
Mastering GST Appeals: A Real-World Win Using Section 161 

Rectification 

I recently handled a GST appeal for a motor vehicle dealer (FY 2019-20) 

before the first appellate authority. The case had common GST 

challenges such as: ITC mismatches, turnover differences, and ITC on 

demo vehicles. The real game-changer was Section 161 rectification, 

which helped correct obvious errors without going to higher courts. This 

case study highlights the key facts, strategy, initial setbacks, rectification 

process, and final outcome — a valuable reference for tax professionals, 

accountants, and businesses facing GST audits. 

The Core Facts 

An audit led to a Show Cause Notice (SCN) under Section 73, 

highlighting. 

a. Excess ITC on Cess (around Rs. 6.8 lakhs difference between 

claimed ITC in GSTR-3B with GSTR-2A). 

b. Short declaration of outward supplies (initially pegged at about Rs. 

4.6 crores, based on a simple comparison of financial statements 

and GSTR-9/9C, assuming a 28% tax rate plus Cess@ 17%). 

c. Wrongful ITC on demo vehicles (roughly Rs. 27 lakhs), suggesting 

GST was included in capitalization and depreciation was claimed on 

GST portion. 

d. A couple of minor points on credit services (dropped later). 

Our Appeal Submissions during Appeal: Building a Rock-Solid Case 

We didn’t just submit a basic appeal – we packed it with evidence and 

clear reasoning: 

 



a) On Cess ITC: Argued the claim matched actual purchases, with 

supplier upload errors causing GSTR-2A mismatches. Supported it 

with portal screenshots, caselaw on Section 16(2)(c), and a request 

to drop the demand. 

b) On Turnover Shortfall: Provided rate-wise reconciliations 

(supplies at 28%, 18%, 12%, 5%) to challenge the SCN’s flat 28% 

assumption. Explained the Rs. 3.4 crore difference as post-sale 

discounts/incentives from the OEM (reflected as credit notes in 

GSTR-2A, with ITC reversed in GSTR-3B). These were booked as 

income ('Claims/Handling Charges') in P&L, a valid accounting 

choice under standards, not creating extra taxable supply. 

Submitted sample credit notes, GSTR-2A entries, CA certificates, 

and ledger extracts. 

c) On Demo Vehicles ITC: Proved GST wasn’t capitalized – it was 

booked under 'Duties & Taxes.' Depreciation was only on the 

taxable value. The order wrongly assumed the excess amount 

capitalized over taxable value was GST, but it was actually other 

costs like road tax, handling, and associated charges which was 

added to the cost of vehicle. No sales occurred, so no reversal 

under Section 17(5). Backed it with ledgers, CA certificate, and 

invoices. 

 

Overall Approach: During the hearing, we reviewed every document, 

emphasized no double taxation (OEM already adjusted output tax by 

raising credit on discount and eventually we have reduced the ITC), and 

pushed for a detailed order.  

Tip: Tie arguments to law (e.g., no tax on accounting presentation alone) 

and evidence – it strengthens your case. The goal? Present a full, data-

driven picture to the authorities. 



 

Initial Setback: A Flawed Appellate Order: The order upheld demands 

but had obvious errors: 

• Used Rs. 6.8 lakhs as Cess difference instead of the portal’s difference 

of Rs. 5.9 lakhs (a math mistake, inflating liability by Rs. 96k). 

• Reverted to SCN’s Rs. 4.6 crores as turnover difference and confirmed 

the demand, ignoring that the adjudication order was restated to Rs. 

3.4 crore reconciliation and our rate-wise breakdown. 

• Mischaracterized discounts as 'provided by the dealer' – wrong! They 

were OEM credit notes (Discount from OEM in form of target 

incentive). 

• Relied on a withdrawn CBIC Circular (105/2019, canceled by 

112/2019) for taxing discounts. 

• Ignored our evidence (CA certs, reconciliations, ledgers, screenshots) – 

making it a non-speaking order. 

• On demo cars: Assumed the capitalization mismatch was GST, 

overlooking road tax and other charges. 

These were 'apparent errors on record' – factual, arithmetic, and legal 

slip-ups begging for correction. 

Our Rectification Strategy: Turning Errors into Wins 

Instead of a costly tribunal fight, we filed for rectification under Section 

161 within the 3-month window. This fixes clerical, arithmetic, or 

obvious mistakes without re-arguing the case. Here’s how we did it: 

• Spot the Apparent Errors: Focused on clear issues – no deep analysis 

needed. Highlighted the Cess math error, contradictory turnover figures, 

wrong discount facts, invalid circular use, and ignored evidence (e.g., 

demo car charges). 



• Structured Application: Broke it down issue-wise, referencing prior 

submissions (e.g., 'See point 28 of appeal for Cess screenshot'). Included 

appeal docs for easy checking. Argued these contradicted the record 

without reason. 

• Key Tips for Pros: File on time (online is easy). Keep it short – use 

bullets for errors. Ask for a 'speaking rectification order' for clarity. It’s 

about fixing inconsistencies, not re-debating – saves time and builds 

trust. 

 

Rectification is often overlooked but is quick, affordable, and holds 

decisions accountable. 

The Final Outcome: Victory 

The authority confirmed the mistakes were obvious, withdrew the flawed 

order, and reopened the case on merits. Demands were dropped or 

reduced significantly from 2.4 crore to only 5.9 lakhs (e.g., Cess fixed at 

Rs. 5.9 lakhs, turnover reconciled, demo ITC allowed). No further legal 

steps needed – the client was thrilled! 

Takeaway: In GST, good preparation and tools like rectification can turn 

things around. Review orders carefully, use evidence, and correct errors 

confidently.  

Facing similar issues or have question please connect or reach me at 

akashaparmar7@gmail.com 
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