To
The Proper Officer
----------------------------------
-------------------------------
Subject: Reply to Show Cause Notice under Section 122 of CGST Act, 2017 – Alleged supply to non-existent dealer
Ref: Show Cause Notice No. ---------------- dated ------------ – GSTIN: ------------------- –
Respected Sir,
We are in receipt of the above-referred notice issued under Section 122 of the CGST Act, 2017, alleging that we have made supply of goods to a non-existent dealer and thereby facilitated improper billing practices. In this regard, we respectfully submit the following for your kind consideration:
1. Nature of Transaction and Facts
· We are a registered and compliant taxpayer engaged in the supply of [mention nature of goods], having a turnover of over Rs. 50 crore during the year.
· The impugned transaction relates to a supply made to -----------------, for a value of Rs. 2.00 lakh only, which is less than 0.5% of our total turnover.
· The said supply was made against a valid tax invoice, payment was received via banking channel, and goods were dispatched through a registered transporter, for which the following documents are available:
· Copy of tax invoice
· E-way bill
· Lorry receipt / transport documents
· Dispatch register entries
· Bank statement showing payment received
· Stock register reflecting outward movement
2. Allegation of Non-Existence – Post-Supply Discovery
· At the time of supply, the GST registration of the recipient was active on the GST portal. We conducted due diligence and issued the invoice accordingly.
· We had no prior knowledge or reason to believe that the buyer would later be declared non-existent.
· Mere subsequent cancellation of the recipient’s registration or adverse finding against him cannot render our bona fide supply illegal or fictitious.
3. No Evidence of Collusion or Facilitation
· We categorically deny any allegation that we have "cooperated" or "facilitated" in any manner to issue a bogus or accommodation bill.
· The transaction was backed by actual movement of goods, and there is no evidence suggesting that the supply was fake or that goods were returned in cash or never delivered.
· In the absence of concrete evidence of collusion, no penalty under Section 122(1)(ii) or 122(1)(vii) is warranted.
4. Bona Fide Conduct and Full Cooperation
We have:
· Paid full GST on the supply;
· Reported the transaction in GSTR-1 and GSTR-3B;
· Provided full cooperation during investigation.
The allegation of fraud or connivance is unfounded and without basis, given the minor scale of the transaction in comparison to our overall business and the availability of complete documentation.
5. Prayer
In light of the above submissions, we respectfully request your kind office to:
· Drop the proposed penalty proceedings initiated under Section 122 of the CGST Act;
· Consider the genuine nature of the transaction, full disclosure, and lack of any fraudulent intention;
· Provide an opportunity of personal hearing if required.
We are committed to compliance and are available to provide any additional clarification or documentation as may be required.
Thanking you,
Yours faithfully,
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