OPINION

I.
QUERIST:


M/s.Rialto Enterprises Pvt. Ltd., 

Survey No.100/2, Vandalur Kelambakkam Road, 

Melakottaiyur,

Chennai – 600 127.

II. 
FACTS:

1.
It is reported that the querist is getting back some of the goods, namely Tooth Brushes, sold by it to M/s.Gillette Diversified Operations Private Limited. It is further reported that these goods were actually exported by the buyer to M/s.Procter & Gamble International Operations, Switzerland and that the foreign buyers have returned these goods to the Indian Exporter i.e., M/s.Gillette Diversified Operations Private Limited on account of certain quality issues. 
2.
It is informed that the goods were exported under LUT without payment of IGST and that, the querist has supplied these goods to the Indian Exporter on payment of CGST and SGST. The Indian Exporter is reported to be re-importing these goods on payment of IGST alone without payment of other import duties by treating the goods as                   re-import of Indian origin goods in terms of relevant Customs Notification. Now, the Indian Exporter, after clearance of the goods from customs, is returning the goods to the querist and the querist intends to take these as sales returns.  

III.
QUERY:

1.
Querist has been given to understand that any registered person who issues a credit note in relation to a supply of goods or services or both shall declare the details of such credit note in the return for the month, during which, such credit note has been issued but not later than September following the end of the Financial Year, in which, such supply was made or date of filing of the relevant Annual Return i.e., Date of Filing GSTR-9 of that Financial Year, whichever is earlier.

2.
Based on the above, the querist would like to know whether they can avail the benefit of CGST & SGST paid when the goods were originally supplied to M/s.Procter & Gamble International Operations by issuing Credit Note and declare the same in GSTR-1 Return.
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IV.
OPINION:

1.
It is seen that the querist supplied these goods to M/s.Gillette Diversified Operations Private Limited. Obviously, these goods were taken on record by M/s.Gillette Diversified Operations Private Limited and credit of the CGST and SGST paid also taken and then the goods exported under LUT without payment of IGST. This means that upon export, without payment of IGST, if there is accumulated credit, then, M/s.Gillette Diversified Operations Private Limited can take refund of the accumulated credit. 
2.
Upon re-import, since no IGST was paid at the time of export, the Exporter namely M/s.Gillette Diversified Operations Private Limited is required to pay IGST as part of import duty by cash. Once IGST is paid, then, M/s.Gillette Diversified Operations Private Limited is entitled to take credit of IGST paid for further supply. If the goods are returned to the querist, then, at that point, the applicable CGST / SGST has to be paid and goods supplied to the querist. 
3.
It is to be noted that the chain is broken and the identity of the goods is lost since the goods, locally cleared upon payment of CGST and SGST, were exported without payment of duty, but after availing input tax credit and now re-imported with payment of IGST. In such a case, it will not be possible to issue credit notes by treating these re-imported goods as Sales Returns by M/s.Gillette Diversified Operations Private Limited. In this connection, Sub-Section 1 and 2 of Section 34 of CGST Act, 2017, which reads as follows, may be seen. 

“34. Credit and debit notes.— (1) Where one or more tax invoices have been issued for supply of any goods or services or both and the taxable value or tax charged in that tax invoice is found to exceed the taxable value or tax payable in respect of such supply, or where the goods supplied are returned by the recipient, or where goods or services or both supplied are found to be deficient, the registered person, who has supplied such goods or services or both, may issue to the recipient one or more credit notes for supplies made in a financial year containing such particulars as may be prescribed. 
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(2) Any registered person who issues a credit note in relation to a supply of goods or services or both shall declare the details of such credit note in the return for the month during which such credit note has been issued but not later than September following the end of the financial year in which such supply was made, or the date of furnishing of the relevant annual return, whichever is earlier, and the tax liability shall be adjusted in such manner as may be prescribed: 

Provided that no reduction in output tax liability of the supplier shall be permitted, if the incidence of tax and interest on such supply has been passed on to any other person”.
4.
When the goods were exported without payment of IGST and                       re-imported upon payment of IGST, the link with the initial supply by the querist to the M/s.Gillette Diversified Operations Private Limited upon payment of CGST and SGST is lost and therefore, legally, it will not be possible to hold that these are ‘sales return’ of goods from M/s.Gillette Diversified Operations Private Limited to the querist for reversal or adjustment of the initial CGST / SGST paid by the querist when the goods were supplied by them to M/s.Gillette Diversified Operations Private Limited. 

Now, M/s.Gillette Diversified Operations Private Limited can return the goods, on which, IGST has been paid only as a fresh supply, with payment of CGST / SGST, if necessary, by utilizing the IGST paid. The querist can take credit of such CGST and SGST if there is scope to make further supplies of the very same goods. In case, these are scrapped, then, it will become part of cost or expenditure.

5.
Accordingly, in our view, in the present chain of transactions, issue of Credit Note is not permissible as per the CGST Act provisions.
S. MURUGAPPAN


Sm/er

Disclaimer:- The above opinion is provided based on the information and documents made available to us by the querist and further based on the laws and rules prevalent as on date and the understanding of such provisions by the author and is meant for the private use of the person to whom it is provided without assuming any liability for any consequential action taken based on the views expressed here.
