matter of higher ITC utilization from …….. to ………… and kindly drop the issue.
Thanking You
For ……………………….
Signature of Authorised Signatory
Name – ………………………..
Designation Status - ………………………..
Date -……………….
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