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This Report for the period ended March 2024 has been prepared for submission
to the Governor of Gujarat under Article 151 of the Constitution of India.

The Bepert contains significant findings of the Compliance Audit of seven Siate
Governmen! Depariments. The audit was conducted under the Compiroller and
Auditor General of Indiz’s (Duties, Powers, and Conditions of Service} Act
1971 and Repulations on Audil and Accounts, 2020 issued thereunder by the
Comptroller and Auditor General of India. This Repaort is required to be placed
before the State Lepslature under Article 151(2) of the Constitution of India.

The instances mentioned in this Report were noticed during the test audil for the
period 2023-24 as well as those which came 1o notice in earlier years bul could
not be reported in the previous Audit Reports; instances relating to the period
subsequent to 2023-24 have alse been included. wherever necessary.

The audit has been conducted in conformuty with the Auditing Standards issued
by the Compirolier and Auditor General of India.
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Executive Summary






This Awdit Report contains audit Ondings ansing [rom two Subject Specific
Compliance Audits and 16 individual Audil Paragraphs. The significant audi
findings are discussed below,

The highhghts of Subject Specific Comphance Audits related 10 Finance
Department and Ports and Transport Department of the State Government
included 1 the Report are menlioned below.

Department’s Oversight on GST Payments and Return Fifing (Phase-11)

el T ey

The audit was taken up considering the significance of the control mechanism
envisaged for tax compliance and the oversight mechanism of the Gujarat State
Tax Department in this new tax regime. The sample for this andit comprised a
sel of deviations wdentified through data analysis for centralized audit that did
not involve tield visits; a sample of taxpayers tor detailed audit that involved
field visits and scrutiny of taxpayer's records at departmental premiscs; and a
sample of Units for evaluating the complhiance functons of the Units,

Audit abserved deviation from provisions of the Act! Rules and instructions on
cancellation of registration, revocation of cancellation, and delays in recovery
of demands in the selected 10 Units. Further, Audit observed that the system
generated MIS Report for List of Revocation Application, exhibited
discrepancies,

Aucit 1ssued andit enquires for 738 meonsistencies amongst the top deviations!
mconsistencies. lnitial responses were nol recerved Tor [ive imconsistencies
communicated to the Department, which mvolves mismatch of 2 266,63 crore,
Audit noticed deviations from the provisions of the Act in 291 cascs involving
an amount of ¥ 2,606,062 crore, constituting 39.70 per cent of inconsistencics
mismatches for which the Department provided responses. Relatively higher
rates of deviations were noticed in mismatch in tax hability declared in GSTR-
3B and disclosures in E-Way Bill. settled tax hability between GSTR-01 and
GSTR=-09 and ITC mismatch between GSTR-2A and GSTR-IB. Out of total
responses received, in 340 cages, Department’s reply was acceptable to Audit,
Chut of these data entry errors by laxpayers comprised 45 cases (13.24 per cenf)
and the Department had proactively taken action in 87 cases.

Audit requested the Department to produce the granular records such as
financial statements and related ledgers, involces for sclected months, Auditor’s
Report, debit and credit notes, efc. to examine mismatches! inconsistencies in
sampled 63 1axpayers in detail. However, the Department did not produce the
requisitioned records in 63 of the audit sample of 65 selected cases. As a result

Wit
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of non-production of records, mismatches! deviations noticed through data
analysis, amounting 2 1,234.71 crore, could not be examined in Audit.

Aundit recommends the folfowing:

f. The Department may strengthen the monitoring mechanism in Units
and ensure that the timelines specified for canceflation of regristration
and revocarion of cancellation orders are compiied with.

2. The Department may consider devising appropriate mechanism o
ensure mandatory filing of GSTR-10 by all taxpayers whose
registration iy cancelled and intimation be issued by Proper Qfficer fo
procecdings under Section 62 of the GGST Aot fo determine fox
fiability in cases where GSTR-10 is not filed.

F.  The Departmens may consider raking up the issee of dala eniry errors
with the GSTN to intraduce validation controls in GST Returns o
curb data entry errors, enhance taxpayer compliance and facilitate
hetter scrutiny.

4. The Department may consider taking necessary action in making
available invoice-wise information/particalars for all the rables in
GNTR-1 at the back-end porral of Department.

{(Paragraph 2.1)

Functioning of the State Transport Authority and Regional Transport Offices

The andit was conducted to ascertain whether the State Transport Authority
(5TAY Regional Transport Offices (R103s) camied out their core functions as
per the applicable Acts! Rules, and the enforcement activiies eamed out
ensured compliance to Motor Vehicle Acts! Rules and public services were
discharged timely. Audit analyvsed both back-end and front-gnd data of the
VAHAN and SARATHI Applications and alse examined records at the office
of the Commissioner of Transport (CoT) &nd the nine selected RTOs for the
pericd from 01 April 2009 to 31 March 2024, Some of the audit findings have
been briefly mentioned hereunder:

The registening authorities did not take necessary steps 10 ensure that only the
validly registered vehicles ply on the roads. Though RCs of 536,634 vehicles
had expired between 01 April 2019 and 31 March 2024, the vehicle owners had
neither reported destruction’ incapacitation of their vehicles nor renewed the
RCx, Thus, there was non-realisation of potential renewal fees of $ 8858 crore
leviable for renewal of RC. Further, due 10 gbsence of appropriate checks at the
titme of vehicle registration as well as improper application controls, there was
incorrect categorisation and incorreet entries of the vehicles.

The RTOY ARTO= while issumng permit, fitness cerhificate and Pollution Under
Contral Certificate (PLICC) did not ensure gither comphance to the relevant

Vil



Execniive Simmary

provisions or payment of Government dues. Further, 1,91,977 new vehicles
were not issued any State permit as of March 2024,

There were delays ranging between 31 days to 1,808 davs in issuance of
Contract Carmiage Permits, and Goods Carmiage Permits, These included 4,839
permius where delay was more than 300 days. Though permits of 98619
vehicles had expired. neither the vehicle owners applied for renewal, nor the
BTz concerned took any action 1n this regard.

A total of 499,430 vehicles were operating with expired fitness certificates
which majorty included Transport vehicles and Other Specific Vehicles, The
tofal fees and penally leviable in these cases ol expired [iness amounted 1o
T 980.15 crore. As many of these vehicles were being issued permits, these
vehicles posed a potential threat to road safety.

In case of 39,12,554 vehicles whose PUCC had expired before 31 December
2023, the velicle owners had not got the PUCC of their vehicles renewed as of
March 2024, Moreover, vehicle owners of 6926536 vehicles, registered
betwaen 01 April 2009 1o 31 March 2019, did not get the PUCC of their vehicles
renewed for even a single time during the five years” period from April 2019 to
March 2024,

Vehicles were plying on road without mstalling Speed Governors, High
Security Registration Plate, and Vehicle Tracking System Device in violation
of the extant provisions which poses securitv and regulation risks. Iysis of
toll booth data revealed that vehicles were plving on road in violation of the
extant motor vehicle laws,

There were lacunae i the regulation of Motor Vehicle Aggregators in lerms ol
thewr repistration and compliance to the lerms and conditions of the Guidelines
issued by the MoRTH. As a result of delaved updation of the amended provision
in the VAHAN and SARATHI Applications and incorrect categorization of the
vehicles, there wore imstances of levy of fees at incorrect rates for various fypes
af services. In case of 79,762 duplicate Driving Licenses 1ssued between Apnl
2021 1o Tuly 2023, fees was levied al the rate ol T 200 instead of the reviged fees
of T 400, resulitng in short levy of fees of T 1.60 crore. There was short levy of
lump sum tax recurring tax in respect of various types of vehicles due to
incorrect application of rate of tax or incorrect categorisation of the vehicles
Similarly, there was non-recovery of outstanding recurning taxes, There were
instances of wsue of mappropriate or deficient challans Such deficiencies in the
challans issued reduced the relevance and effectiveness of the enforcement
activities. The Mam/latdar was not posted in eight of the nine selected RTOY
ARTOs on full ttme basiz for recovery of armears of tax as arrears of land
revenue which resulted in slow progress in recovery of amrears, The RTOY
ARTOs did not adhere to the time limits prescribed by the Ports and Transport
Department for providing various motor vehicle related services.

Aundit recommends the following:

I. The Trapsport Depariment showld insfitute mandatory, non-
bypassable awtomaited validation controly in VAHAN and SARATHT

to prevent incorvect data entry, Mook non-compiiant registrations or

%
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cerfifications, and gencrate maonithly dotfa-quality cxcepliolt Fepaorts
Jor BTE-level reviewn,

2, A coordinated statewide enforcement drive showld he lagnched,
cambining RTO and Traffic Police efforts and leveraging e-detection
wl foll plazas, fo systematically identify vehicles with expired fitness,
PUCC or permits and ensure time-honnd compliance and recovery af
Jees and penalfics.

1. A cenfralised monitoring and auction cell shonld be established fo
oversee detained veliicles, supporfed by an anfomated Y0-day auction
trigger in VAHAN and minimam mainfenance standards o prevent
deterioration and safeguard recoverable valne,

4. Appgregator complinnce showld be strengthened by  reguiring
quarterly digital reporting, linking AIN-140 fitment and simulator
Sfacilities te ficence renewal, identifying unregistered platforms
through digital checks, and imposing gpraded penalties for repeated
non-complience.

5. The Depariment should formalise a time-bound correction protocel
with NICaincluding SLAs, a structured change-management log, and
guarterly IT-process integration reviews fo ensure statutory changes
are promptly reflected in VAIHAN SARATHI and prevent revenue or
compliaice lapses,

(Paragraph 2.2)
Compliance Audit Paragraphs
Revenue Department

Short levy of Stamp Dury of 2 12.18 crore in 126 documents duc to
undervaluation of property attributable to application of incorrect Jansrf rates or
incorrect adoption of area,

{(Paragraph 3.1)

Short levy of Stamp duty of T 1.12 crore and Registration Fee of T 10,06 lakh
in eight documents relating 1o several distinet matters within one document.

{Paragraph 3.2)

Short levy of Stamp duty of % 66.26 lakh and Registration Fee of ¥ 2,54 lakh in
bwo documents due e incormest classification of the documenst.

(Paragraph 3.3)

Premium of 2 55.16 crore in 173 cases was non' short levied in cases of
conversion of agricultural land under “new and restricted tenure’ to *old tenure”
for residential! industrial/'commercial'/multipurpose use.

{Paragraph 3.4)
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Conversion Tax of T 37.16 lakh in 11 cases was short! non levied on change in
use of land from Agricultural to Mon-Agricultural purpose and while giving
advance possession of Government land

{(Paragraph 3.5)

In 11 works executed by R&B Divisions, there was overpayment of Price
Variation of € 4.74 crore due to incorrect calculations and payment of PV for
meligible iems of work, incligible period and not l[imiting the payment within
the preseribed ceiling limit,

{Paragraph 3.6)

The R&B Divislon proposed and extended the project completion timeline after
the date of completion of the work and paid bomus of 2 2.40 crore to the
contractor for early completion,

(Parapgraph 3.7)

In two works of the R&B Divisions, cost overrun ageregating o T 2.21 crore
occurred owing to non-finalisation of the tenders due to incorrect adoption of
bid validity peried.

{Paragraph 3.8)

The R&B Division provided road widening at curves 1in excess of the preseribed
Indian Road Congress norms at 99 curnves which led to avoidable exira
expenditure of £ 1.62 crore.

(Faragraph 3.9)

The R&B Division Mo, 1, Surat did not recover electricity charges aggregating
to T #3.05 lakh from Airport Authorty of India, Surat for the electrieity
conaumed by the private parlies! concessionaires al the Airport. Further, due to
delayed initiation of the process for making Solar Phote Voltaic Systern
functional, the R&B Electrical Division. Surat had to pay avoidable electricity
charges of ¥ 62,39 lakh.

{(Paragraph 3.10)
Int certain cases of road widening projects falling within the Wildlife Sanctuaries
and Mational Parks and their Eco=Sensitive Zones, Protected and Reserved
Forests, land was diveried without approval from Ministry of Environment,

Forest and Climate Change, Gol. This constituted violation of established
environmental norms and procedures.

(Faragraph 3.11}

There were instances of issuance of No Objection Certificates for Mon-
Apgricultural (MNA) activities in violation of the provisions of the Eco-Scnsitive
Zone Notifications of the respeetive Protected Arcas(PAs) and State Government

b
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Policy regulating NA activities within the periphery of PAs. Moreover, in
certain cases the District Collector had either granted NA permission without
NOC from the Forests Department, or the NA permissions were not
commensurate with the NOCs granted.

(Paragraph 3.11)

I the cases of diversion of forest land for Non- Agricultural activiries, there was
short levy of Net Present Value of 2 116 crore due to incorrect categorization
of forest or adoption of incorrect rates. Further, in one case there was short levy
of Compensatory Afforestation amount of % 2.94 crore due to adoption of
incorrect Right of Way for the alloréstation.

{Paragraph 3.13)

The Home Department neither estabhished proper storage tacilities for storage
ol seized drugs nor digsposed the drugs expeditionsly as per the procedunes
prescnbed under the Narcotic Drugs and Psychotropic Substances Act and
orders of the Supreme Court. As a result, there were instances of loss and
destruction of the seized drogs as well as delayed dizposal of the drges.

{Paragraph 3.14)

In 590 cascs, Randobast/ cscorl charges were levied at incomect rates resulting
in short levy ol T 2.5] crore.

(Paragraph 3.15)

= ll |.._ I = l _..\_El .\.II I .ﬂ_l.\..:_i =y

Mon-raizing of demand for Dead Kent and Rovalty, and non-realisation of
Royalty and Imerest, resulted in loss of revenue of 1292 crore.

(Paragraph 3.16)

Xit



CHAPTER 1

Introduction






This Report of the Comptroller and Auditor General of India {C&AG) presenis
mallers arising from compliance audil of the Depariments of the Government
of Gujarat (Godr).

Compliance audit refers to an assessment of the functioning and transactions of
the audited entifies to ascertain whether the provisions of the Constitution ol
India, applicable laws, rules, regulations and varnous orders and insituctions
issued by the competent authorities are being comphed with, Thus, compliance
audit evaluates the functioning of entities on matters of regulanty and propriety.

The primary purpose of the Report is to bring to the notice of the State
Legislature, important results of audit. Auditing Standards require that the
materiality level for reporting should be commensurate with the nature, volume
and magnitude of transactions. The audit fndings are expected to enable the
Fxecutive o take corrective actions Lo frame policies and directives that will
lead o improved financial management of the organisations, thus, contributing
to better povernance.

The Chapters in this Repont are stractured as follows:

o This chapter (Chapter 1), in addition to explaining the planning and
extent of audit, provides a synopsis of the audit observations made
during varieus types of audits and also briefly analyses the follow-up of
the previous Audit Reports,

= Chapler IT conlaing results of the two Subject Specific Compliance
Audits (535CAS), namaly, “Department’™s Owversight on GST Pavments
and Return Filing” under Finance Department, and “Functioning ot the
State Transport Authority and Regilonal Transport Offices” under Ports
and Transport Department,

o Chapter [T contains 16 individoal Avdit Parsgraphs on the transactions
of the five Government Departments namely Revenue Department,
Roads and Buildings Department, Forest and Environment Department,
Home Department, and Energy and Petrochemicals Department.

The Principal Accountant General (Audit-IT), Gujeral conducts audit of
14 Departments of Government of Grujarat. This includes audit an the Secretariat
lewvel, the field offices, and autenomous bodies falling under the jurisdiction of
these Departments, Each Department 15 headed by Additional Chicf Scerctary
(ACS) Proncipal Secretary (PS)Y Seerctary, who are assisted by Directors
Commissioners’ Chiel Tngineers and subordinate officers under them,
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The summary of fiscal ranzactions of the Government of Gujarat {GoG) from
2019-20 to 2023-24 is represented below:
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The authority for andit by the C&AG is derived from Articles 149 and 151 of
the Constitution of India and the Comptroller and Auditer General's (Duties,
Powers and Condrtions of Serviee) Act 1971,

o  The C&EAG conducts the audit of expenditure and the audit of receipis
of the Departments of the Government of Gujarat under Section 137 and
Section 16° of the C&AG"s (DPC) Act. respectively.

s [naddition, the C&AG also conducts audit of other Autonomous Bodies
(ABRs), which are substantially funded by the Government, under
Section 14 ol the CAG's (DPC) Aict?,

Principles and methodologies for various awdits are prescribed in the
Regulations on Audit and Accounts 2020 and the Auditing Standards and
tnndelines 1ssued by the CaAG,

Auwdit process starts with the assessment of risks associated with vanous
Government activities based on expenditure incurred. revenue earned, criticality
and complexity of activitics, delegated financial powers and responsibilities,
analysis of internal confrols. and concems of stakcholders. Previous audit
findings are also considered in this exercise. Based on this nisk assessment, the
Irequency and extent of audil are decided.

Adier completion of the audit of cach unil, Inspection Reports (IRs) containing
andit findings are issucd to the heads of the offices. The Departments arc
requested to fumish replies to the audit findings within one month of receipt of
the [Rs, On receipt of replies, audit findings are either settled or further sction
for compliance is advised.

The important audit observations arising out of these IRs arc processed for
incluston in the relevant Audit Reports, which are submitted to the Governor of
the State under Article 150 of the Constitution of India. The data on audi
coverage during 2023-24 15 s follows:

This Section empowers C&8ACT oo andit- () all expenditore from the Conselidared Fund of the Staie
and b0 ascerain whetlsr the moneys shows in the accouris a3 having been disbursed were legally
wilable lor ard applicable to the servico or pucpess o which they have been spploed or chargod and
whether the papenditure conforms te the aulbesity which govems it; (h) ali trensactions of the Siete
pelating fo Comingeney Funds aisd Public Ssomuats; (o) all meding, masbemricg, prodl aml loss
peceas and balance-sheels aod ether subsidiory seceanis kept m any Deparment of e Stal: aod
in each case to repart an the ﬂpzm‘li'rur:. transzciions or accoes so asdited by kim.

This Secrion empowers CEAG o audit all receiptz which ase payahls into the Conzelidsfed Fund of
the Htate and to sabisly himselt that dbe neles and procedures m that behadf we desigmed 1o sscure am
effective check an the asseesment, colle=stion and proper allocatian of revemae and are being daly
chierved apd bo make for this purpose sach cxanination of e aceounts ag he tiaks fic and report
Lheruen.

This Secdion empowers the CRAG to mudit recompis nnd expemditure of (31 o body! mushority
submaatiobly fenuseed by grants or loans Tom e Coasoldaed Fund of e St aod (0 aay body
or aslbardy where the grants or lsans la such body or zutherity from he Canselidatsd Funé ol the
State in 2 finaczial year are pab less than To0e erore, and to report oo the recsipts ol Ependinne
pucleied by luirm,
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In the last fow vears, through performence and compliance audits, Audit has
reparted on:

# Deficiencies in the implementation of various programmes’ schemes,

s Cuality of infernal controls in selected Departments which mpact the
syccess of programmes,

» Deliciencies in matters ol regularity and propriety in the functioning ol

the Departments.
The present Report contains:

Two S5CAs L6 Draft Paragraphs (DPs)
* Finance Department (1) | [+ Revenue Department (5)
« Ports and Transport * Roads and Buildings Department (5)
Department (1) + Forest and Environment Department (3)
« Home Department {2}
* Energy and Petrochemicals Department (1)

1.6.1 Inspection Reports

The Handbook of Instructions for Prompt Settlement of Audit Objections’
Inspection Report 1ssued by the Finance Depariment, GoG in 1992 provides for
the prompt response by the Executive to the Inspection Reporis (TR5) 1ssued by
the Priccipal Accountant General (PAG). The Heads of Offices and higher
anthorities are required to comply with the observations contained in the IRs,
roetify the defects, omissions, ere, and fix accountability promptly, and report
their comphance to the AG within four weeks of receipt of the IRs. Penodical
reminders are issued to the Heads of the Departments requesting them to fumish
the replies expeditionsly on the outstanding paragraphs in the 1Rs.

Audit Committee Meetings (ACMs) are organised between Audit and the
Exoeutive to address the outstanding IR paragraphs and scttle some of them
expeditiously, Ten ACMs were held dunng the wear 2023-24 in respeet of

i
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paragraphs contained in IRs pertaining to seven Departments’ under the three
Audit Management Groups of the Office.

As of 30 September 2024, 1.09% [Rs (4,993 Paragraphs) were outstanding
against |4 Departments under the three Awdit Management Groups, ¥ car-wise
details of IRs and paragraphs outstanding are given in Appendix L

1.6.2 Resulis of Audit
During the course of the vear 2023-24, the Departments concerned:

*  Accepted under-assessment and other irregularities of % %33 crore
invalved in 236 eases, which were pointed out in andit through Inspection
Reports of 2023-24 and earlier, and

* Recovered T 35.63 crore in 191 cases {out of the above 236 cases) at the
instance of Audit,

1.6.3 Suhject Specific Compliance Audits and Paragraphs

Two 55CAs and 16 individual Audit Paragraphs were forwanded to the ACSS
'S/ Secretary of the Departments concerned between January 2023 and August
2025 with a request to send their responses within four weeks.

The replies of the Departments and their response have been duly considered
while finalising this Report

1.6.4 Fallow up of Audit Reports

Rule T of the Public Accounts Commatlee (PAC) (Rules of Procedurs) 1990
provides for furnishing of Detatled Explanation {DE) by all the Departments of
Government to the observations which feature in Audit Reports within 90 davs
ot their being laid on the Tahle of the Legislative Assembly. These DEs are
required o be furnished o the PAC afler vetting by the concermed Accountani
Creneral.

Lo 1 Status of receipt of the Detafled Explanation on Andit Report
paragrapfs

Multiple Audit Reports were placed in the Gujarat Legislative Assembly asz
[ollows:

s  The Audit Reports on Economic Sector and Revenue Receipts! Sector
for the vears 2011-12, 2012-13, 2013-14, 2014-15, 2015-16, 2016-17.
2017-148, 2018-192 and 201%-22 were placed in the Gujarat Legislative
Assembly in April 2003, July 2004, March 2015, March 2016,
March 2017, March 2018, December 201%, September 2020 and
March 2025, respectively.

2

[i¥ Finnnce, [ii) Forest osd Envicowment, (ifi] Home, (v [ndustties and Mines, {v] Pors and
Tramspurd, ¢vi) Bevenue, (v} Boads asl Butldings.




Chrapter I fairediction

= FHive Standalone Performance Audits for the yvears ended March 2020
{ome Report), March 2021 {(two Reporis), March 2022 (one Report), and
Murch 2024 (one Report) were placed in Seplember 2022, March and
September 2023, March 2023, and September 2025, respectively.

These Reports included paragraphs” peraining to 11 Departments, as detailed
in Table 1.1 below:

Table 1.1 Details of paragraphs included in Awdit Reports and DEs received

Mamc ol Aodil 2008 201 DoAF zogd  BOO% B00G  La0T  BMIA @09 2030 B0M1  283%. Uil DéEs
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*ES: Keanonmic Secter, B3 Revenue Receipts’ Revenue Sector, SPA: Slandalone
Performance Auadit Report,

Oul of 333 paragraphs tor the years 2011-12 o 2023-24, DEs for 303
paragraphs have been received up 1o September 2025, No DEs for the remaining
30 paragraphs’ have been received as of September 2025,

L6.4.2  Discussion aof Audit Reports by PAC

The status of discussion of the Performance Audit (PA) and Compliance Audit
(CA} paragraphs from wvarious Awdit Reports, by the Public Accounts
Committee {PAC) was as under:

I dacie 8 pagagrupll pootana s e twoobilivrent Depon s, e s as e conswdered 2 o soparbis
paragruph under each Department.

MIG-17 -:]"i'.-.*.Il.lrngr:ur.h:'!_ TR (Hix pn|1|3r.'|1l'_-;|. MIE 19 Twn |tu:':13rn|:-hs'§_ D27 (Rinteen
pearzpruplisy, 202524 (one paragmpl.




Avealit Regenrt fore e peried exded March 2024 - Repord Mo, 1 of 2028

Table 1.2: Status of discussion of PASCA Paragreaphs by the PAC as on 30 Seplember

225
FPerind of Audil Mumber of PAS T A pilr.’tg'l’.i-lph.i
R-L'[.mll A ppea red in Audit Fh_-pilrr Faru gr:gph'-; discirssid
PA CA FA CA
Ml 1-12 1 77 1 i
00213 3 A0 3 ET]
Mi]5-14 <] 54 3 54
201415 2 7] 2 ]
M 5-16 2 26 2 25
01617 1 75 i D
2N T-IE 1 27 f 0
201519 1 26 1 22
M50 1 il
0202 2 14 I y
2021-22 1 il
2p23-T4 1 LA 00 (N
Tatal 1% 114 12 239

Source; Cormpiled baced on the discossions of PAC on the Avdit Beports,

Stnce 2001, the office of the Principal Accountant General {Audit-11), Gujarat
15 in receipt of 22 Reports of the PAC of ditferent Legislative Assemblies (as of
September 2025), These Reports contained 72 recommendations, in respect of
audil ohservations [eatured in Economic Sector and Revenue Seclor’ Recerpis
Audit Reports, pertaining to 11 Departments®.

However, as of September 2023, Action Taken Motes (ATNs) in respect of 61
recommendations were yet to be recerved from the Departments concerned
Thus, there was delay on the part of the State Government Departments (o act
on the recommendations given by the PAC on the andit observations,

Pl Agmiewdiare and Cooperation (e, U5 Eeerpey and Pelrochunlcals (eeebtl, Gl Fioanes (livel,
[iv] Foresis ond  Eoverooment  {twal, v3 Heme fonel (vi] Industmies aed  Mioes  (fhneej,
(vl Enformnting and Beosdeasiing (one), (viiid Ports and Transpar (183, (i) Bavenue {14, [x1 Beads
and Buitdugs (], and (x2) Wirter Resomees (vl




CHAPTER II
Subject Specific Compliance Audits






The introduction of Goods and Service Tax (GST) has replaced multiple taxes
levied and collected by the Centre and States. GST, which came into effect from
01 Juby 2017, iz a destination-based consumption tax on the supply of goods or
services of both levied on every value addiion, The Centre and States
simultanecusly levy GST on a common tax base. Central GST (CGST) and Stale
GST (SGSTY Union Territory GST (UTGST) are levied on intra-state supplies,
and Integrated GST (IGET) is levied on inter-state supplies.

Section 59 of the CGET! 8GST Act stipulates GST as a self-assessment based
tax, whereby the responsibility for caleulating tax hahility, discharging the
computed tax habkilily and Qling relums 35 vesied on the taxpayer. The GST
returns must be filed online regularly on the common GST portal, failing which,
penalties will ke payable. Even if the business has no tax hability during a
particular tax period, it must file a nil return mandatonly. Section 61 of the Act
read with Rule 99 of CGST/ SGST Rules stipulate that the Proper Odficer may
scrutinize the rtefurn and related particulars  furnished by taxpayers,
cofnmunicate discrepancies to the taxpavers and seek an explanation. Further,
Section 63 and 66 of the Act empowers the Department to carey out an audit or
special andit of registerad persons,

This audit was taken up considermg the significance of the contral mechanism
envisaged for tax compliance and the oversight mechanism ol the Gujarat State
Tax Department {Department), in this new tax regime.

This audit was oriented towards providing assurance on the adequacy and
etfectivencss of svatems and procedures adopted by the Department with
respect (o tax compliance under the GST regime. Audit of ‘Depariment’s
oversight on GST Payments and Return liling” Phase-1T was taken up with the
following audit chjectives to seek an assurance on:

i, Whether the males and procedures were designed to secure an effective
check on tax compliance and were being duly observed by taxpayers! and

1. Whether the scrutiny procedures, inlemal awudit and other comphance
functions of the Units were adequate and elfective?
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This 55CA was predominantly conducted based on data analysis, which
highlighted risk areas and red flags pertaining to the pericd April 2018 to
March 2021. Through data analysis, a set of 16 deviations were identified across
the domains of Inmput Tax Credit, Discharge of tax hiability, Registration and
Return fling. Such deviations were followed up through o centralized audit
(Limited Audit)', whereby these deviations were communicated to the relevant
jurisdictional Joint Commissioners of State Tax and action taken by the
Jurisdictional Formations on the identificd deviations was ascertained without
invalving ficld visits, The centralized audit (Limated Audit) was supplemented
by a detailed awdit invoelving lield visils for venfication of records available with
the jurisdictional field formations. Returns and related adachments and
information were accessed through the Bowel application - the back-end
application of the Department as much as feasible to examine data’ documents
relating to taxpavers (viz, registranon, lax payment, tetumns and other
departmental functions). The detailed audit also nmvolved accessing relevant
granular records from the taxpayers such as invoices through the respective field
tormations. The audit also consisted of audit of departmental formations which
involved a review of the compliance functions in the selected Gharaks {Linits),

The review af the scrutiny of retums done by the Department and verfication
ol taxpavers” records coverad the period from April 2008 1o March 2021, while
the audit of the functions of selected Units covered the petiod 2020-Z1. The
field audit for detailed audit amd range audit was conducted between
January 2024 and January 2023,

The Entry Conference of this audit was held m April 2024 with the Principal
Secrelary, Finance Department in which the Audit Objectives, sample selection,
Audit Scope and methodology of all the three categories of audit (Audit of units!
Limited andit’ Detailed audit) were discussed. The Exit Conference was heid in
May 2025 with the Principal Secretary, Finance Department in which the andit
findings were discussed. The views expressed by the State Government and the
writlen replies 1o the draft report, received up to June 2025 have been suilably
incotporated in the relevant paragraphs.

A data driven approach was adopted for planning as also. to determine the natare
and extent of substantive gudit. The sample for this SSCA comprised a set of
deviations identificd through data analysis for contralived audit that did not
invalve [eld visits; a sample of laxpayers Tor detailed audit that involved Qeld
vizits and scrutiny of axpayer’s reconds al departmental premises; and a sample
of Units for evaluating the compliance functions of the Units.

The eentralized andit did ot isvalve secking faxpaver’s ginnlar reconds auch oz financial slateipenss
sedabud bedipor pecuants, lnvoioo, agrvomnls sic,
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There were three distinet parts of this andit as below:
i) Part I - Audit of Units

10 Upits® with jurisdiction of at least one selected sample of cases for detailed
audit were considered as the sample of Unitz for evaluation of their oversight
functions for the period 2020-21.

(i) Fart 1T - Centralized Audit (Limited Aundit)

The sample for centralized audit was selected by identification of high-value ar
high-risk deviations from rules and inconsistencies between returns through
data analysis for evaluation of the adequacy and effcctivensss of the serutiny
procedure of the Depariment, Accordingly, 738 samples (346 laxpayers) of
I & differsnt dimensions were selected for centralized audit.

(iify  Part 111- Detailed Audit

For Detarled audit, 65 taxpayers were selected on the basis of risk parameters
such as excess [TC, ax liability mismatch, ITC reversal in proportion of
exempted tumover to total ternover and irresular [TC reversal. It was conducted
by accessing taxpayers’ records through Boweb and seeking physical reconds at
the Units for evaluation of the extent of tax compliance by taxpayvers.

The source of audit criteria comprised the provisions confained in the Gujarat
Goods and Services Tax (GGST) CGST Act. 1GST Act and Rules made
thercunder. In addition, the notifications and circulars 1ssucd by Statc Tax
Depariment, Gujaral! CBIC {Central Board of Indireet Taxes and Cuosloms)
relating o Dling of returns, nolifying the elfeclive dates of liling of various
returns, extending due dates for filing returns, rates of tax on goods and services,
payment of tax, availing and utilizing 1TC, scrutiny of returns and oversight of
tax. compliance and Standard Operating Procedures (SOF)  containing
mstruetions o departmental officers, on various aspeets such as non-Gling of
returns, cancellation of registrations efe. also [ormed part of the audit crilena.

The role of the Unils is to ensure compliance by taxpayers in respect of accuracy
of the taxable value declared, caleulation and payment of tax liabilities, filing
of retumns, efe. The Units have a broad set of functions to be exercised in this
regard, which were asscssed as a part of this audit,

Three potential audit aress were wdentificd, viz (1) Oversight on tax payments
(ii} Owersight on Registration and Cancellation of Registration  and,

Ok af waral 193 Lnins.
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(1) Oversight on return filing, Accordingly, relevant reconds and information
for the period 2020-21 were requisitioned from the selected 10 Units®.

Audit sought (o examing the oversight of tax paymoents by reviewing the process
of scruliny of retumms in the Ghataky (Units) by randomly selecting minimum of
30 scrutiny cases from each of the 10 Unil offices selected. Out of 315 scrutiny
cases requisitioned, one unit® did not produce one case.

Asper Section 61 of the GGST Act, the Proper Officer may scrutinize the return
and related particulars fumished by the remistered persom o venly the
comrectness of the retum and inform him of the discrepancies noticed, if any, in
such manner as may be prescribed and seek his explanation thereio,

In 10 Unit Offices, out of 314 cascs scrutinized by the Department, Audit
observed compliance devistions amounting to ¥ 1,39 ¢crore in 13 cases®. The
deviations were of the nature of shorl reversal of ITC, non-payment of ROCM,
short payment of tax due to miselassification and short levy of interest.

When this was pointed out (March-November 2024), in three cases® recovery
of ¥ 1.50 lakh’ was made. In one case® the audit ohservation was not accepted
and it was stated that the case was adjudicated by the Central Authority and
under Section 6{2)(h) of the Act. once a Proper OfTicer initiates action under the
Act, no Proper Officer ghall initiate action on the same subject matter. The reply
is pot acceptable as the adjudication by the Central Authonty was for period up
to September 2020, Hence, action to determine the correct tax amount payable
during the period Cetober 2020 to March 2021 vests with the junisdiction of the
State Authorities.

In the remaining nine cases”, reply was awaited (June 2025). One illustrative
case is featured below.

Scction 30 of SGST Act stipulates that every person who 15 hable to pay tax in
accordance with the provisions of this Act or the rules made (hereunder, but
fails to pay the tax or any patl thereof to the Government within the period
prescribed, shall for the period for which the tax or any part thereol remains
unpaid, pay. on his own, inferest at such rate, not exceeding 18 per cent, a5 may
be notified by the Government on the recommendations of the Council,

ACST: Almedabad Uni-05, Uain-20, Usic-21, Gandlimagar Uni-24, Yasagar Unie-31, Vadodars
Unit-41y, Surad Unit-38, Valsad Unis- 70, Ragkol Unit-32 and Bhuj Ui 102
o ADET Ahmedabed Unit-2
OAUST: Abmedabad Unic-Bs, Unic-20, Uniz-20 Jikess cazes), Gandhinagar Unit-24 (two casss),
Vigsmager Unal-2 1, Waododzra Umif-d0 {ewe cazes) and Valsal Lnil-70 [Bree cases).
ALST: Ahmedzbod Liais-20, Velsad D70 (reee czses),
Hocovery momwaitd i3 3 L4232 75840 8 6,008 £ 67,
ACST Walsad Unis-T,
ACST: Ahmedabad Uanit-id, Lnic-21 fthree cases), Candbinoger Unic-22 (owo eoses ), Visnagar Llieil-
31 and Yadodarn Unsi-44 (s casesi,

w mm a
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In Unmit-20, Ahmedabad, Audit observed (March 2024 that the Proper Oflicer
had computed interest Hability of ¥ 5.95 lakh, however, in ASMT-10, the Proper
Oificer had taken interest ag 2 3.27 lakh only, Further, the taxpayer had already
paid ¥ 1.24 lakh interest before issuance of the ASMT-10 and paid interest
of T 3.27 lakh on 1ssuance of ASMT-10, This had resulted in shont payment of
interest by T 144 lakh due tonclusion of incorrect amount of inlerast,

When this was brought to notice (March 20243, the Department stated
(April 2025) that the differential amount of interest was paid (April 2024) by
the laxpayer.

As per Section T8 of GGST Act, 2017, where any amount 15 pavable by a
taxable person in purspance of an order passed under the Act, such person shall
pay the amount within a pertod of three months from the date of service of such
order fatling which the Proper Officer shall initiate recovery procecdings.

Audit observed (March 2024 10 December 2024} in six Unit Offices, that the
demands amounting o % 1,70 crore tmised by the Proper Officers in
eight cases’ during the peried on completion of the adjudicetion proceedings
during the year 202223 were pending recovery.

When this was brought to notice, in three cases'' the Depariment repliced
(April 2025) that demand was recovered and in the remaining five cases'?, reply
was awanled (Tune 20250 An illustrative case 15 given below:

In Unit-24, Gandhinagar, Audit observed {August 2024) in the case of a
taxpayer for the year 2020-21, that the Proper Officer had issued {August 2023)
DRC-07T after adjudication procecdings for an amoumt of 2 0018 ¢rore but
recovery of the same was pending, When this was brought to notice, the
Department rephed (Apnl 2025} that amount of (.12 crore, out of
T 018 crore, had been recovered and that the action for recovering the
remaining amount is being actively pursued. Further reply was awaited
(June 2023).

Any person involved in the supply of goods or services subject to the threshald
limiit"® of wrnover in a financial vear: a person selling goods or services through
AN e=COMmINerce OPerator; an e-commerce operator required to collect tax ai
source; an Input Service Distributor, efe. 18 liable to be registered under the
GGST Act, Further, under the GGST Act, 2017, the Proper Officer may cancel
the registration of a person gither on his own motion or on an application by the
registered person. On cancellation of registration, the taxpayver is required to file

ADKT: Ahmedsbad Usie-%, Uns-20. Unie-21 [ts cages), Gandhingeal Unii-24 1two cases,
Waillailara Umit-40 and Suoral Tnil-55.

ACST: Ahmedebud Uniz-20 apd Sandhimagar Unil-22 cous of tag cases, it one ¢azs there was pariol
powiery o € 1159 lakls),

ACET: Almedzhad Unit-3, Unit-21 (two coses), Vadodars Unit-40 and Surad Uinat-58.

Tumover in g finaneial yeger exceeding ¥ 40 Inkh and 20 fakh for supply of gosds and sapply of
servives tespoctively under the GGET At
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inal return in GSTR-10 and o pay dues, il any. Auodit findings related 1o
cancellation of registration in the selected 10 Units is discussed in succeeding

paragraphs,

As per Secthion 29 of the GGST Act, 2007 the Proper Officer may cancel the
registration of a person either on his own motion of on an application by the
registered person. Rule 22 provides that the decision on application for
cancellation of registration should be taken within 30 davs by the Proper
Officer, Further, as per the State Tax Department guidelines'? the Proper
Oficers shall immediately accept the application for cancellation in Form REG-
16 submitted by the registered person and issue the order for cancellation in
Form GS'T RE(G-19 and in such cases, the ¢ffective date of cancellation would
bc as sought by the applicant in his application but, it cannot be a date carlier to
the date of application.

Further, as per Section 30 of the Act, a registered person whose registration is
cancelled by the Proper Officer on his own motion under Section 2% of the Act
may apply for revocation of the cancellation of registration within thirty days
from the date of service of the cancellation order in Form GST REG-21 under
Rule 23 of the GGST Rules, 2007, Where the Proper Officer 15 satisfied, that
thete are sufficient grounds for revocation of cancellation of registration, he
shall revoke the cancellation of registration by an order in Form GST RE(3-22
within a period of thirty days from the date of the receipt of the application,
Audit observations on cancellation of registration are discussed in the following
paragraphs,

. Delay in ixsuance of cancellation order

Audit observed (March 2024 1o December 2024) in nine Units"® out of the
10 selected Unit Offices, that out of 4,983 cancellation orders ig3ued during the
year 2020-21 by the Proper Officers bascd on application for cancellation in
Form REG-16, in 1,237 cases (24.82 per cenr), the cancellations orders were
issued by the Proper Officers with delays ranging from one day to 997 days.

O thig being brought to notice {February 2024 to December 2024}, five Ut
Offices'® in five cases while accepting the facts stated {November 2024,
April 2025 to June 2025} the following,

{1} In respect of 273 cases, pertaining 1o two Unit Offices'”, it was stated
{May-Tune 2025) that the delays were procedural bke 1ssuing notice,
allowing response time 1o @axpayvers, thorough verification of
outstanding dues and constraints like Departmental worklead. Further,
it was stated that oven though report of cancellation erders in REG-19

H Sante Tux Deparment Cireulor Mo, 6902008 dated 26 Oeraber 2018,
HOACST: Abmedabuod Unal-05, Uni-20, Urit-21, Gaedbioagar Unil-24, Vododssa L=+ Saiul
Vlnat-58, YWalsad Unot-70, Rajkot Uniz-S2 and B Une- 1R
oACST Almedebad Unig-0e5, Uien-20, Candhinogar Unir-24, Valead Uwie-70 pud Bajked Una-92
2ACST: Ahmedsbad Lois-20, Radkot Ueit-47,
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for the swo mofe cases were nol available, bul action was laken timely,
It was added that monitering mechanism and Department’s internal S0P
has helped expedite cancellation process and mitigation of any polential
risk of misuse,

(it Inrespect of 85 cases, pertaining 1o two Unit Offices'® (April and June
2025} the delays could be attributed o the absence of an established
mechaniam on the GST portal to ensure issue of orders in REG 19 within
30 days from application, admunistrative challenges like manpower
shonmage, iransfer of Proper Officers (o other jurisdictions and techricsl
delay in transfer of sk from one officer w other, technical glitch and
ervors an GST Portal efe. and claimed that there was no loss of revenue,
However, it was siated that Rule 21A suspends the tlaxpayers’
registration trom the date of submission of application ensuring that the
taxpayers don't ¢ircumyent the pavment of tax during the period therehy
profecting Government Revenue.

(1) In respect of 56 cases of ong Unit Office, ' it was replied (June 2025)
that the application is deemed approved where action is not taken and
stated that during the year 202021, 55 cases were deemed approved and
claamed that the data obtained from MIS Report was not correct.

The reply 15 not acceptable as the Proper Officers have to adhers to the
time limit preseribed under the Rules and the Departmental instructions
contained in the guidelines. Moreover, the Rules do not provide for
decmed approval and it is recommended that Department may consider
taking up the issuc of incorrect MIES Repont data.

Four Units®™ in 823 cases stated (March-December 2024) that detailed reply
would be furmshed n due course. [Mowever, further reply was awaited
(June 2025).

it Irrepularity in adopting effective date of cancellation of registration

Audit observed (March 2024 to December 2024) 1o the 10 selected Umt Offices,
that out of 5,295 cancellation orders issued during the year 2020-21 by the
Proper (HTicers based on the application for cancellation in Form REG-I6, in
4 470 cases (84,42 per cent), the Proper Officers had cancelled the registration
with effect from a date prior to the date of application.

When this was pointed out, four Unit Offices”! did not accept the audit
observation and the contention of thesc offices 15 as under:

(i) Tn respect of 787 cases of three Unit Offces™, it was replied { April- May
2025) that the field for effective cancellation date requested by the
taxpayer was non-cditable.

¥ ACST: Ahmedgbod Unis-65, Gandhinagor Unii-24,

HOAUST. Valsad U700,

A ACET Ahmedabod Umit-2 1, Vadedara Unal-40, Sumad Unil-38. Bhuzj Dlrat-102.

ACST. Almedsbad Linis-20, Grindhiagar Uai-24, Visoagar Unit-31 anid Valsad Uni-70
2OACET: Ahmedabad Dait-20, Gemndhmnagar Unir-24 aeal Valsad U0,
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(it} In respect of 293 cases in one Uit Office®®, it was rephed (November
2024) that the registration number gets antomatically suspended from
the date on which the taxpayer applied for cancellation in GST portal
and the competent authority cancelled the registration from the date of
filing refurns.

The reply 15 not acceplable as the circular had restrained cancellation of the
registration from a date prior to the date of application for cancellation by the
taxpayer. Further, Depanment may consider taking up the issue of non-
cditability of the ficld with GSTN.

Further, six Units ** in respect of 3,390 cases® stated (March 2024 - June 2025)
that detailed reply would be furmnished in due course. Further reply was awaited
(June 2023}

i, Delay in filing of revocation application by the taxpayer

Audit observed (March 2024 to December 2024) that in the 10 sclected Units,
out of 5,355 revocation orders issued by the Proper Officers during the vear
2020-21, in 3,923 cases (13.26 per cent), the taxpavers had submitted the
application for revocation of the cancellation of registration in Form GST REG-
21 atter the preseribed time period of 30 days specified in Rule 23, The delay
in submitting the application for revocation ranged from one day to 937 days.

When this was pointed out, one Unit Office® accepted (April 2025) the audit
observation. However, four Unit OfMices®” did not accept the audit observation
afd stated as under:

i In respect of one Unit Office™ [nvolving 66 cases 1t was replied (May
20235) that reasons for the delay could not be identified due to a svstem
related issue, but in all the cases, the application for revocation of
cancellation of regmstration were submitted wathin the prescnbed time
lirmit.

The reply was not supported by details such as date of application for
revocation and date of service of cancellation order in respect of the
ahove cases,

(i) In respect of 396 cases of one Unil OMfce™, it was rephed (November
2024 that at the relevant point of time, there was no robust mechanism
to restrict taxpayers from filing applications for revocation of
canccllation in Form GST REG 21 after the prescenibed time period of
thirty days from the date of cancellation and the porlal would

ACET: Yismagar Umit-50,

Mo ArmT Ahmedshad Unst-05 Unis-20, Vadedars Unit-20k, Surat Unit-58, Raikat Unig-52 and Hhaj
Unit-L02,

This melude: reply in respect of 923 cases of AUST Rajkot Urit-52 which wax nal relevant G the
sl abseraation izsusd.

0 ACST Gandbloagar Lii-24.

3 ACST: Ahmedebud Ugid-05, Unit-20, Velsad Una-70, and Rajket Uml-92.

¥ ACST: Ahenedebad Unis-20,

0 ACST: Ahmedsbad Uoms-05s.
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(i1}

(iv)

automatically generate 1asks in the login of Proper OMTicer leading to
processing of such applications.

'Ihe reply is not tenzble as the Proper Officers were required o process
the applications in accordance with the provisions of the Rules and
reject such delayed applications,

In respect of 317 cases of one Unit Office™, it wes replied {June 2025)
that revocation could be submitted within 90 days from cancellation and
tor delay. the application for condonation 1s to be made to the DUST,
Further, the time for applving for revocation of applications made for
cancellation of registration between 1.3,2020 1o 31,8, 2020 was exiended
Gill 30.9.2021 vide notification’’. Sirmilarly, in respect of cancellation of
registration issued up to 31.12.2022, the time lmit for filing application
for revocation was extended by notification™ till 30.6.2023.

The teply is not tenable as the amendmens™ to Rule 23 extending time
lirmit to Y days was not applicsble during the peniod under review.,
Further, the Department has not provided the number of applications
received for condonation cut of the 317 delayed cases and the number
of condonations granted by the Competent Authority.

In respect of 370 cases of one Unit Office™ it was replied (June 2025)
that taxpayers were allowed extension of the time hmit for filing
application for revocation by Circular instructions.

The reply 13 nol acceptable as the notification granting the extension of
time limit for applying for revocation was subject to the taxpayers
fulfilling certain conditions and the reply docs not specify the number of
cases that fulfilled the extension criteria,

In the remaiming 2,211 cases™ of five Umit Offices’ reply was awaited
(June 2025).

iv. Delfay in revocation of cancellation

Audit observed {March 2024 fo December 2024) in nine Units™, during 2020~
21, out of 1 selected Unit Offices that out of 4,773 revocation orders issued by
the Proper Officer, 643 orders were 1asued with delays ranging from one day to
546 days.

T ACET: Valsad 1nit- 70

U Wification 3402021 Jf 298 2021,

W Wosifcaiion 2 HIZE of 3132025

Ty Natification Mo, YEZO2L0T daced 04082023,

HOACST: Hajkot Uiie#i2.

T GET Cirewlar i, LERARZEET duted TR03.2021,

¥ Ineludes reply in respoet of 512 ensed of Visnagar Unis-31 and Sumt Unit-58 which were not relevant
S s sl wbservatioa fsswald,

T ACST: Almedzhad Unit-21, Visnagor Uncl-231, Vadodara Unit-40, Sarat Unit-58 and Bhug Hanig- 102

BOACET, Abmedabad Uni-05, Uni=20, Lsit-21, Gaedhioppar Uni-E2, Vododaza Uhiit-0, Sueat
Uloi-5#, Walsa Uno- 3, Bajkot Unit-%2 aed Bhud Uni-102.
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When this was pointed out, one Tnit Office™ accepled (April 2025) the delay.
Further, four Unit Offices™ in 226 cases, stated the following.

(1)

(i)

(it}

(iv)

In respect of 79 cases of one Unit Office™, it was replied (November
2024} that at the relevant point of fime, there was no robust mechanism
b0 restmicl taxpavers from fGling appheations for revocalion of
cancellation in Form GST REG 21 after the prescribed tme period of
thirty days from the date of cancellation and the portal would
automatically penerate tasks in the login of Proper Officer leading to
processing of such applications and added that delay in issuance of
cancellation order have been streamlined.

In respect of one Unit Office™ involving 74 cases, it was replied (June
2025 that the process of revocation involved verification of the place of
business. transactions and account books, details of fax paid ere. and
applicant trader is allowed time for their submission.

In respect of 48 cases of a Unit Office® | it was replied (December 2024)
that the DCST of the Range, on the recommendation of the ACST, i35
authorized to revoke an oeder of cancellation and the process of
obtaining approval takes time.

The reply 15 not acceptable, as the Proper Officers are required to process
the revocation application within the time frame laid down in the GST
Eules.

In the case of one Unit Office™ involving 25 cases, it was replied (June
2025) that i 15 cases, delay was attributed to the shifting of the otfice
to new location and in the remaining cases the revocation orders were
issued after seeking taxpayers’ reply within the time preseribed of 60
davs.

Further, four Unit Offices™ in 321 cases™ stated (March-November 2024,
May 2025) that detailed reply would be furnished in due course. Further reply
was awaited (June 20233,

Where the taxable person whose GST registration 18 cancelled or surrendered
under Section 45 of the GGST Act 2017, farls to file the final return® within the
stipulated three months, a system generated notice in Form GSTR-3A is issued

" ACST Oandhinagar Unit-24,

W ACST. Ahmedabad Unis-05, Saral Daar-5%, Valesd Do 70 and Bapzes Uns-92

O ACST: Ahmedzhad Lnig-s.

2 CACRT: Rarket Linit==2

W ACST: Suarat Unit-S8

HWoOACST: Valsad Unil- T

O ALST: Ahmedebnd Unis-20, Unii-21, Yadedarn Unii-3r and Bhj Unat-102,

B Thas meludes reply ogespeet ol 27 cases of Alasedubsd Unie-20 widels was non pebevaiet 1w s
abzervalion.

GETR-10 which provides the statemmend of stocks Beld by taxpayer on the diy immaediniely precading

b ddae froam wlhich vanscllation is made siliezive.
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to the taxpayer. The Department clasified through Circular™ that where the
taxpayer does nol file the final return within 15 days of receipt of the notice, the
Preper Officer may proceed to assess the tax liability of the said person to the
beat of their judgment under Section 62 of the Act, 1aking into account all the
relevant material available or gathered and 1ssue an assessmenl onder in Form
ASMT-13, Audit noted the instances of noen-Aling of final return and non-
recovery of tax from the cancelled registrations which are discussed below.

i. Non-filing of final return (GSTR-11)

Audit observed (March 2024 1o December 2024) in 10 selected Unit Offices,
that 4,378 axpayers oul of 4,486 axpavers had not filed their final relum in
Form GSTR-10 as required after cancellation of therr registration during the
pericad 2020-21. However, no follow-up action was initiated by the tax officers
in these cases.

Om this being brought to notiee, four Unit Offices™ accepted (April 2025 - June
2025) the audit observation in 2,361 cases and, one Unit Office™ stated {June
2025) that out of 306 cases, the taxpayers had not engaged in any business or
did not have any stock with them in 104 cases. Taxpayvers were not required Lo
file GSTR-10 in five categories’ and action had been initiated and notice issued
in all the remaining cascs,

The reply was not tenabie as the Rules do not exempt taxpayers who do not have
stock or have not availed any inpul service from fling GETR-10.

Further, five Units™ in 1,711 cases stated (March-December 2024) that detailed
reply would be furnished in due course. Further reply was awaited (June 2025},

it. Non-recovery in cases where cancelled taxpayers did not file GSTR-10

Audit observed (March 2024 to November 2024) in case of three taxpavers
under the jurisdiction of three Unit Offices™ that the Proper Officers had
s madee cancelled the registration of these taxpayers. These taxpayers had
declared tax liabiliy of 2 0.25 ¢crore in GSTR-1 and had a credit balance totaling
£0.33 crore in their cloctronie cash ledger! electronic credit ledger, but no
follow up action was taken (o assess and recover the dues.

When this was pointed owt, the JOSTs accepted (April 2025 and May 2025) the
audit observation in two cases™ and recovered T 0.15 crore. In the remaining
one case. reply was awaited (June 2023).

1 Cirewdnr e, 9200 B dated 24, 02018
O ACST: Ahmedabad Unis-20, Gandhisagor Unin-24, Yesnapar Unin-2 1, and Raghot Unt-92
OACST: Valsad Uil 70,
B Impat Service Drisiributor, Neo-residentiol waspeyer, Person required wa deducy TDS (Section 31,
Pegavn eeguared te colleet TCE (Soaboe 32 und Composilbon apayr.
#ACST: Almedzhad Unit-08, Unit-21, Wededora Unit-40, Surat nig-58. Bhyy Unel- 102
YOACET. Ahmedsbnd Linis-20, Wododazs Llsic-=30, ansd Valsed Leie-10,
#ooACST. Almedabad Lioi-20 (partally socovsned ) sl Yalsad Uei-70,
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i. Erronecus MIES Report of GSTY

Goods and Services Tax Network (GSTN) and the Department’s back-cnd
portal play integral roles in facilitating the scamless process of retum filing and
return matching under the GST regme. Hence, monitoring of the various
processes incloding return fling, tax payments, scruliny process, efc, are of
utmost impontance, which can be achieved through a robust MIS Reporting
sysiem 1n place.

Audit observed {March 2024 (o December 2024) in the 10 Unit Offices selecied
for audil that the system geperated MIS Reporl for List of Revocalion
Application for the year 2020-2] exhibited the following discrépancies:

. In 4.966 cases perfaining to 10 units, same data was displayed n the
fields for the date of application for revocation and the date of service of
the order of canccliation indicating that the taxpayer had filed the
apphication on the same day, the cancellation order was served.

. In 217 cases pertaining to eight units, date of cancellation of orders was
Missing.
- In 4,304 cases pertaining to 10 units, multiple revocation applications

filed by the taxpayer on vanous occasions carried the same Application
Reference Numbers (ARN).

Om this being pointed cut, six Unit Offices™ in 2,664 cascs accepied the audii
observation and stated that the MIS report was erroneously reflecting the date
of application for revocation same as the date of serving order of cancellation
due bo technical ermor and that the matler has been intimated o the concermed
authority.

In remaining 2302 cases of four Unit Offices™. the reply was awaited
(Jume 2023).

Audit analyzed GST retums data pertaiming to financial year 2008-1% to
2020-21 as made available by GSTKN. Rule-based deviations and logical
inconsistencies between GST returns filed by taxpayers were identified on a set
of 16 parameters, which can be broadly categorized into three domains viz
Return, ITC and Tax payments.

Y ACST: Ahmedabad Unit-05, Tne-20, Ganchmagar Una- 24, Visnagar Drit-3 1, Valsad Unal- 70, and
Rajkal Llkic-%2,
o ACST: Ahmedsbad Unis-21, Yadodasa Unit-40, Surst Undl-58 and Blug Unie-102,
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Ot of the 13 prescribed GST returns ¥ the following basic returns that apply
to normal axpayvers were considered for the purpose of identifving deviations,
meonsistencies and mismatches between GST returns! data;

GATR-1: Monthly return furnished by all normal and casual registered
laxpayers making oulward supplies of goods and services or both and
containg details of outward supphes of goods and services.

GHTR-38: Monthly summary return of cutward supplies and inpurt tax
credit claimed, along with payment of tax by the taxpayer to be filed by
all taxpayers cxeepl those specificd under Scetion 39(1) of the Act. This
15 the return thal populates the credit and debits in the Electronic Credit
Ledger and debits in Electronic Cash Ledger.

GETR-6: Monthly return for Input Service Distnibutors providing the
details of their distnibuted input tax credit and inward supplies.

GHTR-%: Monthly return to be filed by the ¢-commeres operators who
are required to deduct TCS (Tax Collected at Source) wnder G5T,
mntraduced m Oetober 2001 8.

GETR-%: Annual return to be filed by all registered persons other than
an Input Service Distributor (15D, Tax Deductor at Sowrce’ Tax
Collector at Source, Casual Taxable Person and Non-Resident taxpayer.
This document contamns the details of all supphes made and received
under various tax heads (CGST, SGST and 1G5T) during the entire year
along with turnover and andit details for the same.

Further, following statements were 2lso relied upon for identifving deviations,
ineonsistencics and mismarches between GST retums/ data,

GSTR-9C; Annual audit form for all taxpavers having a turmnover above
T five crore in a particular financial yvear. It 15 basically a reconciliation
atatement between the annual returns filed in GSTR-Y and the taxpayer's
audited annual financial statements.

GHTR-2A: A system-generated statement of mward supphies for a
recipient. I contains the details of all B2B transactions of suppliers
declared in their Form GETE-1/ 3, 18D details from GSTR-G, details
from GSTR-T7 and GSTR-8 respectively by the counterparty and import
of goods from overseas on bill of entry, as received from ICEGATE
Portal of Indian Customs,

1

GETR-1, GSTR-IE, GRTR-4 {tmapavers under the Composition schemel, GSTR-5 {kon-reziden
turdble pomon), GSTE-ZA (Now-ssbdent DIDAR secvice providess), GETR-5 (lapul sorvice
disinbatar), GSTRE-? {axpuyers deducting TS}, GETR-E (E-cammerce operater), GETE-9 (Anmual
Reture], G5 TR- 10 (Final remam ), GETR-11 dpessoan having UTH and elaioming @ refacd ), CWP-08, and
FTC-08 [ Statemuent bo be Dbsd by priocipal aboul detaals of goods seal e meceived lrom a job-workez)
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The data analysis pertaiming 1o State jurisdiction on the 16 identified parameters
and extent of deviations” inconsistencies ob2erved are summarized in Table 2.1,

Tahlke 2.0 Summary of dafa analysks

Mumber Amaunt
il [T in crore)

Farameier

Algorithm used

DBomain: ITC

deviations

1 ITC mismatch | ITC availableas per GSTR-24 with all a4 1555.51
heiween its emendments wis compared with the
GESTR-2A und | ITC availed in GSTR-3BE in Taoble
GRTR-AB AR melodimg HDY blecked credits
and subhacquent ¥ ears eredit from Table
| BL ol GSTE-%,
2 ITC mismnptch | ITC avatlable as per GETR-ZA wiih all 46 o2
betweey its amendments was compared with
S THR-2A ancd T avmlahle as per GRSTR-Q 1 Tahle
| GSTR-9 A,
3 ITC availed ITC availed on belatedly filed G5TR- 47 [ 1385
threagzh I8 filed after due date of fumizhing
G5TR- 38 CGATR-3B for the maonth of Sepiembar
after limitntion | follewing the end of the fnancial vear
period it which such ITC  pemains o
furnishing of relevant Annial Retumn,
| whichewer i carlicr.
4 ITC availed 18D availed in GETR-% Table 6G (net 42 G199
thraugh of Table TH or THY or GSTR-3E Tahle
GSTR-9 in A{AMA) (net of Table A{BN XY was
gacess of that | compored wath the sum of Table 54,
transfemed by | B4 amd  Table %A (considering
the 151D dcliusiments) of GETE-A of nespeciive
FETIMS.
E TTC availed RCM payments in GETR-3B Table A EHERE
under ROM v | 31041 was compares] with 1 avmled
pavent of tax | in GETR-9 Table 6C, 50 and 6F,
in GSTR-3B/ In casus where GSTR-9 was nol
GETR-9 gvailalle, the check was restricted
within GETR-38 - Lax dfizcharped in
Table: 3.01{d) vig-d-viz TTC awailed
= | TabledA{ anddAqd), s
£ Mismatch of The unrecanciled amount n GE TR0 i7 24245
ITC availed Tuhle | 2F and examination of regsons
brtween proveided i Table 13 for masmiich,
amnial retirns
snd Books of
ECcounls
[ g Rueconciliation | The unresonciled amount in GSTR-C | 200,47
between ITC Toble 14T and exanmnetion of reazons
awaited in provided in Takle 15 for mismatch
st returns
with cxpenses
n fmanaal
ELRLEILE
Domain: Tax pavmcnis
£ Unsettled The greater of tax liahility bedwoen |7 L 10400
linkilities GETR-1 (Tobles 4 to 1 1) ond GSTR-9
iTables 4G 4N, 14 and 11} waas

=2

2

The deviation ammounl e S0 Bos 10, 12,13 and 14 ndisate suppression of Tamoyer.,
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;

S1. Paramutcr Alporithm ased Number Amowng
M *E ol (T im crored
devlations
compared with fax paid in GSTR-%
(Tabke 9 and 4) T cases where
GETR-9 was not avatlable, tax poid tn
GSTR-38 (Tahle 5,13 was oompared
with greater of the tax lkability between
GETH 1 wd GSTR-38 wos compared.
The amendments  and  advance
weljusgrnents declared in GATR and &
| | wore duly conzidered. | |
& Mismatch  in | The tax Hability declared throuch 211 50.78,144.91™
lax Ji.ﬂh:ilh:,- i GeTRAR ['I'ahlu 3| iaf anl -|_|:.|]:| Witk [1r||.'||,|rl'ini:: afie
declared in | comparcd  with the lax  liahility casg of data
GETR-AB . and | declored o the B Way Bills, entry” emmor ol
disclosures in | T 5 7054045
=Wy il | | crofe)
10| Mismaich  dn | The unneconciled tax pald in G5 TR9C | 15 [ T4
tax paid | Talle 9R and exarmination of the
hetwesn haooks I resan:g '|:'¢TI.'I'I.':IL‘||;!|'.| im Tabla 10 for
of aceounis-and | rmismatch.
refurms
11 Mismatch  in | The msmetch in faxoble tomover s 33 247,56
taxable declared i GSTR-2H was compared to
furnoves amaani Bahle Tor TOS and T% credil
betwecn | a3 per Table % of GETR-XA.
GRTR-2A4 and |
GSTR-3B I
12 Suppression of | Theunbilled revenue declared in Takle 17 | GO 20
furnover [ 5H of GSTR-9C was compansd with
declared in | the unbdiled revenue as per Table SH of |
Gl TR 4 | the pravious year.
Talle 3H |
13 Mismaich  in | Mismatch in taxablo turnever between 24 2205 G0
{axahle finsncial =tidement and annusl refurn
tumoves deciared in GSTRAC Table G and
declansd i | examination of reasons previded o
GETR-4C Table # for mismatch
Table G |
14 In'ugu'liu; Fon | The GS1TRE Nled |_'|3.I [ decdMunerce 5 357
COMITHEC e operators wiak compared with ChP-08
Iransactions filexd h.‘-" the nﬂ_:-mp-t_mli-:‘m BLKPAyETS
ard indicating that composition taxpavers
SILpPpTEEsIOn nfi ilu_gulurl:.l cormied oul i e-comEmnerce
turnoves by | supply and suppréssion of uTmoyver,
Cermposilion
Laxpayers
15 | GETR-3B was | Taxpavers who have nol filed GSTE- | 34 | 4,99
it il bui 3 bt have fled GETH-T maficammg
GETR-1 iz taxpaycss carmving on the business
avisilablz without dischirging fax,
16 | Bhort puyment | Interest calculated of the mie of 1§ per 126 45,13
of intencst cerit ol cash pormon of tax payment on

The deviation asnoual incleded coe case of T 50, 70.540.45 crone whene while prepanng e-wavhill Tor
She moryeiment of the goeods, the rxpeyer bad mentioned delivery elalba pumbr of 15 dipitsin che
wolumn of Taxable vakue.
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Parameter Algorithm used Number Amaunt

il T in erore]
deviations

delaved filing of GETR-IB wis-4-vis
interest dechired in GETH-AH | |
| Tutal | 73 | S105Tiast |

As seen from the Table above, the aforesaid deviations had also depicted very
high money values under two parameters, viz suppression in laxable value in
comparison with E-Way Bill and mismatch in taxable Turnover declared in
GETR-9C Table 76 where 2 30,73,352.70 crore alone was on account of a data
entry error, There could ke other such unrealistic money value figures, which
indicate that controls to inpul and valudate data in the system are nol designed
optimally. Hence, the Department needs to mle out issues of data
integritv/comectness and take suitable corrective action wherever required,
apart from taking action in cases of loss ‘short collection of revenue. The issue
of data quality and sigmificant inconsistencies in G5T data due to data entry
errors 18 also discussed m Para 21.73(0) of this report.

A significant case from each of the main audit dimensions are discussed
Brelow:

i) Dimension - Mismarch in ITC availed

GSTR-2A 15 a purchase related dynamic details of auto drafied supplies that 15
automatically penerated for each business by the GST portal, whereas GSTR-
3B is a monthly return in which the swemary of outwaed supplies, ITC availed
and pavment of tax arc self~declared by the taxpaver.

To analyze the veracity of [TC utilization, relevant data were extracted from
GSTR-3B and GSTR-2ZA for the yvear 2018-19 to 2020-21, and the ITC pad as
per supplicrs” detanls was matched with the ITC credit availed by the taxpayer.
The methodology adopted was to compare the ITC available as per GSTR-2A
with all its amendments and the I'TC availed in GSTR-3B in Table 4A45)"
including Table 419" and ITC availed in the subsequent vear from Table &C
of GETR-9,

Audit observed {August 2023) that in case ol a taxpayer under the junsdiction
of Unit-46, Godhara, for the year 2020-21, the ITC available as per GSTR-ZA
wae ¥ 94 44 crore, The ITC availed in Table 4A05) and Table 4D of GSTR-3B
was 4 176,23 crore. This resulted in mismatch of [TC availed, amounting to
£ 81.79 crore, When this was pointed out, the Department replied (May 20235)
that the taxpaver had been intimated 1o clarify on the matler with supporiing
documents. Further reply was awaited (June 2023).

Tlods smzesael: wclades ousmatches o e ol £ 2205093 crom glven o e Facameter 11,12.13
aoid 14 ol he able 2.1,

Fooall oiher elipible ITE

Y Blocked crods.
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(i} Dimension - ITC availed without supplier remitting tax

Section 16 (2) {c) of the GGIT Act, 2017 provides that no registered person
shall be entitled to the credit of any I'T'C in respect of any supply of goods or
services or both (o him unless the tax charged in respeet of such supply has been
actually paid to the Government, etther in cash or through utilizaton of TTC
admissibie in respect of the sad supplv.,

To analyze the extent of compliance of I'TC availment under Section 16 of the
G5 T Act. an attempt has been made to identify likely cascs where the 1'TC
would have been passed on by the taxpayer without the actual remitting the tax,
For this purpose, the relevanl data from GSTR-%2 particularly perlaining Lo
Table 8A of GETR-% was compared with the [TC data reflected in GSTR-2ZA,
Table 8A of GSTR-Y auto-populates from Table 3 and 5 of GSTR-2A and
capture details of total credit available for inward supplics {other than imports
and mward supplics lable to reverse charge but includes services from SEZs).
This would be the aggregate of all the [TC that has been declared by the
corresponding suppliers. Higher values in GSTR-2A than Table A of GSTR-9
reflect that tax was not paid by the supplier in respect of such supplies and
theretore, I'TC was not available.

LUnder thizs dimension, the Department was reguired to ¢xamine the difference
in the ITC availed by the recipient who 15 a taxpayer under Unit-11,
Ahmedabad, for the yvear 201 8-19 and the tax paid by the supplier amounting to
T 33.77 crore. The difference was noticed by comparing ITC available of
237.17 crore in Table 8A of GETR-9 with ITC available of 2 70.94 crore in
GSTR-2A for the wear 2018-19. The differcnce could be on account of
difference in the place of supply or recipient availmg ITC on invoices 1ssued
after cancellation of registration of the supplier, in which case the recipent 15
liable o reverse the ITC. The difference could also be on account of the supplier
not filing his monthly return, 1.e. GETR-3B and thercby not discharging the tax
liability.

When this was pointed out (July 2023). the Departiment replied (May 20235) that
the xpavers fling the GETR-3B by 30 November 2021 were entitled to avail
ITC for the perod 2017-18 o 2020-21. However, the reply was silent on the
reasons for the mismatch between GETR-2ZA and Table BA of GSTR-9.

(i) Dimension - ITC in GSTR-3B filed after the limitation period

The GGST Act provides for availing of ITC only till the due date of fumishing
GSTR-31 lor the month of September following the end of the financial vear Lo
which such 1TC pertang or furnishing ot relevant annual return, whichever is
carlier. Accordingly, if any GETR-3B is furnished atter such time, I'TC availed
therein becomes inadmissible.

To review the extent of excess! imegular ITC availed on this sceount, the TTC
availed through Tabie 4 of G5TR-18s pertaining 1o the vear 201819, 20(9.20
and 2020-21 filed by the taxpayer bevond the due dates of GETR-38 return for
the month of September of the following year. were identified at data level.
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Audit observed (August 2023) that in case of a taxpayer under the junsdiction
ol Unit-39, Vadodara for the year 2018-19 1TC availed after due date of filing
GSTR=3B for the month of September 2019 was € 12.42 crore. This resulted in
imegular availment of ITC of € 1242 crore, When this was pointed out,
Depariment replied that DRC-AOY was mssued (Apnl 2024) for ¥ 24,88 crore
including interast ¥ 11.22 crore and penalty T 1.24 crore,

fiv) Dimension - Incorrectly availing ISI) crediis

The GGST Act provides that the taxpayer can. through GSTR-3B avail [TC
transferred by the Input Service Distnibotors ([SD) i their GSTR-6s,

To snalyze whelher the TTC availed by the taxpayer 15 nol in excess of thatl
transferred by the 18D, the TTC as per GSTR-9 Table 60 inet of Table TH) was
compared with the sum of Table 5A, Table 8A, and Table 9A {considering
adjustments) of GSTER-6 for respective GSTING, In cases where Table 7B was
null. Table TH walues were considercd. In cases where GSTR-9 was not
available, GSTR-3IBE Table 4$(A4) (net of Table 4(By2)) was compared with
the sum of Table 5A, Table BA, and Table %A (considering adjustments) of
GSTR-6 for respective GETINS.

In case of a taxpayer under the jurisdiction of Unst-101, Jam-Khambhalia tor
the vear 2008-1%, as per Teble 6G of GSTR-9 ITC received from ISD was
% 12.19 crore and the [TC ranstferred by ISD e sum of Table 5A, 8A and %A
of GSTR-6 was % 1.40 crore. This resulted in ormesmatch of ST credit af
T 1073 erore which was communicated to the Department {August 2023, In
response, the Department replied {May 2025} that adjudication proceedings had
been completed aficr audit under Scotiom 65 of the GGST Act, However, it was
observed the fssue raised by Audit was not included in the demand confirmed.

v Dimension - Excesy availment of ITC on RCM

In Reverse Charge Mechanism, the liability to pay tax is fixed on the recipient
of supply of goods or services instead of the supplier or provider in respect of
certain categones of goods or services or both under Section %(3) or Scotion H4)
of the GGST Act, 2017 and under sub-section (3) or sub-section (4) of Section 5
of the IGST Act, 2007,

To analyze the veracity of ITC availed on tax paid under Reverse Charge
Mechanism (RCM) for the vear 2008-1%, 2019-20 and 2020-21, the datasets
pengining to GSTR-3B and annual retum GSTR-2 were compared to ¢heck
whether the ITC availed on RCM was restnoted to the extent of tax paid. The
methodology adopted was to compare the taxable supplies in Table 3. 1(d)™ of
GSTR=3B with ITC availed in GSTR-8 Table 6C*, 6D* and 6F™. In cases
where GETR-9 was not available, RCM pavments in GSTR-3B Table 3.1{d)
were comparcd with GSTR-3B 4(A)2) and 4A(3).

B owasd suppbics (halde t neverse charge .

M Inward supplies received fram unregistered persons lzable o neverse charge
B Teward supplies reecived from registered parseas Bable 1o eeverse chnrpe

o Impet ol seovices,
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Audit observed {August 2023 that 1n case ol a taxpayer under the junadiction
of Unit-103, Gandhidharm for the yvear 2018-19, tax on mward supplies unde
reverse charge in Table 3.1{d) of GSTR-3B was £ 1.97 crore. However, the ['TC
avdiled in Table 6C, 6D and 6F of GSTR-9 agorcgated to ¥ 6325 crore,
resulling i wregular availment of ITC amounting 1o % 63,28 crore. When this
was pointed out, the Department replied (May 2025) that clanfication on the
matter has been sought from the taxpayer. Further reply was awaited
(June 20235},

vi) Dimension - Upreconciled ITC in Table 12F of GYTR-9C

Table 12 of GETR-9C reconciles ITC declared in annual retum (GSTR-9) with
ITC avarled as per audited annual financial statement or baoks of accounts,
Table 12F deals with urreconciled 1TC.

The ceritied reconciliation statement submitied by the taxpayer as required
under Rule 80¢3) of GGST Rules in GSTR-9C for the year 2008-1%, 2019-20
and 2020-21 was analvzed at data leveél to review the extent of identified
mismatch i ITC declared in the annual return with the financial stalements.

Audit observed (August 2023) in the case of a taxpayer under the jurisdiction
of U'nit-33. Bharuch for the vear 2020-21 ITC claimed in annual remum was
2 35920 crore as per Table 12E of GSTR-2C and ITC avaled as per audited
financial statement declared i Table 12D of GETR-9C was & 33579 crore
resulting in unreconciled ITC of § 23.41 crore which was declared in Table 12F
of GSTR-9C. When this was pointed ouz, the Department replied {June 2025)
that the audit obscrvation was considered in scrutiny proceedings, however, the
procecdings were dropped. However, reply was silent on the reasons as to why
the mismatch pointed out by Audit had been dropped.

(vii) Dmension - Unreconciled ITC in Table 14T of GSTR-2C

Table 14 of GSTR=2C reconciles I'TC declared in annual return {GSTR=9) with
I'TC availed on expenses as per audited annual financial statement or books of
aceounts, Table 14T deals with unreconciled [TC.

The certified reconciliation statement submitied by the taxpayer as required
under Rule B0{3) of GGST Rules in GETR-9C for the year 2008-1%, 2019-20
and 2020-21 was analyvzed at data level to review the extent of identified
mismatch in ITC declared in the Armual Return with the expenses reported in
the Financial Statemoents,

Audit observed (July 2023) in case of a taxpayver under the jurisdiction of
Unit-5, Ahmedabad for the year 2020-21, TTC of ¥ 9582 crore was claimed in
annual remarm as per Table 145 of GETR-9C though no ITC was available as per
expenses reported in the financial statement declared in Table 14R of GSTR-
9C resulting in unrcconciled ITC of #9582 crore which was declared in
Table 14T of GSTR-%C. When this was pointed out the Department replied
(May 2025) that audit under Section 635 of the GGST was completed in the case,
However, reply was silent on the reasons for the mismatch.
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fvifi) Dmension - Undischarged fax lability

To analyse the undischarged tax liability, relevant data were extracted from
GSTR=1 and GSTR=9 for the vear 201%=19, 201%-20 and 2020-21 and the tax
pavable in these returmns was compared with the tax paid as declared in GSTR-
9. The amendments and advance adjustments declared in GSTR-| and & were
also considered for this purpose.

Audit observed (August 2023) that in case ol a axpayer under the jurisdiction
of Unit-68, Surat for the vear 2018-19, the tax pavable in GSTR-1 was
£ 114.73 crore. Howewer, the tax paid as declared in GSTR-2 (Table @ and 14)
was 32,77 crore. This resulisd i mismatch of tax liability of € 8196 crore,
When this was pointed out, the Department replied (Apnl 2023) thal the
adjudication proceedings under Section 73 were dropped {April 2024) as the
mismatch was defermined to be on account of erroncous reporting of cxcess
tumover in the GSTR-1 filed for March 201%, which was later rectified by
amendment in GSTR-1 for Apnl 2019 However, as per the records seem by
Audit, the taxpaver has not declared smendment in the GSTR-I retum for
April 2019,

fix) Dimension - Suppression of taxable value (E-Way Bill)

To analyse the extent of short payment of tax, relevant data related to tax
hiability declared in GSTR-3B for the vears 200 8-1% to 2020-2 1 were compared
with disclosures made in E-Way Ball.

Audit observed {August 2023 that in case ol a taxpayer under the jurisdiction
of Unit=-12, Virampam for the vear 2019-20, the tax lability declared in GSTR-
3B (Tablc 3.1 {a)yb)) for outward supply was ¥ 1215.02 crore and the tax
lisbility in E-Way Bill was ¥ 1368, 17 crore. Hence there was mismatch in tax
hability of T 153,15 crore. When this was pointed out, the Department replied
(May 2023) that the observation was considered in the proceedings under
Section 73 of the Act but dropped based on the taxpayers reply. Howewver, reply
was silent on the specific reasons as to why the mismatch pointed out by Audit
had been dropped.

fx}  Dimension - Unreconcifed faox abifity in Table R of GYTR-8C

The certified reconciliation statement submitted by the taxpayer as required
under Rule #0{3) of G351 Rules in Fonn GSTR-%C for the year 201%-19 to
2020-21 was analvzed at data level to review the extent of identificd mismatch
in tax paid between the annual return and the books of account. Table % of the
Form 9C attermnpls to reconcile the tax paid by sepregating the lumover rate-wise
and compating it with the tax discharged as per annnal return GETR-9. The
unreeoniled amounts could potentially indicate tax levied at incorrect rates,
incorrect depiction of taxable umover a3 cxempt or vice vorsa of incomect levy
of COST! SGST! IGST. There can also be situations wherein supphies/tax
declared, are reduced through amendments (net of debit notes/credit notes) in
the subsequent year from April 10 September.
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In the case of & laxpayer under the jurisdiction of Unn-02, Ahmedabad for the
year 2020-21, total amount paid as declared in annual return (GSTR-%) in
Table 90) of GSTR-%C was 2 31.47 crore and total amount io be paid i the
books of accounts as per Tables 9P of GSTR-9C was £ 38 82 crore. Henew there
was an unreconciled payment of tax of € 7.35 crore, which was communicated
o the Department (August 2023 ). The Department replied (May 2025) that
two Banks had merged with the taxpayer but the Core Banking Svatems (CBS)
of the erstwhile merged Banks was not integrated with the taxpayer Bank and
henee (he merged Banks and the taxpaver Bank reported their transactions for
ning months mdividually, whereas the turnever reported in Financial Statement
as on 31 March 2021 was for the merged entity. Hence there was no short
payiment. The reply 15 not convincing as Audit observed that the tax paid by the
merged Banks were € 7.29 crore as against 2 7.35 erore payable resulting in
short payment of tax of ¥ 0.06 crore,

xi) Dimension - Suppression of taxable vafue

Table & of GSTR-ZA is generated from the declarations made by Government
Departments in GSTR-Y {TDS5) atd e-commerce operators in GETR-8 (TCS)
on the tax deducted from suppliers.

To analysc the commectness of the taxable value deelared, the outward taxable
supphes (other than zero rated, nil rated and exempted) in GSTR-2B was
compared with the net amount hable for TCS and TDS credit as per Table 9 of
FSTR-2A. It may be noted that the deviation amount indicated may only be a
fraction of non-disclosure. as exact comparison 1s not possible as the taxpayer
may have other supplics which do not necessitate TDS recovery,

Audit observed in the case of a taxpaver under Unit-27, Modasa that for the year
2019-20, the value of taxable supplies as per GSTR-3B was 2 0.23 crore,
However, the value of supplies on which TDS as declared in GETR-T was
derived as 2 14.8% crore. The unreconciled value of supplies was T 14.63 crore
was communicated to the Department (August 2023). In response, the
Depariment replied (May 2025) that the differential value of the transactions is
T 2950 crore involving mismateh of tax of ¥ 3.54 crore and that adjodication
proceedings have been initiated.

(xii) Dimension = Unreconciled foxable turnover in Tabfe 76 of GYTR-9C

The cemtified reconciliation statement subimitted by the taxpayer as requined
under Rule 8003) of CGST/SGST Rules in Form GSTR-3C for the year 2018-19
to 2020=21 was analyred at data level to review the extent of identified
mismatch m 1axable mmover reported in the Annoal Return vis-a-viv the
Financial Statements. Table 7G of Form 9C captures the unreconciled taxable
turnover between the annual return GSTR-9 and that deelared in the financial
statement for the year afier the requisite adjustments. The unreconciled amount
in cases where the taxable turnover m GSTR-9 15 less than the fnencigl
statement indicates non-reporting, under-reporting, short-reporting. omission,
error in reporting of taxable supplics. It could alse be on account of non-
reporting of both taxable and cxempted supplics.
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Audit observed {August 2021) that in case of a taxpayer under the junsdiction
ol Uni-45, Vadodara for the year 2019-20, the taxable turnover as per labiliy
declared in annual retum {GSTR=9) in Table TF of GETR-4C was T 0,03 crore
and taxable {wmover as per financial statement ag declared in Table 7E of
GSTR-%C was ¥ 13753 crore. As such, mismaich of taxable furnover of
T 13750 crore was noticed in Tahle TG of GSTR -G,

This was brought to the notice (August 2023) of the Depanment. Reply was
awaited (Jung 2025).

(xiii) Ihmension - Suppression of taxable vafue

Section 10 of the GGST Act, 2017 specifies the basic requirement for eligibilily
and applicability of Composition Scheme, The scheme prohibited inter-5State
supplies and e-commerce supplies,

To analyze the likelihood of taxpayers irregularly availing the bencfit of the
composition levy by the scheme while engaging in transactions through
e-commerce operators, the GSTE -8 filed by the ¢-commerce providers were
compared with CMP-08 filed by the composition taxpayers to check whether
the recipient (GSTINS mentioned 1 GSTR-B have alse filed CMP-08. Aparn
from irregularly availing the benetit of composition levy scheme, the possibility
of mismatch in turnover as declared by the ¢-commeree provider in relation to
the compaosition scheme taxpayvers were also verified,

Audit ohserved that in the case of a taxpaver under the jurisdiction of Tnit-41,
Vadodara for the vear 2020-21, transactions of ¥ 1.11 crore were repotted in
GSTR=8 and the taxpaver had declared turnover of 2 0013 crore. This was
communicated to the Department (August 2023) and the Department replicd
(May 2025 that demand n DRC-07 was issued (February 2025 for
¥ (1L.21 crore including interest and penalty against which taxpayer had preferred
appeal {(March 2025).

fxiv) BDimension = Cases where GSTR-38 not filed but GSTR-I or GSTR=-24
avaifable

GSTR-3B retumn 18 the instrument through which the liability can be offset, and
ITC 15 credited in the ledger. The very availability of GSTR-1 and non-filing of
GSTR-3B indicates that the taxpavers had underlaken/ carried on the business
during the period but have not discharged their tax Lability. It may also include
cases of irregular passing on of ITC. All these cases, thercfore, require to be
examined. At the data level, it was attempted to idenfify those taxpayvers who
have nit filed GSTR-3E {monthly retum) but have filed GSTR-I (monthly
oubward supply returmn).

Audit observed (Aupust 2023) that in the case of a taxpaver under the
Jurisdiction of Unit-75, Bhavnagar for the wvear 2020-21 the tax pavable in
GSTR-1 was & 5,31 crore. The taxpayer had not filed GSTR-3B (involving tax
lability of ¥ 5,31 crore) for the period July 2020 to September 2020. The
Drepartment replied (May 202Z5) that the taxpayer was found to be non-genuine
maxpayer’ bogus taxpayer and the taxpayer’s registration was cancelled.
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However, as the regiatrations of all the beneficiaries of the axpayvers, who were
also bogpus. were cancelled by the respective adjudicating authority, recovery
from them was not possible. The reply is not accepiable as action under the
provisions of the GGST Act was required (o be minated to determine tax
liability of (hese laxpayers and recovery.

{xv) Dimension — Shori-payment of inferess

Section 30 of the Act stipulates that every person liable to pay tax in gecordance
with the provisions of this Act or the rules made thercunder but tails 1o pay the
tax or any pari thereof (o the Government within the period preseribed, shall for
the period for which the tax or any parl thereof remains unpaid, pay inlerest at
the rate noliied.

The extent of non’ short payment of interest on account of delayed remittance
of tax during the year 2018-19 to 2020-21 was identified using the tax paid
details in GSTER-3B and the date of filing of the GSTR-3B. Only the net tax
hability {cash component) has been considered o work out the interest payable,

Audit observed (August 20217 that in case ol a taxpayer under the jurisdiction
of Umt-49, Nadiad for the vear 200 8-1% the returns (GSTR-3B] for the months
of April 2018 1o March 2019 were filed with delay ranging between 83 days and
144 davs. Thus, interest of £ 1,95 crore was pavable against which no interest
was paid, When this was pointed out, the Department replied (June 2025) that
DRC-0T was issued (September 2023) for $ 11,53 crore and that encumbrance
was registered (March 2025) apainst the property of the Director of the
Company and affidavit was filed (March 2025) with the Debt Recovery
Tribunal for recovery of the ducs.

Audit 1ssued 384 audit engquires for 738 meonsistencies amongst the top
devianons! inconsistencies in each of the 16 parameters [or the vear 2018-19 1o
2020-21. As stated previously, these inconsistencies included one case of data
eniry cmror of F 50,70,540.45 crore where while preparing e-wavbill for the
maovement of the goods, the taxpayver had mentioned delivery challan number
of 15 digits inthe column of Taxahle value, The remaming mismatches involved
% 3517383 crore (including mismateh in turnover of T 22,951.93 crore). The
audit queries were issued to the respective Units between July 2023 and
January 2024 without further serutiny of taxpaver's records, The audit check in
these cases was hmited to venfying the Department’s action on the identified
deviations/mismatches.

Initial responses were yel to be received, as of 30 Jume 2025, for
five inconsistencies  communicated to the Department, which  involves
mismatch of T 266,63 crore.

Bascd on the replics received, the details of tax recoveries or status of progress
are given in subsequent paragraphs,
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Based on responses to the Audit Queries receved from the Department, the
cxtent 1o which each of the 16 parameters translated into deviations is
symmarized in Table 2.2,
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Audit noticed deviations from the provisions of the Act in 291 cases invelving
an amount of 3 260662 crore, constituting 39,70 per cent of the 733 cases of
mnconsistencies’ mismalches for which the Department provided responses, Ouwl
ol this, the Department has accepled the awdit observalions or inttated action in
175 cases with money value of 2 749,33 crore. In 116 cases with money value
of 2 143884 crore, the reply of the Department was not acceptable to Audit,
which alzso includes 3% cases where reply was not supported with proper
evidence, Relatively higher rates of deviations were noticed in rmismatch in tax

* Total unreconciled tamover of € 247,56 croce hetween GETR-ZA and (G5TE-2B m 533 coses was
deteminad haged on TOSTOS pavment. Tn 11 cases ivvolving moseesr of © 3578 coore Department’s
reply was stoeplad, th g% cascd shvadveng Wwernever of 4 9672 crare ASMT-0F DRC-00 A4 were gl
in seven oxces invalving amover of © 4955 crome, the Department’s teply was rebatied, reply in one
cass imvalving tumover of £ 588 crore was  provided without sppropriaze documents, iy one case
mvileing turmver ol £ 2 crone, recovery of 4 1,75 crare was made and in remainimyg, eoc case, the
izsue ix umider cormespendence with fnxpoyver imvalving mismasch £ 4 135,44 erare,

A T o e {Maodaza Usit-27) Wosespar of mismatch in ssable fumever borgcen GSTE-2A ad

GISTE-2B the wanount revavered was T 1,73 oo,

1 Tpdal anrecomcilad tamarver (T m Table SH of GSTR-9C in the 17 cases iz T6H02 M crare. OF thece

it it Eies valving mistaiched TOoal 2 240 82 crors, Bepaninent’s eeply was soampied, In theee

cases, the mesne sunder examanadion by the Department myvabving mismatch of € V30 crore, in three
cazes invelvrmg TO af T 176,03 erare ASMT- 10 DRC-O14 were issued and in twe cases imvalving

Iihaf & 7505 crave, Depariment s reply was robuined

Todal wnrecanciled wakle twmaver (TT00 m Takfe 3G of GETE-AC o the 23 cases is

21400 crare, Inooll the 22 cascs mvelvicg mismzich i TTCE Department’s reply was aoccped

by Al

M Tedal woreconwiled TTO mo e-commerce ransactons by Composition faxpavers oo five coses s

£ 457 crore, Iy onse cage imvalving misomatch in TTO, of & (AR crone Dl pa mimen’s renly was relaied

and b remnining B cases mvalving 33059 sone. Departmest®s reply was acoepiod by Audil
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liabality declared in GSTR-3B and disclosures in E-Way Bill, settled tax liability
betwesn GSTR-01 and GSTE-09 and 1TC mismatch betoveen GSTR-ZA and
GSTR=38.

In 340 cases, constifuing 4638 per cend of replics received, Depaniment™s reply
was acceplable to Audit, Out of these, data entry emmors by laxpayers comprised
45 cases (13.24 per cent), the Department had proactively taken action in
&7 cases (2559 per cent), and in 208 cases (61.18 per cent) the Department had
other valid explanations.

In 73 cascs (10,23 per cent), Department was vel (o examine the observation or
was under correspondence with laxpayers and in 27 cases (3.68 per cont) were
under NCLT! Central Authority jurisdiction.

The details are given in Appendix IL

A Cases where Department has accepted the andit observations or initiated
action

Congidering the Department’s response to 733 mconsistencies out of the sample
of 738 data deviationsfinconsistencies, the factors that cawsed the data
deviations! inconsistencies are as follows:

Chut of the 733 deviations where the Department provides replics, summarized
in Table 2.2 above, the Department accepted the audit observations and mitated
action i 175 cages with tax effect of € 74953 crore, Out of these cases, the
Department recoversd ¥ 19.15 crore in 47 cases and confirmed demand of
2 44318 crore in 80 cases, issued SCN for £ 119.97 crore in 22 cases. Further,
Department  issued notice conveying  discrepancics to the faxpayer in
Form ASMT- 10/ DRC-01A in 26 cases for T 167,23 crore. A lew illustrative
cases are given helow,

(1) Suppression of tax lability (E-Way Bill)

I case of a taxpayer under the jurisdietion of Unit-35, Bharuch for the year
2020-21, the tax liability declared in GSTR-3B (Table 3.1 (a)+(b)) lor outward
supply was % 0.26 crore and the tax liability in E-Way Bill was T 4%.37 crore,
Hence there was musmatch in tax liabihity of ¥ 4911 crore, which was
communicated to the Department (Auvpgust 2023} The Department replied
{June 2023) that DRC-01 was issued (November 2024) in the matter.

(i} Short payment of fax

In case of & taxpayver under the junsdicton of Unit-103, Gandhidham for the
year 201 8-19 input tax credit of 2271 crore was availed on import of services
as per GGRTR-Y whereas no lax was pard on reverse charge basis on such import
of services, resulting in shor payment of tax of 22271 crore which was
communicated to the Department {August 2023). In response, the Depariment
aceepted the observation and replied (May 2025} that the taxpaver had been
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intimated {April 2025) w clarify on the matter. Further progress was
awaited {June 2025).

B Cases where Department’s reply was not accepted but rebutted by Aundit

Ot of the 733 cascs where the replies were reccived, Department’s reply was
not acceptable to Audit in 116 cases™ amounting 1o T 1,858.84 crore, In these
cases, the Department had either forwarded explanations of the taxpayers
without explicitly commenting on the audit observations or the replies were not
found satisfactory. A few dlustrative cases are given below.

(i) Suppression of taxable value and rax abilivy (E-Way Bill)

In case of a taxpayer under the junsdiction of Unit-40, Vadodara for the vear
201 %-19, the tax hability declared in GSTR-31 (Table 3.1 (a)+{b])) for outward
supply was ¥ 82 16 crore and the tax hability in E-Way Bill was T 121.13 crore.
Hence there was mismatch in tax liability of 2 3899 crore, which was
communicated to the Department (August 2023). The Department replicd
iMay 2025) that audit under Section 65(6) was conducted and ADT-02 issued
(December 2023) and sought clanficatbon (April 2025) from the laxpayer for
further docwments. Auwdit observed that the above 135ue was nol considerad in
the preceedings.

(i} Mismarch in ITC availed (GSTR-24 and GSXTR-31B)

In case of a taxpayer under Umt-05, Ahmedabad for the vear 2020-21 the ITC
available as per GSTR-2A was ¥ 3108 crore and ITC availed in GSTR-3B was
1996 crore. The excess ITC availed of T 16,88 crore was communicated to
the Department {August 2023). In response, Department replied (May 2025)
that audit under Scction 65 of the Act was completed and fumished copy of
ADT-02™, The reply is not acceptable as clarification regarding the ITC
mismatch hetween GSTR-2A and GSTR-3B had nol been covered in the ADT-
2.

C Data entry errors by taxpavers

The data entry crrors  constituted  s1x per cenr (43 cases) of the total
T3 responses received and 12 per cenr of 340 cases where the Department’s
responses were accepled by Audit. Most of the data entry errors relate to
mismatch in I'TC, BOM, unreconciled [TC, unreconciled turnover, unreconcibed
taxable tumover and wnreconciled tax paid (provided i GSTR-9C). An
illustrative case is given below:

i) Suppression of taxable value (E-Way Bill)

In case of a axpayer under the jurisdiction of STO Umit-12, Viramgam for the
year 2018-19 the tax lability declared in GSTR-3B (Table 3.1 (ayHb)} for
outward supply was ¥ 3,338,534 crore and the tax liability in E-Way Bill was
£50.74,099 ¢crore. Henmee  there was  mismatch in tax  lability  of

B This ineludes 39 eases where ilke replivs were nof supparted with preger docummentany eviden:
OADTG2: Al Repost mnden Section G506 ol the GEST A, 2017,
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T 50,70,540.46 crore,  which  was  communicated to  the Depariment
{Aupust 2023} The Proper Oflicer replied (December 2023) that the taxpayer
had erroneously entered the 13-digit delivery challan number in the column for
taxable supply in E-Way Bill (12 December 2018) for movement of goods
valued  0.001 crore from the taxpayer's godown registered as additional place
of business Lo 115 own plant.

The CAG's Report Na. 5 of 2022 on Umon Govemment Department of
Revenue {Indireet Taxes-Goods and Services Tax) highlighted data guality
issues and sipmificant inconsistencics in the GST data duc to which Audit could
nol establish reliability of data for finding audil ingights and trends, The Report
had recommended that the Umion Minstry should consider introducing
appropriate validation controls (controls to prevent unreasonable dota entries
and/or alert the taxpayer to unrcasonable data) supplemented by post facto data
analytics in mespect of important data clements. Further, the CAG's Beport
No. (4 of 2024 on the Government of Cujarat had again recommended that the
Department should take up the issue with GSTN to imtroduce validation controls
in GST returns.

Apart trom identifying inconzistencies! deviations in GST retumns through data
analysis, a detatled audit of GST rotums was also conducted as a part of this
audil. A nsk-hased sample of 65 taxpayers was selected lor this part of the audit,
The methodelogy adopted was to mitially conduct a desk review of GST returns
and financial statements filed by the taxpavers as part of the GSTR-%C and other
records available in the back-end system to identify potential nsk areas,
inconsistencigs’ deviations and red flags. Based on the desk review rosulis,
detailed awdit was conducted in State Tax Offices by requisitioning
corresponding pranular records of taxpayers such as financial ledgers, imvoices
efe. o identify causative factors of the identified risks and to evaluate
compliance by taxpayers.

The detailed audn was conducted for 65 sampled taxpavers (193 cases) from
Tomuary 2024 o January 2025,

2.1.8.1  Scope limitation

As discussed in the preceding paragraph, based on the desk review of (8T
returns and tinancial statements filed by the taxpavers ag part of the GETR-9C
and other records available in the back-end system, Audit identified the
mismatches related o TTC and undischarged tax Tiability of $ 1,234.71 crore,
Audit requested the Department to produce the granular records such as
financial statements and related ledgers, invoices for selected months, Auditors
Report, debit and credit notes. efc. to examine these mismatches/inconsistencies
in sampled 65 taxpayers in detail. However, the Department did nol produce the
requisitioned records in 63 of the audil sample of 65 selecled cases, Thus, in
96.92 per cent of the sample, Audit could not entively examine the mismatches
observed through data analyzis, which constituted a significant scope limitation,
The jursdiction wise nen-production of records 15 summarised in
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Appendix ITI. Top ten cases of non-production of records are shown in
Appendix 1V,

Az a result of non-production of records, mismaiches' deviations noticed
through data snalysis, amounting 3 1,234.71 crore, could not be cxamined in
Audit,

When this was pointed out (January 2024 to January 20257, in 16 axpayers™,
the JCSTs cited the Head office’s™ civcular letter { August 2022) conveying the
Finanee Department instructions that records cannot be called for trom the
taxpayers only on the basis of audi requisition under the GST Act unless any
seruliny inguiry, investigation or any other proceeding 15 indtialed against the
taxpayer and that access to all the records! data available on the GSTN portal 15
provided to Audit to scrutinize the data online through the SS01Ds provided by
the Department.

In respect of two taxpavers ™ Depariment fumished partial records viz, banking
details, AADHAR authentication, financial statements, mvoilces, efe. However,
Audit was not provided granular records like E-Way Bill, Statement of Cradit
Notes: Debit Motes, Sale Invoices, Purchase Involces, Party Ledgers, Schedules
of Financial Statements, ¢ic. In respect of the remaining 43 taxpayers™ reply
was gwaited (Juns 2025),

2182 Detailed Audit of GST returns — Audit findings

Taxpayers’ comphance to the provisions of GST Act 18 primarily ascertined
from the self-aszsessiment return Aled under Section 39 of the Act. Non-
compliance to the provisions ot Act at various stages of assessments ultimately
impacts the revenue due to the Government. Audit verified the veracity of
returns filed by the taxpavers by evaluating correcmess of availing and
utilisation of I'TC, assessment of tax Hability and discharge of @xes due, The
audit findings emerging from this part of the audit are categonsed under a) GST
return filing and payment b) Utilization of I'TC and ) Discharge of tax liability,

A Aundit findings on refurn filing

A registered person must file monthly or quarterly GST retums depending upon
turnover and an annual GET return based on the tvpe of husiness. The details of

basic retums that apply to normal taxpayers are given in paragraph 2.1.7 of this
report. Audit tindings observed on return filing are discussed in the following

paragraph.

AC5T; Ahmedanad =08 ceipht], Thnit-18, Linie-20, Unir-23, Gandhinagas Unit-24 (ford, Rajkat
Lingr-12.

TOBCST Letter mie JOSTOARdRGS T Awdit 202225, 1101 dated 01 082022,

BOACST Abmedobsd Unit=06, and Morki Unit-51,

O ACST Alucedabod Unit-03 (foury, Uini-06, Uait-U7 oy, Dalt-08 o, Unig-us, Undi-10 §tael,
Thnat-11 fsix), Unet- 14, Unil-17, Unit-20, Unit-2] [teee), Unit-22, Prantip Uait-29, Vinogar Unit-31
(iwn), WVadedara Unil-3%, Lnn=d) (foan), UnitdS {owo), Valsad Uni-T0, Rojkod Linit-%3, Ulsie23
(v, B Unal- 102, Gendhslban: Unit- 103 (wa), and Yimmgem ST Unin- 12 (bwa),
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L. Non/shord payment of inferest by focpayers

Section 50 of GGET Act stipulates that every person who is liable to pay tax in
accordance with the provistons of this Act or the rules made thercunder. but
fails 10 pay the tax or any part thercof 1o the Governmenl within the penod
presenbed, shall for the penod for which the tax or any part thercol remains
unpaid, pay, on his own, interest at such rate, not exceeding |8 per cent, as may
be notified by the Government on the recommendations of the Council. Further,
as per notification™ dated 09.04.2020, where the GSTR-3B return for the month
of April 2020 is filed by 24 June 2020, the delay in payment of tax for the first
15 davs would be sxempled and for the remaining period up o 24 June 20020,
interest was payable at the rate of nine per cent only.

Audit observed (January 2024 10 January 2025) 162 instances of delayed filing
of monthly return GSTR-3B, ranging from one day to 204 days, by 15 taxpayors
(33 cases)™, constituting 27.69 per cent of the 65 sampled taxpayers. Audit
further observed that the Department did not levy mterest on delayved filing of
GSTR-38 in 54 instances of 12 taxpayers (21 -L'Em:?-}g'-"- This had resulted in non-
pavment of interest of T .16 crore in these cases.

Further, in 107 instances of six taxpavers in 12 cases™, the taxpaver paid interest
of € 108 crore instead of ¥ 1.45 crore which had resulted in shont pavment of
interest of T 0,37 crore,

Thus, the interest payments amounting to ¥ 0,53 crore™ were not discharged.

In response, it was imformed that, recovery of T 15 crore was made in
26 instances of three taxpavers in four cases™, demand in DRC-07 for
% 0.07 crore was made n 12 instances of onc taxpaver in one casc®’ and SCN
was issued in three cases™ of one taxpayer for T 0.02 crore in 31 instances.

In three cases™ of three taxpayers, the Department did not accept (June 2025)
the audit observations and stated

(i) In one case™, it was replied that recovery of mterest 2 7.96 lakh was

alrcady made. The reply was not acceptable as there was a short recovery
of £0.77 lakh.

" BntiAcation Mo, 310 X-5eate Tax dated 0844, 2020,

2 ACST: Ahroedabad Unit-06, Unic-07 (teo cases), Unit-08, Lni-09 (four cases), Unit=1 | (iwo cazes),
Lhrit-14 {owo cases), Unit-17 {three cases |, Liil- 1% §vaeo casez), Gandhmager Unil-24 (throe cases ),
Praaj Unt-249 (ban enses), Vododors Unil=20 (bwe cuses], Unil-d5, Borked Umic-B3 {four coses),
Crandlidbiae Unil- 103 md Viesmgan ST0 Unit- 12 hacs cases)

B ACST: Ahmedabad Unat-08, Unit-08, Unit-09 { o cases), Unit- 18 [bao coses), Thiel-17 (lhnee coses],
Thnit-18 {rea casec), Vadodara LUnitd0 jown cases), [nit-d5 Bajkat Unit91 [tve cases) and
Virarmzam STO Lhirt-12 {ileres cases),

MOACST: Akmedabad Umal-a7 (bwo cases), Uni-14 itwn cases], Ceandhimogar That-24 (lhree casesh.
Prantj Unit-29 (ron casesy, Rajket Lnit-23 (taa casestand Gandhidham Uie-10%,

U Interest liabildy of £ 53,62 394 BT

B ACST: Ahmedzhad Linit- 18 (b cases - 3 42,950), Pratij Unie-29 (3 509,128,275 ard Kaikol il
Q3T D I2 2,

B AUST: Praply Uied-2%

¥ ACST: Gandhmagar Unit-24 (thnee cases - T 1.90,231 )

= ACST: Ahmedsbad Unis- 11 (wo cases) nsd Baikal ise-0,

HACST: Rapkol Lisdi-93.
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(it} Intwao cases™ | it was replied that issue of notice under Section 73 of the
At was time-barred and legal remedy was not available. However, the
Proper Otficers had aceess to non=fifers information for timely action in
such instanees,

In the remaining 22 cases™ of 12 taxpavers, reply™ was awaited (Tune 2025),

it. Access fo cerfain row-wise details in Form GSTR-T on the hackend portal
of GNTN for Proper Officers

Scotion 37 of GGST Act 2017 provides that every registered person, other than
an Input Service Distnbylor, 8 non-resident taxable person and a persen paying
tax under the provisions of Section 10 or Section 51 or Section 32, shall furnish,
electronically, tn such form and manner as may be prescribed, the details of
outward supplies of goods or services or both etfected during 2 tax period on or
before the tenth day of the month succesding the said tax period and such details
shall be communicated to the recipient of the said supplies within such time and
in such manner as may be prescribed.

Rule 5% af the GGIT Rules, 2017 related to ‘Form and manoer of furmshing
details of outward supplies’ provides that every registered person, other than a
person referred to in Scetion 14 of the Integrated Goods and Scrvices Tax Act,
2017 15 required to fumish the details of outward supphies of goods or services
or both under Section 37 in Form GSTR-1.

Audit observed {January 2024 to January 2025 in 27 Units™ that on the back-
end Boweb portal of GSTN available for the Department, Proper Otficers were
not able to access row wise details of various columns of GSTR-1 listed below:

»  Table 4A (Supplies other than those atiracting reverse charge and
supplics made through e-commerce operatlor)

s Table 4B (Supplics attracting tax on reverse charae basis)

o  Tahle 4C Supplics made through e-commerce aperator atracting TCS:
aperalor wise, rale wise)

« Table A (Dutward supplies other than supplies made through e
COMIMETSE operator, rafte wise)

s Tahle 6A (Fxporis)
# Table 6B {Supplies made to SEZ unit or SEZ developer)
s Table 6C {Deemed exports)

WoACST Ahmedabad Ling-11 (oo caseg).

ToACST: Ahmedsbads Lhatd6, Unit07 (lwo cases), Linit-0%, Unel-09 { four cases). Umit-Td {raq cases|.

Tnit-17 ¢thres cases), Vadodara Uni=dl (mwo cases), Uwie-dS, Rnjker Unic-5%  [hr cases),

Gandhudhar Unet-103 and Yieamgans STO Unait- 12 (theee ¢2acs)

This inchudes twa- cades of one loxpaver in Ahmodabaild Lnit-14, e reply W which was nt relevant

s the pudiz cbscTvation issued,

S AUST: Alenedabad-Usie-U5, Unat-06, Uoie-07, Unin=08, Und-0, Ugdi-10, Unel-11, Usit-14, Uiai-148,
Tlnit-20, Unit-21, Unit-22, Umi-13, Gorndbioagar Unit-24, Prantii Umil-2%, Visnagar LUnal-31
Vadodara Unit-39, Llaie-40, Ulsit-43, Sarel Unis-38, Yalaed Unin-0, Moabi Unif-% 1. Bojkos Uui-a0,
Llnii-93, Bloop Lhai-102, Gacslbidbam Lide-103 aead W iangam STO Unil-12

by
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# Table 12 {HSN-wize summary of outward supplies)

s Table 13 (Documents issued during the tax period)

The Proper Officer scrutimizes the return for s correctness based on the
information available on the system in varnous forms and statements [iled by the
registered taxpayers. In the absence of row wise information for each column,
the process of scrutiny by the Department as per its S0P could get hindered.
Further, in the abscnce of the desired details, Audit could not ascertain the
catcgory’ classiheation of supplics and levy of proper tax and sought the details
for the sampled taxpayers, This has glso been commented wpon in the earlier
CAG Report™.

When this was pointed out (January 2024 - December 2024), 18 Unit Offices
having purisdiction of 42 taxpayers™ accepted (March 2024 - June 2025) the
audil observation,

However, two Units Offices in respect of four taxpavers™, did not accept
(February 2024 - June 2025) the audit observation and stated that hifurcated
functionality was available from April 2022, Audit verified the facts from
Boweb and it was observed that invoice wise details of the supplies made during
the financial vear was not avalable,

In respect of the remaining 17 taxpayers™ reply™ was awailed (June 2025).
B Audit findings on Utilisation of Input Tax Credit

Input Tax Credit (ITC) means the Goods and Services Tax (GST) paid by a
taxable person on purchase of poods and/ or services that are used in the course
or furthcrance of business. To avoid cascading cifect of taxes, credit of taxes
paid on inpul supplies can be used to sel-off for paymenl of taxes on oulward
supplies.

Sections 16 and 17 of the GGST Act prescribe eligibility and conditions to avail
ITC. Credit of GGST cannot be used for payment of CGSTY UTGST and credit
of CGST! UTGST cannaot be utilized for payment of GGST. Rule 36 to 45 of
the GGST Rules preseribe the procedures for availing ITTC and reversal of TTC,

Chut of 193 cases of 65 taxpayvers” examined by Aundit. 419 deviations amounting
to T 3THY.36 crore were noticed in 165 cases of 6 taxpayvers. The deficiencies
were mainly on account of credit availed more than available, credit claimed
without payment of tax, ITC on capital goods and short reversal of TTC,

B Report of e Complrolba and Aoditor General of India foe the period ended March 2002-Complisnc: S

(Civil and Commerceal ), Government of Gujamt (Bepart Mo, 4 pf 20245,

¥ ACST. Abinedabasd Uric-05 § Foer, Llode-08, Ulisic-0% § 00k Unat- 10 (haved, Dlisr-11 ¢ free) Unic- 14, Dler
TR, Umat-Z 1 (revink, Unat- 22, Gandhonagar Lns-24 (Bear), Visnagar Umab-35 (iweal, YVadodara Unil-34,
Wadndara Linis-45 (rwo), Markd Tnae=21, Bajkot Llni=22, Lnit-95 (taa] and Yiramgam STO Thit-12
iTwal,

B ACST: Ahmedzhad Lmic-20 tlwod, Unil-23, Surat Linil-5%,

#ACST: Ahmedabnd Unit-06 dtseod, Unit-07 dwea ), Unat-08 (hreeh, Unit-1 1, Prasti Unil-29, Vadodarz

Lhiin—=80 { Cotary, Walssd Uidl-700 Bloa) Uisll-102 and Goedlisidbaem Ln=103 (Dwa),

The reply in respect of 16 laxpayers of the Rallowing ACSTs were it relevant 1o the zudit abservatian

isatsd; Akimedabpd Uiie-06 ghoeod, Unii=07 {tag b, Unid-08 (chieel, Unis- 11, Yadadens Lnif-40 (fourd,

Valsml Liat-70, Bhup Uois- 102 and Gaodbidbeem Cain- 103 (ol
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i. Nuppliers pussing ITC without fifing GSTR-318

As per Section 1602) of the GGST Act, 2017, no registered person shall be
enfifled to the credit of any input fax in respect of any supply of goods ar
services of both (o him unless the tax charged in respeet of such supply has been
actually paid to the Government, and he has fummished the retum under
Section 39 which shall be in GSTE-2E.

Audit observed (February 2024 1o January 2025) that in 69 cases'™
(42 taxpayers in 22 Units) out of 63 sampled taxpayers, the IT'C available to the
taxpayer (hrough GSTR-%, as given mm Table 8A, included ITC from
4,999 invoices of laxable value of T 31,91 crore involving tax of ¥ 5.36 crore
for which the supplier had not hled GETR-3D or supplier’s regestration was
cancelled.

When this was pointed out, in two cases™' of one taxpaver 2 0.57 lakh was
recovered including inferest, in two cases'™ of twe taxpavers the audit
observation was accepted and demand of ¥ 0,32 crore was raised,

In Ave cases'™ of five taxpayers, the Department did not accept the audit
obzervations and stated

(1) In two cases'™ of two taxpavers, it was replied that that ssue of notice
under Scetion 73 of the Act was time-bammed and legal remedy was not
available,

(1} In one case™ it was rephied that the amendment of a supplier was not
considered in GETE-2A. However, the details of such amendrment and
its impact was not intimated.

(iity  In one case'™, it was replied that adjudication proceedings on the issue
was dropped. Audit verified the DRC-07 and it way observed that the
audit 1ssue ratsed was neither included in the order nor clarfication made
available.

(iv) Inone case', it was replied that two suppliers had paid tax. However,

the Department did not provide any documentary evidence or details in
this regard.

In the remaining 60 cases'™ of 36 taxpavers, reply'™ was awaited (June 2025).

EACST: Ahmedabod- Unit-05 (seven cases), Unit-06 {ihres casesh, Unit-08 {eight casesl, Unit45
(i eagcal, Unit-MHfeur cses), Uinit-1 1 {3evcn coscs), Unid- 12, Dai- 18, Unii-20 (e casesh, Dhint-
21 fsim cases), Ungi-I3, Guodbicegar Uni-24 (owo cases), Pronti Und-29, Vadoderm Unil-3%
{twa casesx), Vadaodam Unit-45 {twno cases), Surat Unit-ad, BMorhi Tleie-010 [tass cazes). Rajkat Tinit-9L
Uedr-93  (rhees cases), Blo) Umie-102, Gaadhellsem Unic- 103 and  Vicogzans 5700 Lhior-12
{Throe casesh

T ACST Mads Unit=al [recovery of T 57,236 in bwo cases)

U ACST Mranty Unis-29 (one case - densand & 53240 and Bl Una-202 (ene asc-demand
T A2O3571L

B ADST: Ahmedsbad Unis-1 1 (owo casesd, Unit=-18, Yadedarn Unit-45 and Surar Uniz-63,

HACST. Alcedebad Unil-11 (wa cases),

LA CET: Vadodara Timit-45.

bOACST. Ahmedshad Linis- L8,

B Sara Lgit-o3, Almedabad.

=
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it. Availing of ineligible ITC

Section 16 of the GGST Act allows availing of I'TC on any supply of goods or
serviees or both which are used or imtended to be used mm the course or
furtherance of his business. Section 17(3)(h) of the Act read with Rule 44 of the
GGST Rules, 2017 provides that the useful life of any capital goods shall be
five years and ITC on capital goods written off under the specified period shall
have to be reversed in case of sale on a pro Fata basis.

Audit observed from the financial statements of a taxpaver under the junsdiction
of Unit-08, Ahmedabad for the years 2018-19, 2009-20 and 2020-21 that the
taxpayer had written off 5.1 1 crore, T 4.17 crore and ¥ 5.19 crore respectively
during these vears as decommissioned asset! obsolete or lost inventory which
included assets deactivated within a span of two to three years e within five
years of 1ts acquisition. The ITC availed on the decommissioned assets wntten
off were liable 1o be reduced on pro rata basis under Section 17(5hy of the Act
read with Rule 44, Department did not produce requisitioned granular records
on assets acguired and decommussioned within five years. due to which the
correctness of the excess I'T'C availed by the taxpaver could not be verified
by the Audit.

O this being pointed out (May 2024), the Department replied (June 2025) that
details regarding the audit observation have been sought from the axpayer.
Further reply was awaited (June 2023).

ith. Noen/ short reversal of ITC

Section 16 of the GGST Act allows availing of ITC on any supply of goods or
serviges or both which are used or intended to be used m the course or
furtherance of ks business. Section 172} of the GGST Act, read with Rule 42
and 43 of the GGET Roles, states that where the goods or services o both are
used by the registered person partly for effecting taxable supplies including
gero-rated supplics and parly for cffecting excmpt supplics, the amount of
credit shall be restncted to so0 much of the iInput tax as 15 atinbutable to the said
taxiable supplies including wero-rated supplies.

Audit observed (February 2024 10 Jamuary 2025) mismatch in 18 cases''™
(seven taxpayers) where the taxpayers had exempted or nil rated supply of
¥ 316A.75 crores against the total tumover of ¥ 20,548.76 crore. In 11 cases'!t

out of the I8 cases, no ITC was reversed under Rule 42, In remaining

" ACET: Ahmedabad Tnit-05 [=even cases), 1TTnib-0F (three cases), Uingt-08 [eight coses) Tnit0%  wine
cases], Umd- DO (e cetesh, Uint-11 (fove cames), Unit- 14, Uit 20 (dheee cames), Unil-21 {gix cmes)
Phit-23, Gandhanagar Lini-24 {rwa cases), Yadodoarg EFi-39 (teve cases), Unil-25. Ragkor Lini-92.
That==3 [thres cases), Gandhiadham Uait- 103, and Viesmgary Unit-1 2 {three casess

Y This deeledes seven cagss e follewang ACETS, the replics of which were wor relevant o the awds
abservation issaed: Ahmedabad Lm0 (three cases], Umie-10, Linil-20 (e e and Candhinagsr:
Lmii=24 (1w casces )

S arsT: Albmedabed Unit-05 (st cascs), Unle-20 18ee cagesd, U-2 0 Jilimos casss), Morbs Undi=]
ifhree cases), Rajkol Unil-92 {lvwar cases) and Unig-53.

ACST. Abmdobsad Ulnit-00 (wo cazesh, Unit-2 1 (theee eases), Marlsi Unit- 91 (three cssegld. Ratkol
Lhuat-92 {1wen casesy amd Lionl-%3.
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seven cases either the ITC was reversed as a per cen! of The exempt lurnover 1o
total turnover or the details of the reversal were not on record for Audit to venify
its correciness. In the absence of the details of common input credit. specific
eredit, blocked credits, ete. Audit could not cxaming the correctness of the [TC
availed in these cases

When this was pointed out, in four cases''® the audit ohservation was accepted
which included recovery of 2 0.17 lakh in three cases'™ along with interest and
penalty and demand in DRC-07 was raised in one case'"? for € 4.13 crore aleng
with interest and penalty.

In five cases''” of two laxpayers, the Department did nol accept the audit
observations and stated

(i)  In two cases''® of a taxpayer, it was replied that the taxpayer had
reversed ITC in proportion of supply of MEIS'. The reply is not
acceptable as the reversal of ITC 15 to be determined in accordance with
Rule 42.

(it} In three cases!''? of another taxpayer, it was replied that the igsue raised
by Audit was considered through venfication of Books of account
during audit under Section 65 and the matter was closed.

The replics in the above cases wers not acceptable az the Department did not
produce requisitionsd granular records like common credit, blocked credit,
credit on exclusive laxable supplies, due o which Audit could not venfy the
coftectness of the reversal of excess 1TC as per the provisions of Rule 42 by
these taxpayers.

In remaining nine cases' of thres taxpayers, reply was awaited (June 2025),
iv. Refund refated issues

Section 54 of GGST Act, 2017 supulates that any person claiming refund may
make an application before the expiry of two vears from relevant date™™ and as
per cireular™®’ of 21 November 2019 refund application in Form GST RFD-01
along with statements’  declarations’ undertakings 15 to be  fumished
electromically w.ef 20 Sceptember 2019, Where an application for refund is
made, the Proper Officer shall ssue an order within 60 davs from the date of
receipt of application complets in all respects,

EER Y 1 Eajket Thnit-93, Morhi Linit-08 [three coses)

O ACST Morbs Unin-91 (three cases).

AUST: Bako o493

ACET: Ahmedahad Linis-lE (fhree cases) and Rajlkos Unit-92 ¢iwo cases),

AUST: Majkoot L2 [taws cagesh

Yerchandize Exparts fram Inadia Scheme.

ACET: Ahmedsbod Linis-T (three cases),

AUST. Admedsbod Unit-06 (wee vasesl, Unic-20 (tieey cased] and Uit 21 (theee cages ),

Far govds exparted by sen or oic owl of Indiz where s refund of tax paid is available the date on which
she ship e the pircraft i wlich such zoods o leodad, leaves Jadin,

BE Circudar Boo 1254020 09-GET dated 21 Movembss 2015 with effect From 26 Sepronber 2014%

e TR e e - 5
El = - -
[~ T~ A= R
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Audit observed (Tuly 2024 to October 2024} in four cases'? ol pwo laxpayers
ivolving £ 387 crore deviations in the nature ol delay in 1ssue of refund order
and non-adherence to the procedures laid down for sanction of refund order,
which were pointed out to the Department. However, the reply was awaited
(June 2025), An illustrative case is featured below,

A taxpayer under the jurisdiction of Unii-24, Gandhinagar for the year 201 8- 19,
reported claim and sanction of refund of 2 3.63 crore as shown in Table 15A

on Boweh, it was found that the application in GST RFD-01 was not disposcd
of a5 on the date of Audit (Tuly 2024),

On this being pointed out {July 2024), the Proper Offcer stated
(September 2024 that the detaled reply would be furnished in due course.
Further reply was awaited (June 2025},

v. Mismatch in claim of ITC as noticed from returns

Audit analyzed the GSTR-2A data of selected taxpayers along with GSTR-3B,
GSTR-9 and GSTR-%C filed by the taxpavers, there were instances af
mismatches of ITC among various returns and tables which are tabulated below
and detailed in Appendix V. The mismatch could not be examined in detail by
Audit since relevant records were not produced by Deparment, However, in
some cases Department has replied to the mismatches pointed ouwt by Audit as given
in Tahle 2.3,

Table 232 Mismateh in claim of FTC as noticed belween refurns

Farameler Taxpayers P sl ik Akl Aot ol

deficicncics LUlmit mismatches
oiflers (£ in erore)

ITC mismateh between GSTR-
2A and GSTR-3B GETR-9.
{11 TTC  declared  in GSTR-9
{Table &8 HEC — TH excesded
ITC a5 por GETH-TA,
{ny bxeess ITC  availed  worl. 20 26 12 FRET
provisions of Bule 3604112,
Excesz ITC clagmed compared 1o
lan  paid under mevernsy charge
III.EL'IIL'IHiE-CIII.
[T availed in Table & of G5TR-%
excepded ROW liakility as per
_GSTR 3B Table 3. PR,
ITC mismatch between CETR-
Waly)! GSTR-IE (4A4-4B{2))
and GETR-&/ GETR-2A.
ITC claimead thaougl Table 60 of i 12 4 5d.65
OETR-Y excesded I'TC dismilbted
Ty TSTD thidugh GSTR-A {Takle 7
_- Table £1of GETR-2A.

24 34 17 U215

3 1 T 51

- ACST: Gandhinager Unit-22, Vododara Unit-43 (three cascs),

S0 per cond up w0 ALLE UL vade notficaion (20195t Taxh oo L0 LO2BEY, LI ser ceal Sioan
01002020 1o 3102, 2020 vide ralification 7320 19-Siele Tax daied 27123019 and five per corrd vide
astiAeption 8452000 Sate Tax dated 31122020, Fanher, efigille craliz avnifnlle oz uplomlbad by the
supplicss sl shall apply cumualatively Jor b s period Fobruasy 2020010 Sagas: 220,
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Parameter Taxpaycrs No, of Mo, of Amount of

deliciencies Limd imusimntches
offices (€ in crore)

ITC mismateh as per Table 8D of
[x5TR=9.

ITC claimed through Table 8B +
B of GSTR-9 excecded [T
available azper Table 8A of GSTR-
3,
ITC mismaich as per awdited
financial statement and annuaal
relorn

ITC amounting w ¥ 214,24 crore
was avled n excess Ihr:lqgh
GATR-% a5 gompared to the annuaal
(mancial statement as declzed in
_Table E2F and 14T of GSTR-9C.
ITC mismatch az per Table & of
GETH-9

The ITC availed throwgh GSTR-3B
as per Tahle A& of GSTR-9 e iy 12 1700
excecded the ITC ac deelared in
Table Gl-[5R + 80 = 6C 4 A0~ 61
+BF = 605 = 6H} of GETRE-%,

Xl 2l Fol 734,11

t2 15 11 21424

A and GSTHR=Y Tahle BA
ITC ‘available s per GSTR-IA 5l &7 25 1288 54
exceeded the aute populated TTC
amount.

ITC Im GETR-H&A} more than
GSTR=-IA

ITC available 2z per GETR-HEAR
exceeded the ITE in G TR=XA.

37 5 17 35E:20

C  Aundit findings on discharge of tax liability

The taxable event in GST is supply of goods or services or both. Section 9 of
the GGST Act is the charging section authorizing levy and collection of GGST
on all intra-State supplics of goods or services or both, except on supply of
aleoholic hguor for human consumption. The walue of taxable supply is
determined under Section 15 of the Act, and tax may be imposed at such rates not
exceeding 20 per ceni under Section 9, as may be potified by the Governmen:.
Section 5 of the IGST Aet vests levy and colleetion of IGST on interstate supply
of goods and services with the Central Government with maximum rate of 40
_ITJE.“:" EREr.

Similarly, the powers granted under Sections 903) and 9(4) of the GGET
Act, and Sections 5(3 ) and 3(4) ol the 1G5ST Act, provide for reverse charpe levy
on certain goods or services, wherein the recipient of the goods or services or
both shall be liable for payment of GST instead of the supplier.

Audit observed 201 deviations in 113 cases of 33 taxpayers amounting to
T 1,024.44 crore, where taxpavers had either nod paid or short paid the tax on
the supplies. Andit [indings are discussed in succeeding parapraphs.
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i. fncorrect availing of exempiinng

As per Section 11 of the GGST Act, where the Government is satisfied that it is
necessary in the public interest to do, it may, on the recommendations of the
Council, by notification exempt generally, either absolutely or subject 1 such
condilions a5 may be specified therein, goods or senvices or both of any
specified description from the whole or any part of the tax feviable thereon with
effect from such date as may be specified in such notification. Explanation to
this Section clarifies that where an exemption in respect of any goods or services
or reth from ihe whole or panl of the tax leviable thereon has been granted
abaolulely, the regislered person supplying such goods or services, or both shall
nol coflect the lax in excess of the effective rale on such supply of goods or
services of both. As per the notification 872018 ssued by the Department, GST
on used car was exempt 1t excess of nine and six per cent.

Om cxamination of records of three taxpayvers (five cases)™, Audit observed
(February 2024 to Seplember 2024) that the taxpavers had claimed exemption
on sale of used cars, insuramce claim and miscellanasus mcome with lurmover
ol T 1564 crore,

Audit examined the retums and other financial records of these faxpayers and
phserved five instances where the taxpayers had deelared exempted income. Out
of these three taxpavers, Audit observed

(i1 As per notification 82018 dated 25.01.201% intra State supply of used
vehicle was exempt from 8GET exceeding nine per cent and 8iX per cent
based on the capacity of the engine and length of the vehicle. The
notification further provided that tax shall be payable on the margin of
the supplier which shall be the difference between the consideration
received for supply of such goods and the depreciated value of such
goodds on the date of supply i case where the supplier had availed
depreciation under the Income Tax Act, 1961 and in other case. tax shall
b paid on the valuc that represents the margin of supplier which shall
be the difference betwesn the sellmg price and the purchase price. In
bath cases where the margin to the sapplier is in the negative, it shall be
ignored. However, the nolification further provided that where the
supplier of such poods has availed input tax credit as defined in clause
{63) of Section 2 of the Gujarat Goods and Services Tax Acy, 2017,
CENVAT as defined im CENVAT Credit Rules, 2004 or the input tax
credit of Value Added Tax or any other taxes paid, on such goods, the
noditication shall nod apply 1o such supplier.

In respect of one taxpayer, in three cases'’" the taxpayer had claimed

excmption / ml rated supply on the sale of used car of ¥ 8.09 crore.
However, further serutiny of the record revealed that the mxpaver had
availed CENWVAT credit as shown in Form 30T and was therelore not
eligible for availing the exemption of the notification. On this being
pointed out, the JCST replied (Aprl 2025} that the exempt supply was

O ACET: Ahmedebad Unin-20 (three eazes), Guodhisnpar Thsit- 24, Prootij b2,
B ACST: Ahmoedsbad Uois-20 three cases),
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of used car purchased during the VAT regime and sold at a loss. Tt was
further stated that the taxpayer had not availed VAT CENVAT credit
on such purchases. The reply i3 not convincing as Aundit observed from
Form 3CD that the taxpayver had availed CENVAT credit.

(1)  In another case of a taxpayer, Audit observed on the examination of the
financial records that tax was not paid on income from insurance, and
other income of € 1.22 crore. In response, the JCST replied (April 2025)
that insurance pertained to breakage during transit. The reply is not
acceplable as Department did not provide the granular records like
ledeer account of other income and details of ITC reversed.

(1) In one case of a taxpayer, Audit observed that the taxpaver had clamed
exemption for miscellaneous income of T 6.33 crore. As Department did
nol produce the requisitioned granular records like ledper account,
invelees bifurcation of miscellancous income, Audit could not asceriain
the nature of the income and 18 1mpact on turnover, This was brought to
nitice (September 2024) of the Department, Reply was awated.

it.  Nen-payment of tux on deemed supply <job work

Section 143 (1)a) of GGET Act specifies that the inputs or capital goods, other
than moulds and dics, jigs and fixtures, or tools, sent out for job work should be
recetved back afler completion of job work or otherwise within one year and
three yvears, respectively, of their being sent out, to any of his place of business,
without payvment of ta. Further, as per Section 143{3), where the inputs sent
for job work are not received back by the principal after completion of job work
or otherwise in accordance with the provisions of ¢lause (a) of sub-scction (1)
or are not supphied from the place of business of the job worker in accordance
with the provisions of clause (h) of sub-section (1) within a peried of one year
of their being sent out, it shall be deemed that such inputs had been supplied by
the principal fo the job worker on the day when the said inputs were sent out.

Audit observed that a taxpaver {threc cases)'™ had sent inputs weighing
29.73 lakh Kgs. during 20018-1% to 2020-21, However, Audit could not venfy
whether mpuis weighing 13.33 lakh Kgs. valued ¥ | 48 crore sent for job work
was recerved back within the presenibed time as the axpayver had not filled up
the original challan numbers in the [TC-04 fled during the period April 20019 to
June 20149,

This was brought to the notice (September 2024) of the Department, Reply was
awailed (June 2025).

irL, frregular application of concexsional rate of fax wnder notificafion
withowt satisfying wnderlying conditions

The tax on the composite supply of work contract that predominantly invoelve
carth work'®” provided to the Central Government, State Government, Union
Ternitory, Local Authority, o Governmental Authority or a Government Entity

OACST. Vadodar Unit-43 {theee chses),
B Comstitabing oor than 73 per cewd of U value of G wocks comin,
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as defined in Section 2(119) of the GGST Act 2017 15 notified'?® at the rate of
five per cenl.

A taxpaver under the jurisdiction of Lnit=31, Visnagar for the vears 201819
and 2019-20 had clsimed exemption for reccipts of  13.07 ¢crore and
% 280 crore respectively on the grounds of it being consideration relating o
execution of pre-GST pertod works contract. During scrutiny, the Proper
Oficer rejected the exemption claimed but accepted the taxpayer’s submission
that the work contract receipts were from carthwork tor railways. Accordingly,
concessional rale of fve per cent lax was applicd under notification #id and
demands of T 063 crore and (0,14 crore were confirmed for the year 201 8-19
and 2019-20 respectively, which were paid by the taxpayer.

Audit requisitioned the Department (November 2024), to produce records such
as work order, Running Account (RA) bill for verification. The Departiment
provided bill, work order of contract and BA Bill in respect of construction
coTiTAcT,

On examination of records, it was observed that the taxpayer was engaged m
supply of carth work on Alirajpur-Jobat Sections between KM.35/0 to 56750
under a sub-contract agreement with the main contractor who was awarded
(March 2017) the contract for construction of the new BG line betwecn
Chhotaudepur-Dhar by Ratlways and the records provided by the Depariment
consisted of agreement between the main contractor and the axpayer
(sub-contractor) for earthwork and invoices issued by the sub-contractor to the
contractor. The taxpayer”s supply of services was to the main contractor and not
to Ratlways. Hence, the taxpayver was not cligible for concession under the
notification and was lable to pay tax of T 2.86 crore ot the rate of L8 per comt
instead of T 079 crore determined at the rate of five per cend by the Proper
Officer resulting in short levy of T 2.07 crore.

iv. Mismaich in nedischarged tax lability as noticed from refierns

Audit analyzed the GETR-1 data of the selected taxpayers along with GSTR-
3B, GSTR-% and GSTR-C filed by the taxpavers and ohserved instances of
mismatches of supply turnover, tax liability and @x payments among variows
returns and tables which are given in Table 2.4,

HE Wi Fcation Mo, 392007 lotegrated Tox (Rave) dated 131024017,
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Table 2.4: Mismaich af suppi'_l.' us nticed between relurns

Forameler M, ol Mo, ol Pyin, ol Ampnaunt ol
taxpayer deficlencies Unit mifsmatehes

llices (# im erore)

Mismatch in furnever of supply a5 per
Audiled Fingancikal Statement and Annual
Reiurn

In five cases there w2 a mismatch in
furnerer ag per GSTR-2C Table 5B and in
four cases the mrsover of GSTR-9 was

overstated in GSTR-SC Table 50, & i 2 L
OSTHE-2C Lmit  Cases KR
(% i crore)
] i 4 A A28
Sy 2 2 LD
GETR-% y i _
Mismuaich in tuzuble turnover of supply as
per awudited filnanelal statement and
nmnusl return
[r six cascs, there wad amismatch in wrmover
a5 per GETR-SC Tahle 705 and 10 three cases
the twmaver of GSTR-9 was oyversdtated in 1
GSTR-9C Table TF. ' : e ity
GETR-9C Unil
G 5 i | 132
TF= z 2 [ @0z
GSTRY e .
Mismatch of tax payvment as per G3TH-9 |
nmd GSTR-HC
There was a mismatch i GETR-9C Table SR
m sme eass fomne Ut In Feve cases (3 Linids), 5 & i TR

thoagh  there was e mismaich in tax
paviment shovwn in GETH-SC (SE) the tax
paid a3 per GSTR-9  was  oversmared
{2 8425 crore ™) in GSTR=%C Table 90,
Tax linhility mismaich beiween GETR-1
and GETR-Y,

Tax hakility declared m GRTR-1 [Table £
{excluding 4B} +T5+TH+T7+T9 Amended
vahie - ongrinal value of same invoice} 43 T ad 71,04
Diehit Motes of 9 - Credit notes of @ T LA-
TIIB (nel of sdvamee wnd sdjustment of
Table 117 excecded the tax lability as per
GSTRS [Table AN-4G).

Mismateh in fax  lishility of GETR-
1AGETR-? and taxpavment in GSTR-T.
The tax pand a5 per GSTR-% Table (%+13-405)
was compared to the higher of the tax Liability
between GETR-1 Toble 4 (excluding
ABF-TS+THo+TTH  {Amendsi  walue
omgmal vidue of =ame mvorced -+ Debit Mofes
af @ - Crodit notes of 9 + AT LB {nepof |

3R T2 21 G

B Wivmateh us per GSTRAC Table 97 in ane caze was T 67,136 and mismateh betwesn Table 90 of
GETR-9C 128 1032800 end Table 9 of OSTE-0 (8 6l 2874870 we € 002757537 teinlling
% GULZEZE Gl
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Paramoter Mo, of M, of Mo, of Amaunt of

lmxpuyer dehcwencies Lmid miismatehes
offices (¥ im crore)

advanze and adiastment of Table 11 and
LA TR N30 - D= ),

Mismaich in taxable value as per GSTH=
L B

The adpisiments from  omosver of the
financial slatements without assigning reason
121 GisTRABC [ Tuhle 501 wils
17540 crore.

5 21 4 | 7540

The mismateh of  2,022.37 crore in these cases could not be examined in detail
by Audit since relevant records were not produced by Department. The details
of these cases ane given in Appendix Y1,

2.1.9 Conclusion

The Phase Il of the audit on Department’s Oversight on GST Payments and
Returns Filing was undertaken as a follow up of Phase | audit. It covered the
period from 2018-1% 1o 2020-21 and was onented towards providing sssurance
on the adequacy and effectiveness of systems and procedurss adopted by the
Department with respect to tax compliance under the GST regime. This SSCA,
similar to DORF Phase 1. was predommantly conducted based on data analvsis,
which highlighted risk areas and red fags.

A data drven approach was adopted for planning as also, to determine the nature
and extent of substantive audit, The saomple for this S5CA comprised a set of
deviations identified through data analysis for centrabized audit thal did not
invalve feld visits; a sample of taxpayers for detailed aodit that invelved Geld
vizits and scrutiny of taxpayer's records at departimental premises; and a sample
of Units for evaluating the oversight functions of the Unats. The audit sample
therefore comprised, 738 high value moonsistencies across 16 parameters
selected through global queries, 65 taxpayers selected on risk agsessment for
detailed audit of GST returns for the yvears 2018-1%9 to 2020-21 and 10 Units for
aucit of Units.

In the sclected Units, Audit observed deviation from provisions of the Act
Rules and instructioms on  cancellation of registration, revocatiom of
cancellation, and delays in recovery of demands.

With respect to Centralised Audit, out of the 738 high value data inconsistencies
wentified by Auwdit, the Department responded to 733 cases invelving
mismatches of ¥ 31,053,447 63 crore, This meluded onc case of data enmy crmor of
% 50,70,540.45 crore where while prepaning e-waviill for the movement of the
goods, the taxpaver had mentioned delivery challan number of 15 digit in the
columin of Taxabie value, Farther, 221 cases turmad cut o be deviations, with a
revenng implication of  Z,606.62 crore. A relatively higher rate of deficiencies
wis noticed in nsk paramcters such as mismatch in tax labality declared in
GATR-3B and disclosurcs in E-Way Bill, undischarged tax hability between
GSTR-01 and GSTR-0% and TTC mismalch between GSTRE-2A and GSTR-2E,




Chapier 1 Subjver Specific Compliance dudity

Chut of 63 taxpayers selected for detaled audit, in 63 cases the granular records
of the taxpavers were nol fortheoming which constituted a sigmficant scope
limitation. These cases represent a potential risk exposure of 2 1,234.71 crore
towards identificd mismatches in ITC availment and ax payvments,

2.1 Recommendations

e —

f. The Depariment may sirefgthen the moniforing mechanism in
Units and ensure that the timelines specified for cancellation of
registration and revocation of cancellation orders are complicd
witlh,

2 The Department may consider devising appropriate mechanism to
ensure mandetory filing of GSTR-10 by all faxpayers wiose
registration is cancelled and infimation be issued by Proper (ffficer
fo proceedings under Section 62 of the GGST Act ro determine tax
ficchility in cases where GESTR-10 ix not filed.

i The Department may conseder faking up the issue of data entry
errors with the GSTN to introduce validation conteels in G8T
Reiurns to curb data eniry errovs, enhance taxpayer compliance
amd facifitare better seruting.

& Department needs fo ensure the production of records during the
course of field awdif ax non-producion of reguisifioned granufar
records resully in the scope limifation and hampers Awdit in
discharge of its duties.

5. The Department may consider taking necessary acion v making
available invoice-wise information’ particulars for all the tables in
GSTR-1 at the back-end portal of Department. /!
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The Molor Vehicles Act 1988 (the MV Act), was enacted by the Parliarment to
provide comprehensive rules regarding:

. Issuance of licenses to drivers of motor vehicles,

. Issuance of licenses to conductors of stage carriages,
] Registration of motor vehicles,

L] Issuance of various types of permils, efc

According 1o the Government of India {Allocation of Business) Rules 1961, the
Ministry of Head Transport and Highways {MoRTH) is responsible for
formulating broad policies pertaining 1o road transport and enforcing the MV
Act along with the Central Motor Vehicles Rules 1989 (CMVR).

The Government of Gujarar (Go(i) in exercise of powers conferred by Section
138 of the MV Act notified the Gujarat Motor Vehicles Tax Act 1958 (the
GMYT Act). the Gujarat Motor Vehicles (Taxahon of Passengers) Act 1958
and the Gujarat Motor Vehicle Rules 1989 (GMVE),

2.2.1.1 Governance Structure at the State Level

Addvann] Chiel Secremry {ACE)
TransporDopastmant Goly

Commisdener ol Trangart {CT)
Charman, Btabe Tonspnet Anthority

oS0 -1

0501 .
{Enforcement, Eoad Safety, Adminiztratios, { Establishment,
Caerdinstion [isenes Ragivry, EV Paler) Emguiry,
Thx pnd Permit)

| E s 1

3 Anintant Repianal Tresagsort
Fegional Transpari Ofecem - 14 Officen~ 13

Chesch Pasts — 58
[Vehicks moniioong & sodroem i)
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The Transport Department, Gol headed by Additional Chiel Secretary (ACSE)
is responsible for the enforcement of Motor Vehicle Legislations in the State.
He 15 assisted by the Commissioner of Transport (Col), who serves as the
Chairman of $tate Transport Authority'™. The CoT is responsible for the overall
functioning of the Regionz]l Transport Offices (RTOs)Y Assistant RTOs
(ARTCR) in the State.

The CoT is assisted by two Officers on Special Duty {05Ds), one in-charge of
Enforcement. Road Satety, Administration, Coordination, Licence, Registry
and Electric Vehicles (EV) policy, and the other in-charge of Establishment,
Enguiry, Tax and Permat,

There are 14 RTOs', 23 ARTOs" and 58 Check Points functioning under the
CoT. The Check Paints have been established to monitor the intra-state
movement of vehicles and levy/ colleet the applicable fing penalty 0 case of
violations of the prevalent laws! rules.

All RTOs" ARTOs in the State provide vehicle related services like regisiration,
permit, taxation, fitness certification arc. through “VAHAN-AT {for registration
of vehicles) and Driving License-related services through “SARATHI
Applications

2.2.1.2 Financial Outlay

The Motor Veheles Tax (MVT), Fees and vanous levies fowards services
rendered under the MY Act State Acts are collected as State revenue, The MYVT
is one of the major sources of tax revenue receipts'” of the State. The levy and
collection of MVT is governed by the GMVT Act, the Gujarat Motor Vehicles
{Taxation of Passengers) Act 1938 and the GMVR. The cxpenscs towards
admimistration, pay and allowances of staff, creation of infrastructure, #fc
constitute the expenditure of the CoT.

The revenue collected and expenditure incurred by the CoT during 2019-20 to
2023-24, is given in Chart 2.1.

A Sartion % of the MY Act mandaies the esthblishment of Staie Transpont Authorities | STA=) acrass
lentia,
(1) Abmeadabad, (i) Bhamagar, (i Crosdbra, {0 Hlimmatmagar, (9] Jamnaear, (vi) Jumapadh, g
Kousch-Bimi, viiid Mehanna, (ix) Nadiad, (%7 Palanper, (6601 Rajkat, (2 Suras, dxiiis Yadodars, and
(xiv] Valesd
M2y Arand, (i Ampar, firi] Ameeli; (iv) Banbali, [v) Bavla, (v Bhanech, (vt Bodad, {viia) Chhota-
Uldepur, (ixk Bahod, (0 Limg-Ahwa, (xik Gandhmagar, (it ) Khambalive-Brevbheomi Daarks, (xiin
Mabisagaz-Lusmeadu, (uv Arvalll, Cov Marld, (ovi) Movsa, (avid Pabin, (visk] Pocbanda, (ix)
Fappiply, [xx] Surendranager, {xxii Verval -Gir Sommath. (xxei} Vasiral (Abmedabesi}, and | xxiiz)
Wyara-Thpi.
Aller Vaboe Added Tax, Electrdcity Duly il Stunp Duty.
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