
Treatment of Credit Notes and Debit Notes in case of goods sold before

             01-04-2005 but returned after 01-04-2005 

As per clause (a) of sub-rule (3) of Rule 28 of APVAT Rules 2005, the Credit Notes or Debit Notes can be issued by the concerned dealers when the goods are returned within the period of twelve months from the date of sale.   

But when the goods are sold prior to 31-3-2005, the goods shall be returned within six months from the date of sale to issue credit notes or debit notes so as to claim the same within the period of six months. 

As per clause (e) of sub-rule (3) of Rule 16, where any goods sold prior to 31-03-2005 are returned after 01-04-2005 within a period of six months from the date of sale and Sales tax relief on the closing stocks was already claimed by the buying VAT dealer, the amount equal to the purchase value of the goods and the sales tax claimed shall be deducted from the value of the input and the value of input tax in the period in which goods are returned by him.    He should be in possession of Credit notes issued by the seller on hand.

The selling VAT dealer may reduce his out put value and output tax equal to the original sale value and the sales tax in the return for the tax period during which the goods are returned.   

The above rule has been clarified as following:

In case of the goods taxable @ 4% under APGST Act, whenever a VAT dealer receives such goods returned by the buyer after 01-04-2005 the VAT dealer has to reduce the amount of tax involved in those goods from the value in box 16B and the value of goods from the value in box 16A.

For eg: -
A VAT dealer who sold the goods worth Rs.1, 00,000/- taxable @ 4% under APGST Act during the month of February 2005, has received the same goods worth Rs.50,000/- returned by the purchaser during           May 2005.    In this case the VAT dealer has to reduce the tax of Rs.2,000/- (Rs.50,000 x 4%) from the amount of tax shown in box 16B of Vat return for the month of May 2005 and the value of the goods i.e., Rs.50,000/- from the amount of sale value in box 16A.


If  in case, the dealer doesn’t have any sales in 4% tax rate goods in the month of May 2005 he has to adjust the tax and the sale value as explained above in the months subsequent to May 2005 in which the dealer effects sales in 4% goods.

A VAT dealer who returns the goods to the above dealer, has to reduce the tax of Rs.2,000/- from the amount of tax shown in box 7B of VAT return for the month of May 2005 and the value of the goods i.e., Rs.50,000/- from the value in Box 7A.

In case of the goods taxable @ rate more than 4% under APGST Act the amount of tax involved in return goods received should be reduced from the value in box 18B and the value of the goods received from the value in box 18A.     For the purpose of arriving at the value of the goods, the amount of tax deducted should be multiplied by 8.

For eg:-
When a  VAT dealer receives goods taxable @ 16% under APGST Act worth Rs.2,00,000/- in the month of June 2005, he has to reduce the amount of tax i.e., Rs.32,000/- from the value in box 18B and the value of the goods from the value in box 18A.    In this case for the purpose of arriving at the value of the goods (256000), the amount of tax deducted i.e., Rs.32,000/- should be multiplied by 8.

If in case, the dealer has no sales in goods taxable @ 12.5% in the month of June 2005, the dealer has to adjust the tax and sale value as explained above in the months subsequent to the month of June 2005, when dealer effects sales of goods taxable  @ 12.5%.

A Vat dealer, who returns the goods to the above dealer has to reduce the tax of Rs.32,000/- from the amount of tax shown in box 8B and the value of goods from the value shown in box 8A.    For the purpose of arriving at the value of the goods, the amount of tax deducted i.e., Rs.32,000/- should be multiplied by 8 that is Rs.2,56,000.
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