
 

Advanced International Journal for Research (AIJFR) 

E-ISSN: 3048-7641   ●   Website: www.aijfr.com   ●   Email: editor@aijfr.com 

 

AIJFR25062280 Volume 6, Issue 6 (November-December 2025) 1 

 

Practical Study On GST Compliance in 

Purchase & Sales Return. 
 

Mr. Vrishabh Mane1, Dr. Priya Satsangi2, Prof, Dr. Bhawna Sharma3 

 
1BBA 3rd Year Amity Business School, Amity University Mumbai 

2Associate Professor Amity Business School, Amity University Mumbai 
3Director-International Affairs & Programs, Officiating HOI, Amity Business School, Amity University 

Mumbai. 

 

Abstract   

The Goods and Services Tax (GST) has transformed India’s indirect tax system by replacing various state 

and central taxes with a single framework. This simplification not only made tax management easier but 

also improved audit trails, input credit tracking, and invoice review across businesses. However, along 

with this structural change came heightened expectations for compliance accuracy. Of all the areas in GST 

reporting, managing purchase and sales returns is particularly sensitive, as it directly impacts Input Tax 

Credit (ITC) eligibility, output liability reporting, and tax calculations for specific periods. During my 

internship as a Junior Accountant at a Chartered Accountant firm, I gained hands-on experience with these 

compliance processes. I worked extensively with return registers, credit and debit notes, purchase and 

sales ledgers, GSTR-1 reporting, GSTR-3B tax payment calculations, and 2B input reconciliation. 

Through this experience, I learned that even a small numerical error or incorrect invoice reference can 

disrupt reconciliation, delay tax adjustments, or trigger alerts on the GST portal. This practical 

involvement helped me realize that compliance relies more on accuracy, discipline, and timely 

documentation than on theoretical knowledge.   

The second main goal of this research is to highlight the gap between theoretical GST knowledge and 

actual implementation in a workplace. While textbooks describe the rules, real-world experience reveals 

exceptions, necessary corrections, deadlines, and responsibilities, especially under the pressure of month-

end workloads. In practice, compliance decisions are not always straightforward; they require judgment, 

interpretation of documents, client communication, and prompt resolution of data discrepancies. 

Therefore, this study goes beyond theory, documenting actual field conditions, workflow challenges, and 

filing behaviors observed during my internship. It also explores the financial impact of delayed note 

posting, the importance of clear communication between vendors and accountants, and the role of 

complete documentation in avoiding mismatches. By analyzing real-time entries, error cases, return ratios, 

reversal patterns, and filing outcomes, the research concludes that compliance with GST purchase and 

sales returns is not just an accounting task. It is a collaborative regulatory responsibility that demands 

accuracy, timely record maintenance, verification discipline, and awareness of legal deadlines.   

 

http://www.aijfr.com/


 

Advanced International Journal for Research (AIJFR) 

E-ISSN: 3048-7641   ●   Website: www.aijfr.com   ●   Email: editor@aijfr.com 

 

AIJFR25062280 Volume 6, Issue 6 (November-December 2025) 2 

 

1. INTRODUCTION   

GST return compliance is a monthly accountability system where each entry reflects a business 

transaction's financial truth. A sales return reduces outward supply and requires a credit note to offset prior 

tax liability. A purchase return reverses previously claimed Input Tax Credit and thus necessitates a debit 

note for ITC reversal. These two actions—credit and debit—are central to this study. During my 

internship, I noticed that organizations face challenges not from a lack of knowledge but from disorganized 

recording. Although e-invoicing and auto-population improved monitoring, return notes still required 

manual validation. I learned how delays increase discrepancies in GSTR, how portal mismatches trigger 

liability adjustments, and how the treatment of returns affects cash flow.   

Furthermore, filing GST returns is not an isolated task. A credit note issued today impacts monthly GSTR, 

quarterly reconciliations, and annual summaries. Mistakes in purchase returns affect working capital, as 

blocked excess ITC increases taxes paid in cash. Inaccuracies in sales returns inflate outward tax liability. 

This interconnectedness made me realize that GST is not just a tax system but also a method for managing 

finances. My exposure to these workflows clarified my understanding and boosted my confidence, 

allowing me to track returns, verify invoices, post notes, and reconcile data independently under 

supervision.   

 

2. OBJECTIVES   

• To understand GST return compliance related specifically to debit and credit notes.   

This objective focuses on developing a thorough understanding of how debit and credit notes operate 

under GST and how they adjust tax liability from purchase and sales returns. Credit notes are necessary 

when outward supply decreases, while debit notes are issued for reversing ITC during purchase returns. 

Through real-world experience, this objective aimed to learn about note preparation, invoice mapping, tax 

recalculations, and verifying reflection on the portal—all foundational elements of return-based 

compliance.   

• To analyze the reversal flow of Input Tax Credit during purchase returns.   

ITC reversal is crucial for GST reporting since claiming incorrectly can lead to interest charges and future 

notices. Hence, this objective was designed to comprehend the entire reversal process, starting from 

identifying return cases to preparing debit notes, updating purchase registers, linking invoices, and 

ensuring proper reflection in the GSTR-3B summary. The goal also included understanding how reversals 

influence working capital and monthly tax obligations.   

• To examine the frequency difference between sales and purchase returns.   

During my internship, I noticed that outward returns happened more often than inward returns. This 

objective aimed to quantify that difference and pinpoint the operational reasons behind it. By analyzing 

return registers, ledger counts, and the ratios of credit to debit notes, this investigation helped determine 

whether the organization faced more customer returns or vendor rejections. This comparison strengthens 

the research analysis.   
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• To identify practical issues causing mismatches in filing.   

This objective focuses on identifying where errors frequently arise, such as incorrect taxable values, wrong 

invoice references, mismatched GST rates, late note postings, or delays in vendor confirmations. By 

experiencing mismatches firsthand during filings, I aimed to understand their causes, track them, and 

identify corrective actions to prevent recurrence. Discovering real challenges strengthened my practical 

understanding rather than relying on hypothetical situations.   

• To learn about return documentation mapping and linkage needs.   

Successful GST compliance hinges on strong documentation trails. Thus, a key objective was to learn the 

correct documentation structure—mapping each return note to its originating invoice, linking credit/debit 

entries with ledgers, maintaining return registers, and ensuring supporting documents are available during 

reconciliation. This objective helped develop filing discipline, reduce reliance on reminders, and avoid 

month-end backlogs.   

The objectives above are not just academic goals; they originated from real client files, actual GST portal 

operations, and supervised guidance from senior accountants. Every return issued, mismatch resolved, and 

ledger reconciled contributed to achieving these objectives. Instead of existing as broad statements, these 

goals became measurable outcomes like improved accuracy, reduced mismatch counts, quicker filing 

cycles, timely document availability, and stronger command over return-based GST compliance. 

Therefore, this objective-driven approach served as a roadmap throughout my internship and shaped this 

research into a structured, experience-driven study.   

 

3. RESEARCH METHODOLOGY   

This research used an observational, practical, and iterative methodology. Instead of just reading, I actively 

processed GST returns using real client data. Guided by experienced seniors, I verified taxable values, 

ensured GST rate accuracy, matched return slips to invoices, and cross-checked them against GSTR-2B 

auto-entries. Each correction I made was noted mentally and applied to future cases. This cycle of 

observation, execution, and correction made the paper more effective than purely theoretical study. The 

internship functioned like a lab where return mismatches were not hypothetical—they came with real 

financial risks and outcomes.   

The methodology strengthened as I handled GSTR-1 outward data, GSTR-3B tax summaries, note ledgers, 

and purchase registers. I learned to compare portal data with books, analyze difference reports, identify 

mismatches, and decide on corrective actions. In some instances, invoice values needed adjusting, while 

in others, only tax distribution required correction. This method made the approach comprehensive—

integrating data extraction, review, verification, posting, adjustment, and outcome evaluation. Thus, the 

research methodology is rooted in experiential learning rather than statistical modeling.   
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4. CASE STUDY   

Case Study 1 involved a client with a high return volume near the month-end. While preparing GSTR-1, 

I encountered several invoice-linked credit notes that flagged value mismatches. Upon verification, I 

discovered that the taxable value had been entered incorrectly without the freight component. I then traced 

supporting documents, recalculated line-by-line values, corrected the note, and re-uploaded the summary, 

clearing the return instantly. This case taught me that speed in data entry should never come at the cost of 

accuracy; a two-minute verification can save a two-hour correction later.   

Case Study 2 involved purchase returns where vendors took too long to acknowledge debit notes. The ITC 

previously claimed remained unreversed temporarily, inflating net credit and affecting cash flow. Another 

case had an incorrect CGST-SGST breakup, though the total was accurate. The portal rejected it as "invalid 

tax distribution." After correction, the note passed smoothly. These examples demonstrate how small 

errors can lead to significant disruptions. Success in GST compliance relies not only on posting notes but 

also on ensuring accuracy under time pressure.   

 

5. DATA ANALYSIS & INTERPRETATION   

The return data I managed during my internship showed a distribution of 54% sales returns and 46% 

purchase returns. The difference makes sense, as outward sales generally involve more customer 

interactions and a higher chance of returns. Sales returns required credit notes, while purchase returns 

needed debit notes for ITC reversal. The workflow revealed that sales-related reversals happen more often 

in real business scenarios.   

 

There were 52 credit notes and only 33 debit notes. More outward reversals indicate that organizations are 

influenced by market conditions more than procurement issues. Purchase returns primarily occurred due 

to quality disagreements or incorrect rate claims. Sales returns were triggered by various factors like 

customer dissatisfaction or damaged inventory.    
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6. FINDINGS & DISCUSSION   

 

Finding 1 revealed that delayed note postings were the leading cause of mismatches. Last-minute credit 

notes led to confusion because portal reconciliations did not sync promptly. The bar chart illustrated this 

frequency. Timely recording substantially decreased mismatches.  

 

Finding 2 showed that the quality of documentation plays a key role in compliance strength.  The findings 

also confirmed that linking notes in real-time is preferable to bulk entries at month-end. Bulk uploads 

increased error chances and caused delays in receiving clarifications. Well-maintained return registers 

acted like reliable audit records. Companies with poor documentation often depended on verbal 

confirmations, which raised risks and workload. 
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7. SWOT ANALYSIS   

 

Threats:   

The main threat in GST compliance is the risk of notices due to incorrect or late filings. Even a small 

mistake, if repeated, can lead to scrutiny or requests for clarification from the department. Another 

potential issue is system delays during filing deadlines. Slow portal responses can create a rush, increase 

pressure, and lead to mistakes. Additionally, delays from vendors in acknowledging debit notes can also 

cause problems, as they may appear as unreversed credits and affect taxation. These factors make GST 

compliance a risk-sensitive area where accuracy and timeliness are crucial. 

 

Strengths:   

One of the key strengths I gained during the internship was hands-on experience with real GST filings 

instead of just theoretical training. I actively participated in tasks such as tracing invoices, preparing credit 

notes, reporting GSTR-1 outward sales, and reconciling 

ITC. This experience helped me understand how debit and credit notes affect return cycles and how proper 

documentation can speed up compliance. I also developed the skill to link each return entry back to its 

original invoice, which made reconciliation smoother and reduced mismatches. Over time, I became 

familiar with the GST portal interface, learned where delays occur, and understood the importance of 

checking preview summaries before filing. Together, these strengths boosted my confidence, accuracy, 

and operational clarity. 

Weaknesses:   

In the early stages of my internship, identifying the source of mismatches was challenging. While the 

errors were visible in portal reports, finding the reasons took detailed verification. I had difficulty 

determining whether a mismatch originated from the taxable value, GST rate distribution, invoice 

duplication, or note posting delays. Another weakness was grasping how tax distribution 

(CGST/SGST/IGST) should match the original invoice. Incorrect distribution sometimes resulted in 
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rejections during uploads. These weaknesses were learning experiences; correcting each mistake improved 

my understanding. Gradually, these challenges turned into strengths as repeated exposure increased my 

clarity, speed, and judgment. 

Opportunities:   

There is significant potential for automating GST return processing. During my internship, I noticed that 

a large amount of time was spent on manual invoice reading and value comparison. Using OCR-based 

invoice scanning or automated ledger-portal matching tools could cut down on manual work and improve 

accuracy. There are also opportunities to improve documentation formats, create filing checklists, and 

digitalize return tracking to avoid delays. By embracing automation, accountants can focus on analysis 

rather than just data entry, which enhances compliance quality. These opportunities create clear paths for 

future improvement and technological progress in accounting practices. 

 

8. CHALLENGES FACED DURING INTERNSHIP.   

The biggest challenge I faced during the internship was the slowdown of the GST portal on filing deadline 

days. As the due date approached, portal traffic increased, and server response times slowed. Simple tasks 

like opening GSTR-1 summaries, uploading JSON files, or saving outward supplies often took longer than 

expected. This led to delayed uploads, frequent session timeouts, and repeated logins. The workflow 

involved waiting, refreshing, and retrying, which disrupted my rhythm and heightened filing stress. During 

peak times, even small corrections became time-consuming. To tackle this, I had to manage my time better 

and be patient; I learned to start filing work earlier instead of waiting until the last day, and I completed 

reconciliation checks in advance. The visual accuracy graph provided here shows how filing efficiency 

improved gradually as I adapted to these workflow changes. 

Another major challenge was matching ledger data with portal information, especially when invoice 

volumes were high. While the books showed one figure, the portal sometimes displayed another because 

of pending note adjustments or delays in auto-drafting. Pinpointing the source of the difference — whether 

from taxable value, GST component breakdown, invoice duplication, rate mismatches, or delayed credit 

note uploads — required careful line-by-line checking. Initially, this process took a lot of time, but as I 

gained experience, identifying mismatches became quicker. However, this challenge taught me that 

reconciliations need thoroughness; accuracy comes only from careful comparison. 

A recurring issue was my reliance on vendor acknowledgment for debit notes. We couldn't complete the 

purchase return reversal until the vendor accepted the debit note and updated their records. If 

acknowledgment was delayed, ITC reversal got pushed to the next month, impacting tax outflow. This 

situation underscored that GST compliance isn’t a solo effort; it involves two parties and requires 

communication and follow-ups. 

Another difficulty stemmed from inconsistent documentation from some clients. Missing invoices, 

unsigned return slips, outdated registers, or unclear value notes slowed the filing process and increased 

guesswork. These situations often required multiple clarifications, extending file handling times. This 

highlighted how important documentation discipline is for smooth monthly returns. 
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Time pressures during month-end filings also posed challenges. Many clients needed filings at the same 

time, which meant I had to manage parallel reconciliations, verifications, and note postings efficiently. 

Prioritizing tasks, planning my workload, and dividing activities became essential to meet deadlines 

without sacrificing accuracy. 

 

10. CONCLUSION   

 

GST compliance in sales and purchase returns is not just a legal requirement; it is a responsibility that 

requires good judgment, analytical thinking, decision-making skills, and careful handling of 

documentation. This internship transformed theoretical GST concepts into practical knowledge by 

immersing me in live return cycles, invoice tracing, mismatch resolution, credit-debit note posting, and 

portal-based filing processes. Through consistent hands-on tasks, I learned that accuracy in compliance is 

not achieved through knowledge alone, but through ongoing verification, timely follow-ups, clear 

documentation, and the ability to spot irregularities promptly. Each filing cycle enhanced my observational 

skills, confidence in execution, and my ability to identify mistakes before they turned into financial or 

legal problems. This internship allowed me to move from merely understanding the law to executing it 

effectively. 

This research shows that GST return filing, particularly for sales and purchase returns, is a detail-oriented 

profession where even a small mismatch can lead to incorrect reporting, ITC imbalances, or scrutiny from 

notices. Accurate posting of debit and credit notes, timely linking with original invoices, and correct 

presentation in GSTR summaries ensures smooth compliance and prevents unnecessary penalties. GST 

returns should not just be seen as entries; they are checkpoints that reflect business integrity, operational 

discipline, and accountability governed by tax law. The experience I gained helped me understand how 

organized documentation, proactive communication, and early corrections can prevent bottlenecks at the 

end of the period and build trust in financial reporting. In summary, this study reinforces that competency 

in GST compliance is developed not in a classroom, but through real-world filings, corrections, and 
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managing month-end pressures, where each return teaches an additional step toward accuracy and 

professional growth. 
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