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J. P. Guptaias.

Principal Secretary

Finance Department
Government of Gujarat

The rollout of GST throughout the country has made One
Nation-One Tax principle a reality. It was made successful with
planning, in advance. Workshops, training programs, trade meets
and other outreach programs were arranged at all levels for all the
stakeholders to explain features of the law and its implementation

modalities.

Implementation of GST provisions by tax officials brought into
light certain aspects, where the department needs to initiate actions
like preparation of SOPs and subject specific trainings to provide
guidance to the departmental officials. Drafting of this "Model GST
Audit Manual” is one such effort. This document will acquaint officers
for conducting GST Audit effectively and efficiently, which ultimately

will lead to better compliance by the tax payers.

My heart felt appreciation to all the persons involved in the
preparation of the comprehensive “Model GST Audit Manual”,

] P Gupta, IAS
Gandhinagar Principal Secretary

26" December, 2022 Finance Department

Gujarat State, Gandhinagar

5' Floor, Block-4, Sachivalaya, Gandhinagar-382010 (Gujarat)
Ph.:(0) 079-23250611/13 « Fax: 079-23250605 « email : secfd@pgujarat.gov.in
http://financedepartment.gujarat.gov.in
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Implementation of the Goods and Services Tax (GST) is a landmark

legislation in indirect taxation system in India and it has replaced number of indirect

taxes like VAT, Central Excise, Entertainment tax, Luxury tax and surcharges
relating to supply of goods and services. The Goods and Services Tax is a trust-based
regime wherein the taxpayer is required to self-assess tax liability and file returns.
The concept of Audit has been incorporated in the GST Act to ensure whether the
taxpayer has correctly self-assessed tax liability.

GST audit is new to the State authoritics and a task of preparation of
comprehensive "Model GST Audit Manual, Gujarat-2022" was well taken by the
Audit Branch of the State Tax Department. In particular, Mrs. Sudiksha Rani IRS,
Additional Commissioner of State Tax, Shri Mahesh Jani, Joint Commissioner, Shri
Rakesh shah, Deputy Commissioner and Smt. Bijal Bhavsar, State Tax Officer put
sincere effort in preparing the audit manual.

GST Audit Manual is prepared to create an extensive and comprehensive
document with the holistic approach of GST Audit which will not only facilitate the
Audit Officers of the State, but will also create an impact in facilitating the Auditees
during the exercise of Audit. I am sure that the guidelines provided in this manual
will ensure that the audit of taxpayers is carried out in a uniform, efficient and

comprehensive manner adhering to the stipulated principles, policies and>best

practices.
Ahmedabad Milind Torawane, IAS
26th December, 2022 Chief Commissioner of State Tax

Gujarat State, Ahmedabad

Phone : 079 26581929 Fax:079 26574612
Website : www.commercialtax.qujarat.qov.in
E-mail : commi-stax@gujarat.gov.in







Contents

1. Lbe¢whb5] / ¢CLADBXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX)>1
11. t dzN1J2aS 2F GKAA al ydzh f XXXXXXXXXXXXXXXXXXXX)>1
12. 5SFAYAGAZ2Y 2F | dzRAG dzy RSNI DD{ ¢ ! OGS HAamT XX 4
2. ¢eLISa 2F ! dzZRAG AY D{EXXXXXXXXXXXXXXXXXXXXX>6
3. Legal Provisions of Audit Dy Tax AUtNOITIES .........oiiiiiiiiiiee e 6
3.1, ProviSioNS UNGEI SECHION B5.......cc.uuuuiiiiiiieeiiiiiiiieeee e e s st e e e e e e s st bbb et ee e e e s s ansbbeee e e e e s s s asbbabneeeeeeeas 6
32 t NPOAAAZ2Y A dzy RSNI NHZE S MAMXXXXXXXXXXXXXXXXX)> 8
4. Some relevant provisions dGSTAct, 2017 directly or indirectly linked with Audi¢ X X X X X X X > 9
41. 1 00Saa (2 0dzaAYySad LINBYAASAXXXXXXXXXXXXXXX)Y10
42, hFFAOSNRE (2 laaArad LINPBLISNI 2FFAOSNEXXXXXXXX>11
4.3. Determination of tax not paid or short paid or erroneously refunded or input tax credit wrongly avail

or utilised for any reason other than fraud or any willful misstatement or suppression of facts...... 11
4.4. Determination of tax not paid or short paid or erroneously refunded or input tax credit wrongly avalil

or utilised by reasons of fraud or any willful misstatement or suppression of facts........................ 13
45. DSYSNIf LINPOAAAZ2Y A NBT FXOXAXAX XX XROUXSNIYXAXYX: XIXAX: 15

A ¥ 4 A x

46. ¢+ E O2ftft SOGSR odzi y2@( LIAR (G2 G(KS D2@SNYyYSy17

4.7. Tax wrongfully collected and paid to the Central Government or State Government...................... 19
4.8. INitiations Of reCOVEIY PrOCEEUINGS ... . .uuiiiiiiieeee ittt e e e e e e e e st e e e e e e eatb b e e e e e e e e e e annreeees 19
49. [ S@@ 2F f1FGS FSSXXXXXXXXXXXXXXXXXXXXXXXXXX)>19
4.10. Interest on delayed payment Of taX.......cceevviiiiiiiiiiiiiie e, 20

411. DSYSNI f LISYFfiaXXXXXXXXXXXXXX XK RKRKRK 20
5. hot AL GA2Yy 2F GKS 1 dZRAGSSXXXXXXXXXXXXXXXXX)>21
Dealing with theAuditeeX X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X 21
t NAYOALX Sa 2F I dzZRAGXXXXXXXXXXXXXXXXXXXXXXX)>22
Prerequisites of an audit officer conducting audit................uueevieiiiiiiiiie e 22
PAZRAG FE 26 OKEFENIXXXXXXXXXXXXXXXXXXXXXXXXXX)>24
100 SAFFSNBY G {dGSLIA 2F FdZRAGXXXXXXXXXXXXXXXXXX)>25
101. { STt SOGA2Y F2NJ I dZRAGXXXXXXXXXXXXXXXXXXXXXXX)>25
10.2. SUGMOLO SEIECHON.....ccuiiiitiii i e e e e e e e e et e e e e e e e e e e e ettt eeeeeeeeeresasba e eaeeseeeeesnrnnnss 28
10.3. AllotmentofSelected RT®Pé ¢ é ¢ 6 ¢ 6 ¢ e é e éecéecéécéeééeééééeééééé. 28
10.4. Allocation of tax payer of Divisional Audit S RX XXX XXX XXX XXX XX XXX X X X 28
10.5. Assignment of Cases and SubordinatesforAadé é e é ¢ ¢ é 6 ééecéééeééeééeéé.29
10.6. Issuance of Notice in FORM GST ADHE X X X X X X X X X X X X X X X X X X X X X X X X X 29
107. t NA2NJ G2 FdzRAG RSA] NBJASHXXXXXXXXXXXXXXXX)>32
10.8. Commencementof Audé é ¢ é ¢ é ¢ é ¢ ééééééécéééeéeéeéeéeéeé. 38
10.9. Preparation and approval of Auditplané é e ¢ é ¢ é e é e e ééeéécéééeééeéeééeée 39
10.9.1. How to make an effective audit PIan?............oooiii e 39
109.2. P LIINB Gt 2F FdzZRAG LI F Yy XXXXXXXXXXXXXXXXXX:40

,,,,,,,,,,,,,,,,,,,,,,

© o ~NoO

A Model GST Audit Manual, Gujarat. 2022repared by AudiBranch, CST




10.10.2. WSO dzNY ! Yy f 2aAAXXXXXXXXXXXXXXXXXXXXXXXXX. 42

10.10.3. Trend AnalysiEF X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X = 45
10.10.4. Areasof concernduringexaminatod é é ¢ é e é e e ééeéécééeééeééeéeeéeé. 45
10.11. Communiation of discrepanciesnoticellé ¢ ¢ é 6 € ¢ ééé e ééééeééééeeééée. . bl
10.12. Draft Audit Report and approval theredf X X X X X X X X X X X X X X X X X X X X X X X X X 62
1013.CAYFf 1 dzZRAG WSLIEZ2NIXXXXXXXXXXXXXXXXXXXXXXXX; 63
10.14. AuditConsequencesé e e éeéeéeeeéeéeecéeéeééeecéeéecéeeéeé. 63
10.15.Demand & Recovery proceeding ¢ é ¢ é 6 é e éééeééeéecéééeéeéeééeéeée 64
11.  Monitoring Committee Meeting X X X X X X X XXX X X X X X X X X X X X X X X X X * 64

12 1 dzZRAG ! YYSEdZINBE XXX XXX XXX XXX XXXXXXXXXXXXXXX) 66
12.1. Annexure 1 Notice for conductingaudé é ¢ é € é é é é e éécééeéeéééécééeéeééé 66
12.2. Annexure 2: Letter seeking mutual assistance to coetplthe audit in focused manneér ¢ é é ¢ . . 67

12.3. AnnexulS oY vdzSAGA2YYFANB FT2NJ I dZRAGSSXXXXXXXXX 69
12.4. Annexure 4: List of documents/ statements and books of accounts to be produced for the purpo:

F dZRAGXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX: 72
12.5. Annexure 5: AuditP 'y F2NJ AdzLJLX ASNJ 2F ASNIIAOSAXXXXXX 73
12.6. Annexure6: AzRA G t €y F2NJ adzZLJLIX ASNI 2F T22RaAXXXXX) 76
12.7. Annexure 7: @idelines to prepare audit PIAN.............ooiiiiiiiiiee i 78
12.8. Annexure 8: Final AutlReport (FARJFORMGSTADT®Z ¢ é e éé e ééééeéééeéeée. 80
12.9. Annexure 9: Format of status report to MCIX X X X X X X X X X X X X X X X X X X X X X X 81
12.10. Annexure 10: KEY POINTS FOR SUPRLY X X X X X X X X X X X X X X X X X X X X X X X ) 84
12.11.Annexure 11: Supplg T D22 Ra 2NJ { SNIBAOSa 2NJ 620 KXXXXX)> 88
12.12.AnnexurecMH Y [ S@geé 2F GIE 2y wSOSNAS / KINHS asS0li114
12.13.! YYSEdzNBE mMoY YSe& LRAydGa F2N OFfdzS 2F &dzLILJ 122

12.14. Annexure 14: Value Of SUPPIY...cooi i 123
12.15. Annexure 15: Input TaxCredité e e ¢ e é ¢ é é e éééeééeecéecéééecéeeéeéé. 137
12.16. Annexure 16: IMPOrtant CIFCUIAIS. ..........uuuuuiiuiiiiiiiiiirtierree e e e et e et e e e e e e e e e e e e aa e e e e e e e e e e e e e e aaaaaeaaaaaaaeas 158

12.17. Annexure 17: Some order of Authority of Advance Ruling of different Statésé é é é é é é é . 162
12.18.1. Changes in Reverse Charge Mechanism (RC&8Ig ¢ é 6 6 é é 6 éééééééééé. 17¢
12.18.2. Compositionlevg € é ¢ 6 é 66 éééééééeééécéééeéeééeeééeeceéee. 18
12.18.3.  TaxXx 0N AAVANCE FECEIVEMA........cieeiiie e, 181
12.18.4. Changes in SGST/CGST Act relevant for 28L& 2018M h X X X X X X X X X X X X X X X 182
12.185. wl i8a 2F GFES& dzy RSNI D{ ¢ XXXXXXXXXXXXXXXX 184
12.19. Annexure 19: Due dates and extension of due dates of submission of various retuéng é ¢ é . .184
12.19.1. Financial Year (20 T My 0 X X X X X X X X X X X X X X X X X X XX X X X X X X X184
12.19.2. Financial Year (2028 n MU X X X X X X X X X X X X X X X X XX X X X X X X X X >187
12.19.3. Financial Year (2028 T H N 0 X X X X XX XXX XX XXX XX XXX XX X X X X X x19C
12.20. Annexure 20: Ratio Analysis & Trend ANAIYSIS........ooiuuiiiiiiiiieeieiie e 193

12210 yYSEdNBE HmY {dGdzR& 2F tNRFTAG FyR [2&a ! 002199

B Model GST Audit Manual, Gujarat. 2022  Prepared by Audit Branch, CST







1. INTRODUCTION:

1.1. Purpose of this Manual:

Audit

This model GST Audit Manual is Plan

intended to be developed as a
comprehensive document which would

be helpful for the audit officers of the

Gujarat State throughout the entire

process of selection of taxpayers for FEEEEEES
audit till the completion of audit in an

efficient and effective manner.

Desk review

Accounting

Audit selection is a dynamic process @ARNALES
where the experience of audit in each
year plays a vital role in modifying the

seledion criteria. However, in GST,

ascertaining a risk profile of the

Auditees based on a scientific approach
is vital for selection of audit. The

aspects of such risk profile assessment
are also discussed in this manual.

This manual discusses the Jimethods of looking into the aspects that demand
meticulous attention, (ii) methods of preparation for an effectivedesk review
before Auditactually commences and (iii) methods for conducting a quality audit
under GST that would not only reflect the eftiency of an audit officer but would
also successfully achieve the goal ehonitoring compliance management and
revenue augmentation. The manual has aldocusedin developing a structure
for the vertical hierarchy so that audit officers can place their fidings before the
appropriate higher authority. This would definitely help the audit officer to
prepare a proper audit plan.
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Audit in GST would intend to evaluate the credibility of selassessed tax liability
of a taxpayer based on the twin test of accuracy @i A @ b Adgdaeafiods ard
the accounts maintained by the taxpayerThus,Audit in GST would have the
following twin effects:

A Deterrent effect :

Discovering the areas of deviation is expected to prevent a taxpayer in continuing
with such deviations that result in erroneous declaration of selhssessed
liability.

A Preventive effect:

Establishment of adverse observations in audit is expected to prevent a
taxpayer to repeat any offence.

Audit in GST would intend to verify the correctness of the facts and figures
declared in the returns visa-vis the books of accounts. It maydppen that self
assessed declarations would contain hidden deviations. These deviations may be
of the nature of omission, error or deliberate deceptions by a taxpayer. This Audit
Manual in GST would surely play a vital role in detectioaf non-compliances,if
any, in the selfassessed declarations.

However, such deviations may also be mere technical in nature without having
any real revenue impact. The approach to be adopted in such cases would also
be dealt with in this manual.

Finally, audit in GST is desired to be a Audit officérO  x T O EviouldEcArfiuetE A
the audit and prepare the audit report with the assistance adub-ordinates. This
entire work process would involve a series of activities including prparing desk
review to identify the high-risk areas, preparation of a sound audit plan, to
accord sanction to the audit plan and conducting of audit within the prescribed
time limit.

So, for conducting an effective audit of a selected taxpayer, the audit
officer has to be ready with :
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Ready with a well -

drafted pre -plan for

Identifying the
areas of concern.

A What to examine?
A How to examine?

Well aware of the
procedural aspects.

Als the Officer well aware of the online/offline Audit
modules?

Als the Officer aware of the departmental guidelines?

AHave all the points noted in the audit plan been
covered?

Legal provisions,
Law changes,
notifications,

circulars, rates.

AWnether the officer is well aware of the legal provisions
and changes thereof?

Als there any specific guideline in any circular?

AAre there any court judgements/Advance Ruling
applicable?

Final computation
to calculate dues.

Alf the Auditeeis willing to deposit the dues, what to do?
Alf the Auditeeis not willing to deposit the dues

complying the audit report, what are the next steps?

Attempt has been made to address the aforesaid issues in this Manual.

However, it is needless to say that there cannot beusmiform approach of audit

of every taxpayer. Occasion may arise that a fact or figure apparent on the
documents may need an examination with reference to some other sets of
documents or even other sources.

Therefore, in a nutshell, audit in GST would hawe muchwidened perspective.
These issues have all been discussed in detail in this document.
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1.2. Definition of audit under GGST Act, 2017:

Audit is defined in subsec 13 of sec 2 of th&GST Act, 2017 a3

OAAOCAEI AA A@AIl ET AGETT 1T &£ OAA]
maintained or furnished by the taxable person under this Act or Ru
made thereunder or under any other law for the time being in force

refund claimed and input tax credit availed, and to assess
compliance with the provisions of this Act or ruless?A A OE A O

_‘ Turnover

Sec 2(13) of the J Taxes paid

GGST Act F

detailed examination | correctness of
of Records, Returns
and other documents ~‘

claimed

Audit in GST means | To verify the \° Refund

a ITC availed

e Assessment of compliance
=

with the provisions of this
Act or the rules made there
under

Hence, GST audit is not restricted to the reconciliation of the tax liability
payment of tax by a taxablgerson only, but its scope is also extended t
assess the compliances with the provisions of the GST laws.

verify, inter alia, the correctness of turnover declared, taxes paid,

ON

les
to

his

A Q|
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