
 

 

Chapter II 

Pages 9 -69 

 
 
 
 

 

Value Added Tax, Central Sales Tax and 
Goods & Services Tax 



 

 



Chapter II Value Added Tax, Central Sales Tax and Goods & Services Tax

Page 9

2.1 Tax Administration

Figure-2.1: Organogram

2.2 Trend of receipts 

Table 2.1

Table 2.1: Receipts from State Tax Revenue

( in crore)

Year
Budget 

Estimates
Actual 

receipts

Variation 
excess (+) /
shortfall (-)

Percentage 
of variation

Total tax 
receipts of 
the State

Percentage of 
actual VAT / 

SGST receipts
vis-a-vis total 
tax receipts

2017-18

2018-19
2019-20
2020-21

2021-22

Source: Finance Accounts

#GST implemented from 1 July 2017 and, hence the budget estimates pertained to only Taxes on sales under 
VAT&CST. However, the actual receipts include both Taxes on sales under VAT&CST and GST.

per cent

per cent per cent

Principal Secretary  

Commissioner of Commercial 
Taxes

Additional Commissioner 
of  State Tax

Joint Commissioner of 
State Tax

Deputy Commissioner
of State Tax

Assistant 
Commissioner of 

State Tax
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2.3 Cost of collection 

Table 2.2

Table 2.2: Cost of collection 
( in crore)

Head of revenue Year Gross collection
Expenditure on 

collection of 
revenue

Percentage of 
cost of collection 

to gross collection

VAT, CST and 
GST

2.4 Impact of Audit 

etc

Table 2.3

Table 2.3: Impact of Audit 
( in crore)

Year No. of 
units 

audited

Objected Accepted Recovered

No. of 
cases

Amount No. of 
cases

Amount No. of 
cases

Amount

2017-18 0.45

2018-19 0.37

2019-20 0.38

2020-21 0.45

2021-22 0.33

Total 270 4,009 1,825.12 704 223.11 137 1.98

per cent
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2.5 Working of Internal Audit wing 

etc

2.6 Results of Audit 

Table 2.4: Category of Audit Observations on Revenue Receipts 
( in crore)

Sl.No. Categories
No. of Audit 
Observations

Amount

Total 712 149.41
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2.7 Input Tax Credit 
2.7.1 Excess allowance of Input Tax Credit due to incorrect restriction 

Incorrect method of restriction of Input Tax Credit resulted in excess allowance of Input 

14.5 per cent goods per cent
per cent per cent

per cent,

5 per cent goods
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2.7.2 Excess / Incorrect allowance of Input Tax Credit (ITC)  
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2.7.3 Excess allowance of Input Tax Credit  

Non-restriction of Input Tax Credit on the turnover of goods sold at the price less than 

2.8 Short or Non-levy of Value Added Tax  
2.8.1 Short levy of tax due to adoption of incorrect rate of tax  

Application of incorrect rates resulted in short levy of tax aggregating to

per cent.

 
vide
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2.8.2 Short levy of VAT on mobile phones 

Incorrect levy of tax at five per cent instead of at 14.5 per cent on mobile phones resulted 

per cent

per cent

per cent.

per cent per cent.

 

per cent

per cent,

per cent
per cent.
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2.8.3 Irregular exemption under VAT  

Irregular exemption of turnover resulted in non-

per cent.

per cent
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2.8.4 Non/short-levy of VAT on receipts towards transfer of right to use 
goods  

VAT amounting to 86.18 lakh on receipts towards transfer of right to use was not levied 
or short levied

2.8.5 Short levy of tax / excess allowance of ITC due to adoption of 
incorrect figures / arithmetical inaccuracies 

Adoption of incorrect figures / arithmetical inaccuracies resulted in short levy of tax / 
6.68 lakh

 



31 March 2022 

Page 18  

2.8.6 Non or Short levy of Tax due to incorrect determination of Taxable 
Turnover  

Variation in sales turnover between Profit and Loss accounts and assessment orders led 
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2.9 Inter-State sales 
2.9.1 Non / short levy of Tax on the turnover of inter-State sales not 

supported by statutory forms 

Inter-State sales turnover not supported by statutory forms resulted in non / short levy 
of t

per cent per cent

per cent
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2.9.2 Short levy of Tax on the turnover of inter-State sales of mobile phones    
not supported by statutory forms  

Inter-State sales turnover of mobile phones not supported by statutory forms resulted 

per cent

per cent

per cent.

per cent per cent

2.9.3 Non / short levy of Tax due to incorrect determination of Taxable 
Turnover under CST  

Variation in sales turnover between CST assessment orders and CST turnover in VAT 

 

per cent

per cent,

per cent
per cent.
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etc

2.9.4 Non-levy of penalty and interest on belated payment of Tax under 
CST 

under CST was not levied

per cent

per cent
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Table

Table 2.5: Age-wise analysis of delayed payments 

Sl.
No.

Delay in number of days (month /
year)

Number of 
payment 
records

Interest
Leviable

Penalty 
leviable

Total

Total 128 14.74 4.53 19.27

2.10 VAT on Works Contracts 
2.10.1 Short levy of tax due to incorrect allowance of input tax credit under    

works contract  

Incorrect allowance of ITC to works contractors resulted in short levy of tax of 

per cent

per 
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cent

per cent
per cent

2.10.2 Short levy of tax due to incorrect determination of taxable turnover 
under works contract  

Under-assessment of taxable turnover under works contract resulted in short levy of tax 
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2.10.3 Short levy of tax on works contracts under composition scheme 

Incorrect determination of taxable turnover of works contractors under composition 

per cent

per cent per cent

 



Chapter II  Value Added Tax, Central Sales Tax and Goods & Services Tax 

Page 25  

2.10.4 Short levy of tax due to excess adoption of tax paid by way of TDS 
certificates  

Excess adoption of tax paid by way of Tax Deducted at Source (TDS) certificates resulted 

2.10.5 Non / short levy of tax on works contracts who did not maintain 
detailed accounts  

contractors who did not maintain detailed 
accounts was not levied / short levied
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per cent

per cent

per cent

per cent
per cent

per cent per cent
per 

cent

per cent per cent

per cent

 
per cent per cent
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2.11 Levy of penalties and interest under VAT 
2.11.1 Non-levy of penalty and interest on belated payment of Tax  

Penalty of 8 9 crore on delayed payment of tax by dealers 
was not levied

per cent

per cent

Table 2.6

Table 2.6: Age-wise analysis of delayed payments 
( in crore)

Delay
No. of tax 
payment 
records

Interest Penalty Total
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Total

2.11.2 Non or short levy of penalties for under-declaration of taxes / excess 
claim of ITC / non-registration 

4.91 crore for under-declared taxes / excess claim of Input Tax Credit/ non-
registration were either not levied or short levied

per cent per cent
per cent

per cent

per cent
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Table 2.7 below.

Table 2.7: Cases of short / non-levy of penalty  
( in lakh)

Nature of 
Omission

Quantum of 
penalty 

leviable as 
per VAT Act

( %)

No. of 
cases

Amount of 
non / short 

levy of penalty

Jurisdiction of Commercial Tax Officer

Total 39 490.91
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2.12 Non-levy of penalty on self-consumption of Notified Goods 

-consumption was not levied

ibid

2.13 Goods and Services Tax (GST) 
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etc

2.14 Subject Specific Compliance Audit on D  
oversight on GST payments and Returns filing (Phase-I)  

2.14.1 Introduction 
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2.14.2 Audit objectives    

2.14.3 Audit methodology and scope 

Limited Audit

viz
Detailed Audit
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2.14.4 Audit sample  

three

(i) Part I- Audit of Circles / Strategic Taxpayer Units (STUs)

(ii) Part II -Limited Audit 

(iii) Part III-Detailed Audit

Appendix 2.1(A)(B) &(C).

2.14.5 Audit criteria  

Table

 

per cent
per cent
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Table 2.8: Source of criteria 

Sl No Subject Act and Rules

1
2

3

4

5

6

7
8

9

10

11

12

Audit findings  

2.14.6 Oversight on returns filing 

2.14.6.1 Trends in return filing (State-wise)

2.14.6.2 Deficient monitoring mechanism on return filing
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2.14.6.3 Lack of action on late-filers and non-filers

A. Overall status at the State Level

B. Results of circle audit 

(i) Status of non-filers
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per cent

per cent
per cent

(ii) Non-availability of information relating to return defaulters in the officer login

(iii) Inadequate efforts to recover dues

per cent

Two illustrative cases are given below:

.
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2.14.6.4 Non-initiation of scrutiny of returns

A. Overall status at the State Level 

B. Results of circle audit 

(i) SOP for scrutiny

(ii) Form GST ASMT-10 not issued

per cent
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(iii) Status of recovery of demand issued in SCNs

per cent

(iv) Non-inclusion of IGST component SCNs

per cent

Recommendation 1:

Show Cause Notices issued for short / non-payment of tax should be pursued and 
should also include IGST component along with SGST / CGST components.

2.14.6.5 Audit by tax authorities / internal audit
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2.14.6.6 Action on DGARM Reports

2.14.6.7 Inconsistencies in GST returns -Limited Audit
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Table 

Table 2.9: Summary of data analysis 

( in crore)

Sl.
No.

Parameter Algorithm used Number of 
deviations
out of 407

Amount

1.

2.

3.

4.
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5.

6.

7.

8.

9.

10.

11.
per cent

vis-à-vis

12

13
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14.

Total 407 14,536.95

Non-submission of reply by the Department

Table 
Table 2.10: Reply not received  

Audit Dimension

Sample Department reply 
not received

Percentage
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Total 407 14,536.95 124 1,568.81 30.47 10.79

Table 2.11: Top ten cases in terms of money value where response is yet to be received 

Sl. 
No.

GSTIN Name of the 
taxpayer

Division / 
Circle

Deviation Mismatch 
amount

1

2

3

4

5
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6

7

8

9

10

Recommendation 2: 

Department may urgently pursue the inconsistencies and deviations pointed out in 
Limited Audit, for which responses have not been provided and intimate the results to 
Audit.

2.14.6.8 Results of Limited Audit

(A) Summary of deviations

Appendix 2.2.

Summary of Limited Audit

Appendix 2.2
Appendix

2.2 per cent

Appendix 2.2 per cent
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Appendix 2.2
Appendix 2.2 Appendix 2.2

Appendix 2.2 per cent

Appendix 2.2 per cent

Illustrative cases for each highest value case from each dimension are given below:

(i) Dimension - ITC mismatch between GSTR-2A and GSTR-3B

(ii) Dimension - ITC Mismatch on RCM
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(iii) Dimension - ITC Mismatch on RCM without payment 
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(iv) Dimension - Mismatch in availment of ITC by recipient on ISD credit

(v) Dimension - Unreconciled ITC in Table 14T of Form- GSTR-9C

(vi) Dimension - Unreconciled ITC in Table 12F of Form GSTR-9C
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(vii) Dimension - Unreconciled turnover in Table 5R of GSTR-9C

vis-à-vis

(viii) Dimension - Unreconciled taxable turnover in Table 7G of GSTR-9C

vis-à-vis
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(ix) Dimension - Unreconciled tax liability in Table 9R of GSTR-9C

vice versa

(x) Dimension - Undischarged tax liability
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(xi) Dimension - Short payment of interest

(xii) Dimension - Cases where GSTR-3B not filed but GSTR-1 or GSTR-2A available

(B) Analysis of causative factors

(a) Deviations from GST law and Rules:
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The top five accepted cases are featured below

 

Five illustrative cases are featured below:
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(b) Data entry errors by taxpayers: per cent
per cent

Few illustrative cases are brought out below:
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Recommendation 3:

Department may consider introducing validation controls in GST Returns to curb data 
entry errors, enhance taxpayer compliance and facilitate better scrutiny.

2.14.6.9 Detailed audit of GST returns
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Scope limitation (non-production)

Table

Table 2.12: Non-production of records 

Division Circle/STU Sample Non-production
Number of 
taxpayers

Number of 
taxpayers

Mismatch in 
ITC/tax liability

Abids

Begumpet

Hyderabad 
Rural

Punjagutta

Secunderabad

Total 50 47 247.28

per cent
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Table 2.13: List of top ten cases of non-production 

Sl 
No

GSTIN Name of the taxpayer Jurisdictional 
formation

Mismatches (ITC 
and liability)

1

2

3

4

5

6

7

8

9

10

(A) Returns

(a) Non-payment of interest by taxpayers 

per cent

Top three irregularities noticed in this category are illustrated below:
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(b) Non-payment of late fee / penalty by taxpayers 

per cent

per cent

The two illustrative cases are given below:
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Recommendation 4:

Strict controls should be put in place to ensure timely filing of returns by taxpayers and 
effecting recoveries towards penalties / interest for belated payments.

(c) Data entry errors

per cent

Table 2.14: Cases of Data Entry errors 

Sl.  
No

GST Number Jurisdiction 
circle

Data entry error made

1

2

3

4

One case is illustrated below:

The following mismatches relating to ITC were observed in Audit during review of 
returns. However, the granular records were not made available to Audit for further 
scrutiny.

(B) Utilisation of Input Tax Credit 
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i. Mismatch of claim of ITC as per GSTR 3B and GSTR-2A

One illustrative case is given below:

ii. Mismatch of ITC claim as per GSTR-9 Tables 8 (B)&(C) and 8 (A)
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One illustrative case is given below:

vide

iii. Mismatch of ITC claim as per GSTR-3B and GSTR 9 

viz

Hence Table 4A of GSTR 3B should match with 
Table 6A of GSTR 9 and also the sum of Table 6B to 6H of GSTR 9.

One illustrative case is given below:

iv. Non reversal / short reversal of ITC
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ibid

Two illustrations are given below:

per cent

per cent

per cent

per cent

v. Other observations relating to Input Tax Credit 

a.
RCM 

 
C = T- (T1+T2+T3+T4) Where

D= (E÷F) × 
C
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b. Incorrect claim of ITC on import of goods

c. Excess claim of Transitional Credit

(C) Discharge of tax liability

ibid per cent i.e.,

per cent
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i. Difference between Liability as per GSTR-1 and Tax paid as per GSTR-3B / 
GSTR-9

One case is illustrated below:

ii. Mismatch of tax payment between GSTR-9C and GSTR-9
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Recommendation 5: 

Department may initiate remedial action for all the compliance deviation cases brought 
out in this report before they get time barred and review all other cases to rule out 
similar deviations.

2.14.7 Other oversight functions 

suo-moto
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2.14.7.1 Delay in cancellation based on the applications of taxpayers

Illustrative cases:
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2.14.7.2 Non-adherence to prescribed procedure for suo-moto cancellation

Illustrative cases are given below:

suo-moto

suo-moto
suo-moto 

suo-moto

suo-moto 

2.14.7.3 Inadequate follow up on non-filing of GSTR 10

vide
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per cent

ibid

One illustrative case is given below:

.

2.14.7.4 Capacity building efforts

2.14.7.5 Planning and deployment of manpower

Recommendation 6: 

Department may strengthen the monitoring mechanism in field formations and ensure 
that due diligence is followed in procedures for cancellation, issue of Show Cause 
Notices and recovery. 

2.14.8 Conclusion  

 

suo-moto  
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per cent

per cent) per 
cent)
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2.14.9  Recommendations  

1. Show Cause Notices issued for short / non-payment of tax should be pursued and 
should also include IGST component along with SGST / CGST components.

2. Department may urgently pursue the inconsistencies and deviations pointed out in 
Limited Audit, for which responses have not been provided and intimate the results 
to Audit.

3. Department may consider introducing validation controls in GST Returns to curb 
data entry errors, enhance taxpayer compliance, and facilitate better scrutiny.

4. Strict controls should be put in place to ensure timely filing of returns by taxpayers 
and effecting recoveries towards penalties / interest for belated payments.

5. Department may initiate remedial action for all the compliance deviation cases 
brought out in this report before they get time barred and review all other cases to 
rule out similar deviations.

6. Department may strengthen the monitoring mechanism in field formations and 
ensure that due diligence is followed in procedures for cancellation, issue of Show 
Cause Notices and recovery.


