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Foreword

We are at a time when the tax transformation and the introduction of technology in the way
people handle compliances in business is changing at a rapid speed. With this comes the
wide effects of many changed government reforms. On similar lines, there are various addi-
tions to the GST Audit manual every year by the Indian government, and it becomes impera-
tive for the taxpayers to keep up to date with these reforms.

In 2023, the government has taken a great initiative to introduce new and upcoming areas of
improvements for both the audit authorities and the taxpayers to experience a streamlined
GST audit process without any hitches.

A detailed explanation and more comprehensive guidance regarding Thematic Audits have
been given by the government in this year’'s GST Audit Manual to let the audit authorities
focus categorically on the area of audit discrepancies. This has not only saved the time and
efforts of the authorities but also helped taxpayers do their business operations more effi-
ciently.

In this E-Book we give you an overview of the GST Audit Manual 2023 and the topics covered

under it. This e-book will help guide the CAs, Finance Heads and the CFOs in the right direc-
tion while handling GST Audits for both, internal audits and special audits.

02 |
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Introduction

The Goods and Services Tax (GST) is an essential indirect tax regime that has been in place
in India for the past 6 years. It was implemented in order to simplify and streamline the
taxation process. One of the main elements of GST implementation is the GST Audit. This
mechanism helps to administer compliance, transparency and efficiency in taxation. In
order to facilitate a smooth audit process, the tax authorities and professionals publish an
official GST Audit Manual, which acts as a comprehensive guide for conducting GST audits.

Whatis GST Audit?

GST Audit examines a taxpayer's financial records to ensure all the GST regulations are
complied with. This examination is undertaken by a qualified auditor appointed by the
department. The auditor is expected to follow the Audit Manual prepared by the Com-
mittee of Officers (Co0O) who are appointed by the tax department.

04 |
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What is GST Audit Manual?

The GST Audit Manual is an official document issued by the CoO of the GST audits. It
serves as a reference point for auditors and tax practitioners to understand the audit
process, its objectives, methodologies and documentation. The manual is updated
periodically to keep up with the changes in tax laws.

GST Audit Process

Audit under GST
¢ ®
Audit by Taxable Person Audit by GST Tax Authoritics
(if threshold 32 Crore) udit by x Authoriti
|
|
® 6 i
File Audited . At by a OB
Returns pecia ' udit by a
- General Audit g‘om'”?te_‘d S
Audited Accounts (Order by el
[ (Order by
+ Commissioner) .
Deputy/Assistant

Reconciliation

Statements Commissioner)
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Who Can Use The GST Audit Manual?

The GST audit manual can be referred by:

Tax Tax Any businesses

practitioners Auditors related to GST

An authorized commissioner or officer can conduct the GST audit, as mentioned in
Section 65 of the CGST Act and Rule 101(3).

GST Audit Manual Explained

The audit manual is segregated into different chapters to help understand in detail about the
process. There are 9 chapters explaining other parts of the audit process. After the branch-
es, different annexures are stated for reference for the audit process. Below mentioned are
the chapters explained in detail.

Chapter 1

06 |
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Audit Manual Chapters

Chapter 1: Definition of Audit and Legal Provisions

1| Definition of Audit

An audit is defined in sub-section 13 of section 2 of the CGST/SGST Act, 2017, as - a "de-
tailed examination of records, returns and other documents maintained or furnished by the
taxable person under this Act or Rules made thereunder or under any other law for the time
being in force to verify, inter alia, the correctness of turnover declared, taxes paid, refund
claimed and input tax credit availed, and to assess his compliance with the provisions of
this Act or rules made thereunder."

GST Audit is Detailed Examination of Records, Returns and
All Documents to Verify Correctness of

il & ®

Turnover Taxes Paid Refund Claimed

ITC ‘ ‘ E-]@

ITC availed Assessment of
compliances

The definition states that the GST audit's scope is not only restricted to the reconciliation of tax
liability or tax payment but is also extended to ensure the provision of the GST laws is thor-
oughly followed.

o7 |
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There are 3 types of audits prescribed in the manual. They are Audits by Tax Authorities, Special
Audits and Turnover based Audit. The 2023 audit manual is focused only on audits by tax author-
ities. As per section 65 of CGST/SGST Act, 2017 and rule 101 of CGST/SGST Rules, 2017, the Audit
by tax authorities is to be conducted by an authorized officer the commissioner appoints.

3 Types of GST Audits

Types of GST Audits

By Registered Person By Tax Authorities

When annual turnover
exceeds Rs 2 cr.

Audit to be done by
CA or CMA
General Audit Special Audit by CA
(order by Nominated by
Commisioner) Deputy Commisioner

08|
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2 | Legal Provisions and Rules by Tax Authorities:

1 - Provisions of Act:

- The commissioner or his appointed officer can undertake an audit of any registered person
for a period as prescribed. The Audit should be taken in a specific manner if suggested by the
authorities.

- The Audit can be conducted at the place of business or office of the registered person by the
appointed officer or commissioner.

- A notice must be sent to the registered person 15 days before the audit date.

« The maximum time within which an initiated audit should be completed is 3 months from
the date of commencement of the Audit. If the auditor is not satisfied with the Audit being
completed within 3 months, he may provide reasons for an extension in writing and ask for an
extension for not more than 6 months.

- The registered person is required to provide the appointed officer with the necessary sup-
port and facility for verification of his books of accounts.

- The proper officer shall provide a record of his findings, rights and obligation within 30 days
from the conclusion of the Audit to the registered person whose records are audited.

- From the findings, if the auditor detects tax not paid, short paid, wrongly availed ITC or erro-
neous tax refunds, the auditor may initiate action under sections 73 or 74.

2 - Provisions of the Rule:

- The period of Audit to be conducted should be a financial year or a part or multiples of the
financial year. Mix and Match of different years are not allowed for the audit process.

- The place of the registered person where the Audit is to be undertaken, a notice in FORM
GST ADT-01 in accordance with the provision of sub-section 3 of section 65 should be sent
by the proper officer.

« The authorized officer and his team of officials are required to take notes of observations on
return and income statements, supply of goods or services, exemptions and deductions
claimed, etc.

- The proper officer is required to notify the registered person of the discrepancies discov-
ered and give him the opportunity to file a response to the stated findings, after which the

proper officer can take action based on the response filed.

- According to Section 65, Subsection (6), the proper officer must notify the registered
person of the audit findings in FORM GST ADT-02.

09 |

This document is confidential and intended for our business engagement only. Unauthorized use or disclosure is prohibited.

For inquiries, contact marketing@binarysemantics.com.



(/ 6STrobo®

b Binary
Semantics®

Though the legal provisions and rules apply to all taxpayers and the authorities have
been doing a commendable job at procuring the correct GST amounts from the taxpay-
ers, but still there is a large section of people who evade these rules and provisions.

This is apparent in the following figures stating the total tax evasions detected and tax
recovered by the authorities after detailed GST Audits being held across nation.

Tax Evasions Detected & Recovered YOY Due to GST Audits

,\ I : :

N Q %) o0

2] < ) ) o o — %)

LN O 0 ] o o © ~

0 S N ~ o =) — N

o a ~ < = ) )
2019-2020 2020-2021 2021-2022 2022-2023

. GST Evasion Detected (in crores) . GST Recovered (in crores)

It is due to these increasing numbers of tax evasions YOY that the government’s firm steps towards
curbing the cascading effects of tax evasion were introducing in April, 2023. A special all India drive is
being held to detect the tax evasion cases and stop the increasing effects.

In 2023 till now, the indirect tax administration has unveiled X22,000-crore tax evasion from nearly
48,000 cases, all due to GST Audits.

10 |
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Chapter 2: Purpose and Principles of Audit

1| Purpose of the Manual
The All India Model GST Audit Manual is intended to be a comprehensive guide for the audi-

tors and teams of the Centre and State/UT throughout the process, starting from finding the
taxpayer for the Audit till the completion effectively and efficiently.

2 | Aims and Objectives of Audit

- To ensure all rules, regulations and compliances are followed regarding tax administration.
- To detect any non-compliance or revenue realization.

« To prevent non-compliance in future.

- To encourage voluntary compliance.

 To find loopholes of non-compliance and to prevent the taxpayer from such behaviour.

- To report corrections/amendments to the legal authorities to avoid exploitation of taxes by
the taxpayer.

- Any other objectives which are found suitable for the administrative department.

Pre-requisites of a GST Audit — Determining Goals
& Objectives

Identifying the

What to examine?
-Ready with a well drafted pre-plan for areas of concern.

How to examine?
-Is the Officer aware of the online/offline Audit

® Aware of the modules

— |s the Officer aware of the departmental guidelines & procedural aspects?

— Have all the points noted in the audit plan been covered?

L Legal provisions - Whether the officer is aware of the legal provisions

m |
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® Law changes, and changes thereof

—— Is there any specific guideline in any circular?

— Are there any court judgements/Advance Ruling applicable?

L Changes via notifications, circulars & of rates

Final computation

If the Auditee is willing to deposit the dues, what to do? To calculate dues
If the Auditee is not willing to deposit the dues complying the audit report

Determining what are the next steps

3 | Principles of Audit

e The auditors should adhere to the risk factors that arise by following the strategy approved by the com-
missioner or any designated authority.

e There is a standard procedure explicitly designed for the auditors. It is his responsibility to make sure it
is consistently followed.

e A pre-audit plan or program should be conducted before the actual Audit. Make sure the Audit is execut-
ed as planned.

e The auditors should emphasize conducting a systematic and flexible audit.
e The audit plan should be regularly reviewed and modified whenever necessary.
e The scrutiny of returns and records is especially concentrated on identifying the risky areas.

e Major focus areas like refunds, ITC, taxes, and turnover should be analyzed deeply, as these would be the
areas which made him select for the Audit in the first place.

e Minute details of the records and findings should be noted.

e Opportunity should be given to the auditee to be heard and provide clarifications for the wrongful find-
ings.

e The Audit should be conducted keeping in mind the professional code of conduct.

¢ A feedback review should be done of the taxpayer to find out his experience with the entire auditing.

12 |
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Chapter 3: Audit Flow Chart and Steps of Audit

1] Audit Process

While GST Audit is a highly skilled exercise, it can also be conceived as a logical workflow of steps. These
are summarised in the audit flow-chart below. Each of the steps is elaborated in the subsequent sections.

Audit Selection
RTP for audit for a financial year or part or multiple thereof may be selected by Commissioner / appropri-
ate authority based on targeting parameters /local factors developed in-house.

Allotment of selected RTP
The selected RTPs may be distributed to the respective jurisdictional officer. Allocation should be consis-
tent with audit norms (no. of days to audit a RTP, size of each RTP audit capacity, etc.).

Issuance of notice for audit
The audit officer should issue FORM GST ADT - 01 fixing the date of audit. A Master File should be main-
tained in respect of each auditee, which should be updated before the commencement of audit.

Pre-audit desk review
Basic groundwork to chalk out the lines along which a particular audit will progress as well as to identify
areas where audit attention sho uld be concentrated for maximum vyield.

Preparation and approval of audit plan
Based on desk review, the audit team should prepare an audit plan and place it before the proper higher
authority for approval. Any necessary modification may be done by the higher authority if required.

Commencement of audit

The date on which the records /documents are made available by the registered person or the actual
institution of audit at the place of business constitute commencement of audit. Prior identification of the
sources of relevant data would lighten the burden of compliance on the auditee. Every GST Administra-
tion should consider publishing a whitelist of documents already available with the department which
should not be called for from the taxpayers. This list can be shared with the auditee to emphasise the
collaborative and facilitatory nature of audit.

Examination

In-depth checking of the records /documents/ books made available by the registered person during
audit. Original copies of documents like invoices, etc. may be called for only if deemed vital for being
examined/subjected to close scrutiny by the audit team. 30 Model All India GST Audit Manual 2023: Pre-
pared by the CoO on GST Audits.

Communication of discrepancies found

The observations made upon audit are to be communicated to the auditee in writing. The auditee should
be allowed due opportunity for filing his explanation in respect of discrepancies intimated by the depart-
ment.

13 |
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Preparation and approval of Draft Audit Report (DAR)

Drawing up a DAR containing the observations made in the course of audit after considering explana-
tions & documents provided by the auditee in respect of such discrepancies and approval of the same
by the appropriate higher authority. A mechanism like Monitoring Committee Meeting should be estab-
lished to decide each audit para.

Preparation of Final Audit Report
After approval, a final report is to be drawn up and issued to the auditee.

Audit consequences

i. Closure of audit (in case the observations are admitted by the RTP and the amount short paid as indi-
cated is paid) or

ii. initiation of demand and recovery proceedings by issuance of show cause notice u/s. 73/74. A mech-
anism should be implemented to ensure that show cause notices are issued within the specified time
limit.

Audit Flow Chart — Overview

At DG Audit Office

1. Start

2. Risk Assessment of taxpayers and calculation of risk scores, by risk score engine

3. Selects the units for audit (Selection Criteria based on risk parameters for that year)
4. Allocate Audit task lists to Circles based on CDR mapping

I At Audit Commissionerate
5. Allocate Audit task lists to Groups based on CDR mapping

T_ At AC/DC Circle

6. Allocate Audit task lists to Commissionerate based on CDR mapping

® At Superintendent (Group)

— 7. Select a unit from list for audit (Audit Case created in system)
— 8. Send Intimation to unit (GST ADT-01)

— 9. Start audit activity

® Prepare working papers

Desk Review

Calculation of financial ratios

— 10. System help in form of latest AMF will be there

— 11. Send Intimation to unit on audit findings (GST ADT. 1A)

— 12. Update unit's reply/ consent/ objection to findings (GST ADT-18)

— 13. Update draft audit report in form of para's created for each finding/objection. Record status of each para
(On spot realization/ accepted/ not accepted)

— 14. Update final audit report after MCM. Record status of each para with remarks/comments.
— 15. Yes

— 16. No Case referred to DSR Module for issuance of SCN

14 |
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2 | Steps of Audit

(i) Selection of Audit

As per the provisions of section 65, the commissioner should select a taxpayer for whom the Audit is to
be conducted. Various risk factors are to be taken into consideration. The auditee's selection is based
on his business turnover, tax paid/claimed, ITC claimed for refund, exemptions claimed/requested, the
difference from the actual standard procedure or any non-compliance regarding taxation.

(ii) Administrative arrangements for selected auditees

The method of selection of auditees for Audit differs from state to state. The centre may have desig-
nated force to find the RTP, whereas the state would be looking after risk factors to find RTP. Help can
be requested from any state or centre to adopt their methodologies for finding RTP.

(iii) Allotment of selected RTP

The commissioner has a right to select the taxpayer whose auditing should be conducted. He has a
right to cancel the Audit of the person he wishes to, but valid proofs and reasons are to be submitted
to cancel it.

After audit selection, the selected RTPs will be given to the jurisdictional proper officers. This practice
may vary in central and state GST administrations.

In the State GST administrations, the list of cases is allocated to the Zonal Audit Head. If there is an
already appointed officer and the commissioner wishes to change, then valid reasons for such change
are to be submitted in writing.

In the Central GST administrations, the list of cases is allocated to audit circles, and these circles
further allocate the list to the audit groups. This audit module allows allocation across the entire func-
tional hierarchy.

(iv) Assignment of Team for Audit
After allocation, a team of audit officials is to be formed. Generally, such a team is formed by the Zonal
officer. Amongst the team, a team lead is assigned to maintain the hierarchy and a person to run the
audit process with efficiency smoothly. The names of the auditors will be made available to the zonal
officer to further assign to the team.

Some of the areas where compliance may be checked

Time & Place Tax Rate Laws, Circulars,
of supply changes Clarifications etc
u
Maintenance of Value of Reverse Charge
books of accounts supply Mechanism
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Chapter 4: Audit Planning and Preparation, Desk Review
and Audit Plan

Seeking Information

A master file of all the reports and statements of the RTP is to be collected and recorded. All information
related to registration, ITC, tax, returns, e-way bills and other transactions associated with RTP's business
should be included. This information will be studied in detail so that every point is included. Areas of doubt
should be analyzed twice if necessary.

Issuance of Notice

Once all the data is studied and analyzed, a notice in FORM GST ADT-01 will be issued to the auditee. This
intimation via notice is to be made at least 15 days before the Audit. In the notice, apart from the intimation,
the officer can also send the following:

- A letter seeking assistance for the smooth audit process.

« A questionnaire seeking required information for Audit.

- A letter requesting documents/books of accounts to be submitted for audit purposes.

Pre-audit desk review

The pre-audit desk view may need the officer to understand the reason for the selection of the RTP. He will
also need to study all the information provided, which may help him to find out any specific pattern in the
auditee's business. By going through all this, the officer is expected to come up with an effective audit plan.

Preparation and approval of Audit Plan

An Audit plan is the road plan as to how the Audit will be executed. Hence, the plan should include very
minute details regarding the Audit. The guidelines like reason for selection, profile of the auditee, auditee's
areas of business, business patterns, return filing and business operations should be studied deeply. The
audit plan is to be prepared within 7 days prior to the first visit of the Audit. After all this, the audit plan will
be submitted to the higher authority for approval. If the authorities find any changes, they can rectify the
plan or approve it as it is submitted, and actions are to be taken immediately.

All this planning is done keeping in mind in mind the goal of unearthing GST frauds. Let’s see what other
objectives authorities has while planning for a GST Audit.

The Objective of GST Audits

Timely E Reporting Detecting
©

Compliance Accuracy ) Non-Compliance

Enhancing Preventing Identifying
Transparency Revenue Leakage System Issues
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Chapter 5: Audit Execution, Findings, and Finalization

The date on which the RTP must present the records requested by the tax authorities at the place of
business is referred to as the Audit Commencement Date. Proper examination of books of accounts is
to be done by the auditor. As the entire outcome of the Audit depends upon this examination, the audi-
tor should have an eye for detail. A proper return analysis, migration or registration analysis, ITC analy-
sis, trend analysis, invoicing compliance analysis, etc., should be carried out.

After the complete analysis, the audit officer will prepare a Draft Audit Report (DAR). This DAR is to be
submitted before the audit plan sanctioning authority for further actions. The central or state authori-
ties will analyze the reports submitted and recommend any changes if spotted.

A monitoring committee meeting is scheduled once every month to check in on the progress of the
Audit. The Committee shall invite the audit head of all units, Nodal officers and designated representa-
tives to see the overall progress and share some inputs if required.

After all this, a final audit report in GST FORM ADT-02 should be prepared and submitted to the authori-
ties. After their final approval, the FAR (Federal Acquisition Regulation) should be issued to the auditee
within 30 days of the approval.
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Chapter 6: Follow-up of Audit

Once the auditee receives the FAR, he may read the observations and take the necessary calls. He may com-
pletely agree, disagree entirely or agree partially with the observation made from his Audit. In case the audi-
tee fully or partially concurs with the observations, the audit officer should make sure the auditee voluntarily
makes the dues payment in Form DRC — 03 as per the detection in the Audit.

Any technical lapses, if found, should be allowed for correction. Later, suppose the auditee does not pay the
penalty amount charged within 30 days of the intimidation. In that case, the case will be submitted to the
respective jurisdiction for further legal proceedings as per the 73/74 of the Act.

The Basic Principles of Audit

Adherence to risk factors <—f>

f>—, Professional methodology

Sound prior-audit plan «—{ >
audit program

f}—» Emphasizing a systematic, flexible as
well as penetrative audit.

Regular review (—¥>

( >—> Scrutiny of records

Identify veracity of Documents «—{ >

f}—» Recording of the proceedings

Hearing The auditee fairly f)
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Chapter 7: Audit in Certain Circumstances

During the entire process of Audit, many possible scenarios may arise, which can be a hindrance in the
process. Such potential hindrances and possible actions are mentioned below:

The auditee is found non-existent

The audit process is completely paperwork and based on the records and books of accounts as found. During
the selection process, if the auditee is found non-existent, the taxpayer is a bogus entity with no credentials.
In such cases, the Audit cannot be carried out. The details of the bogus taxpayer should be immediately sent
to the Jurisdictional GST officer and enforcement wing for further action.

GSTIN of the taxpayer is cancelled

Audit can be only carried out by a registered person. In cases where the taxpayer's registration has been
cancelled prior to initiating the Audit, then an audit of such taxpayer cannot be conducted as per section 2
of the Act. The details of such taxpayers should be forwarded to the Jurisdictional GST officer.

Taxpayer is existent, but documents are seized

In the cases where the selected taxpayer is registered and existent. Still, documents necessary for the Audit
have been seized by government agencies like CGST, ED, Police, etc. For such cases, the Audit can be
deferred, and the audit wing should try to obtain records from the related department in order to carry out
the Audit. Such an audit should be carried out by the jurisdictional officer rather than the audit officer in case
there is a separate wing or section with the jurisdictional officer.

Investigation by some other agency already going on

In cases where the selected taxpayer's investigation is already going on with another department or wing, it
is suggested that the investigation of such auditee is carried out irrespective of the ongoing investigation.
The audit wing is expected to cooperate with the other agency and find a new approach for the Audit.

Business model of the auditee is found fraudulent

During the Audit, if it emerges that the nature of transactions of the taxpayer is so fraudulent that the audit
officers cannot conduct the investigation of the same are they are not in power to make few decisions, hence
in such cases the audit officer can transfer the investigation to the enforcement wing for further legal actions
as they have the ability to search and seize.

Taxpayer is engaged in fraudulent activities

If the taxpayer is found involved in some fraudulent activities apart from the regular business, then the tax
authorities are eligible to take action under sections 73 and 74, and mention of such activities should be
mentioned in the final report. More tax for such taxpayers should be demanded under section 74 of the
CGST/SGST Act.

Taxpayer is not cooperating with the audit team

In cases where the taxpayer is not cooperating and submitting requested documents, a SCN should be issued
to impose a penalty upon the auditee under section 125 of the CGST/SGST Act. A detailed report of the same
has to be submitted to the headquarters and, if possible, transfer the case to the enforcement wing for

search and seizure actions. |
19
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Probable Contingencies During the GST Audit Process

Non-existent
Taxpayer

Cancelled
GSTINs

Non
Cooperation

Prevalence of Fraudulent Fraudulent
Another Business Model Activities Detected
Investigation
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Chapter 8: Thematic Audit

1| What is Thematic Audit?

A thematic audit is an audit approach that focuses on a specific theme or issue within an organization's
operations, processes, or financial activities. Instead of comprehensively examining all aspects of an
organization's affairs, a thematic audit concentrates on a particular area of concern or interest. This
type of Audit allows auditors to gain in-depth insights into specific risks or compliance issues and pro-
vides more targeted and efficient audit procedures.

Thematic audits can be applied in various domains, including financial, compliance, tax, and perfor-
mance auditing. In the context of taxation and financial auditing, thematic audits are commonly used
to assess compliance with specific laws or regulations or to investigate particular types of transactions
that pose potential risks.

Purpose of Thematic Audit

To identify a specific problem or fraud that requires attention and sole focus on
that problem while audit process.

2 | Cases where thematic Audit is necessary
- Taxpayers in the same supply chain registered in the same/different states.

« A business operation whose simultaneous Audit has been conducted which has the same
approach of tax evasion and is spread across states.

- Taxpayers found as evasion prone dealing in the supply of goods/services.

- Any pattern or trend found in any taxpayer's ITC utilization can also lead to a thematic audit
regardless of the sector they deal in.

3 | Indicative patterns for selecting thematic auditee
- Economic Indicators

« Third-party information from any GST regulatory

- Any sectors in the news for fraud

« Businesses spread across a wide scale and servicing large consumer bases like banking,
insurance, etc

21 |
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4 | Administrative arrangement

For Audit, the All-India Coordination Committee may form a CoO including members like the
State GST commissioner and CGST Audit commissioner, preferably from the same state/UT.

5 | Standard Operating Procedure (SOP) for conducting
Thematic Audit

« The All India Coordination Committee selects specific themes for the Audit and informs the
Committee of Officers responsible for the Audit.

« The Committee of Officers then chooses which taxpayers will be audited based on the select-
ed theme in a particular state.

- The thematic audit groups assigned to conduct request the selected taxpayers to provide
necessary documents, such as balance sheets, income tax returns, and GST returns. They also
examine and scrutinize the provided information.

« The audit group prepare an Audit Plan based on the gathered data and documents, ensuring
consistency across all audits.

- The Committee of Officers reviews and approves the audit plans, ensuring a uniform
approach for all thematic audits.

- The Committee of Officers sets a specific date when the Audit of all selected taxpayers will
begin regardless of their jurisdiction.

- After the Audit, the audit groups present their findings to the taxpayers, who can respond in
writing. The taxpayers can agree or disagree with the audit observations.

- The audit groups prepare draft audit reports based on the taxpayers' responses and submit
them to the Committee of Officers for approval. The Committee may also meet with the audit
groups to discuss additional areas of investigation.

- Once the Committee of Officers approves the draft audit reports, the audit groups present
them to their respective Audit Authorities for final approval.

- The Audit Authorities hold monthly meetings of the monitoring committee to approve the
audit reports presented by the audit groups.

- After approval, the audit officers issue Final Audit Reports (FAR) and share them with the
coordination committee, disseminating the reports to Central Tax Audit Commissioner/State

Audit Officers for information.

- If the taxpayers agree with the audit observations, they need to pay any due tax amount,
interest, and penalty to close the audit case.
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- In cases where the taxpayer disagrees with the audit findings and is unwilling to pay outstanding GST
along with interest and penalty, the audit groups prepare demand cum show cause notice, and the
cases go through adjudication by the appropriate Tax Officer. Taxpayers may be given a chance to
explain their point of view during pre-consultation.

- After adjudication, the appropriate tax authority takes recovery action against the taxpayer if
required.

- The jurisdictional tax authorities upload the audit findings in a specific format accessible to all Audit
formations. This helps in identifying similar anomalies in similar cases across the country.

Flow Chart of Thematic Audit
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6 | What is a multi-locational co-audit

Multi-locational co-audit refers to an audit approach where two or more audit teams from
different tax jurisdictions or agencies work together to conduct an audit on the same tax-
payer or entity. The primary purpose of multi-locational co-audit is to enhance audit effi-
ciency, effectiveness, and cooperation between tax authorities.

Businesses and individuals often operate across different regions or countries, which can
create challenges for tax authorities in ensuring compliance and proper taxation of income
and transactions. Multi-locational co-audit addresses these challenges by enabling tax

authorities from different jurisdictions to pool their resources and expertise to conduct a
comprehensive audit of a taxpayer's operations, regardless of their geographical location.

7 | Cases where multi-locational co-audit can be conducted
- Taxpayer is registered in two or more GST administrations.
 Businesses having turnover above 100 crores.

- Taxpayers are dealing in national or multi-state operations.

8 | Administrative arrangement

The Committee shall consist of:

- The commissioner of the jurisdiction where the company headquarters is located.
« The commissioner of jurisdiction has the highest risk score in the company's GST.

- The commissioner of the jurisdiction, apart from the above two, has the highest turnover of
GST of the said PAN.

« The commissioner of jurisdiction, apart from the above three, where the ITC utilization of the
said PAN is highest.

- The commissioner of the jurisdiction where the selected company maintains its financial
records.
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Chapter 9: Capacity Building in Specialized Areas

This chapter focuses on enhancing the knowledge, skills, and expertise of GST auditors in specific fields
relevant to conducting GST audits. GST audits can be complex as it involves various aspects like valua-
tion, input tax credit, anti-profiteering measures, e-commerce transactions, and industry-specific
compliance issues. Therefore, it is essential for GST auditors to have in-depth training and understand-
ing of these specialized areas to perform efficient and accurate audits.

It outlines various measures for capacity building, including identifying the key specialized areas that
require attention, designing training programs and workshops, and providing resource materials and
references for auditors. It emphasizes the use of technology in training, such as e-learning platforms
and online courses, to make it more accessible. It also highlights the significance of collaboration and
knowledge sharing among auditors, encouraging them to learn from each other's experiences and
expertise.

Some of the sectors which have been identified by government
where there is a need for training are

5 ]e

Work E-Commerce IT&ITES Banking &
Contract Services Insurance

Hospitality Telecom OIDAR

Online Information Database
access & Retrieval

Continuous updates and revisions to the training programs are necessary to keep the auditors
up to date with the latest developments and changes in the specialized areas. It discusses how
to monitor and evaluate the effectiveness of capacity-building efforts, ensure a high standard
of audit performance, and foster a culture of continuous learning and improvement among
GST auditors.

Overall, it aims to equip GST auditors with the necessary skills and knowledge in specialized
fields, allowing them to handle the intricacies and challenges of modern tax systems effective-
ly. This results in improved audit quality.
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About GSTrobo®

Binary Semantics is a tech-driven company at the core. With India’s digitization uproar in taxation, it
was only natural to integrate technology with India’'s complex taxation, forming the genesis of
GSTrobo® suite. The suite is designed with a clear goal - to simplify the GST compliance process for all.

Today, we are proud compliance solution providers of 1500+ enterprises, businesses, CFOs and CAs.

Providing solutions like GST return filing & reconciliation, e-way billing, and e-invoicing, GSTrobo® suite
is built on bank-graded security, Al-powered, and cloud-based technology platform. We understand
the crucial role compliance plays in an organization, and our solutions cater to the exact pain points of
our clients, making their compliance management a tool for growth. GSTrobo® is creating value at
scale while providing cutting-edge technological solutions to one and all.

Our Offerings

E-Invoicing E-Way Bills GST, E-Way Bill,
E-Invoicing APIs

GST Comply

About Binary Semantics

With a clear idea of tech-first and tech-forward, Binary Semantics Limited was incepted in 1986.
Binary Semantics is a global technology company specializing in XaaS products and platforms, offering
various software solutions across different industry verticals.

Renowned for pioneering innovations like Q:,-’ EST["DI]QE and C{ "ﬂTrobU providing automated
solutions for streamlined tax compliance, All-inclusive ERP Integration Solutions for a @ UIS"F

Seamless GST Compliance System, to provide versatile Insurance software solutions, and loT- Enabled
" fleeirobo® for logistics and Transportation, Binary Semantics leads in Products, Platforms, and

Solutions. Our other integrated solutions include data engineering and data life cycle Solutions,
accelerating digital transformation.
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