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This Report for the period 2019-22 has been prepared for submission to the
Governor of Gujarat under Article 151 of the Constitution of India and Section
19A of the Comptroller and Auditor General of India’s (Duties. Powers and
Conditions of Service) Act. 1971,

The Report 15 prepared in two parts. Part | contains signmificant findings of the
Compliance audit of five State Government Departments and Part [l deals
with the results of the Compliance audit of four PSUs pertaining to one State
Government Department. The audit was conducted under the Comptroller and
Auditor General of India’s (Duties, Powers, and Conditions of Service) Act,
1971 and Regulations on Audit and Accounts, 2020 issued thereunder by the
Comptroller and Auditor General of India,

The instances mentioned in this Report were noticed during the test audit for
the period 2019-22 as well as those which came to notice in earlier years but
could not be reported in the previous Audit Reports: imstances relating to the
period subsequent to 2019-22 have also been included. wherever necessary,

The audit has been conducted in conformity with the Regulations on Audit and
Accounts and the Auditing Standards issued by the Comptroller and Auditor
General of India.

‘-’
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This Audit Report contains audit findings arising from Compliance audit of the
Departments and their Public Sector Undertakings (PSUs) of the Government
of Gujarat (GoG) and contains audit findings related to six Departments. Part |
of this Report discusses the audit findings related to the Departments and Part 11
discusses audit findings related to PSUs.

The highlights of compliance audit paragraphs related to five Departments of
the State Government included in the Report are mentioned below.

Processing of refund claims under Goods and Services Tax

Timely refund mechanism constitutes a crucial component of tax
administration, as it facilitates trade through release of blocked funds for
working capital, expansion, and modernisation of existing business. The
provisions pertaining to refund contained in the GST laws aim to streamline and
standardise the refund procedures under GST regime.

The necessary capabilities for making the refund procedure fully clectronic.
wherein all the steps from submission of applications to processing thereof
could be undertaken electronically, have been deployed on the common portal
with effect from 26 September 2019 (also called Automation of Refund
Process). Before 26 September 2019, a temporary mechanism was devised and
implemented.

Audit reviewed the processing of refund claims under GS8T during the pre-
automation and post automation period and observed that there were instances
of delays in issuance of acknowledgement and 1ssue of provisional and final
refund. The Department also processed the time barred claims. Audit noticed
cases where there was irregular grant of provisional refund and irregular grant
of refund under inverted duty structure. Refunds were also sanctioned without
availability of supporting document. The taxpayers were not provided an
opportunity of being heard in case of rejection of their refund claim in many
cases. Due to lack of internal control mechanism within the GSTN there were
occurrences of double payment of refund and issue of payment order prior to
sanction order. The Department also did not conduct post-audit of refund
claims.

Audit recommends the following:

1. The Department may ensure stricter compliance and monitor timely
issuance of acknowledgement as stipulated in GGST Act/ Rules.
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2. The Department needs to strengthen the monitoring mechanism to
ensure timely payment of refunds including provisional refunds as per
the provisions of the Act, Rules and instructions issued thereunder.

3. The Department must follow the procedure of issuing RFED-08 in letter
and spirit and set up a monitoring mechanism for stopping personal
hearing/ getting consent after isswe of RFD-08 for proper
implementation of the Act.

(Paragraph 2.1)
Department’s oversight on GST payment and return filing

Section 39 of the Gujarat Goods and Services Tax Act (GGST), 2017 stipulates
(ST as a self-assessment-based tax, whereby the responsibility for calculating
tax liability, discharging the computed tax liability and filing returns is vested
on the taxpayer. Further, Section 61 of the Act read with Rule 99 of GGST Rules
stipulate that the proper officer may scrutinize the return and related particulars
furnished by taxpayers. communicate discrepancies to the taxpayers and seek
an explanation.

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 audit comprised a
set of deviations identified through data analysis for centralised audit that did
not involve field visits; a sample of taxpayers for detailed audit that involved
field visits and scrutiny of taxpayer’s records at departmental premises; and a
sample of Units for evaluating the compliance functions of the Units.

Audit observed that the information regarding MIS reports related to swo motu
cancellation and issuance of REG-17, provided to Audit by the Department, wis
discrepant.

Out of the 385 high value data inconsistencies identified by Audit the
Department responded to 382 cases. OF these, 145 cases (constituting
38 per cent) tumed out to be comphiance deficiencies with a revenue implication
of  466.40 crore. A relatively higher rate of deficiencies was noticed in short/
non-payment of interest, ITC mismatch, excess RCM 1TC availed, incorrect
turnover declarations and short payment of tax. While data entry errors caused
the inconsistencies in 28 per cenr of the 382 cases, in eight cases the Department
had already taken proactive action. The Department has not responded to
three cases of mconsistencies/ mismatches of ¥ 3.88 crore,

In 49 cases out of a sample of 50 taxpayers the granular records of the taxpayers
were nol forthcoming, which constituted a significant scope limitation. These
cases represent a potential risk exposure of T 319.92 crore towards identified
mismatches in ITC availment and tax payments.

viil



Executive Summary

Audit recommends the following:

I. The Department may take up the issue before GSTN to introduce
validation controls in GST returns to curb data entry errors, enhance
taxpayer compliance and facilitate better scrutiny.

2. The Government may work towards making statutory provisions to
ensure timely and complete production of records to Audit.

3. The Department may consider taking necessary action for making
available all the information/ particulars of GSTR I row-wise
separately to the proper officer at the back-end portal of Departmnent.

(Paragraph 2.2)
Transitional Credit under Goods and Services Tax

The Goods and Services Tax (GST) replaced multiple taxes levied and collected
by the Centre and States. The GST Act provided for transitional arrangements
for seamless flow of input tax from the existing laws into the GST regime,

Earlier a compliance audit on “Transition from VAT to GST" had featured in
the Revenue Sector Audit Report for the year ended 31 March 2018 of the
Government of Gujarat (Report No. 3 of 2019). The report is pending for
discussion by the Public Accounts Committee (PAC) (April 2024), During
2021-22, Audit conducted a follow-up audit of Transitional Credits in order to
assure whether the Department had taken suitable measures to address the issues
highlighted earlier by Audit.

Despite repeated requests, the Department did not provide the reports/ records
in respect of verification carried out by the Department in 1,204 cases identified
for verification. Thus, Audit could not ascertam the effectiveness of the
verification carried out by the Department. Audit examined a sample of 86 cases
in six divisions and noticed instance of non-compliance of the Acts/ Rules in
18 cases (20.93 per cent). The compliance deviations pertained to excess carry
forward of input tax credits under Table 5 (¢) of Tran 1. claim of credit on
ineligible taxes under Table 7(b) of Tran | and non-levy of interest on irregular
utilization of Tran credit. These |8 instances of compliance deviations
amounting to ¥ 35.49 crore, constituting a deviation rate of 20,93 per cent, Out
of these 18 cases, in 17 cases, constituting 94 per cent, VAT assessments were
already finalised by the Department, The deviation rate suggested that the
verification process carried out by the Department suffered from inadequacies.

(Paragraph 2.3)

1%
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Compliance Audit Paragraphs

Stamp Duty was levied on the concessional value on Government land which
was allotted to Co-operative Societies instead of market value, resulting in short
levy of Stamp Duty of T 25.53 lakh.

(Paragraph 3.1)

Premium Price of 2 10.07 crore, leviable under Gujarat Tenancy and
Agricultural Lands Act, 1948 was short recovered in 104 cases of conversion of
land under ‘new and restricted” tenure to ‘old” tenure.

(Paragraph 3.2)

The Distriet Collector short levied fine amounting to 2 34,39 lakh under the
Gujarat Tenaney and Agriculture Lands Act in 19 cases due to adoption of old
rates or incorrect computation. In another case, the Authority did not levy
penalty of 2 11.76 lukh for invalid transfer of agricultural land to a non-
agriculturist,

(Paragraph 3.3)

The Revenue Authority did not levy Non-Agricultural Assessment (NAA) at
applicable rates while giving advance possession of Government land/ allotting
Government land on lease. This resulted in non-levy of NAA amounting to
T 29.12 lakh.

(Paragraph 3.4)

There was loss of lease rent to the extent of T 26.20 lakh for the first five years
of the lease period and subsequent recurring loss of revenue to the Government
due to mecorrect valuation of the land and not considering applicable
Government Resolution governing allotment of Government land on Right of
Use basis.

(Paragraph 3.5)

The classification of the documents not in accordance with the Articles of
Schedule | of the Gujarat Stamp Aet, 1958 resulted in short levy of Stamp Duty
and Registration Fees of T 1.11 crore,

{Paragraph 3.6)

The non-cognizance of the recital of the documents having distincet matters, for
which separate Stamp Duty on each matter was leviable but not levied distinetly
resulted in short levy of Stamp Duty of T 66.85 lakh.

(Paragraph 3.7)
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The adoption of incorrect area’ faniri rate resulted in short levy of Stamp Duty
of T22.13 lakh.

(Paragraph 3.8)
Non-consideration of value of plant and machinery and capital work in progress
resulted in short levy of Stamp Duty of T 17.85 lakh.
(Paragraph 3.9)
The non-registration of development agreement resulted in non-levy of Stamp
Duty of T 13.71 lakh.
(Paragraph 3.10)

Non-issuing of demand notices for recovery of dues resulted in non-realisation
of Motor Vehicles Tax of T 7.08 crore.

(Paragraph 3.11)
Non-ohservance of departmental instruction resulted in short! non-levy of Entry
Tax amounting to ¥ 22.66 lakh,

(Paragraph 3.12)

Preparation of incorrect estimates led to excess quantity execution that delayed
work completion and extra expenditure of T 1,26 crore.

(Paragraph 3.13)

Irregular payment of incentive instead of reimbursement (in violation of scheme
guidelines) amounting to T 2.65 crore without any claim made by the unit or
without submission of document.

(Paragraph 3.14)
Short/non-levy of Compounding Fees of 2 48.06 lakh on the transportation of
illegally mined minerals.

(Paragraph 3.15)
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This Part contains one compliance audit related to Ujwal DISCOM Assurance
Ygjna under the administrative control of Energy and Petrochemicals
Department of the State Government, The significant audit findings are
mentioned below.

Upwal DISCOM Assurance Yojna

Ministry of Power (MoP), Government of India (Gol) launched Uywal DISCOM
Assurance Yojana (UDAY) on 20 November 2015 with the aim to improve the
health of the State-owned Power Distribution Companies (DISCOMs). A
tripartite Memorandum of Understanding (MolJ) was entered (February 2016)
amongst MoP {Gol), Government of Gujarat (GoG) and GUVNL (on behalf of
Gujarat DISCOMSs). As all the four DISCOMs are profit- making and
financially sound, the DISCOMSs participated in UDAY to further improve the
operational and financial efficiency to enable sustainable operations of the
DISCOMs. The State DISCOMs did not avail any financial assistance for
implementation of UDAY.

Audit noticed that during 2015-23, DGVCL could achieve the AT&C loss
targets during 2020-21, 2021-22 and 2022-23, PGVCL could achieve the target
m 2016-17, 2020-21, 2021-22 and 2022-23, whereas UGYCL achieved the
target in all the years except 2015-16 and 2018-19. MGVCL achieved the
targets in all years during 2015-16 to 2022 23. No action was taken by
DISCOMs, except UGVCL, to install smart meters. The State DISCOMs
achieved most of the operational targets post completion of UDAY . Though the
identified targets for operational parameters were met with some delays, these
helped the DISCOMSs to improve their operational efficiency.

(Paragraph 4.2)

X1









This Report presents matters arising from compliance audit of the Departments
of the Government of Gujarat,

Compliance Audit (CA) refers to examination of the transactions relating to
receipt and expenditure of the audited entities to ascertain whether the
provisions of the Constitution of India, applicable laws, rules, regulations and
various orders and instructions issued by the competent authorities are being
complied with.

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

This chapter, in addition to explaining the planning and extent of the audit, also
briefly analyses the follow-up on the previous Audit Reports.

Chapter Il contains findings of three Compliance Audits, namely “Processing
of refund claims under Goods and Services Tax (GST)", “"Department’s
oversight on GST payment and return filing” and “Transitional Credit under
Goods and Services Tax"” under Finance Department.

Chapter 11 contains 15 individual Audit Paragraphs on the transactions of
various Government Departments,

Chapter IV contains findings of one Compliance Audit, namely “Ujwal
DISCOM Assurance Yojana™ under Energy and Petrochemicals Department.

The Office of the Principal Accountant General (Audit-11), Gujarat conducts
audit of 14 Departments of Government of Gujarat, This includes audit at the
Secretariat level, the field oftfices, 113 autonomous bodies and 61 public sector
undertakings (PSUs) fallmg under the jurisdiction of these 14 Departments.
Each Department is headed by an Additional Chief Secretary/ Principal
Secretary/ Secretary, who is assisted by Directors/ Commissioners/ Chiefl
Engineers and subordinate officers under them.




Audit Report for the

erfod ended March 2022 - Report No. 4 of 2024

The summary of the fiscal transactions of the Government of Gujarat during
2019-20 and 2021-22 is given in Table 1,1 below:

Table 1.1: Summary of fiscal transactions vis-a-vis Budget Estimates

Tax Revenue TEOO0T.50 T0,266.18 97 67807 1,11,692.60 BT.45
2 |[MNon-Tux Revenue 15.104.15 10,492 .66 1401826 16.801.51 %343 072
y [Share of  Union| 2023209 2021853 3L10578]  23.161.67 134.30] 160
taxes/dutics
4 |Grants-in-aid — and)  25.500.02]  27.178.29]  24.027.59 16,313.62 147.29 1.24
Contributions
s |Revenue  Receipts| 142843.76/ 1,28,155.66( 1,66,829.70|  1,67,969.40| 99.32 858
C|(142+3+4)
¢ |Recovery of Loans 329.67 155,01 155.34 250,00 62.14 0,01
and Advances
7 |Other Receipts 106.36]  9.967.43 0.00 0.00 5 0.00
8 |Borrowings and other| 2458146 4043835  22.692.31 30,783.10 73.72 117
Liabilities'
[Capital  Receipts| 2501749 50,561.81] 22,847.65  31,033.10 73.62 1.18
B e .
{6+7+8)
10 |Total Receipts (5+9) | L67,861.25 1,78.717.47) 189,677.35)  1,99,002.50 93.31 9.76
Revenue 1,40.898.91 1,50.703.58| 1.60,421.27|  1,66,760.80 96,201 8.25
11 |Expenditure, of|
which
12 |Interest payments 22448.66] 2420319 2518778  25.921.97 97.17 1,30
13 |Capital Expenditure,  26,962.33)  28.013.89)  29256.08|  32,241.70 90.74 150
of which
14 |Capital outlay 2565061 2678046 28.185.04]  30.815.67 91.46 1.45
15 |Loan and advances 1311072 123343 LO71.04 1.426.03 T5.11 L
16 [Total Expenditure | 1,67.861.24) 1.78.717.47| 1,89,677.35| 1.99,002.50 95,31 976
(11+13)
17 [Revenue Deficit (-)/] (+) 1,944.85 (-) 22,547.92| (+)6,408.43)  (+)1,208.60 530.24 0.33
Surplus (+) (5-11)
‘18 |Fiscal Deficit (-) 24.581.45 (-) 40,438,35| (-)22,692.31| (-)30,783.10 7372 (=31.17
{(5+6+T)-16}
19 | Primary Deficit (18- | (-) ,132.79 (-) 16,235.16) 249547  (-)4.861.13) (5134 0.13
12)

Source: Finance Accounts of respective vears,

I Borrowings and other Linbiliies = Net (Receipis-Dishursements) of Public Debt plus Net of
Contingency Fund gy Net (Receipts fess Dishursements) of Public Account plis Net of Opening and
Closing Cash Balanee,

* Asper Department of Expenditure, Gal, the borrowings under the special window will not be treated
s debt of the State for ony nonns which may be prescribed by the Finance Commission, etc. Hence
the back to back loans in liew of shorfall of GST compensation of £ %.222 crore given in 2020-21 and

213,040 erore given i 2021-22 have not been eonsidered s public debi here,
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The summanised position of assets and liabilities of the Government of Gujarat
during 2019-20 and 2021-22 is given in Table 1.2 below:

Table 1.2: Summarised position of Assets and Liabilities

(T in r:m

Consolidated Fund

Allntemal Debt | 2.59.661,04] 2,90,030.39] 2,99 805.600a|Gross  Capital[ 289,222 37 3,05,217.56] 3.32.402.60
Chuilliay
B |Loans and TAIZ0G| 1799891 30,736, 10(b| Loans and| [O485.21( 1223546 1315116
Advances  from Advances
Lol |
Contingency Fund
Contingency Fund 206,06 2000 200,00|Contingeney (1 (H) (.00 (i)
Fund
. Public Account
A|Small Savings,) 1060121 10445800 10,1797 (a [ Advanices 0.7l 1,70 01,70
Prowident Funis.
(2N
B | Deposits 3459905 3695505 36,8021 |bjSuspense and 186570 4.031.5] S64.605
Wiscellongous
C |Reserve Funds |6.832.75 7.984.33 10,744.87|Cash  balance| 24035800 1584793 20.676.21
D |Remittances T36.92 B 65 46l 13 |(including
investment  in
Earmarked
Fund)
Total 3,25,609.79|3.37,333.16| 1,67.795.32
Cumulative 4,454.24| 27,047.97| 21,744.25
LXCESS of |
cipenditure
over receipts’
Total 3.30.064.03| 3.64.481.13] 3.89.539.57 Tatal 3.30,064.03 | 3.64.481.13] 3.89.539.57

Source: Finance Accounts of respective years,

The authority for audit by the CAG is derived from Articles 149 and 151 of the
Constitution of India and the Comptroller and Auditor General's (Duties,
Powers and Conditions of Service) Act, 1971, The CAG conducts audit of
expenditure and receipts of the Departments of the Government of Gujarat
under Section 13 and Section 16 of the CAG's (DPC) Act® respectively. The
CAG is the solc auditor in respect of bodies/ authorities which are audited under
Sections 19(2)°, 19(3)® and 20(1)” of the CAG's (DPC) Act. In addition, CAG

Curnulative excess ol expenditire over receipts = Cumulative excess of expenditure over receipts of

previous year gl Adjustment to clear old outstanding balances fess Revenue surplus.

Y Section 13 empowers CEAG to audit transactions made from the Consolidated  Fund of the Stote,
transactions reloting [ the Contingeney Fund and Poblic Aceommts, and Trading, Manofocturing,
Profit & Loss Accounts, Halance Sheets and other subsidiary accmmts and Section 16 cmpowers
C&AG to nudit ll receipes whech are payable into the Consolidated Fund of the State,

T Andit of the accounts of Corporations (not being Componies) established by or under law mode by the

Parlisment in aecordanee with the provisions of the respective legislations.

Audit of necounta, on the request of the Governor, of Corporations esioblished by law made by the

State Legislature,

Where the audit of the accounts of a body or authoty has not been entrusted to the C&AG by or umber

any law made by Parliament, he shall, if requested to do so by the Governor of o State, undertake the

audit of the accounts of such body or authority on such terms and conditions as may be agreed wpon
between him and the Government,
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also conduets audit of other autonomous bodies which are substantially funded
by the Government, under Section 14 of CAG's (DPC) Act®. Principles and
methodologies for various audits are prescribed in the Regulations on Audil and
Accounts, 2020 and the Auditing Standards and guidelines issued by the CAG.

The Hand Book of Instructions for Prompt Settlement of Audit Objections/
Inspection Reports, issued by the Finance Department, GoG in 1992 provides
for prompt response by the Executive to the Inspection Reports (IRs) issued by
the Accountant General (AG). It ensures corrective action in compliance with
the prescribed rules and procedures and [ixes accountability for the deficiencies,
omissions, efc, noticed during the inspections. The Heads of Offices and next
higher authorities are required to comply with the observations contained in the
IRs, rectify the defects and omissions promptly, and report their compliance to
the AG within four weeks of receipt of the IRs. Periodical reminders are issued
to the Heads of the Departments requesting them to furnish the replies
expeditiously on the outstanding paragraphs in the 1Rs.

As of 30 September 2022, a total of 2,179 IRs (including 7719 Paragraphs) were
outstanding in respect of 14 Departments. Year-wise details of IRs and
paragraphs outstanding are given in Appendix 1.

During the course of the period 2019-20 to 2021-22, the Departments concerned
accepted under-assessment and other irregularities of T 92,42 crore involved in
447 cases which were pointed out in audit during 2019-22 and earlier years, The
Departments recovered T 21.73 crore in 328 cases at the instance of audit.

Four Compliance Audits and 15 individual Audit Paragraphs were forwarded to
the Principal Secretaries/ Secretaries of the Departments concerned between
August 2021 and June 2023 with requests to send their responses within six
weeks.

The replies of the Departments/ PSUs have been duly considered while
finalising this Report.

Rule 7 of Public Accounts Committee (PAC) (Rules of Procedure), 1990
provides for furnishing Detailed Explanation (DE) by all the Departments of the

This Scetion cmpowers the CEAG o awdin receipts and expenditure of (i) a body! nuthority
substantially finonced by grunts or loans from the Consolidated Fund of the State and (i) & body or
authority where the grants or loans 1o such body or authority from the Conselidated fund of the State
in o financial year are not fess than T one crore,
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Government to the observations which featured in Audit Reports within 90 days
of their being laid on the Table of the Legislative Assembly. These DEs are
required to be furnished to the PAC after vetting by the Accountant General
concerned.

The Audit Reports on Econontic Sector and Revenue Sector for the years 2010-
1l to 2018-19 included 393 paragraphs pertaining to 12 Departments, as
detailed in Table 1.3 and Table 1.4 below:

Table 1.3: Details of paragraphs included in Economic Sector Audit
Reports

X Farmers
Wellare and Co-
aperation
2 [Narnmada, Water] 3 | o* ar 5% & 3 2 = 28 26

Resourees, Witer Supply
and  Kalpsar  (Water

Resources)

3 |Poets und Transpor i l f) 0 | i ] 1] 2 |
4 |Roads aml Buildings 5 4 5 X 3 4 3 - 27 4
5 |Foresis and Environment| 0 0 1 3 - 1 il 1 i} 5
| Industries and Mines i { 0 = | 0l 1] | 4 3
7 |Finance 1] 0l 1} 2 ] { 1] {1 & 2
8 [Scienee and Technology i 0 {} 0 fh i | {} 1 ]
9 | Clinwate Chﬂngf 4] 4] {} {l i) 4] 1 1] 1 ]

Total 2 I mn a0 15 i1 92 i 3 75 62

" Paragraph pertains 1o two Departments, henee considered as separate puragraph in cach
Department.
" DE of paragraph leatured in Audit Report 201 1-12 is reecived partially.

Table 1.4: Details of paragraphs included in Revenue Sector Audit

Reports

Revenue  (Land  Revenue!

Stemp Dury ond Registration] 5 I8 [ 14 | 19| 4 11 o |10 | 14 | 105 H2

Fees)
4 |Energy and Petrochemicals 2 3 - 1 - 2 - - - # T
3 |Ports and Transport 5 b - 5 2 1 | 4 2 31 24
4 |Finfince 23] 33 | 24 | 24 F 7 9 £l ¥ |.142 32
3 |Information and Broadeasting | 5 4 - - - - - - 7 7
6 |Industries and Mines 8 £ - 2 - 2 | 2 | 25 23

Toial D EETEE 13 23 [ 21 [23 | 25 | 38 | 20

Out of 393 paragraphs for the years 2010-11 1o 2018-19, DEs for 342 paragraphs
have been received up to March 2024, No DEs for the remaining 51 paragraphs’
were received as of March 2024, As a result, these paragraphs, along with DEs,
were not available to the PAC for discussion,

For the year 2000-1 1 (three paragraphs). 201 1-12 {seven paragraphs). 20 14-15 (one paragraph)y, 201 5«
16 dfive paragraphs), 2006-17 (12 poragraphs), 2007-18 {15 pamgraphs) and  2018-19
{eight pergraphs).
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Discussion of Audit Reports by Public Accounts Committee

The status of Performance Audits (PA) and Compliance Audit Paragraphs that
appeared in Audit Reports of the Economic Sector and Revenue Sector and
discussed by Public Accounts Committee (PAC) as on 31 March 2024 is shown
it Table 1.5 below:

Table 1.5: Performance Audits/ Compliance Audit (CA) Paragraphs that
appeared in Audit Reports vis-g-wis discussed by PAC as on 31 March 2024

o phs

2010-11

4 AT 2
2011-12 | g1 0 42
2012-13 3 46 3 46
2013-14 4 57 4 57
2014-15 2 26 2 18
2015-16 3 3] 0 )
2016-17 ) 28 0 0
2017-18 | 29 0 0
2018-19 1 27 0 0
Total 21 mn 11 197

Source: Compiled based on the discussions of PAC on the Audit Reports.










: ™
{ rfl"';unwd’p' refund mechanivm constitutes a crucial component of tax administration, Audit af
refund cases ander GST regime was conducted fo assess the adequacy of the rales,
notifications, ere., complianee of extant provisions by the rax authorities and o examine
whether effeciive internal control mechanism exisis to monitor the performance of ihe
departmental officials.

The Audit noticed several instances of deficiencies and irregularities viz. not issuing
acknowledgement within time, not sanctioning of refunds in time, allowance of irregular
refund, excess refund, non-ebservance of principles of mutwral fustice, efc.

During the audit of Internal Control and Monftoring Mechanism in the selected wniis,
instances of double payment of refund amount and non-conduct of post-andit of refund claims
\:Pcrﬂ' alse noffced. A

e o

l\'.

Timely refund mechanism constitutes & crucial component  of  fax
administration, as it facilitates trade through release of blocked funds for
working capital, expansion, and modemisation of existing business. The
provisions pertaining to refund contained in the GST laws aim to streamling and
standardise the refund procedures under GST regime. As per CBIC circular
no.125 dated 18 November 2019 and by State Tax Department on
21 November 2019, it was decided that the claim and sanctioning procedure
would be completely online w.e.f 26 September 2019,

In absence of clectronic refund module on the common portal before
26 September 2019, a temporary mechanism was devised and mmplemented.
Circular No. 17/17/2017-GST dated 15 November 2017 and Circular No.
24/24/2017-GST dated 21 December 2017 were issued by the Central Board of
Excise and Customs (CBEC)' prescribing the detailed procedures, Based on
these circulars, the State Tax Department (STD), Gujarat also issued circulars
on 23 November 2017 and 3 January 2018 respectively prescribing the process
of manual filing and processing of refund claims. In this electronic-cum-manual
procedure, the applicants were required to file the refund apphications in Form
GST RFD-01A on the common portal, take a printout of the Form and submit it
physically to the jurisdictional tax office, along with all supporting documents,

Further processing of those refund applications, ile  issuance of
acknowledgement, issuance of Deficiency Memo, passing of provisional/ final

' Renamed as Central Board of Indireet Taxes and Customs (CBIC) woels 29 March 2008,
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refund orders, payment advice, ete. was being done manually. In order to make
the process of submission of the refund application electromie, Circular
No, 79/53/2018-GST dated 31 December 2018 was issued by the Central Board
of Indirect Taxes and Customs (CBIC), wherein it was specified that the refund
applications in Form GST RFD-01A, along with all supporting documents, had
to be submitted electronically. However, various post submission stages of
processing of the refund applications continued to be in manual mode.

The necessary capabilities for making the refund procedure fully electronic,
wherein all the steps from submission of applications to processing thercof
could be undertaken electronically, have been deployed on the common portal
with effeet from 26 September 2019 (also called Automation of Refund
Process). Accordingly, the Circulars issued earlier, laying down the guidelines
for manual submission and processing of refund claims, have either been
superseded or modified. A fresh set of guidelines has been issued for clectronic
submission and processing of refund claims wvide Master Circular
No. 125/44/2019-GST dated 18 November 2019 (CBIC) and by STD, Gujarat
on 21 November 2019, In order to ensure uniformity in implementation of the
provisions of law across field formations, several earlier Circulars have been
superseded vide paragraph 2 of the aforesaid Master Circular, However, the
provisions of the said Circulars shall continue to apply for all refund
applications filed on the common portal before 26 September 2019 and the said
applications shall continue to be processed manually, as was done prior to
deployment of the new system.

Chart 1: Flow Chart on processing of Refund application under GGST

Oaline Filing of Refund Application

i .

Audit of Refund cases under GST regime was conducted to assess:
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s Adequacy of the Act, Rules, notifications, circulars, efe. issued in relation
to grant of refund:

* Compliance of extanl provisions by the {ax authorifies and the efficacy of
the systems in place to ensure compliance by taxpayers: and

o Whether effective internal control mechanism exists to monitor the
performance of the departmenial officials in disposing the refund
apphications,

The Audit was conducted between November 2020 and June 2021 during which
234 pre-automation and 1,028 post-automation refund cases processed under
different categories between July 2017 and July 2020 were examined, The
Department sanctioned State GST refind? of ¥3,961.11 crore and
2 1,960.63 crore for the pre-automation and post-automation period
(up to July 2020) respectively.

The Goods and Services Tax Network (GSTN) had provided pan-India refund
data from July 2017 till July 2020. Considering that the refund data available
varied substantially on either side of 26 September 2019, refund risk parameters
for these two stages were also different, Since limited data was available for
period prior o 26 September 2019. the refund applications under each calegory
were sorted in descending order of refimd amount claimed by taxpayers.
Thereafter, sorted refund applications were divided into four quartiles and
sample was drawn. For selecting refund applications filed after 26 September
2019, a composite risk score was devised using risk parameters, such as refund
amount claimed (60 per cemt weightage), delay in sanctioning refund
(15 per cemt), refund sanctioned/ refund claimed ratio (10 per cenry and
Deficiency Memo issued (135 per cent). Based on the above arrived risk score,
refund applications were selected for period after 26 September 2019,

Based on the above, 804 cases of pre-automation period and 1.028 cases of post-
automation period relating to 103 units falling under 23 Range Offices® (headed
by Deputy Commissioner of State Tax (DCST)) of 11 Divisions* of STD,
Guyarat were sélected for audit. Out of these, all the 1,028 post-aulomation cases
selected for andit were examined. But due to Covid-19 restrictions, out of
selected 804 pre-automation cases pertaining to above 11 Divisions, only
234 cases® pertaining to Ahmedabad, Gandhinagar and Nadiad Range Offices
were audited. The category-wise audit universe and cases selected for audit
under each category are shown in Appendix TI.

Z 2017-18 (T 32743 crore). 2018-1% (¥ 1,831.62 crore), 2019-20 (% 2.555.82 crors) and 2020-21
(T 1.206.82 crore (up to July 20207).

¥ DCST-l w0 3 Ahmedebad (Division-1)} 4nd DCST-4 1o 6 Ahmedabad (Division-2), DCST-7
iFandhinagar (Divisien-3), DOST-R Mehsana (Division-4), DOST-10 to 12 Vadodara {Division-51.
DCET-13 Nadiad and DUST-14 Bhamich (Division-8). DECT- 15 to 16 Surat (Division-T), DCST-17
Surat and [MCST-18 Velsad (Division-§), CST-19 Bhavnagar (Didsion-%) DOST-22 10 23 Bagket
{Division-10), THOST-2 1 Junagsdh, DCST-24 Janmagar snd DHCST-25 Gandhidhsm {Division-11).

£ Ahmedabad-1 and 2. Geadhinagers-3, Mehsana-4, Vadodare-5 and 6, Surat-7 and 8, Bhavnagur-9,
Rajkoi-10 and 11.

¥ These cases pectained to elght DOST offices wz DUST-1, DCST-2, DUST-3 (Division-1), DCST-4,
DBCET-5. DCET-8 (Divistan-2). DCET-T {Thwvimon-3] and DCST-13 {Division-&),
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An Entry Meeting was held on 17 November 2020 with the Joint Commissioner
of State Tax (Audit), Gujarat State, Ahmedabad and other officials of the
Department, wherein Audit Scope, Objectives and Methodology were
explained. An Exil Meeting was held on 29 November 2021 with the Joint
Commissioner of State Tax (Audil), Gujarat State, Ahmedabad and other
officialz of the Department in which the Audit findings were discussed. The
views expressed by the Siate Government during the Exit Meeting have been
suitably incorporated in the relevant paragraphs.

2.1.3.1  Non-production of records

During audit of eight offices’. 250 pre-automation refund cases were called for
test-check. However, despite follow-up, 16 refund cases’ were not made
available to Audil. In the absence of these records, Audil could not verify
Department’s performance in these cases.

One office® stated (June 2021) in two claims that the print copies of the
applications were nol submitted by the taxpayers (o the feld office. Hence, no
action has been taken on these applications. One office® stated (April 2022) in
one claim that the claimant had withdrawn the refimd application on
28 June 2021 as it was not visible on the GSTN portal for further process.

In the remaining cases no response has been received (July 2024).

The following sections/ rules/ notifications provide the guidelines/ procedure
for clatming the refunds:

e Section 54 to 38 and Section 77, of Central Goods and Services Tax
(CGST) Act, 2017 and Gujarat Goods and Services Tax (GGST) Act, 2017;

¢ Rule 89 to 97A of CGST Rules, 2017 and GGST Rules, 2017,

s Section 15, 16 and 19 of Integrated Goods and Services Tax (IGST)
Act, 2017, and

e Circulars/ instructions of the Central/ State.

Table 2.1 brings out the extent of deficiencies noted during the Audit of refund
cases, selected for detailed audit.

ICST-1 to 7 and DHUST-13.

DCST-1 {on#), DCRI-2 (twa), DCST-3 (three). DOST-4 (theee), DCST-6 (one), DOST-T (Hve),
DCET-13 (onea),

DCST-2.

DOST-6.
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Table 2.1 Extent of deficiencies noticed in audit of refond cases
Amouni: T in lakh

Acknowledgement  notssved) 1 p628 | 138349 570 Nil | 4500
Refinds not sanctioned in time 12625 [ 1,38349] 184 Nil 15.00
Deficiencies in refund of Lero- 7 .
Rated supplies 308 66,503 30 6] 10.04
Trregular allowsance of refund on i -

acoount of iverted dity strochire 814 63,895 15 13326 2.00
Excess allowance of refunds 12628 [1,38349] 408 [233.05 32.00
Refimd of time barred claims 1,025 95,629 - 1067 .38
Mon-observance of principles of! _ _

natural justice before rejection of 12627 | 1,38,340| 198 Nil 16.00
refund claim

Other irregularities in issuance of

refund

a. Irregular payment of refund 5 i L 2 20,00
urder excess paymeni of fax

category

b, Irregular refind under INTRV O .

category ] | 225 L Nil 100.00

Source: Information compiled dunng andi,

* Excloding 16 cases nol prodoced to audit, _

"Excluding fhres cases nol produced to nudit, Further, 308 cases include 73 pre-automation and 235 post-
automation cases,

# Excluding five cases not produced to sudit,

As evident from the Table above. Audit noticed delay in issuance of
acknowledgment in 45 per cemt cases and in issuance of refund orders in
15 per cent cases. In sanction of Provisional Refunds in Zero-rated supplies,
Audit noticed delay in eight per cenf cases (26 out of 308 cases), whereas in
four cases, provisional refund was granted even though these cases were not
eligible for grant of provisional refund, as discussed in Paragraph 2.1.5.3 (b).

Further, Audit also noticed deviations from provisions of the Acts and Rules
which resulted m wuregular refunds m cases pertaimng to Inverted Duty
Structure, zero-rated and other than zero-rated supply. The deviations ranged
from two per cent to 32 per cent of the audit sample.

Audit findings and the lapses identified based on these cases have been included
in the subsequent paragraphs.

Rule 20 (1) and (2) of the Gujarat Goods and Service Tax (GGST) Rules, 2017,
stipulates thal where the application relates to claim for refund [rom the
electronic cash ledger (ECL), an acknowledgement in Form GST RFD-02 shall
be made available to the applicant through the common portal electronically,
clearly indicating the date of filing of the claim for refund and the time period,
i.e. 60 days, specified for processing of refund application shall be counted from
the date of such filing. For the application related to refund other than ECL. the
application shall be forwarded to the proper officer within a period of 15 days

11
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of filing of the said application, who shall scrutinise the application for its
completeness. An acknowledgment in Form GST RFD-02 shall be made
available to the applicant within 15 days through the common portal. The
acknowledgement shall clearlv indicate the date of filing claim and the time
peniod, e 60 days, specified for processing of refumd shall be counted from the
date of such filing.

In the audited 11 Divisions, there were 33,083 pre-automation cases processed
up to 25 September 2019 and 18,161 post-automation refumd cases processed
all July 2020. Out of these. 234 pre-automation and 1,028 post-automation
refund cases were examined and it was noticed that in 146 pre-automation!®
(62 per cent) and 424 post-automation'' refund cases (41 per cent), there were
delays in issuing acknowledgement ranging [rom one to 385 days in pre-
automation period. and one to 94 days in post-automation, with the average
delay being 30 days in these cases. Of these, 550 cases were delayed by up to
three months, 16 cases were delayed between three to six months and four cases
were delayed by more than six months.

Further, 1t was observed that out of these 570 cases m which acknowledgement
was issued with delay, in 156 cases (27 per cent) the refund was also sanctioned
beyond the prescrnibed period of sixty days.

On this being pointed out in Audit (between January and Jume 2021),
eight offices'? in respect of 134 pre-automation cases and 20 offices*? in respect
of 390 post-automation cases accepted the audil observaton (between
February 2021 and June 2024) and atiributed the delay to excessive workload,
shortage of stafl, system errors. Covid-19 pandemic situation, late submission
of documents by the taxpayers and post-automation process being new to
applicants as wells as officials. Similarly, one office (DCST-14) in 22 post-
autornation cases accepted (December 2022) the audit observation and
attributed the delay to regular power cut and poor GSWAN connectivity.

One office (DCST-T7), in one posl-automation case, did not accept the audit
observation and stated (May 2023) that due to technical glitches in GSTN during
initial stage of post-automation, RFD-03 was not generated online. Hence,
RFD-03 was 1ssued manually, The reply is not convincing as after issuing RFD-
(3, fresh application was required to be filed by the taxpayer.

Replies in respect of 23 cases pertaining to [our Divisions' are awaited
(Tuly 2024). Also, in 123 pre-automation'’ cases, Forms GST RFD-02 were not
available in the records provided to Audit, resulting in non-ohservance of the
provisions of Rule 90 of the GGST Rules 2017. However, Audit worked out the
delays by adopting the date of filing and date of acknowledgement as available
mn other documents provided to Audit.

M ACST-3, DOST- 2ta 7and 15

" DCST-2 to 8. DCST-10 te 19, DCST-21 t0 25, ACST-62 and ACST-64,

B DCST-2 40 7, DOST-13 and ACST-3.

B DCST-2 1w 8 DOST-1010 13, DOST-15, DCST-16 (ACST-62 and ACST-64), DCST-17, DCST-18,
DCST-21 to 25,

" Divlsion-1 (DCST-3). Division-2 {DCST-6). Division-3 {DCST-7), and Division-% (DCST-19),

5 DOST- toT and DCST-3,

12
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On this being pointed out, four offices'® in 112 pre-automation cases stated
(beiween March 2022 and May 2023) that all the work of GST refund
proceedings were done through GUIVATIS system. So, in these cases Form
RFD-02 was available on GUIVATIS portal. One office (DCST-13) in 11 cases
accepted the audit observation and stated (December 2022) that RFD-02 were
not available in records as due to technical issues RFD-02 could not be printed.

Recommendation 2.1, 1

The Department may ensure stricter complinnce and monitor timely issuance
of acknowledgement as stipulated in GGST Act/ Rules.

The provisions of Section 54 (5) and (7) of GGST Act, 2017 and Rule 92 of the
GGST Rules, 2017 stipulate that upon submission of refund application, the
officer shall carry out the examination process. If on examination the refund
claim amount is due and payable, he shall make an order in Form GST RFD-06,
sanctioning the amount of refund to which the applicant is entitled, within
60 days of receipt of application.

Further, Section 56 of GGST Act, 2017 provides that if any tax ordered to be
refunded under sub-section (5) of Section 54 is not refunded within sixty days
from the date of receipt ol application. interesi at the rate not exceeding
six per cent shall be payable on such refund from the date immediately after the
expiry of sixty days from the date of receipt of application. ull the date of refund
of such tax. The State Tax Department (STD) wide Circular 125 of
21 November 2019 clarified that any tax shall be considered to have been
refunded only when the amount has been credited to the bank account of the
applicant.

Out of 234 pre-automation and 1,028 post-automation refund cases examined,
Audit noticed that in 86 pre-automation'” and 98 post-automation'® refund
claims there were delays in sanction of refunds, ranging from one to 347 days
(pre-automation cases) and one to 135 days (post-automation cases). In 86 pre-
automation cases, a total refund of % 59.14 crore was sanctioned ranging
between T2 lakh and ¥ 3.89 crore. Out of these pre-automation cases, in
50 cases the refund amount sanctioned was less vis-a-viy the amount claimed
and in 36 cases the refund amount sanctioned was same as claimed. Further, in
98 post-automation cases. total refund of ¥ 84.79 crore was sanctioned ranging
between ¥ 6.36 lalkh and ¥ 17.02 crore. Out of these cases, in 48 cases the refund
amount sanctioned was less vis-g-vis the amount elaimed and in 50 cases the
refund amount sanctioned was same as claimed. Qut of these total 184 cases,
both pre-automation and post-automation cases combined, 174 cases were
delayed by up to three months, seven cases were delayed between three to
six months and three cases were delayed by more than six months.

1 DCST-,; DCST-5, DCST-6 and DCST-7,
' DCST-11to0 7and 13; and ACST-9 1o 11,
B DCET-3 to 6, DOST-7, DOST-8, DOST-H. DOST-12. DOST-13, DOST-16 1018, THC8T-21 10 25.
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The delay in sanction of refund resulted in non-observance of the provisions of
Section 54(7) of the GGST Act 2017, read with Rule 92 of the GGST Rules
2017, The Department was liable to pay interest of  21.03 lakh in 98 post-
automation'” cases to the taxpayers under Section 56 of GGST Aet, 2017, for
the delay beyond 60 days, However, no mierest was paid to the taxpayers.

On this being pointed out in Audit (between Febmary and June 2021), in respect
of 27 pre-automation?® cases and 85 post-automation®’ cases. the proper
officers, while accepting the audit observatons, stated (between March 2021
and June 2024) that the delays were due to delayed submission of the
reconciliation statements by the taxpayers. time taken to verify the [TC claimed
by them, other administrative works, short attendance of staff due to Covid-19
pandemic, online mode being new for applicants as well as officials, technical
issues and late submission of supporting documents by applicants. Six offices®
in respect of 51 pre-automation cases and four offices® in respect of 13 post-
automation cases also cited the same reasons for the delay. Regarding payment
of interest, they stated (between August 2021 and May 2024) that the taxpayers
either did not claim any interest or consented for not claiming the interest.

One office (DCST-12), in one pre-automation case stated (December 2022) that
the refund was sanctioned within 60 dayvs from the dale of submission of
documents manually by the taxpayers.

As per extant rules, once the Department acknowledged the receipt of
application on a particular date, the timehine of 60 days for the purpose of issue
of RFD-06 commences from the date of receipt of application. In case of any
deficiency in submission of document, the Depariment was expected to issue a
Deficiency Memo in Form RFD-03.

The Department’s reply was, however, silent on non-payment of interest to the
taxpayers on account of delay in sanction of refunds.

Replies in respect of seven cases pertaining to one Division?

(July 2024).

As per Section 16 of the IGST, Act 2017, Zero-rated Supply includes (a) export
of goods or services or both, and (b) supply of goods or services or both to a
Special Economic Zone Developer or a Special Economic Zone Unit, A
registered person making zero-rated supply shall be eligible to claim refund in
accordance with the provisions of Section 34 of the GGST Act or the rules made
thereunder, as per the following options:

4 are awaited

1 As the date of credit of refond amount in taxpayes’s account was oot available in pre-sutomation
cases, the interzst could not be worked out. Further. m torg post-atemation cases (DCST-12) payment
advice (RFD 03] was not issued hence intersst has been worked owt tall 31 July 2021,

M DOST-2.DCST-6.

i DCST-3 w6, DOST-E, DCST-10, DCST-16 to 18, DOST-21 1o 24,

¥ DCST-1, DCST-3, DOST-4, DCST-5, DOST-7, DOST-13,

5 DEST-T, DUST-12, DOST-13 and DCST-25,

¥ Division-| (C8T-2, DCET-3)
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(a) He may supply goods or services or both under Bond or Letter of
Undertaking, withoul payment of integrated tax and claim refund of unutilised
mput tax credit; or

(b) He may supply goods or services or both. on pavment of integrated tax and
claim refimd of such tax paid on goods or services or both supplied.

The deficiencies noticed in the sanction of refund in case of zero-rated supplies
are discussed hereunder:

a) Delay in sanction of provisional refund on account of zero-rated supply

As per Section 54 (6), read with Rule 91, of GGST Rules, 2017, provisional
refund on account of zero-rate supply shall be granted subject to the condition
that the person claiming refund has, during any period of five vears immediately
preceding the tax period to which the c¢laim for refund relates, not been
prosecuted for any offence under the Act or under an existing law where the
amount of tax evaded exceeds ¥ 2.5 crore. Thereafler, the proper officer®® will
scrutinise the application and the evidence submitted. On being prime facie
satisfied, he shall make a provisional refund order in Form GST RFD-04
sanctioming ninety per cent of the amount of refund due to the said applicant on
provisional basis within a period of seven days from the date of
acknowledgemeni.

In the andited 11 Divisions, there were 13,458 pre-automation refund cases and
3,796 post-automation refund cases, processed on account of zero-rated supply
of goods or services or both. Out of these, 73 pre-automation and 235 posi-
automation refund cases were examined, and it was noticed that in 16 pre-
automation®® cases (22 per cens) and 10 pusl—aulnmal‘imﬂ refund cases
(four per cent) there were delays in sanction of provisional refunds ranging
from one to 42 days in pre-automation and four to 44 days in post-automation
cases. In eight cases. there were delays of more than 15 days in sanction of
provisional refunds. These resulted in non-observance of the provisions of
Section 54(6) of the GGST Act, 2017 read with Rule 91 of the GGST Rules
2017.

On this being pointed out in Audit (between February and June 2021),
two offices®® in four pre-automation cases did not accept the audit observations
and stated (June and August 2021) that there was no compulsion to pay the
provisional refund within seven days Irom the date of issue of
acknowledgement. The final refund was sanctioned before 60 days for payment.
Two offices™ in 12 pre-automation cases, while accepting (March 2022 and
May 2024) the audit observation. attribuied the delays to high volume of wark,
administrative reason, delay on part of the taxpayer and system error.

3 Asper Sectiom 2 (51) of the GGET Act. 2017 proper officer in relation to any function to be performed
under the Act, means the Commissionsr or the officer of the State Teax who 15 assigned that funchon
by the Commissioner

¥ DOST-21p 4 and DCST-6.

il DCET-6,DCST-2, DCST-14, DCET-16; DCST-23 and DCST-25.

B DCST-2, DCST-4.

A DEST-3, DOST-6,
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Four offices’™ in eight post-automation cases, while accepting the audit
observations, atlribuled (between March 2021 and June 2024) the delays lo
high-volume of work, Covid-19 pandemic, shortage of staff and system error,
and stated that no interest has been claimed by the taxpayer. One office (DCST-
14) In one case accepted the audit observation and stated (December 2022) that
the delay was due to regular power cut and poor GSW AN connectivity. Further,
one office’’ in one post-automation case did not accept the audit observation
and stated (August 2021) that there is no compulsion to pay the provisional
refund within seven days from the date of issue of acknowledgement. The final
refund was sanctioned within 60 days. In both types of cases, replies are not
convineing in view of Rule 91(2) read with Section 54(6) of the Act, wherein it
is clearly stated thal the proper officer shall make an order for provisional refund
within seven days from the date of issue of acknowledgement.

Recommendation 2.1.2

The Department needs to sivengthen the monitoring mechanism fo ensure
timely payment of refunds including provisional refunds as per the provisions
of the Act, Rules and instructions issued thereunder.

b) Irvegular grant of provisional vefund in cases other than zero-rated
supplies

As per Section 54(6) of GGST Act, 2017, in case of any claim for refund on
account of zero-rated supply of goods or services or both made by registered
persons, 90 per cent of refund claimed may be sanctioned on a provisional basis
and thereafter an order be made under sub-section (5) for final settlement of the
relund claim afier due verification of documents furnished by the applicant. The
sanction of provisional refund is only admissible in case of zero-rated supply of
goods and/ or services.

Out of 234 pre-automation cases mm four Divisions. Audit noticed that in
four cases®, the Department issued provisional refund of 90 per cent in cases
other than zero-rated supply of goods or services. These cases perlammed lo
excess payment of tax (one case), mmverted duty structure (two cases) and
deemed export (one case). Thus, there was an irregular grant of provisional
refund of ¥ 1.19 crore.

On this being pointed out (between March and June 2021). one office® in
two pre-automation cases did not accept the audit observation and stated
(December 2022) that due to system error, RFD-06 was not generated. Hence,
provisional refund was granted in RFD-04 and then final refund was granted in
RFD-06.

The reply of the Department is not convincing as the sanction of provisional
refund is only admissible in case of zero-rated supply of goods and for services

DOST-25, DOST-25, DCST-14, DOST-E.
DCST-6.

DCST-3, DOST-13, ACST-6, ACST-53.
DCST-13.

EEs
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and the case pertains to the pre-automation period where the application was to
be processed manually.

One office’ in one case stated (May 2024) that refund application was
processed unintentionally for provisional refund. There was no revenue loss to
the Government. One office® in one case accepted (May 2024) that provisional
refund was issued for other than zero rated supply. However, only the actual
payable amount was paid during final payment.

As per Section 54(3) of the GGST Act 2017, a registered person may ¢laim
refund of any unutilised Input Tax Credit (ITC) af the end of any tax period
where the credit has accumulated on account of rate of tax on inputs being
higher than the rate of tax on output supplies (i.e. Inverted Duty Structure).
Further, Rule 89(5) of the GGST Rules 2017 prescribes the formula for
maximum refund of unutilised ITC on account of inverted duty structure. As
per Rule, Net ITC includes the input tax credit availed only on inputs (goods)
during the relevant period and does not include credit availed on input services
and capital goods.

During audit of 11 Divisions, there were 12,958 pre-automation and 9,202 post-
automation refund cases on account of inverted duty structure processed fill
Tuly 2020, Out of these, 127 pre-automation and 687 post-automation refund
cases were examined, and the deficiencies noticed are highlighted in the
succeeding Paragraphs.

a) Trregular allowance of refund due to consideration of ITC on services and
capital goods

As per Rule 89(5) of the GGST Rules 2017, Net ITC includes the input tax
credit availed only on inpufs (goods) during the relevant period and does not
include credit availed on input services and capital goods.

Audit noticed that in three I.'II‘B*ﬂLIEBHlﬂHﬂIlEE cases the taxpayers had irregularly
¢laimed ITC on input services and capital goods of ¥ 7.18 lakh and ¥ 21.89 lakh
respectively which was allowed by the proper officer. This resulted in excess
refund of ¥ 23.83 lakh.

On this being pointed out (March 2021), the Department accepted the audit
observation {September 2021) and recovered ¥ 33.58 lakh, including interest of
Z 9.90 Jakh.

Similarly, in three post-automation”” refund cases, Audit noticed (between May
and June 2021) that the taxpayer was allowed refund of 2 1.29 crore on account
of inverted duty structure. Audit noticed (May 2021) from the GSTR-3B and

¥ DCSTZ.
¥ DCST-3.
¥ OPOST-S.
7 ODCET-14
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GSTR-1 available in the GSTN portal that the proper officer did not consider
turnover ol zero-rated supply for the purpose of Adjusted Total Turnover and
allowed I'TC on input services and capital goods. This resulted in excess grant
of refund of T 65.44 lakh.

On this being pointed out, the Department accepted (December 2022) the audit
observation and recovered  65.44 lakh. However, the reply was silent on
payment of interest for excess claim ol refund.

In another three post-automation”® refund cases, Audit noticed (between
February and April 2021) that while granting refund. the proper officer
considered ITC on input services (% 1.80.153)" and capital goods (Z 19.866)
and allowed the refund on Net ITC claimed by the taxpayer. The misiake
resulted in irregular allowance of refund of T 1.90 lakh.

On this being pointed out (March 2021). one office® in two post-automation
case did not accept the audil observation and stated (May 2022) that the amount
of capital goods and input services was not considered in Nel ITC by the
claimant while filing the refund application. Department had also considered
Net I'TC in refund calculation.

Reply is not convincing as in one case the refund was sanctioned considering
Net ITC of ¥ 82,829,668, Ineligible ITC of ¥ 19,866 for capital goods and
Z 49,250 for services as claimed in Annexure-B was not deducted from the Net
ITC. Further, as per ITC summary uploaded by the taxpaver, the eligible ITC
was T 82,19,284. Thus, the uploaded ITC summary and Annexure-B were not
cross-verified before sanctioning the refund. No show-cause notice was issued
for discrepancy in Net ITC. In another case, the HSN code provided in
Annexure-B was not considered and eight invoices pertaining to HSN*/ SAC*
code 9985, 9987, 9988 and 9992 were considered as inpuis, instead of imput
services, in NetTTC.

Reply in one case (DCST-5) is awaited (July 2024).

b) Excess refund due to inclusion of turnover of export with payment of tax
in turnover of inverted rated supply of goods and services and allowing
excess ITC on inputs

As per Section 34(3) of GGST, Act 2017, refund of unutilised ITC shall be
allowed, only in cases of zero-rated supplies without payment of tax, and supply
of goods or services or both under Inverted Duty Structure. No refund of
unutilised ITC shall be allowed in cases where the goods are exported out of
India and the supplier of goods or services or both claim refund of the integrated
tax paid on such supplies.

DCET-5 and DUET-6.

Topul Services of T 50,727, % 80,176 and T 43,250,

DCET-4.

HEN means Harmonised System of Nomenclature code used fior clagsifying the paods under GST.
SAC means Services Accounting Code under which services falling under GST are classified

2 E 48

m

18



Chaprer 11: Subject Specific Complionce Audits

Audit observed that in two pre-automation® refund cases, the taxpayers making
zero-raled supply (export of goods) with payment of lax, claimed refund of
unutilised I'TC under Inverted Duty Structure. The refund of IGST paid on such
export was required to be claimed as per provision of Rule 96 of GGST, Rules
2017 and the refund of unutihsed ITC was not admissible in such cases.
However, the taxpayer claimed the refund of unutilised ITC of T 60.20 lakh
under inverted tax structure. The proper officer correctly disallowed ITC of
2 30.50 lakh on capital goods and services and sanctioned refund of
T29.71 lakh, but irregularly considered the turnover of export of goods with
payment of tax as turnover of inverted rated supply of goods and services,
contravention to the provisions of GGST Aect, 2017, This resulted in irregular
sanclion of refund of T 29.71 lakh.

On this being pointed out (March 2021}, the proper officer did not accept the
audit observation and stated (August 2021) that refund on account of inverted
duty structure is neutral whether goods are cleared domestically or exported out
of India.

Reply is not convincing as the exporter can claim refund under Rule 96 of the
GGST Rule if IGST was paid on goods exported out of India. Further, the
Department did not clarify if any refund of integrated tax paid on export was
claimed by the taxpayer under the said Rule. Thus, double claim of refund could
also not be ruled out.

Similarly, in one post-automation® case (March 2021) the Department allowed
excess refund of T 4.73 lakh to a supplier on the integrated tax paid by him by
wrongly considering the turnover of Export with payvment of tax as turnover of
invertig rated supply of goods and services and considering excess I'TC on
mputs™.

On this being pomted out, the Department stated (Tune 2024) that the case falls
under Central Jurisdiction and the authority concerned has informed that the
recovery procedure is under progress.

In two pre-automation® refund cases, a taxpayer claimed (29 November 2018)
and was sanctioned (09 January 2019) refund of 2 6.70 lakh on account of
supplies to SEZ umt/ developer with payment of tax for the penod July to
September 2018. Audit noticed that the taxpayer, while claiming the refund
under Inverted Duty Suwucture for August 2018 (16 January 2019) and
September 2018 (06 July 2019), also claimed the refund for SEZ supplies which
was already claimed by him while claiming the refund under SEZ category for
the period July to September 2018. Thus, the taxpayer irregularly included
turnover of T 21.44 lakh (August 2018) and I 28.68 lakh (September 2018)
related to SEZ supplies in the turnover of inverted rated supply of ¥ 1.92 crore
and ¥ 2.37 crore for August and September 2018 respectively and claimed

DCST-13.

DCST-13

A Ag per Ammexure-B osubmitted with RFD-01; ITC on mputs, cupital goods apd services was
T 230 croee, T 2,72 crare and T 095 crore regpectively. The Department consideced ITC on input as
2 2.32 croee,

4 DCET-3, ACST-11

-
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refund of ITC of ¥ 86.44 lakh*’. Further, the IGST of ¥ 2.57 lakh (August 2018)
and T 3.44 lakh (September 2018) was to be excluded in the tax payable on

mverted rated supply. This resulted in irregular allowance of refund of
T 3,75 lakh.

On this being pointed out (June 2021), one office® did not accept the audit
observation and stated (July 2021) that if we go through the formula of
maximum refund that can be granted in the case of zero-raled supply of goods
and/ or services without payment of tax or in the case of inverted duty structure,
zero-rated supply is the common element in adjusted total turnover. If the
common element is deducted from inverted duty structure, the same should be
deducted from the adjusted total tarnover to give the taxpayer justice of equity,

Reply of the Department is not convinging as the taxpayer had already
separately claimed refund of tarnover of SEZWP category. Further the adjusted
total turnover is the same both in case of Inverted Duty Structure and zero-rated
supplies without payment of tax as per Rule 89 (5) GGST Rule. Hence, the
turnover of SEZWP category was required to be disallowed from the inverted
rated tumover.

As per Section 54(4) (a) of the GGST Act, 2017, the application of refund shall
be accompanied by such documentary evidence as may be prescribed to
establish that a refund is due to the applicant.

The 8TD, Gujarat vide Circular No. 59/2018 dated 26 October 2018, clarified
that the refund claim shall be accompanied by a print-out of Form GSTR-2A for
the relevant period for wluch the refund is claimed. The proper officer shall rely
upon Form GSTR-2A as evidence of the accounts of the supply by the
corresponding supplier in relation to which the ITC has been availed by the
claimant, The proper officer may call for the hard copies of the invoices if he
deems it necessary for the examination of the relund claim. Further, the claimant
shall also subnut the details of the invoices for which ITC had been availed in
Annexure-A manually along with the application for refund claim and also
declaring the ehigbihlity or otherwise of the ITC availed against these imrvoices
in the said Annexure.

The Department vide Circular No. 125/44/2019-GST dated 21 November 2019
prescribed that all steps of submission and processing of refund shall be
undertaken electronically with effect from 26 September 2019, The applicant
seeking refund shall file Form GST RFD-01 along with statements/
declarations/ undertakings which are part of Form GST RFD-01 and upload
other documents/ invoices which shall be required to be provided by the
applicant for processing of refund claim. Neither the refund application in Form
GST RFD-01 nor any of the supporting documents shall be required to be
physically submitted to the office of the jurisdictional proper officer.

7 246,85 lakh for August 2018 and 2 39,59 lakh for September 2018,
& ACET-11.
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Paragraph 36 of the Circular specified that self-certified copies of invoices in
relation to which the refund of ITC is being claimed, and which are declared as
eligible for ITC in Annexure-B but which are not populated in Form GS1TR-2A,
shall be uploaded bv the applicant along with the application in Form GST
RFD-01.

Subsequently, STD, Gujarat vide Circular No, [135/05/2020-GST dated
01 April 2020 clarified that the refund of accumulated ITC shall be restricted to
the ITC of those invoices which are uploaded by the supplier in Form GSTR-1
and are reflected in Form GSTR-2A of the applicant. Since HSN-wise details of
goods and services were not available in Form GSTR-2A. it was difficult to
distinguish ITC on capital goods and/or input services, out of total 1TC for a
relevant Lax period. Hence, il was instructed in the above Circular that a column
relating to FISN/ SAC Code should be added in the statement of invoices
relating to inward supply as provided in Annexure-B, so as to easily identify the
supplies of goods and services.

a) Excess allowance of refund due to mismateh of inveices with GSTR-2A
(Circular No.125)

During audit of the 11 Divisions, there were 18,161 post-automation refund
claims processed tll July 2020, Oul of these, 1,028 refund cases were examined
and it was noticed that in 23 refund cases®’, [TC aggregating 2 1.90 crore
pertaining to 1.593 invoices/ Bill of Entry®® was neither reflected in GSTR-2A
nor the mvoices were uploaded with the refund application. The proper officers
did not issue any Deficiency Memo or show-cause notice to verify the claim
and considered I 34.97 crore as Net ITC. However, afier excluding the
mismatch of invoices which were neither available in G8TR-2A nor uploaded,
Net ITC of 2 33.07 crore was eligible for claiming refund. The non-exclusion
of TTC of ¥ 1.90 crore on meligible mvoices from Net ITC resulied n excess
sanction of refund of 2 1.73 crore.

On this being pointed out (between February and June 2021), four offices® in
six cases replied (between March 2021 and June 2024) that documents were
submitted manually. Replies are not convincing in view of the STD, Gujarat
Circular dated 21 November 2019 which explicitly mentioned that none of the
supporting documents shall be required to be physically submitted and
self-certified copies of invoices which are not populated in Form GSTR-2A,
shall be uploaded by the applicant along with the application In
Form GST RFD-01.

One office (DCST-6) in one post-automation case replied (April 2022) that
GSTR-2A and Annexure-B were rechecked and it was found that some of the
suppliers of the claimant have filed the returng on quarterly basis which have
been considered by the proper officer while verifying the refund. So, there i1s no

4 DCST-1 to 3. DCST-5, DUST-8, DUST-12. DCST-14 to 17 and DCST-24.

. Thig includes one case where the laxpayver mentionsd the smomt of import of goads but did net
indicate details of invoices hence in the abgence of number of invoices it ig considered ag gingle
invpice. Furthee, as the refund claim being of inverted duty structuee, ITC of T 10,14 lakh on Reverse
Charge Mechanism |5 also disallowed in Net ITC,

51 DBOST-15, DOST-16, ACST-63 Surat and DOST-1T,

21



Audir Report for the period ended March 2022 - Report No. 4 of 2024

mismatch found between GSTR-2A and Annexure-B. One office (DCST-24) in
one post-automation case stated (August 2022) that in Annexure-B, the invoices
were not shown in GSTR-2A at the time of filing of refund application. But
these entries were shown in GSTR-2A at the time of verification of refund. One
office (DCST-17) in one post-automation case stated (June 2021 and June 2024)
that some suppliers had filed returns on quarterly basis and in many cases
GSTIN were wrongly mentioned which led to mismatch, The GST amount
mvolved 1n three mismatched mvoices was refused at the time of issuing
sanction order, The copies of invoices were submitted manually by the taxpayer,
hence no Deficiency Memo was issued.

The replies confirm that the mismatched invoices were neither reflected in
GSTR-2ZA nor were the invoices uploaded with refund application. As per the
circular ihid, the mismatched invoices were required to be uploaded along with
RFD-01 and the refund was required to be restricted to the invoices reflecied in
GSTR-2A and invoices uploaded, or Deficiency Memo should be issued in case
of discrepancy. Besides this, no supporting document was provided in these
cases for availability of these invoices in GETR-2A or uploaded at the time of
sanction of refund. Further. the three mismatched invoices refused at the time
of issuing sanction order were not considered by Audit.

One office (DCST-1) in one case replied (August 2023 and May 2024) that Net
ITC as per refund application was T 1.69 crore whereas ITC as per GSTR-2A
was T 1.56 crore. As per Annexure-B, the I'TC was ¥ 1.74 crore out of which
ITC of 21993 lakh pertained to previous month but was claimed by the
taxpayer in August 2019. In another case, the office stated (August 2023 and
May 2024) that as per refund application Net ITC was 2 1.57 crore. However,
the ITC as per GSTR-2A and Annexure-B was 1.79 crore and ¥ 1.68 crore
respectively. One office (DCST-12) in one case replied (June 2023) that
mismatch of invoices were physically verified under Section 16 of GGST Act
2017, Similarly, one office (DCST-3) mn Live cases replied (May 2024) that
refund was issued after reconciliation of TT'C as per GSTR-2A with [TC claimed
in GSTR-3B and Annexure-B. Wherever, ITC was nol available in GSTR-2A
due record has been obtained as per Circular No. 125,

The replics are not convincing as the taxpayer was eligible for refund on those
invoices which are declared as eligible in Annexure-B and these eligible
mvoices should have been either reflected in the copy of GSTR-2A or copy of
mismatched invoices uploaded with the refund application. In the above eight
cases, some of the invoices declared as eligible in Annexure-B were neither
reflected in the copy of GSTR-2A nor copies of mismatched invoices uploaded
with the relund application.

One office (DCST-14) recovered (September 2022) the excess refimd amount
(T 56.800) pointed out by Auvdit with interest (T 37,124).

Replies in respect of five cases pertaining to two Divisions™ are awaited
(July 2024).

. Divigion-1 (ICET-2) and Divisian-2 (DCST-5)
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b) Excess allowance of refund due to mismatch of invoices with GSTR-2A
(Circular No.135)

Audit noticed (between February and June 2021) that in six cases® ITC
apgregating to T 1.24 crore pertaining to 240 invoices were not reflected in
GSTR-2A. As per Paragraph 5.2 of the Circular No. 135 of 1 Apnl 2020, the
refund of accumulated ITC should be restricted to the ITC as per the invoices
which were uploaded by the supplier in Form GSTR-1 and are reflecied in the
GSTR-2A of the applicant. However, the Department did not exclude the
inadmissible ITC on invoices not available in GSTR-2A and considered
¥ 2958 crore as Net ITC. Afier excluding the invoices not reflected in
GSTR-2A, Net ITC of Z 28.34 crore only was eligible for claiming refund. The
omission (o exclude the ineligible ITC of ¥ 1.24 crore resulted in excess
sanction of refund of T 60.03 lakh.

One office (DCST-4) in a post-automation case replied (December 2022) that
after verifying GSTR-2A, it was found that some of the suppliers of the taxpayer
filed return on quarterly basis which was considered by the Department at the
time of processing the refund claim. The ITC as per GSTR-2ZA (April 2019 to
December 2019) and GSTR-3B was T 6.92 crore and T 6.87 crore respectively
and the taxpayer claimed ITC of ¥ 5.95 crore. Reply 1s nol convincing as the
taxpayer was eligible for refund on eligible invoices declared in Annexure-B
and reflected in copy of GSTR-2A uploaded with the refund application.

Replies in respect of five cases pertaining to two Divisions™ are awaited
(July 2024).

¢) Refund sanctioned in the absence of supporting documents/ complete
information

It was noticed that in 11 pre-automation®® refund cases and 368 post-
automation®® refund cases, refund orders worth ¥ 487.25 crore have been
sanctioned without the availability of supporting documents, i.e. GSTR-2A,
Annexure-A or B. Bill of Entry, Bank Reahsation Certilicate (BRC)/ Foreign
Inward Renuttance Certificate (FIRC) and without the mformation on HSN/
SAC Code. The proper officers did not issne any Deficiency Memo for
rectificaiion and sanctioned the refund amount. Thus, the loss of Government
revenue due to non-observance of instructions of the Department’s circular
could not be ruled out.

On this being pointed out (betwsen February and June 2021), 22 offices® in
324 cases replied (between March 2021 and June 2024) that documents were
submitied manually/ mail and during initial period of post-automation, there
were technical glitches and insufficient space available in GSTN. The taxpayer
could not upload the large documents. Hence, the applications were processed
based on manual verification of documents. One office in other five claims®®

B DCST-4, DOST-5 and DOST-12.

¥ Division-2 (DCST-5) snd Division-5 (DUST-12),

¥ DCST-Z

3 DCST-1to 8. DCST-10 1o 19 and DCST-21 1o 25.
 DCST-1t0 8, DOST-10 10 16, DCST-18 & 19. DCST-21 to 25,
S ODCET-18,
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stated (June 2021) that the applications were submitted prior to November 2019
before the issue of Circular (21 November 2019) related (o electronic
processing of refund applications.

The faet remains that the instructions contained in the Cireular were effective
retrospectively from 26 September 2019, The proper officers did not 1ssue any
Deficiency Memo before processing the refund application. Thus, the objective
of [ully electronic processing of refund application was defeated. Moreover, in
the absence of supporting documents in the GSTN portal, Audit could not
ascertain the correciness of refiind sanctioned.

Replies in respect of 50 cases pertaining to three Divisions™ are awaited
(July 2024),

As per Section 54(1) of GGST Act, 2017, any person claiming refund of any
tax and interest paid on such tax or any other amount paid by him, may make
an application before the expiry of two years from the relevant date. The
relevant date™ in case of goods exporied out of India by sea or air, is the date
on which the ship or the aircraft in which such goods are loaded, leaves India.

During audit of the 11 Divisions, there were 18.161 post-automation refund
claims proeessed (ill July 2020. Out of these, 1,028 refund cases were examined,
and it was noticed (between February and March 2021) in four refund cases®!
that the taxpayers irregularly claimed refund afier expiry of two years from the
relevant date. The proper officers also allowed the refimd of such time barred
¢laims. This resulted in irregular allowance of refund of T 1.07 crore
(Appendix TIT). One such case iz illustrated below:

o The taxpayer made an application of unutilised ITC under export without
payment of tax on 06 January 2020 for the tax period December 2017, Audit
observed that in eight export invoices amounting to ¥ 1.19 crore, the date of
Export General Manifest (EGM)*® was mentioned between
09 December 2017 and 29 December 2017. Thus, these invoices for export
of goods were time-barred for claiming refund as per GGST Act, 2017.
Hence, non-observance of provisions of the Act by the proper officer resulted
in irregular payment of refund of ¥ 16.83 lakh for time-barred export.

In one case (DCST-14) the Department replied (December 2022) that the
taxpayer claimed refund on 26 September 2019 for the period January to
March 2018 but Department issued RFD-03. However, due o technical issues
i the portal, the laxpaver was not able 1o claim relund on invoices in the
application, for which grievance was raised by the taxpayer. After resolution of
the grievance, the taxpaver filed another refund application. As the first claim
of refund was in relevant period. the second application was approved and

¥ Division-1 (DCST-2 & 37, Division-8 (DCST-13 & 14) and Division-8 (DCST-17 & 18)

W Esplanation 2 [api) below sub-gection |4 under Sectivn 54 of GGRT Act, 2017,

. DCST-2, DOST-12 (2 cases), DOST-14.
As per Section 41 of Custorn Act, 1962, EGM is issued before departure of the conveyance from s
customs station,
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refund was sanctioned. In another case (DCST-2) the Department replied
(May 2024) that manual DRC-01A was issued to the taxpayer and the laxpayer
paid (March 2020) ¥ 38,82,860 along with interest of T 22,999,

In remaining two cases, reply of the Department is awaited (July 2024).

As per sub-rule 3 of Rule 92 of GGST Rule. 2017, where the proper officer is
satisfied that the whole or any part of the amount claimed as refund 15 not
admissible to the applicant, he shall issue a notice in Form GST RFD-08 to the
applicant, requiring him to furnish a reply in Form GST RFD-02 within a period
of fifteen days from the date of receipt of such notice. After considering the
reply, the proper officer is to make an order in Form GST RFD-06 sanclioning
the amount of refund in whole or part, or rejecting the refund claim. Further, no
application for refund shall be rejected withoul giving the applicant an
opportunity of being heard.

During audit of the 11 Divisions, there were 33,083 pre-automation cases
processed and 18,161 post-automation refund cases processed ull July 2020.
Out of these. 234 pre-automation and 1.028 post-automation refund cases were
examined, and il was noticed (hat in 65 preuaummalinn“ refund cases and
133 post-automation® refund cases, no communication was sent o the
taxpavers before rgjection of their refund claims. Thus, the claimants were
deprived of the opportumty to submit their response against rejection of their
refund claim (RFD-09). This resulted in non-observance of the principles of
natural justice before rejection of refund claim as provided in the Rule rbid.

On this being pointed out (between February and June 2021), four offices® in
65 pre-automation cases and 11 offices®® in 93 post-automation cases replied
(between May 2021 and June 2024) that due to lack of awareness of entire
GSTN portal and for disposing the refund application within time limit, the
RFD-8 was not issued bul the case was [inalised afier giving an opportunity of
personal hearing to the taxpayer and after obtaining his consent. No appeal was
made by the taxpayers in these cases.

Nine offices™ in 39 post-automation cases stated (between March 2021 and
October 2023) that due to technical glitches in GSTN in initial stages of post-
automalion. RFD-8 were manually issued, Also, due to pandemic situation, the
cases were disposed of without 1ssuing RFD-08.

One office®® in one post-automation case stated (August 2023) that ITC was
wrongly taken and was disallowed.

5 PCST-2to4.and 7.

B DOST-1403, DOST-3 10 7. DCST-10 10 18, DCST-21, DCST-23 10 25,

8. DOST-2to4and 7,

' DCST-1t03. DCST-510 7. DCST-11, DCST-15, DCST-16. DCST-18, DCST-19;
f DCST-10, DOST-12 1o 14, DOST-17, DOST-21. DCST-23, DOST-24, DOST-25,
8 PCET-18
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The replies are not convincing as RFD-8 is to be issued in all cases before
rejection of any refund claim and reply is (o be obtained in RFD-9 as per
provision of the Rule, whiclh was not followed in these cases. As a matter of
fact, there is no provision in the Rules to obtain the consent of the taxpaver in
lieu of issue of RFD-08. No documentary evidence was provided to Audit for
any such consent obtained from the taxpayers.

Recommendation 2.1.3

The Department must follow the procedure of issuing RFD-08 in letter and
spirit and set up a monitoring mechanism for stopping personal hearing/
gerting consent after issue of RED-08 for proper implementation of the Act.

Besides the above audit findings, there were other irregularities in issue of
refund in two cases as shown in Appendix IV, These were pointed out in March
2021, The Department’s reply is awatted (July 2024).

Internal conirols are activities and safeguards that are put in place 1o ensure that
the standard procedure laid down 1s followed and the activities are proceeding
as planned. An effective internal control mechanism is an integral process,
providing reasonable assurance about effectiveness and adequacy of system and
procedures.

Audit noticed the following shortcomings in monitoring and internal control
while processing and sanctioning GST refunds,

a) Double payment of refund amount dice to issuance of two payment advices
Jor same Refund application (Post-Automation)

Rule 92(4) of the GGST Rules, 2017 provides that where the proper officer is
satizfied that the amount refundable under sub-rule (1) or sub-rule (2) is pavable
to the applicant under sub-section (8) of Section 54 of GGST Act, 2017, he shall
make an order in Form GST RFD-06 and issue a payment advice in
Form GST RFD-05 for the amount of refund and the same shall be
electronically credited to the bank account of the applicant.

Audit analysed the data of refund claims processed between September 2019
and July 2020 provided by the Department and noticed that in 12 refund cases®,
the payment advice or sanction order were issued by the proper officer twice on
the same refund application. Hence. a total refund amount of ¥ 2.17 crore was
paid twice to the taxpayers in contravention of the GGST Rules, 2017, Though
it remained unnoticed by the Department, the taxpayers voluntarily returned the
excess amount from the electronic cash ledger through Form DRC-03.

*  DC8T-2, DCST-10, DCST-12, DCET-15, DOST-22. ACET-3, ACST-9, ACST-32. ACST-56,
ACET-63, ACST-T3, ACET-20,
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On this being pointed out (between March and May 2021), in 11 claims™ it was
stated (between May 2021 and June 2024) thal double payment was made due
to an error in the GSTN system. There were no validation checks available in
GSTN to stop issuance of multiple pavment advice. Out of these 11 cases, in
three cases it was also stated that the tax was either recovered or the taxpayer
had voluntarily paid the excess amount. One office™ in one case replied
(December 2022) that the amount was already recovered without stating any
reason for double payment. Department’s reply, however, is silent on the action
taken by the Department to take up the matter with the GSTN for necessary
checks/ validations in the GSTN in this regard.

b) Non-conduct of post-audit of refund claims

The STD. Gujarat Circular No 17/17/2017-GST dated 23 November 2017
elaborately laid down the procedure for manual processing of refunds of
zero-rated supplies. The circular infer alia stipulated that the pre-audit of
mapually processed refund applications is not required till separate detailed
guidelines are issued by Board, irrespective of amount invelved. However, it
was clanfied that the post-audit of refund order shall be continued as per the
extant guidelines.

During audit of the 11 Divisions, there were 33,083 pre-aulomation cases and
18,161 post-automation refund cases processed till July 2020. Out of these, in
234 pre-automation cases and 1,028 post-automation refund cases, Awndit
requested the Department to provide the details of refund cases which were sent
for post-audit.

In response, three offices™ in 96 pre-automation cases and two offices™ in
106 post-automation cases stated (between September 2022 and August 2023)
that the cases had been sent for post-audit, However, specific dates of sending
these cases for post-audit were not provided (o Audit. One office™ in 11 pre-
antomation cases and 11 post-automation cases stated (December 2022) that
post-audit would be condueted.

One office’™ in 28 pre-automation cases stated (May 2023) stated that no
information was received regarding conducting of post-audit. It also stated that
Circular No. 17/17/20017-GST was superseded by Circular No. 125/44/2019
dated 18 November 2019. The reply is not convincing as the Circular of
18 November 2019 clearly stated that the provision of Circular 17/17/2017-
GST shall continue to apply for all refund applications filed before
26 September 2019.

One office (DCST-3) in 40 post-automation cases and 50 pre-automation cases
stated (May 2024) that Review Cell has been formed recently to review the
refund order passed by proper officer. Further, 1t is not mandated 1o get posi-

M pesT-2, DesST-10. DCST-12; DOST-15, DCST-22. ACST-3, ACST-9, ACST-37. ACST-53.
ACST-73, ACST-90,

T ACST-36

T DOSTA, DOST-5 and DCST-6.

™ DCST-Sand DCST-6.

ODCST-13.

WODBCST-T
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audit or review. Another one office™ in 28 pre-automation cases and
eight offices” in 248 post-aulomation cases stated (between March 2021 and
May 2024) that no circular/ guideline was issued to conduct post-audit and there
was 1o system available to conduct post-audit in GST. Reply is not convineing
as the Circular issued on 23 November 2017 by the Department clearly mentions
conduct of post-audit, This. apart from resulting in non-adherence to
Department’s instructions, may also lead to loss of revenue to exchequer.

Three offices™ in 306 post-automation cases replied (June 2024) that post-audit
was not conducted due to Covid 19 pandemic as there was limited staff.
One office™ in 49 post-automation cases stated (June 2024) that the refund
cases were zent for review to the Review Cell formed in October 2023,
However, specific dates of sending these cases [or post-audit were not provided
to Audit. One office (DCST-1) in eight pre-automation cases and five post-
automation cases sltated (May 2024) that there was no provision for post-audit
at the time of payment of refund. Hence, the cases were not sent for post-audil.
Now, Review Cell was formed and after payment of refund the cases were sent
for review.

Two offices? in 115 post-automation cases stated (October 2023) that para does
not pertain to their jurisdiction. However, the correct jurisdiction was not
mentioned in the reply.

Replies are awaited in remaining cases (July 2024).
c) Issue of payment order prior to sanction order

As per Rule 92(4), where the proper officer is satisfied that the amount
relundable under sub-rule (1) or sub-rule (2) is payable to the applicant under
sub-section (8) of Section 54, he shall make an order in Form GST RFD-06 and
155ue a payment advice in Form GST RFD-035 for the amount of refund and the
same shall be electronically credited to the bank account of the applicant. Thus,
the payment order (RFD-5) is to be issued after issuance of sanction order
(RFD-6). Out of the 234 pre-automation®' refund cases examined, in 17 cases®
it was observed that payment order (RF1)-5) was issued one day to 10 days
before the sanction order (RFD-6).

On this being pointed out (June 2021), one office® in four pre-automation cases,
while accepting the audit observation, stated (August 2021) that the reason for
issue of RFD-05 before RFD-06 may be due to technical error in the system.
However, the refund claim of all these four cases had been made within 60 days
as per Section 54(7). One office (DCST-3) in eight pre-automation cases stated
(May 2024) that the refund sanction order was passed through GUIVATIS
system but refund payment order was issued manually. There was a clerical

™ DOAT-2.

DCET-2, DCST-8, DCST-10, DCST-11, DOST-12, DOST-14. DCST-21 and DCST-24.
DCST-16, DCST-17 and DCST-23.

DCET-15.

DCST-22, DUST-23.

DCST-1 to T.and DCST-13,

DCST-3, DCST-4.

DCST

meEEdd 3
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mistake in putting date in the GUIVATIS system or putting date in payment
order. However, chronological order ol sanction and then payment 15 followed.

The provisions pertaining to refund contained in the GST laws aim to streamline
and standardise the refund procedures under GST regime. The refund procedure
was made fully electronic with effect from 26 September 2019. Before
26 September 2019, a temporary mechanism was devised and implemented.

Audit examined 234 pre-automation and 1,028 post-automation refund claims
processed between July 2017 and July 2020 under different categories by the

Department.

In the selected cases, Audit imter alia observed delays in issuance of
acknowledgment in 45 per cent cases which ranged upto 385 days. There were
delavs in issuance of refund orders in 15 per cent cases. which ranged upto
347 days. There were delays upto 44 days in sanctioning of provisional refunds
n zero-rated supplies.

The sanctioning of provisional refund is only admissible in case of zero-rated
supply of goods and/ or services. However, i four cases, provisional refund of
90 per cem were issued in cases other than zero-rated supply of goods or
SETViCESs.

In refund cases related to inverted duty structure, irregular allowance of refund
of T91.17 lakh was observed due to consideration of ITC on services and capital
soods.

In 29 refund cases there was excess sanction of refund of ¥ 2.33 crore due to
non-exclusion of ITC of ¥ 3.14 ecrore from Net ITC on invoices listed in
Annexure-B mismatched with copy of GSTR-2A.

In four cases, refund was allowed in time-barred claims. In 65 pre-automation
and 133 post-automation refund cases, principle of natural justice was nol
followed as no communication was sent to the taxpayers before rejection of their
refund claims. In 12 cases, refund was issued lwice on the same refund
application, The post-audit of refund claims have not been conducted.

29



Audir Report for the period ended March 2022 - Report No. 4 of 2024

o

/"'.. "
/ Section 59 of the Gujarat Goods and Services Tax Act (GGST), 2017 envisages GST as a self-

fl ngsessment-based tax, whereby the responsibility for calculating tax Hability, discharging the
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computed fax lability and filing refurns is vegied in the toepayer.

With a view to providing assurance on the adeguacy and effectiveness of systems and
procedures adaopted by the Deépartment with respect fo tov compliance ander GST regime.
Auwdit of ‘Departmeni's oversight pn GST Payments and Refurn filing ' was taken up in three
distinet paris with the objective of seeking assurance on:

i. Whether the rules and procedures were designed fo secure an effective check on tax
compliance and were being duly observed by taxpayers? avnd

fi.  Whether the scrutiny procedures, inrernal audit and other complionce functions of the
Units were adequate and effective?

Auwdit vevified complionce vevification mechanism of the Department and oversight on return
filing,

The Audit analysed dota wnder the State GST jurisdiction on 13 jdentified parameters and
observed various deviations/ inconsistencies against those parameters, Further, the andit also
noticed findingy related to returns, wtilisation of Inpwt Tax Credit and Undischarged Tax

Introduction of Goods and Services Tax (GST) has replaced multiple taxes
levied and collected by the Centre and States. GST, which came mto effect from
01 July 2017, is a destination-based consumption tax on the supply of goods or
services or both levied on every value addition. The Centre and States
simultaneously levy GST on a common tax base. Central GST (CGST) and State
GST (SGST) Union Territory GST (UTGST) are levied on intra state supplics
and Integrated GST (IGST) is levied on inter-state supplies.

Section 39 of the Gujarat Goods and Services Tax Act (GGST), 2017 stipulates
GST as a self-assessment-based tax, whereby the responsibility for calculating
tax liability. discharging the computed tax liability and filing returns is vested
on the taxpayer. The GST returns must be filed online regularly on the common
GS'T portal, failing which penalties will be payable. Even if the business had no
tax liability during a particular tax period, the taxpayer must file a nil return
mandatonily. Further, Section 61 of the Act read with Rule 99 of GGST Rules
stipulate that the proper officer may scrutinize the return and related particulars
furnished by {axpayers, communicate discrepancies to the laxpayers and seek
an explanation.

This Subject Specific Compliance Audit (SSCA) 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.

=

§




Chapter Il: Subject Specific Compliance Audits

This audit was oriented towards providing assurance on the adequacy and
effectiveness of systems and procedures adopted by the Department with respect
to tax compliance under GST regime. Audit of ‘Department’s oversight on GST
Payments and Retum filing” was taken up with the following Audit Objectives
to seek an assurance on:

¢ Whether the rules and procedures were designed to secure an effective
check on tax compliance and were being duly observed by taxpayers? and

s Whether the scrutiny procedures, internal audit and other compliance
functions of the Units were adequate and effective”

A data-driven approach was adopted for planning, as also to determine the
nature and extent of the substantive audit. The sample for this SSCA comprised
a set of deviations identified through data analysis for centralised audit that did
not involve field visits, a sample of taxpayers for detailed audit that involved
field visits and scrutiny of taxpayers’ records at departmental premises, and a
sample of Units for evaluating the compliance functions of the Units,

There were three distinct parts of this SSCA, as under:
(i) Part I - Audit of Units

For the purpose of evaluation of oversight functions for the period 2017-18 to
2020-21, 10 Units, with jurisdiction over more than one selected sample of cases
tor Detailed Audit, were considered as the sample of Unils.

(ii) Part I - Centralised Audit

Audit analysed GST returns data pertaining to 2017-18 as made available by
GSTN. Rule-based deviations and logical inconsistencies between GST retums
filed by taxpayers were identified on a set of 13 parameters, such as mismatch
of ITC availed between Annual Returns and Books of accounts, short pavment
of interest, [TC mis-matches. efc. Accordingly, 385 cases were selected through
data analysis for centralised audit under this SSCA, based on high-value or high-
nsk deviations from rules and inconsistencies between retums, and for
evaluation of the adequacy and effectiveness of the scrutiny procedure of the
Department. The Audit Queries were issued to the respective assessment units
without further scrutiny of taxpayers® records.

(iii) Part IT1 - Detailed audit

Audit selected 50 taxpayers for detailed audit for the period 2017-18, using a
risk-based approach which involved field visits for wverification of records
available with the assessment unils. Taxpayers' records, like returns and related
attachments and information, were accessed through units for evaluation of the
extent of tax compliance by taxpayers. Audit utilised the Single Sign-on IDs
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(SSOIDs) provided to the maximum extent feasible to examine data/ documents
relating lo taxpayers in the back-end system (viz. registration, tax payment,
returns and other departmental functions). Efforts were made to access the
relevant granular records. such as invoices, ledgers, efc. of the taxpayers through
respective assessment units.

Entry Conference of this SSCA was held on 11! May 2022 with Principal
Secretary, Finance Department, Government of Gujarat, in which the Audit
Objectives, sample selection, Andit Scope and methodology were discussed.
The Exit Conference was held on 16 April 2024 with Additonal Chief
Secretary, Finance Department, Government of Gujarat and other officials of
the Department, in which the aundit findings were discussed. The views
expressed by the State Government during the Exit Conference and the written

replies to the draft report have been suitably incorporated in the relevant
paragraphs.

The source of Audit Criteria comprised of the provisions contained in the
GGST! CGST Act, IGST Act and the Rules made thereunder, In addition, the
notifications and circulars issued by the State Tax Department, Gujarat’ CBIC
(Central Board of Indirect Taxes and Customs) relating to filing of relurns,
notifying the effective dates of filing of various returns, extending due dates for
filing returns, rates of tax on goods and services, payment of tax. availing and
utihzing I'TC, scrutiny of returns and oversight of tax compliance and Standard
Operating Procedures (SOP) containing instructions to departmental officers on
various aspects such as non-filing of returns, cancellation of registrations, efc.
also formed part of the Audit Criteria.

The role of the Unils 15 to ensure compliance by taxpayers in respect of accuracy
of the taxable value declared, calculation and payment of tax liabilities, filing
of returns, efc. The Units have a broad set of functions to be exercised in this
regard, which were assessed as a part of this SSCA.

Three potential audit areas were identified, viz. (i) effectiveness of scrutiny and
assessment  functions, (ii) action on late-filers and non-filers, and
(1i1) cancellation of registration. Accordingly, relevant records and information
for the period 2017-18 to 2020-21 were requisitioned from the selected
10 Uhnits.

A return 1s a statement of specified particulars relating to the business activity
undertaken by taxpayers during a prescribed period. Every taxpayer is legally
obligated to furnish a complete and correct return duly declaring the tax liability
for a given period and taxes paid within the stipulated time. In a self-assessment
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regime, the zignificance of monitoring return filing by taxpayers acquires
greater significance as the returms are the first mode of information about
taxpayers and their respective business activities.

Filing of returns is related to pavment of tax as the due date for both the actions
are the same, which implies risk of non-payment of tax/ penalty in the case of
non-filers.

Where a registered person fails to fumish a retwm under Section 39 or
Section 44 or Section 45*, a notice in Form GSTR 3A shall be issued
electronically to retumn defaulter under Section 46 of the GGST Act, 2017, read
with Rule 68 of GGST Rules, 2017, requiring him to furnish such return within
fifleen days of the issue of notice. Standard Operating Procedure (SOP) to be
followed in case of non-filers® clarified that in case the taxpayer fails to file the
returns even after such notice, the proper officers may proceed to assess the {ax
liability of the said person to the best of their judgment, considering all the
relevant material which is available or gathered and issue an assessment order
m Form ASMT 13.

On the basis of information provided. Audit observed that in four® out of
10 selected®” Unit offices, a total of 11,879 cases of non-filers were identified.
Qut of these 11.879 cases, appropriate returns were not filed in 9,358 cases®
(79 per cent) even after issue of nofices in Form GSTR 3A. However, the
proper officers did not initiate any further action regarding assessment and
cancellation of registration in these cases. The remaining six Units® informed
that the returns were filed in all cases in pursuance of GSTR 3A issued 10 the
taxpayers.

On this being pointed out (January 2023), ACST Unit-63, Surat replied (January
2023) that as per Section 46 read with Rule 68 of GGST Act, 2017, notices in
GSTR 3A had been issued to the taxpayers and accordingly. they had filed
returns. The taxpavers who had not filed returns for more than six months, their
registrations were being cancelled after giving them seven days for hearing.
However, no information in respect of issuance of ASMT 13 for tax liability in
respect of these taxpayers and payment thereof was mentioned in the reply. In
respect of two offices (Unit-93 and Unit-94), the Department stated (June 2024)
that out ol total 217 cases, the registrations of 207 taxpayers have been
cancelled. In five cases 1t was stated that the procedure for cancellation of
registration was under progress. In another one case. there was technical glitch

B GSTE 1B under Section 39, GSTR 9 under Section 44, GSTR. 10 under Section 45

Bi  Sigte Tox Department’s circular Moo 129482019 dated 13 January 2020,

8 ACST Unit-9, Ahmedabad 11413 cases), ACST Unit-63, Sural {249 cases) ACST Unil-93, Ragkut
{132 cases) and ACST Unit-94, Gondal (85 cases).

B ACST Unit-0l, ACST Unit-08. ACST Unit-09, ACST Unit-11, Ahmedabad. ACST Unit-55.
Bhamch, ACST Unit-63, Surat, ACST Umit-84, Surat, ACST Unit=%3, Eajkot. ACST Unri-04,
{rondal, ACST Unit-103. Gandhidham.

8 ACST Unit-9 Ahmedabad (B892 cuged). ACST Unit-63 Sural {249 cages), ACST Unit-93 Rajloot
(132 cages), ACST Unit-94 Gondal (BS cases),

B ACST Unit-01, ACST Unit-08, ACST Unit=11, Ahmedabad, ACST Unit-335, Bharuch, ACST Unit-
fd, Suratand ACST Uni-103, Gandhidham,
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and action for resolving the issue was under progress. However. no reply was
furnizshed for remaining four cases.

ACST Unit-9, Ahmedabad replied (October 2023) that as per provision of the
Act. the proper officer may proceed for assessment under Section 62 of GGST
Act. The word ‘may’ indicates thal assessment under Section 62 15 not
mandatory. Further, the relevant information relating to purchase and supplies
of the taxpavers were not available. In all cases, assessment under Section 62
was not conducted but in a few cases, action for provisional attachment of the
property was initiated.

The reply of the proper officer is not acceptable in view of the fact that since the
large number of taxpayers (79 per cent) had not filed appropriate returns even
after issue of notice in Form GSTR 34, the proper officer should monitor the
defaulters and proceed to assess the tax liability in the interest of revenue as per
procedure laid down in the SOP.

As per Section 29(2) of the GGST Act, 2017, GST, registration cannot be
cancelled by the tax officer without giving the person an opportunity of being
heard. Further, under Rule 22(1) of GGST Rules, 2017, where the proper officer
has reasons to believe that the registration of a person is liable to be cancelled
under Section 29, he shall issue a notice to such person in Form GST REG 17,
requiring him to show cause, within a period of seven working days from the
date of service of such notice, as to why his registration shall not be cancelled.

As per the information provided to Audil (Appendix V), between 2017-18 and
2020-21, in 15,224 cases”” under 10 selected Unit offices, action for cancellation
were initiated on own motion by Unit Officers. The information provided has

been detailed below:

o Against 15,224 cases initiated for cancellation, REG 17 was issued in
20,581 cases. Thus, there was excess issue of REG 17 in 5,357 cases.

¢ In two Units (ACST Unit-] and 8), against 3,479 cases of suo moiu
cancellation no REG 17 was 1ssued.

e In two Units (ACST Unit-9 and 63), it was informed that there was no
case of swo mony cancellation, However, in 2,171 cases REG 17 was
issued. The reasons for the discrepancy in the figures was not provided
to Audit.

¢ In one Unit (ACST Unit-8), against 609 cases of swo motu cancellation,
REG 17 was 1ssued only in 29 cases.

M ACST Unit-1, Alnnedabad (2981 cases), ACST Unit-8, Ahmedabad {609 cases). ACST Unit-5,
Ahmedebad (M1 caye), ACST Umil-11, Ahmedabad (3344 cages), ACET Unit-55. Bharuch
{2247 cases). ACST Unit-53. Rajloot (3513 cases), ACST Unil-94, Gondal (337 cases) ACST Unit-
103, Gandbidham (1993 cases). ACST Unit-63, Surat (Nil case) snd ACST Unit-64, Sucat (mot
provided to andit),
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¢ In three Units (ACST Unit-11, 93 and 94), against 7,394 cases of
suo motu cancellation, REG 17 was issued in 16,134 cases,

e In one Unit (ACST Unit-103), against 1,993 cases of swo moiu
cancellation, the Unil stated that the information about 1ssue of REG 17
was not available.

e In one Unit (ACST Unit-64), the Unit stated that the information on
swo mofy cancellation and issue of REG 17 both were not available.

As seen from the above, there were discrepancies in the information provided
to Audit. On this being pomted out (July 2022 to February 2023). ACST Unit-
94, Gondal replied that this issuance of more REG 17 against cases initiated on
own motion, was 4 system ghitch, ACST Unit-103, Gandhidham replied that the
report for issue of REG 17 was not available in the GST Boweb MIS system. In
respect of Unit-93, JCST Division-10 stated (June 2024) that if request for
cancellation received from (axpayer requires more information from the
taxpaver. Boweb system automatically navigates for issuing of REG-03 and
REG-17 eould not be issued by the proper officer. It was further stated that ticket
for resolving this issue had been generated in May 2024,

The replies were awaited from remaining seven Units (July 2024).

As per Section 45 of the GGST Act 2017, GSTR 10 (the final return) has to be
filed by the taxpayer within three months of the date of cancellation or the date
of order of cancellation, whichever is later. Further, as per Section 46 of the
GGST Act read with Rule 68 of the GGST Rules, 2017 and as prescribed in
SOP on non-filers®*!, GSTR 3A (notice) has to be issued to the taxpaver. where
GSTR 10 has not been [iled. If the taxpayer still fails to file the final retumn
within 15 days of the receipt of notice, then an assessment order in Form
ASMT 13 under Section 62 of the GGST Act. read with Rule 100 of the GGST
Rules shall have to be 1ssued to determine the hability of the taxpayer. If the
taxpayer files the final return within 30 days of the date of service of the order
ASMT 13, then the said order shall be deemed to have been withdrawn.
However, the liability for payment of interest and late fee shall continue. If the
said return remains unfurnished within the statutory period of 30 days from the
1ssuance of order ASMT 13, then the proper officer may inihate proceedings
under Section 78 and recovery under Section 79 of the GGST Act.

Audit observed that in 6,757 cases™ in 10 selected Units, GSTR 10 was filed by
the taxpayers against 29,735 cancellation orders (REG 19)* issued during the
period 2017-18 to 2020-21. Out of these 29,735 cancellation orders, in

# Cirewlar No. 129/482019-GST dated 13 January 2020.

% ACST Unit-01. Ahmedabad (19 cases), ACST Unit-11, Ahmedabiad (727 cases), ACST Unit-55.
Bharuch (247 cases), ACST Unit-63 (2072 cases) & Unit-64 (2184 cases) Surat, ACST Uns-93,
Rajlot {1375 cages), ACST Unit-94, Gondel {133 cases),

# ACST Ahmedsbud: Unit-01 (1530 cages). Unit-08 (647 cases), Unit-0% {173 cages), Unit-11
{5364 cages), ACST Unit-55, Bharuch (4507 caseg). ACST Unit-63 (4718 cases) & Unit-64, Sural
{3756 cases), ACST Unit-23, Rajkor (6130 cazes), ACST Unit-94, Goadal (217 cases),
ACET Unit= 1035, Gandhidham (1893 cases).
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22,978 cases (77 per cent) GSTR 10 was not filed by the taxpayers, However,
no follow-up action was initiated by the tax officers in these cases.

On this being pointed out (Tuly 2022 to February 2023), one Unit (Unit-9) stated
(October 2023) that action could not be initiated as the list of non-filers of
GSTR 10 was not available due to system ghitches in Boweb portal. However,
as the report is now available in the system, regular action would be taken
against such non-filers. The JCST, Division-10 in respect of two olfices (Unit-
93 and Unit-94) stated (June 2024) that the taxpayers had been mformed to file
GSTR-10 and follow-up action was being taken on regular basis,

Replies of the remaining seven offices were still awaited (July 2024).

Audit analysed GST returns data pertaining to 2017-18 as made available by
GSTN. Rule-based deviations and logical inconsistencies between GST returns
filed by taxpayers were identified on a set of 13 parameters, which can be
broadly categorized into two domains - I'TC and Tax payments.

Out of the 13 prescribed GST returns™, the following basic returns that apply lo
normal taxpayers were considered for the purpose of identifying deviations,
inconsistencies and mismatches between GST returns/ data:

« GSTR 1: Monthly return furnished by all normal and casual registered
taxpayers making outward supplies of goods and services or both and
contains details of outward supplies of goods and services,

« GSTR 3B: Monthly summary retum of outward supplies and input tax
credit claimed, along with pavment of tax by the taxpaver to be filed by
all taxpavers except those specified under Section 39(1) of the Act, This
is the retum that populates the credit and debits in the Electronic Credit
Ledger and debits i Electronic Cash Ledger.

« GSTR 6; Monthly return for Input Service Distributors providing the
details of their distributed inpul tax credil and inward supplies.

» GSTR & Monthly return to be filed by the e-commerce operators who
are required to deduet TCS (Tax collected at source) under GST.
mntroduced i October 2018,

«  GSTR 9: Apnual return to be filed by all registered persons other than
an Input Service Distributor (ISD), Tax Deductor at Source/ Tax
Collector at Source, Casual Taxable Person and Non-Resident taxpayer.
This document contains the details of all supplies made and received
under various tax heads (CGST, SGST and IGST) during the entire year
along with turnover and andit details for the same.

M GSTR |, GSTR 1B, GSTE 4 (isxpeyers under the Compostion scheme), GSTR 5 {non-resident
luxable pesson), GSTR 5A (Monresident QIDAR gervice providets), GSTR 6 (Inpul gervice
distributor). GSTR 7 {taxpayers deducting TDS), GSTR B {E-commerce pperator), GSTR % {Annual
Retum), GSTR 10 (Final return), GSTR 17 (person having U and claiming a refund), CMWE 08, and
ITZ 04 (Statement to be filed by principal about details of goods sent to/ recerved from a job-worker),
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« GSTR 9C: Annual audit form for all taxpayers having a turnover above
¥ 2 crores in a particular financial year. It 1s basically a reconciliation
statement between the annual refurns filed in GSTR 9 and the taxpayer's
andited annual financial statements.

«» GSTR 2A: A gystem-generaled statement of mmward supplies for a
recipient. It contains the details of all B2B transactions of suppliers
declared in their Form GSTR 1/ 5. ISD details from GSTR 6, details
from GSTR 7 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.

The data analysis pertaining to State jurisdiction on the 13 identified parameters
and extent of deviations/ inconsistencies observed are summarized in Table 2.2;

Table 2.2: Summary of data analysis

as per GSTR2A with all its

1TC mismatch [TC available 692.92
betwesn OSTR. | amendments was campirad with the [TC availsd
24 and in G3TR 3B in Table 44{3) (accrued on
G3TR 3B domestic supplies) considering the reversels in
Table 4B{2) but ncluding the [TC svailed i the
subgequent year 200 8-1%'in Table 8C of GETR &
D2 ITC availed RCM payments in GSTR 3B Table 3.1(d) was 50 9347
wnder RCM vs compared with [TC availed in GSTR. 9 Table 6C,
payiment of tax &Iy and 6F.
in GETR 3B/ In cases whees GSTR9 was not available, the
GSTR 9 check was resmicted within GSTR 3B - fax
discharged in Table 3.1(&) vis-d-vis [TC avaled
Table 4A12) and 4A(3)
D3 | Shortpayment | RCM payments in GSTRY TabledG (lax 18 717
of tax under payable) was compared with TTC availed in
RCM vs ITC GSTE & Table 6C, 613 and 6F (ITC aveiled).
availed m In cases where GSTR ¥ was not available, RCM
GSTR 3B/ paymeni in GSTR 3B Table 31(d) was
GSIRS compared with GSTR 3B Table 4{A)Z) aod
AALY), Greater of the difference in O5TH 9 and
GETR 3B was considersd whers both “were
gvailehle
D4 | Incosect [SD transfeered in GSTR 9 Table 6G or GSTR 23 3289
availment of 3B Tabis 4(A)4) was compared with the sum of
I5D eredit Tshle 54, 84 and Table 9A of GETR 6 of
espectve GSTING
D5 | Incorrect [SD GSTR & Table 7B/ 7H of the recipieats was 1 0.0015
credit reverzal compared with sum of Table 3A (negative
figuies only) and Table A (negative figures
only) of their GSTE. 6
D Mismateh of Positive figmme In GSTR $C Tahle [2F and 25 37895
ITC availed exammation of reasons provided n Table 13 for
betwesn Annusl | mismatch '
returng and
Bools of
ACCouniE
D7 Rroonuiliation Pogitive hgwre in GSTR 9C Table 14T end 25 273904
between  ITC | exsmination of reasons provided in Table 15 for
availed in | mismatch
Annus!  returns
with expenses m
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DE | Mismatch  in | Negative figure i GSTIR 9C Teble SR and 50 12563.20
Turnover axanination of repzons provided in Table & for '
declared in | mismatch
GSTR 9C Table
iR
D9 | Mismateh  ih | Negative figure in GSTR 9C Tahle TG and 14 430.55
taxable tumover | examinstion of reasons provided in Table & for
declared in | mismatch
GATR 9C Teble
TG
D10 | Mismaich in tax | Negative figore m GETR 9C Table 9K and 50 T30
paid  betwesn | examination of reasons provided m Table 10 for
books of | mismatch
gocounty  and
rEmrng
D11 | Unactiled The gicater of fax liability belween GETR: 1 23 335.43
Tiabilities {Tabfeg 410 | 1) ard GETR §{Tables 4N, 10 and
' 11) was compared with tax paid in GETR 9. In
cases where GSTR 9 was not availahle, tax paid
in GSTR. 3B was compared with greater of tax
liability between GETR. | and GSTR 3B.
The amendments ‘and advance adjusements
declared in GSTR 1 and § were duly considerad
DI2 | GSTR 3B was | Taxpaysrs who have not filed GSTR 3B but have 25 2147
ol fled but fled GSTR 1 or where GSTR 2A available,
GETR 13 indicating taxpayers cusiying on the business
available without discharging tax
DT3 | Short payment Intgmst caleulated al the rute of 1B per cenr on 15 2528
of interest cagh partion of tax payment on delayed filing of
GSTR 3B vis-§-vis interest declared in GSTR 3B
Total 385 1738237

Audit issued 385 audit enquires involving mismatch of ¥17,382.37 crore®
amongst the top deviations! inconsistencies in each of the 13 parameters for the
year 2017-18. The audit queries were issued to the respective Divisions between
February 2022 and April 2022 without further scrutiny of taxpayer's records.
The audit check in these cases was limited to verifying the Department’s action
on the identified deviations/mismatches.

Initial responses were yet to be received, as of 31 July 2024, for three
inconsistencies™ communicated to the Department, which invelves mismatch
of T 3.88 crore.

Based on latest replies received, the details of tax recoveries or status of progress
are given in subsequent paragraphs.

#% Thig invludes mismatoh in tumover of T 12,563.20 crore declared in Table SR of GSTR 9C and
migmatch in turnover of 42055 crore declared Table 76 of GETR 90,

# Two cases of dimension ISD TTC Mismatch (D4) iovolving ¥ 2.02 crore and one case of dimension
Interest short paid (1313} involving ¥ 1,86 crare.
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Based on responses to the Audit Queries received from the Department, the
extent to which each of the 13 parameters translated into compliance deviations

i3 summarized below:

Table 2,3: Summary of deficiencies

50

F3.47

35

6535

145

0:83

2458

705

14

2534

18

77

15

5.98

0.1

082

83

availment of
ISD credit
14}

23

3197

17

1616

10

16,74

1183

Incomect [3D

| reversal (D5)

Mismatch of
ITC availed
betwesn
Annual
‘Books of
accounts
ADG)

25

3THI5

21

32632

253

43151

5344

9 Recavery of T 9,77 crore made in |5 cases and SCH issued for T 47 37 crore ageinst audit observation

% 04.26 crvie In 22 cases,

Matice to the taxpayer mforming him of such digorepancy und seeking his explanstion,

Intimation of tax ascectained ag being payable uader Section 73(5) T4(5) of GAST Act. 2017,
Against T1.32 crore pointed by Audit, in one case ¥ 5,522 was recovered and [n another caze SCN

g%

was isgued.
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GETRW
Table 7G
429

Migmatch in 20 T3 7 5544 ] o 2 155 | 51 847 3 EX
tRx paid ' ) '
between
bonis: of
s:mm and

returns (1710

.7

Unsetiled 25 | 33525 | 14| 21938 | 4 | 5485 | © 6 [ 1| 269 | 6| 5137
lisbilities
(DL}

60,96

GETR 3B a8 | may | o 0 2 461 2| noe | 4| o3y | 7| 48
‘was-not filed i ) ) ) ) )
But GSTR |
is ovailabie
(D12)

1685

Shost payment | 24 234 2 147 4 345 i3 | Tesp | 1] 1 2| o0F
of infesest ' '

1334

D _ =
% o esmind] B s |l Reca il IEsdl e B ) B2 s

e

Total unreconciled turnove: (TO) in Teble SR of GSTR 8C in the 50 cases ls % 12,563 20 crore, In
27 cases invalving mismatched TO of ¥ 9555.68 crore valid explanations were provided by the
Drepartment and 1he complisnes deviations 22 cages ovolving mismatched TO of F 274618 crore
have been observed. In ome cage the isgue 1§ under examination by the Department,

Total unreconciled taxable tuenover (TTO in Table 7G of GITR 5C in the 16 cases is F420.55 crore.
In six cases invelving mizmatched TO of ¥ 113,95 crore Deparment’s reply was accepted by audit
and the compliance devistions m the remaming {1 cases mvolving mismatched TTO of T 306,60 crore
have been obssmved.

I tro cages the department sccepted audit observation of T 4.80 ezore ugainst T 20.15 crore pointed
out by andii.

In 12 cases the depastment accepted 2udit observation of T 11.61 crore against T 95.4'? £rofe pointed
aut by godit.
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Table 2.4: Top deviation for each dimension of Centralised Audit

ITC mismatch between PAAAACLOLA0PTZ] Dhivision-01

GSTR 24 -and GSTR 3B (M5 Larsen and Toubro Lid.)

TTC availed under RCM 24AACCREB63IDIZG Division-12 11.05
vs payment of tax in {M/s Rama Cylinders Pvi, Ltd.)

GSTR 3B/ GSTR 9

Short payment of tax 24AAFCSTOMLIZO Division-08 044
under RCM vs ITC (Mis Sahajanand Medical

availed in GSTR 3B/ Technologies Lid.)

GSTR.9

18D credit incomrectly 24AAACHI004NLZ0 Division-02 7.73
‘availed by recipients {M/s Hindustan Unilever Lid.)

Mismatch of TTC availed | 24AAACWOT44L2ZB (M/s | Division-06 | 18,03
between Annual returns Welspun Cotpotation Limited),

and Books of accounts ' '

‘Reconciliation betwesn 24AAUCS5797D2ZP Divigion-01 1357.83
ITC availed in Anmmal (M= Suzuki Motor Gujarat

returns with expenses in Private Limiled)

financial statements

Mismatch in turnover J4AABCE4851F1ZY Divigion-0T 669,96
declared in GETR 9C (/s Ezsar Steel Jharlthand

Table 5. Limited)

‘Mismatch in taxable 24AAACUT3S3HIZC Thivision-08 13012
furnoyer declared in {M/s Uniteg Fibres Pvt. Ltd.)

GSTR C Table 7G

Mismatch in taxpaid - 24AAACLODS4ELZL Division-03 1,93
between books of (M/s Linde Engineering India

acgounts and refurns Private Limited)

15 Natice igsued by the proper officer te the taxpayer tor informing discrepancy neticed during serutiny.
05 Tntimation of iax ascertained as being payable under section 73(5) T4(5).
' Natice to 7 third person under Sectian 79(1)(c).
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| Unsettled liabilities | 24AAACT4059MIZS

{bfs TATA Chemicals Limited)
11 | GSTR 3B was not filed 24AAICS5496D126 Division-03 4,25
but GETR | iz availahle {5 Sterling Lam Ltd.}
12 | Short payment of interest 24AAACRS055K1ZD Division-11 393
(M!s Reliance Industries Ltd)

Top Case from each of the andit dimensions (main 12 dimensions) are
discussed below:

(i) Dimension - Mismatch in ITC availed

GSTR 2A 1s a purchase related dynamic details of auto drafted supplies that is
automatically generated for each business by the GST portal, whereas GSTR 3B
1 a monthly return m which summary of outward supplies along with TTC
declared and payment of tax are self-declared by the taxpayer.

To analyse the veracity of ITC utilization. relevant data were extracted from
GSTR 3B and GSTR 2A for the year 2017-18, and the TTC paid as per suppliers’
details 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 ITC availed in GSTR 3B in Table 4A(5)'®
considering the reversals in Table 4B(2)'™ but including the ITC availed in the
subsequent year 2018-19 from Table 8C of GSTR 9.

Audit observed that in case of M/s Larsen and Toubro Ltd.
(24AAACLOT40PTZT) under ACST Unil-6. Ahmedabad, ITC available as per
GSTR 2A was T403.63 crore. The ITC availed in Table 4A(5) of GSTR 3B
and in the subsequent year (2018-19) from Table 8C of GSTR 9 was
¥ 416.36 crore and ¥ 51 crore respectively. aggregating to ¥ 467.36 crore. This
resulted in mismatch of ITC availed, amounting to ¥ 63,73 crore which was
communicated to the Department (February 2022), In response, JCST replied
(June 2024) that DRC 07 has been issued for 2 3,61 crore,

(it} Dimension - Excess 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 categories of goods or services or both under Section 9(2) or Section 9(4)
of the GGST Act, 2017 and under sub-section (3) or sub-section (4) of Section
5 of the IGST Act, 2017.

GSTR 9 is an annual return to be filed once for sach financial year, by the
registered taxpayers who were regular taxpayers, including SEZ units and SEZ
developers. The taxpavers are required to furnish details of purchases. sales.
mnput tax credit or refund claimed or demand created efe.

W Al other eligible TTC.
W Other ITC reversad.
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To analyse the veracity of ITC availed on tax paid under Reverse Charge
Mechamsm (RCM) for the year 2017-18, the dalasets pertaining {o GSTR 3B
and annual return GSTR 9 were compared to check whether the ITC availed on
RCM was restricted to the extent of tax paid. The methedology adopted was to
compare the taxable supplies in Table 3.1(d)' " of GSTR 3B with ITC availed
in GSTR 9 Table 6C'*%, 6D and 6F'*.

Audit observed that in case of M/s Rama Cylinders Pvt. Lid.
(24AACCRR653D1ZG) under ACST Unit-103, Gandhidham, taxable inward
supplies under reverse charge in Table 3.1{d) of GSTR 3B was T 0.15 crore.
However, the ITC availed in Table 6C. 6D and 6F of GSTR % was T 11.20 crore,
resulting in mismatch of ITC availed amounting to ¥ 11.05 crore which was
communicaied to the Depariment (February 2022), In response, the JCST
Division-12 Gandhidham replied (May 2022) that the inconsistency arose since
the taxpaver has shown ITC of import of services (excluding inward supplies
from SEZ) as RCM liability.

The reply is not convincing as the amount shown under import of services
(excluding mward supplies from SEZ) is also liable for GST under RCM.

(iii) Dimension - Excess availment of ITC on RCM without payment of fax

The extent of availing of ITC wunder RCM for the vear 2017-18 without
discharging equivalent tax liability or, in other words, short payment of tax
under RCM was analysed by comparing the dataseis pertaining to GSTR 3B and
annual return GSTR 9 to check whether the tax has been discharged fully on the
activities/ transactions under RCM. In cases where GSTR 9 was filed, the
supplies liable to RCM in Table 4G'* was compared with ITC availed in
Table 6C, 6D and 6F.

Aundit noticed that in case of M/s Sahajanand Medical Technologies Ltd.
(24AAFCST7694L120) under ACST Unit-65, Surat, the imward supplies liable
to reverse charge in Table 4G of GSTR 9 was ¥ 1.08 crore and the [TC availed
in Table (6C+6D+6F) of GSTR 9 was T 1.52 crore. This resulted in availment
of I'TC on RCM without payment of tax amounting to T (.44 crore, which was
communicated to the Department (February 2022), In response, JCST replied
(June 2024) that taxpayer had paid ¥ 1.08 crore for RCM and claimed RCM
credit of' T (.98 crore through GSTR 3B. The taxpaver in GSTR-9, showed
wrong credit due to the clerical mistake which was corrected while filing GSTR-
9C. However, the reply was silent on the specific details of the clerical mistake.
Further, the Department did not provide any supporting documents. Thus, Audit
could not ascertain the correctness of the same.

I Tnward supplies (Hable to reverse chazge),

W Inward supplies received from unregistered persons Habie 1o reverse charge:
W taward supplies received from registered persons liable to reverse chasge.
3 Tmpod of services.

"4 Inward supplies on which fax iz to be paid on reverse charge basis,
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(iv) Dimension - ISD credit incorrectly availed by the recipients

In order to analyse whether the ITC availed by the (axpayer 18 nol in excess of
that transferred by the ISD, the I'TC availed as declared in the returns of the
taxpaver is compared with the ITC wansferred by ISD in their GSTR 6. The
methodology adopted was to compare GSTR 9 Table 6G or GSTR 3B
Table 4{A)4) with the sum of Table 3A, Table 8A and Table 9A of GSTR 6 for
respective GSTINs.

In case of M/s Hindustan Unilever Ltd. (24AAACHI004N1Z0) under
ACST 21, Ahmedabad, as per Table 6G of GSTR 9. ITC recerved from ISD was
¥ 37.81 crore and the ITC transferred by ISD. sum of Table 5A. 8A and 9A of
GSTR 6''*was T 30.08 crore. This resulted in mismatch of ISD credit of
¥ 7.73 crore which was communicated to the Department (February 2022). In
response:; JCST stated (May 2024) that the reply would be furnished after the
adjudication in the matier relating to Tran 1/2 and afier considering response of
the taxpayer to DRC 07,

(v}  Dimension - Unreconciled ITC in Table 12F of GSTR 9C

Table 12 of GSTR 9C reconciles ITC declared m annual return (GSTR 9) with
ITC availed as per audited annual financial statement or books of accounts.
Table 12F deals with unreconciled ITC.

The certified reconciliation statement submitted by the taxpayer as required
under Rule 80(3) of GGST Rules in GSTR 9C for the year 2017-18 was
analysed at data level to review the extent of idenfified musmatch in ITC
declared in the Annual Return with the Financial Statements.

In case of a laxpayer, M/’ Welspun Corporation Limited
(24AAACWOTH4L2ZB), under ACST Unit-35, Bharuch, Audit noticed that
ITC claimed in annual return was T 120.31 crore as per Table 12E of GSTR 9C
and [TC claimed as per audited financial statement declared in Table 12D of
GSTR 9C was ¥ 102.28 crore. As such, unreconciled ITC of ¥ 18.03 crore was
declared in Table 12F of GSTR 2C which was communicated to the Department
(February 2022).

In response, the proper officer (December 2022) provided the explanation for
unreconciled amount in Table 14T of GSTR 9C. The reply was not convincing
as the audit enquiry was related to Table 12F of GSTR 9C and not on Table 14T
of GSTR 9C.

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

Table 14 of GSTR 2C reconciles ITC declared in annuoal return (GSTR 9) with
ITC availed on expenses as per audited Annual financial statement or books of
accounts. Table 14T deals with unreconciled [TC.

The certified reconciliation statement submiited by the taxpayer as required
under Rule 80(3) of GGST Rules in GSTR 9C for the year 2017-18 was

"% Retumn for input service distributar,
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analvsed at data level to review the extent of identified mismatch in [TC
declared in the Annual Return with the expenses reported in the Financial
Statements.

In case of a taxpayer, M/s Suzuki Motor Gujarat Private Limited
(24AAUCSST97D2ZP), under ACST Unit-12, Viramgam, TTC of
T 1489.20 crore was claimed in annual return as per Table 148 of GSTR 9C and
ITC of T 1357 .83 crore was available as per expenses reported in the financial
statement declared in Table 14R of GSTR 9C. As such, unreconciled ITC of
T131.37 crore was declared in Table 14T of GSTR 9C which was
communicated to the Department (February 2022). In response, the proper
officer replied (November 2022) that as the case was selected for audit by
DCST-Corporate, Mehsana, reply would be obtained and intimated to audit.
Further reply in this regard was awaited (Tuly 2024).

(vii) Dimension - Unreconciled turnover in Table SR of GSTR 9C

Table 5 of GSTR 9 C is the reconciliation of turnover declared in audited annual
financial statement with turnover declared in annual return (GSTR 9). Table 5R
capiures the unreconciled tumover between the anmual return GSTR 9, and that
declared in the Financial Statement for the vear after the requisite adjustments.

The certified reconciliation stalement submitted by the taxpayer as required
under Rule 80(3) of GGST Rules in Form GSTR 9C for the year 2017-18 was
analvsed af data level to review the extent of identified mismateh in turnover
reported m the Annual Return vis-g-vis the Financial Statements. The
unreconciled amount in cases where the turnover declared in GSTR 9 is less
than the financial stalement indicates non-reporting, under-reporting, short-
reporting, omission, errer in reporting of supplies leading to evasion or short
payment of tax. It could also be a case of non-reporting of both taxable and
exempted supplies.

In case of M/s Essar Steel Jharkhand Limited (24AABCE4851F1ZY) under
ACST Unit-57, Surat, Audit noticed that turnover of T 6.25 crore was declared
m annual return as per Table 5Q of GSTR 9C and annual turnover after
adjustment as per {inancial statement declared in Table 5P of GSTR 9C was
T 676,22 crore, As such, imreconciled tumover of $ 569.97 crore was noticed 1n
Table 5R of GSTR 9C, which was communicated to the Department
(February 2022), In response JCST replied (March 2024) thal unreconciled
turnover in Table 53R of GSTR 9C" was due to non-GST supply, such as interest
income, profit on sale of investment and sundry credit balance written off which
18 mentioned in 6A of GSTR 2C. However. the reply was not supported with
proper documentary evidence such as financial statement, profit and loss
account and balance sheet for venfication,

In this regard, it is also pertinent to mention that the reconciliation statement in
Form GSTE-9C should be prepared and duly signed by the anditor and other
statements, as applicable, including financial statement, profit and loss account
and balance sheet efc. must be uploaded with GSTR-9C. However, these records
were not properly uploaded with the GSTR-9C.
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(viii) Dimension - Unreconciled taxable turnover in Table 7G of GSTR 9

The certified reconciliation statement submiited by the taxpayer as required
under Rule 80(3) of CGST/SGST Rules in Form GSTR 9C for the year 2017-
1% was analysed al data level to review the extent of identified mismatch in
taxable tumover reported in the Annual Refurn vis-a-vis the Financial
Statements. Table 7G of the Form 2C captures the unreconciled taxable turnover
between the annual return GSTR 9 and that declared in the financial statement
for the year after the requisite adjustments. The unreconciled amount in cases
where the taxable turnover in GSTR 9 is less than the financial statement
indicates non-reporting, under-reperting. short-reporting, omission, error in
reporting of taxable supplies. It could also be on account of non-reporting of
both taxable and exempied supplies,

In case of M/s Unitec Fibres Pwt. Lid. (24AAACUT3ISIHLIZC) under
ACST Unit-73, Vapt. Audit noticed that the taxable turnover as per liability
declared in Anoual Retun (GSTR 9) in Table 7F of GSTR 9C was T 2.21 crore
and taxable turnover as per financial statement as declared in Tahle TE of
GSTR 9C was ¥ 132.32 crore. As such., mmsmatch of taxable tumover of
2 130.11 crore was noticad in Table 7G of GSTR 9C, which was communicated
to the Department (February 2022).

On this being pointed out, JCST replied (June 2024) that the reason for
mismateh was due to inclusion of turmover of Maharashtra and Silvasa branches.
Further, it also included Value Added Tax turnover of period from Apnl-Tune
2017 and furnished reconciliation. However, the reply was not supported with
proper documentary evidence, ie. copy of GSTR 9 and GSTR 9C of
Maharashitra and Silvasa branches for venfication. In absence of these records,
Audit could not ascertain the correctness of the Department’s reply.

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

The certified reconciliation statement submitted by the taxpayer as required
under Rule 80(3) of GGST Rules in Form GSTR 9C for the year 2017-18 was
analysed at data level to review the extent of identified musmatch in tax paid
between the Annual Return and the books of account. Table 9 of the Form 9C
attempts to reconcile the tax paid by segregating the turnover rate-wise and
comparing it with the tax discharged as per anmoal return GSTR 9. The
unreconciled amounts could potentially indicate tax levied at incorrect rates,
mcorrect depiction of taxable turnover as exempt or vice versa or incorrect levy
of CGST/ SGST/ IGST. There can also be situations wherein supplies/ tax
declared are reduced through amendments (net of debit notes/ credit notes) in
respect of the 2017-18 transactions carried out in the subsequent vear from April
to September 2018. Consequential interest payments - both short payments and
payments under incorrect heads - also need to be examined m this regard.

In case of M/s Linde Engineering India Private Limited (24AAACLO0B4ELZ])
under ACST Unit-39, Vadodara. total amount paid as declared in Annual Return
(GSTR 9) in Table 9Q of GSTR 9C was T 11.46 crore and total amount to be
paid in the books of accounts as per Tables 8 of GETR 9C was ¥ 13.39 crore.
Hence there was unreconciled payment of tax of ¥ 1.93 crore, which was
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communicated to the Department (February 2022). In response, the proper
officer replied (April 2022) that ASMT 10 was issued in April 2022 to the
taxpayer.

(x) Dimension - Short declaration of tax liability

To analyse the undischarged tax liability, relevant data were extracted from
GSTR 1 and GSTR 9 for the year 2017-18 and the tax payable in these retumns
was compared with the tax paid as declared in GSTR 9. The amendments and
advance adjustments declared in GSTR 1 and 9 were also considered for this

purpose.

Audit observed that in case of M/s TATA Chemicals Limited
(2Z4AAACT4059M1Z5) under ACST Unit-101, Jam-Khambhalia, the tax
payable in GSTR 9 was ¥ 297.62 crore. However, the tax paid as declared in
GSTR 9 (Table 9 and 14) was ¥ 273.36 crore. This resulted in mismatch of tax
liability of ¥ 24.26 crore which was communicated to the Department
(February 2022). In response, the proper officer replied (April 2022) that the
permission for scrutiny under Section 61 would be obtained and intimated
accordmgly. Further reply was still awaited (July 2024).

(xi) Dimension - Cases where GSTR 3B not filed but GSTR 1 or GSTR 24
availuble

The very availability of GSTR 1 and 2ZA and non-filing of GSTR 3B indicates
that the taxpavers had undertaken/ carried on the business during the period
but have not discharged their tax liability. It may also mclude cases of irregular
passing on of ITC. All these cases, therefore, warrant investigation. At the data
level, it was attempted to identify those taxpayers who havenot filed GSTR 3B
(monthly return} but have filed GSTR 1 (monthily outward supply return) or
whose GSTR 2A (ITC received statement) was available, GSTR 3B return is
the only mstrument through which the hability 15 offset, and ITC 15 availed.

Audit observed that in case of M/s Sterling Lam Ltd. (24AAICS5496D1726)
under ACST Unul-29, Prantyj the tax payable in GSTR 1 was ¥ 4.25 crore. The
taxpayer had not filed GSTR 3B (mvolving tax liability of 2 4.25 crore) for the
period July 2017 to March 2018, The proper officer accepted the audit
observahion and replied (January 2023) that DRC 07 was issued to the taxpayer
in February 2019 and demand of T 2.31 crore (tax of Z 1.07 crore, interest of
T 0.17 crore and penalty of T 1.07 crore) was raised. However, the reply was
silent on remaining tax amount of % 3.18 crore. Department further replied
(March 2023) that the case is now pending at NCLT Ahmedabad and proper
officer had filed claim for the raised dues. Further progress in this regard was
still awaited (July 2024).

{xii) Dimension - Short-payment of interest

Section 30 of the Act stipulates that every person liable to pay tax in accordance
with the provisions of this Act or the rules made thereunder but fails to pay the
tax or any part thereof to the Government within the period prescribed, shall for

47



Audir Report for the period ended March 2022 - Report No. 4 of 2024

the period for which the tax or any part thereof remains unpaid, pay interest at
the rale nofified.

The extent of non/ short payment of interest on account of delayed remittance
of tax during 2017-18 was identilied using the tax paid details in GSTR 3B and
the date of filing of the GSTR 3B. Only the net tax hability (cash component)
has been considered to work out the interest payable.

Audit observed that in case of M/s Reliance Industries Lid.
(24AAACRS055K1ZD) umder ACST Unmit-100, JTammagar wheremn the retums
(GSTR 3B) for the months August 2017 and October 2017 were f{iled with delay
ranging between oneday and 29days on 21 September 2017 and
19 December 2017 respectively. In response, the proper officer while accepting
the delay replied (April 2022 and January 2023) that aganst the liability of
interest of ¥ 3.93 crore, the taxpayer paid interest of T 11,044 in October 2017.
However, the taxpayer was liable to pay remaining interest of ¥ 3.93 crore.
Further progress in the case was still awaited (July 2024),

Considering the Department™s response {o 382 cases out of the sample of
385 data deviations/ inconsistencies. the factors that caused the data deviations/
mconsisiencies are a8 [ollows:

a) Deviations from GST law and rules

Out of the 145 mismatches summarized in Appendix VL. the Department
accepted the audit observations and mitiated action 54 cases with tax effect
of T 141.61 crore. Out of these cases, the Department recovered T 9.77 crore in
15 cases, 1ssued SCN in 22 cases for T 47.37 crore against audit observation of
Z 94.26 crore and issued notice conveying discrepancies to the taxpayer in Form
ASMT 10/ DRC 01A/DRC 13 in 17 cases for T 37.58 crore.

Top five cases where the Department had accepted the audit observation or
initiated action amounted to T 98.07 crore.

A few illustrative cases are discussed below:
Unreconciled rax liability in Table 9R of GSTR 9C

(i) In case of M/s Aaman Traders (24ARDPS5053P1ZB) under ACST Unit- 74,
Vapi the total amount paid as declared in Annual Return (GSTR 9) as per
Table 9Q of GSTR 9C was T 12.71 crore and total amount to be paid as per
books of accounts as per Tables 9P of GSTR 9C was ¥ 13.64 crove. Hence there
was unreconciled payment of tax of T 0.93 crore, which was communicated to
the Department (February 2022). On this being pointed out (February 2022), the
JCST replied (April 2024) that DRC 0] had been issued (April 2024). Further
progress in this regard was still awaited (July 2024).
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Short declavation of tax liability

(i) In case of M/ Om Enlerprise (24AAEFO7835KIZY) under
ACST Unit- 18, Ahmedabad, the tax payable in GSTR 1 was ¥ 11.07 crore and
tax paid in GSTR 3B was T 1.37 crore. This resulted in mismatch of tax
ligbihty of €9.70 crore which was communicated to the Depariment
(February 2022). In response, the proper officer replied (March 2022) that
ASMT 10 was issued in March 2022 to the taxpaver. Further, ACST replied
(September 2023) that the case has been transferred to Enforcement Division,
as laxpayer was involved in bogus business activities. Further progress in this
regard was awaited (July 2024).

Unreconciled ITC in Table 12F of GSTR 9C

(1if) In case of M/s Schneider Electric India Pyt Lid (24AABCS1624G1ZT)
under ACST Unit-45. Vadodara. Audit noticed that the ITC claimed in annual
return was T 26.14 crore as per Table 12E of GSTR 9C and ITC claimed as per
audited financial statement declared in Table 12D of GSTR 9C was
T 16.61 crore. As such, unreconciled ITC of ¥ 9.53 crore was declared in
Table 12F of GSTR 9C which was commumicated to the Department
(February 2022). The proper officer replied (March 2022) that ASMT 10 was
issued Lo taxpayer for further clarification, Further progress in {his regard was
awaited (July 2024),

FExvess ITC availed

(1v) Audit observed that in case of M/s JSW Steel Lid. (24 AAACT4323N1ZM)
under ACST Unit-5. Ahmedabad, the ITC available as per GSTR 2ZA was
249.64 crore. However, the ITC availed in Table 4A(5) of GSTR 3B was
T 54.04 crore and I'1'C of ¥ 2.07 crore was availed in the subsequent vear (2018-
19) in Table 8C of GSTR 9. This resulted in mismatch of ITC availed of
¥ 6.47 crore which was commumicated to the Department (February 2022). In
response, the proper officer replied (June 2022) that ASMT 10 was issued
(May 2022). Further progress mm this regard was awaited (July 2024).

Cases where Departiment’s veply not accepted but reburted by Audir

Out of the 382 cases where the replies were received, Department’s reply was
not acceptable in 91 cases''® amounting to ¥ 324.79 crore. In these cases, the
Department has either forwarded explanations of the taxpayers without
explicitly commenting on the audit observations or the replies were not found

satisfactory.

Top five cases where Department’s reply was not acceptable to Audit amounted
¥ 117.17 crore.

A few illustrative cages are featured below:

e In case of M/s Bharat Sanchar Nigam Lid. (24AABCB5576G1ZR) under
ACST Unit-8, Ahmedabad ITC available as per GSTR 2A was Z 33.63 crore.

"8 Thiz meludes 55 cases where the replies were nat supparted with praper documentary evidence,

49



Audir Report for the period ended March 2022 - Report No. 4 of 2024

However, ITC availed in Table 4A(5) of GSTR 3B was T 72.85 crore, other
reversal of ITC was ¥ 0.63 crore and the ITC availed mn the subsequent year
{2018-19) mn Table 8C of GSTR 9 was % 5.90 crore. Thus, there was
mismatch of ITC availed amounting to 2449 crore which was
communicated to the Department (February 2022). In response, the proper
officer did not accept the audit query and replied (June 2022) that during
2017-18, the taxpaver has availed ITC of ¥ 96.13 crore. While filing
GSTR 3B, ITC on import was shown as [TC on normal goods and services
by mistake. While filing GSTR 9 this omission was corrected and entered in
right head.

The reply is partially acceptable to the extent of typographical error attributed
to the mismatch of ITC of T 23.88 crore that was arrived on aggregating of
ITC of T 19.19 crore pertaining to import from SEZ and ITC of ¥ 4.69 crore
under RCM that was mncorrectly reported in all other ITC in GSTR 3B.
However, no explanation was provided for excess availment of [TC of T (.61
crore (ITC of ¥ 54.24 crore as per GSTR 3B - ITC of T 53.63 crore as per
GSTR 2A) that was accepted by the taxpayer in 11§ reconciliation statement,
mentioning that it was not material as it worked out to only 1.12 per cent.
Further reply in this regard was still awaited (July 2024).

o [Inreconciled trmover of T 87.66 crore declared in Table 3R of GSTR 9C in
case of M/ Richa World Travels (24AAFTFRO066GLZ0} under
ACST Unit- 08, Ahmedabad was communicated to the Department
(February 2022). In response, the proper officer did not accept the audit
observation and stated (June 2022) that the dealer 15 an IATA (Intemational
Air Transport Association) approved travel agent and their core service is
International and domestic air ticketing, International and dorestic hotel
booking and railway tickel booking. They use accounting software in which
the purchases are booked based on ticket purchased from related
Arrlines/ Railway. They do not receive ITC for such ticket purchase because
the purchase has been actually booked in the name of end client and [TC also
passed on directly to the end chient. However, while accounting the purchases
have been made for the full amount of Air Ticket and on the other side the
sales have been booked afier considering the discount! commission/ service
charge and so directly the figures of purchase and sales does not tally in profit
and loss account, Further, Department stated that the taxpayer is liable to pay
GST on Commission/ Service Charge earned by him and has paid 18 per cent
GST on such commission earned from airlines.

Rule 32(3) of the GGST Rules, 2017 provides that the value of the supply of
services in relation to booking of tickets for travel by air provided by an air
travel agent shall be deemed (o be an amount calculated at the rate of
five per cent of the basic fare in the case of domestic bookimgs, and al the
rate of ten per cent of the basic fare in the case of international bookings of
passage for travel by air. So, GST for air ticket booking should have been
paud on relevant portion of basic fare on which commission hag been paid,
not on the commission from air ticket booking. Further reply in this regard
was awaited (July 2024).
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b) Data entry ervors by taxpayers

The data entry errors constituted 28 per cent (107 cases) of the lotal responses
received and 50 per cent of cases where the Department’s responses were
accepted by Audit. Most of the data entry errors relate to mismatch in ITC,
RCM, unreconciled ITC, unreconciled tumover, unreconciled taxable tumover
and unreconciled tax paid (provided in GSTR 9C). An illustrative case is
brought out below:

A dewviation of T 31.70 crore was identified as tax liability mismatch between
GSTR 1 and GSTR 9 of the taxpaver, M/s Earum Pharmaceuticals Ltd.
(24AADCE1163C1ZB) under ACST Unit-11. Ahmedabad and communicated
to the Department (February 2022). The proper officer replied
(November 2022) that the deviation was due to a typographical error made by
the taxpayer by showing wrong CGST and SGST amount of T 17.64,43.846
instead o' T 1,76,43,846 in Table 4 of GSTR 9.

Another deviation of ¥ 6.31 crore was identified as tax liability mismateh
between GSTR ! and GSTR 9 of the taxpayer, M/s Parimal Modi
(2Z4AHSPMAT2EL12ZN) under ACST Unit-10, Ahmedabad and comrmmumicated
to the Department (February 2022). The proper officer replied (Tune 2024 that
the taxpayer while filing GSTR | erroneously computed tax at the rate of
1800 per cent instead of 18 per cent in respect of three invoices leading to the
mismateh.

The aystem allowed for such data entry errors, which could have been avoided
with proper validation controls.

The CAG’s Report No. 5 of 2022 on Union Government Department of
Revenue (Indirect Taxes-Goods and Services Tax) had also highlighted data
quality issues and significant inconsistencies in the GST daia due to which Audit
could not establish reliability of data for finding audit insights and trends. The
Report had recommended that the Union Ministry should consider introducing
appropriate validation controls (controls to prevent unreasonable dala entries
and/or alert the taxpayer to unreasonable data) supplemented by post facio data
analvlics in respect of important data elements.

Recommerndation 2.2.1

The Department may take up the issue before GSTN to introduce validation
controls in GST Returns to curb data entry errors, enhance laxpayer
compliance and facilitate better scrutiny.

In a self-assessment regime, the onus of compliance with law is on the taxpayer.
The role of the Department is to establish and maintain an efficient 1ax
administration mechanism to provide oversight. With finite level of resources,
for an effective tax administration, to ensure compliance with law and collection
of revenue, an efficient governance mechanism is essential. An IT driven
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compliance model enables maintaining a non-discretionary regime of
governance on scale and facilitates a largeled approach to enforce compliance.

From an extemal audit perspective, Audit also focused on a data-driven risk-
based approach. Thus, apart from identifving inconsistencies/ deviations in GST
returns through data analysis, a defailed andit of GST returns was also
conducted as a part of this review. A risk-based sample of 30 taxpayers was
selected for this part of the review. The methodology adopled was to initially
conduct a desk review of GST retums and financial statements filed by the
taxpayers as part of the GSTR 9C and other records available in the back-end
system to identify potential risk areas. inconsistencies/ deviations and red flags.
Bazed on desk review results, detailed audit was condueted in State Tax Offices
by requisitioning corresponding granular records of laxpayers such as [inancial
ledgers, invoices efc. to identify causative factors of the identified risks and to
evaluate compliance by taxpayers.

Scope limitation (Non-production of records)

In spite of requisitions and follow up, the Department did not produce the
granular records such as financial statements and related ledgers. mvoices for
selected months, Auditor’s Report. debit and credit notes, efe. in 49 of the audit
sample of 50 cases. Thus, in 98 per cent of the sample, Audit eould not examine
the mismatches observed through data analysis, which constituted a significant
scope limitation.

The jurisdiction wise non-production of records is summarised in
Appendix V1L

As a result of non-production of records. mismatches/ deviations noticed
through data analysis, amounting T 319.92 crore, could not be examined in
audit.

Details of top 10 cases relating to non-production of records are given m
Appendix VLI

Recommendation 2.2.2

The Department may work towards making statwtory provisions fo ensure
timely and complete production of records to Audit.

a. Non-payment of interest hy taxpayers

17

Interest ealoulated at the vate of 18 per cent per annum,
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The top three irregularities noticed in this category amounted to 2 1.65 crore.

An illustrative case is featured below:

1. M/s Exxaro Tiles Limited, (24AADCR8355H1Z8) under Unit-29-Prantij,
belatedly filed the GSTR 3B returns of July 2017 to March 2018 with delay
ranging from 98 1o 272 days and paid the tax of ¥ 15.17 crores in these returns
by debiting the Cash Ledger. However, interest of 2 1.40 crore was not paid. In
response. the State Tax Officer. replied (October 2022) that the audit of the
taxpayer for the period 2017-18 was ongoing under DCST Range-7,
Gandhinagar. Alter completion of the audii, detailed reply would be furnished.
Further reply was awaited (July 2024),

b. Data entry ervors

Awudit observed dala entry errors in the returns of four taxpayers under four Unit
offices involving  11.58 crore. The details are given in (Appendix IX). The
errors were mainly in declaration of 1TC, tax liability and tarnover in GSTR. 3B,
and GSTR 9.

"B ACST-1, Ahmedabad (24 AMKPSI25IN]Z8), ACST-5, Ahmedabad (24AABCPI 545K 1ZT), ACST-
49 Wadiad {24.&501’1&@301"125{‘.'}. ACST-12, Vimmyam [EMCH?%'FDIZQ) ACET-57. Surat
(24AAKFB2820P1ZC) & 58 Suat  (24ACUFS233311ZT), ACST-72,  Navsar
{ﬂAAB{ID{I'zZEGlZZFj ACST-T3. Vepl ([ZLAAACUTISIHIZC), ACST  Unit-89, Tajkor
(24AAHFS4506T1LET), ACST Unit-QE; Jampegar (24ABIFS2680L1ZU), ACST-93, Rajkot
{ZAAADCVE3AIRIZ0) and ACST Unil-103. Gandhidham {24 ACMPPYTBIGLZE),

¥ ACST-R, Ahmedabad (24AABCP1545K1ZT). ACST-49, Nadiad (24ACOPL4A6%0F]ZE), Unit-57,
Surat {24MKFBZEZ(!P[EE} & 58 Burat {24.“21]]“32335.]121’} ACST-T2, Navsari
{EAMBC'DO.EBG]ZF: ACET-73. Vapi [Z4AAMACUTISIHIZC), ACST Unii-89. Rajkot
(24AAHF 5450‘6313?}. and ACST Unit-98, Jamnagar (24ABLFS2660L | ZT1),

1 A(CST-18, Ahmedabad (24AARCMIGSILIZC),

B Motification Mo, 6972018 siutes that Notifjeation Mo, 352017 was further apended vide Notification
No. 46/2018-Central Tax which extends the due date for filing (GSTR 3B tor those registered person
wha had ebtained GSTIN by migration in terms of Notification Na. 31/2018 (06 August 2018),

12 (Jnit-5, Ahmedabad (244 AACB2854G1ZT).
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One of these cases is featured below:

i. M/s Kapadia Textile (24AGNPPR281D1Z4) pertaining to Unil-64 Surat, had
shown tumover of ¥ 11,38,09,71,38,097 in GSTR 3B of August 2017 which
apparently seem to be data entrv error. Reply of the Department is still awaited
(Tuly 2024),

c. Non-fifing of returns

As per Section 44 (2) of GGST Act. 2017 read with sub-rule (3) of Rule 80 of
the GGST Rules, 2017, every registered person whose aggregate tumover
during a financial year exceeds two crore rupees shall get his accounts audited
as specified under sub-section (5) of Section 35 and shall furnish a copy of
audited annual accounts and a reconciliation statement, duly certified, in
GSTR 9C, electronically through the common portal either directly or through
a Facilitation Centre notified by the Commissioner.

Finance Department, Governmeni of Gujarat vide their Notilicaiion
No. 472019 (10 Qctober 2019) clarified that for the taxpayer having total
turnover not exceeding T rwo crore, it is optional to file GSTR 9.

As per Section 29(2) of GGST Act 2017, the proper officer may cancel the
registration of a person from such date, including any retrospective date. as he
may deem [il, where any vegistered person has not furnished returns for a
continuous period of six months.

Audit ohserved that in two cases'?, constituting four per cent of the 50 sampled

cases, the taxpayers had not filed one or more returns (GSTR 9/ GSTR 9C).

On this being pointed out (December 2022), Department in one case stated
(March 2023) that the taxpaver had liled GSTR 9 on 23 February 2023. Reply
is not acceptable in view of the fact that as per CBIC Notification No. 06/2020
the taxpayer was required to file GSTR @ on or before 05 February 2020.
Therefore, it is evident that the Department has not identified the taxpayer as
non-filer till the audit query was issued. Further, reply was zilent for imposing
the late fee for delay of 1.114 days. In another case reply was awaited
(July 2024).

d. Late fee for delay in filing of returns

As per Section 47 of the GGST Act, 2017, any registered person who fails to
furnizh the details of outward or inward supplies required under Section 37 or
Section 38 or returns required under Section 39 or Section 45 by the due date
shall pay a late fee of one hundred rupees'®* for every day during which such
failure continues subject to 4 maximum amount of five thousand rupees. As per
Section 47(2) any registered person who fails to furmish the return required
under Section 44 by the due date shall be liable to pay a late fee of one hundred

MYz Shees Enlerprise (2dACOPL4G90F1ZE) under Unit-49 MWadied and Mis Balaji Marketing
(ZAAHCPDTTEAR1LED) under Unit-64, Surst.
"M 25 vide State Motificarion Mo 847201 7-State Tax dated 15 Wovember 2017,
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rupees for every day during which such failure continues subject to a maximum
of an amount calculaled al a quarter per cent of his turmover in the State.

e. Systemic issue

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

Rule 59 of the GGST Rules, 2017 related to *Form and manner of furnishing
details of outward supplies’ provides thal every registered person, other than a
person referred to in Section 14 of the Integrated Goods and Services Tax Act,
2017 (13 of 2017) is required to furnish the details of outward supplies of goods
or services or both under Section 37 in Form GSTR 1.

Audit observed that on back-end Boweb porlal of GSTN available for the
Department, proper officers were not able to access the row wise information of
various columns of GSTR 1 as detailed below:-

e Row wise detail of Table 4A {Supplies other than those atiractive reverse
charge and supplies made through e-commerce operator)

* Row wise detail of Table 4B (supplies aitracting tax on reverse charge
basis)

* Row wise detail of Table 4C (supplies made through e-commerce
operator attracting TCS: operator wise, rate wise)

e Row wise detail of Table 5A (Outward supplies other than supplies
made through e-commerce operator, rate wise)

* Row wise details of Table 6A (Exports)

1% ACST-11, Ahmedabad (24AAACGI9IRIIZM). ACST-64, Surat [24CKQPPIE2OGLIZL), ACST-
63 Surat {24AADFL8G45HIZT), ACST-72 Navsari (24AABCDO223G1ZF) and ACST-94 Gondal
(24 A ABFDAAD0A 1 ZT).
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¢ Row wise details of Table 6B (Supplies made to SEZ unit or SEZ
developer)

e Row wise details of Table 6C (Deemed exports)
e Row wise details of Table 12 (HSN-wise summary of outward supplies)
o Row wise details of Table 13 (Documents issued during the tax period)

The proper officer scrutinizes the return for its comrectness based on the
nformation available on the system in various forms and statements filed by the
registered taxpayers. In the absence of required information row wise for each
column could hinder the process of scrutiny by Department as per its SOP.
Further, in the absence of the desired details Audit could not ascertain the
category/ classification of supplies and levy of proper tax.

On this being pointed out (July 2022 to February 2023), Unit offices stated that
this being a systemic issue, it will be intimated to competent authority for
necessary action. Further five Unit offices™® confirmed (November 2022 to
Decerntber 2022) that the prescribed details were not visible. Four offices'®’

stated (June 2024) that matter had been informed to the higher authority.

Audit 15 of view that the Department promptly pursue the matter with
Government! GSTN to ensure that all the data/ information made visible to the
proper officer in the back end for smoothening serutiny of returns,

Recommendation 2.2.3

The Department may consider taking necessary action for making available
all the information/ particulars of GSTR I row-wise separately to the proper
officer at the back-end portal of Department.

Duplicate Generation of GSTR 3B of particular month

As per Section 39(1) every registered person, other than an Input Service
Distributor or a non-resident taxable person or a person paying tax under the
provisions of Section 10 or Section 51 or Section 52 shall. for every calendar
meonth or part thereof, furnish, in such form and manner as may be prescribed,
a return, electronically, of inward and outward supplies of goods or services or
both, input tax credit availed, tax payable. tax paid and such other partiulars as
may be prescribed, on or before the twentieth day of the month succeeding such
calendar month or part thereof.

% aACST-], Ahmedabad, ACST-12 Virarmgam, ACST-89, 52 and 53 Rajkot.

W ACST-26, Himatnagar, AOST-65. Surat. ACST-68. Surat and ACST-89, Rajkot.

B (ZAAABCPIS4SKIZ]) ACST Unit-8, Ahmedabad, (24AAKCMAT4TRIZP) ACST Unit-78.
Mahuva.
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Input Tax Credit (ITC) means the Goods and Services Tax (GST) paid by a
taxable person on purchase of goods and/ or services that are used in the course
or furtherance of business. To avoid cascading effect of taxes. credit of laxes
paid on input supplies can be used to set-off for payment of taxes on outward

supplies.

Section 16 and 17 of the GGST Act prescribe the eligibility and conditions to
avail ITC. Credil of CGST cannol be used for payment of SGST/ UTGST and
credit of SGST/ UTGST cannot be utilised for payment of CGST, Rule 36 to 45
of the GGST Rules prescribes the procedures for availing and reversal of ITC.

a.  Non reversal of ITC on damaged goods & supply of free samples

Section 17(5) (h) of GGST Act, 2017 stipulates that notwithstanding anyvthing
contained in sub-section (1) of Section 16 and in sub-section (1) of Section 18
ITC shall not be available in respect of the goods lost, stolen, destroyed, written
otf or disposed of by way of gift and free sample.

In case of M/s Exxaro Tiles Limited (GSTN 24AADCRE355H1Z8) under Unit-
29, Prantij Audit observed that the taxpayver had received insurance claim of
1 68.68 lakh [or damage of linished goods.

Further, there was exported sample sale of ¥2.09 crore. As the taxpayer
exported sample goods free of cost and no foreign currency was realized in such
sale, ITC for purchase of goods supplied as free sample should not be availed.
On verification of GSTR 9, it was noticed that the taxpaver had not reversed
any ITC under Rule 17(5) of GGST Rule. However. in the absence of ledger
and stock register (July 2017 to March 2018) Audit could not guantify the ITC
availed by the taxpayer for purchase of inputs used in production of such goods
supplied as free samples and imsurance claim for damaged goods.

b.  Nown reversal of ITC

Section 17(2) of the Act read with Rule 42 and 43'* of the GGST Rules states
that where the goods or services or both are used by the registered person partly
for effecting taxable supplies including zero-rated supplies and partly for
effecting exempt supplies, the amount of credit shall be restricted to so much of
the input tax as is attributable to the said taxable supplies including zero-rated

supplies.

1 ITC in reapect of capita] goods which atisacts the provisions of sub-section (1) und {23 of Sectiun 17,
being partly used for effecting taxable supplies including zero rated supplies and partly for ettecting
exempt supplies, shall be restricted to so much of the input tax as is adtribinable to said taxable supplies
micluding zevo-rated supplies.
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An illustrative case is featured below:

i. In case of M/s Globe Ecologistics Private Limited (24AAACG393811ZM)
under Unit-11. Ahmedabad the taxpayer had exempted/ Nil rated supply of
¥ 34,83 crore and taxable turnover of 2 140.22 crore in GSTR 9. The taxpayer
had ITC of ¥ 6.84 crore on input goods and input services as per GSTR 9,
Similarly, it was observed that the taxpayer had also availed ITC on capital
goods of T 2.10 crore. However, the taxpayer did not reverse any ITC as
required under Rule 42 and Rule 43 of the GGST Rules, 2017.

Due to non-production of requisitioned records by the Department such as
ledgers of taxpayer’s sales and purchase Audit could not quantify the TTC
amount to be reversed by the taxpaver.

On this being pointed out (November 2022), the Department replied (July 2024)
that the audit observation was included in GS8T audit conducted by the
Department. The Audit Report revealed that the taxpayer had availed ineligible
TTC which was required to be reversed and was agreed to be paid by the taxpayer
(July 2024).

M ACST-11, 21 Ahmedabad, ACST-57 Suret, ACST-58 Jemmagar, ACST-103 Gandhidham,

* o ACST-11, Ahmedabad and ACST-103, Gandhidham.

M ACET-103, Gandhidham.

%% High sem sale is a practice where the original imparter of goods sells the goods to another person
before the goods pass through custom clearance in the destination country.
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e, Mismatch in claim of ITC as noticed from returns

When Audit analysed the GSTR 2A dala of selected taxpayers along with
GSTR 3B, GSTR 9 and GS1TR 9C filed by the taxpayers, there were instances
of mismatches of ITC among various returns and tables which are tabulated
below. These mismatches could not be exammed m detail by Audit since
relevant records were not produced by Department. However, in some cases the
Department has replied to the mismatches pointed oul by Audit which are
detailed in Appendix X.

Table 2.5; Mismatch in claim of ITTC as noticed between returns

ITC mismatch between GSTR 2A and GETR &

ITC amounting to ¥ 253,13 crore was declared in 25 71 3116
GSTR 2 (Table 618 + 8C — 7TH) but ITC as per :
GSTR 2A was T 219.99 crare.

ITC mismatch between GSTR 2A and GSTR 3B.
ITC amounting to ¥413.29 crore was declared in
GSTR 3B (Toble 4A(5) + 8C of GSTRY - 4b(2) of | 10 10 17164
GSTR3B) but ITC as per GSTR 2A was
T 241.63 crore.

Mismatch in ITC availed under RCM.

Table 3.1{d) of GSTR 3B which conlains the
details of Inward supplies that are ligble lo reverse | 2 2 0,0047
charge was comparsd with RCM ITC shown in
Table 6C, 61 and 6F of GSTR. 9,

a. Non-payment of tax due to finished goods not received back from job
waorkers within prescribed time

Section 143 (1)(a) of GGST Act specifies that the inputs or capital goods, other
than moulds and dies, jigs and fixlures, or tools, sent out for job work should
be received back after completion of job work or otherwise within one year
and three years, respectively, of their being sent out. to any of his place of
business, without payment of tax. 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 clause (a) of sub-
section (1) or are not supplied from the place of business of the job worker in
accordance with the provisions of clause (b) of sub-section (1) within a period
of one year of their being sent oul, it shall be deemed that such inputs had been
supplied by the principal to the job worker on the day when the said inputs
wete sent oul,

' Unit-93 Rajkot, Unit-29 Prantij.
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Anillustrative case is featured below:

i. M/s Vishal Manufacturer Private Limited, (24AADCV5343B1ZQ)) under
Unit-23, Rajkot sent goods/ capital goods of taxable value of ¥ 10.42 crore
during 2017-18'%%. The taxpayer filed ITC 04 upto March 2019. Thereafter, no
ITC 04 was available on GSTN portal (December 2022). Further. Table 5A
(Details of inpuls/ capital goods received back from job worker or sent out
from business place of job work) of T1TC 04 of three quarterly retum for the
period 2017-18 indicates that no goods/ capital goods were received back from
job worker.

As per the provision 143(3) of GGST Act, 2017 such goods/ capital goods,
which were sent Lo the job worker butl not returned in stipulated time, shall be
deemed to have been supplied by the principal to job worker. Therefore, there
was an under declaration of taxable supply of T10.42 crore on which GST
payable was ¥ 1.87 crore.

On this being pointed out (December 2022), the jurisdictional JCST replied
(April 2024) that due to technical glitch Table 5 could not be filled by the
taxpayer. However, after verifying the invoices and ledgers provided by the
taxpayer, it was noticed that the goods sent for job work were received back
within the stipulated time. Audit could not verify the fact as the copy of
invoices and related Iedgers were not provided with the reply.

b. Non-payment of tax due under Reverse Charge Mechanism

Section 9(3) of GGST Act 2017 provides that the Government may, on the
recommendations of the Council, by notification, specify categories of supply
of goods or services or both, the tax on which shall be paid on reverse charge
basis by the recipient of such goods or services or both and all the provisions of
this Act shall apply to such recipient as if he 15 the person liable for paying the
tax in relation to the supply of such goods or services or both.

Notification No 13/2017 Central Tax (rate) dated 28 June 2017, provides that
GST would be payable by the recipient under RCM for services supplied by a
director of a company or a body corporate to the said company or the body
corporate, services supplied by an individual advocate including a senior
advocate by way of representational services before any court, tribunal or
authority, directly or indirectly, to any business entity located in the taxable
territory, including where contract for provision of such service has been
entered through another advocate or a firm of advocates, or by a firm of
advocates, by way of legal services, to a business entity.

5 Tux wes calculated at the rate of 18 per cent,
| Joly-September-2017. Octaber-December-2017 and Tanuary-March-2018),
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One 1llustrative case 15 featured below:

1. M/s P C Snehal Construction Private Limited (GSTN 24AAJC'P2954LIEU]
under Unit-8. Ahmedabad. had paid Director Remuneration of ¥ 6.75 lakh
under Employec Benefit Expenses, professional fees of ¥ 43.22 lakh,
professional agent fee of 25.04lakh and consultancy expenditure of
¥ 85.01 lakh. As per the provisions ibid, GST should have been paid by the
laxpayver on reverse chﬁge basis. However, in Table 4G of GSTR 9, inward
supplies on which tax is to be paid on reverse charge basis was shown as Nil.

On this being pointed out (July 2022), the Department replied (July 2024) that
the serutiny of the records was under progress (July 2024).

This Subject Specific Compliance Audit (SSCA) was undertaken in the context
of continued data inconsistencies with an objective of assessing the adequacy of
the system in monitoring return filing and tax payments, extent of compliance
and other departmental oversight fimctions.

The SSCA was predominantly based on data analysis, which highlighted risk
areas, red flags and in some cases, rule-based deviations and logical
inconsistencies in GST returns filed for 2017-18. The S5CA entailed assessing
the oversight functions of State jurisdictional formation at two levels — at the

57 ACST-§ and 9 Ahmedabad and ACST-93 Rajkot,
138 ACST Unit-9, Ahmedabad (24 AABCTBO99H120),
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data level through global data queries and at the functional level with a deeper
detailed audit of both the Units and the GST retumns, which nvolved accessing
taxpayer records. The audit sample, therefore, comprised 10 Units, 385 high
value mismatches/ inconsistencies across 13 parameters selected through data
analysig, and 50 taxpavers selected on the basis of risk assessment for detailed
audit of GST returns.

Audit observed that the information regarding MIS reports related to suo motu
cancellation and issuance of REG-17, provided to Audit by the Department, was
discrepant.

Further, out of the 385 high value data inconsistencies identified by Audit. the
Department responded to 382 caszes. Of these, 145 cases (constituting
38 per cent) tumed oul to be compliance deficiencies, with a revenue
implication of ¥ 466.40 crore, A relatively higher rate of deficiencies was
noticed 1 short/ non-payment of interest, ITC nusmateh, excess RCM ITC
availed, incorrect turnover declarations and short payvment of tax. While data
entry errors caused the inconsistencies in 28 per cent of the 382 cases, in eight
cases the Department had already taken proactive action. The Department has
not responded to three cases of inconsistencies/ mismatches of T 3.88 crore.

At the outset, in 49 cases oul of a sample of 50 taxpayers, the granular records
of the taxpayers were not forthcoming, which constituted a significant scope
limitation. These cases represent a potential risk exposure of T 319.92 crore
towards identiied mismatches m I'TC availment and tax payments.

Fi The Goods and Services Tax Act provided for ‘Transitional Arrangement for Input Tax' ",
| fram the prevalent laws into GST. |

A compliance audit on “Transition from VAT to GST had featured in the Revenne Secror
-Audit Report for the year ended 31 March 2018 of the Government of Gajarat (Report No.
3 af 2019}, During 2021-22, a follow-up avdit of Transidonal Credits was conducted o
assure whether the Department had taken suitalle measures fo address the fsswes
highlighted earlier by Andilf, und to examine whether the mechanism envisaged by the
Pepartinent for verification of transitional credit claims was adequate and effective. It also
examined whether the transitional credits carried over by the foxpayers into GST regime
were valid and admissible.

Audit noticed instances af systemic issues, viz inadeqiate verificarion of transifional
credir claims and compliance issues, viz. excess carry-forward of input tax credit, claim of

| eredit on inclivible taxes, double availment of credit and won=levy of interest on irregulor ,*I
\_utilization of Tran credit.

The Goods and Services Tax (GST) replaced multiple taxes levied and collected
by the Centre and States. GST 15 a destination-based tax on supply of goods or
services or both, which is levied at multiple-stages wherein the taxes will move
along with supply. The tax is levied simultaneously by the Cenire and States on
a common tax base and tax will accrue to the tax authority having jurisdiction
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over the place of supply. Central GST (CGST) and State GST (SGST)/ Union
Territory GST (UTGST) are levied on intra state supplies, whereas Integrated
GST (IGST) 15 levied on inter-state supplies. Availability of input tax credit of
taxes paid on inputs, input services and capital goods for set off against the
outpul tax liability 1% one of the key features of GST. This avoids cascading
effect of taxes and ensures uninterrupted flow of credit from the seller to buyer.
To ensure a seamless flow of input tax from the existing laws'> into the GST
regime, “Transitional arrangements for input tax’ were included in the GST Act
to provide for the entitlement and manner of claiming input tax in respect of
appropriate taxes paid under the existing laws.

A compliance audit on “Transition from VAT to GST" had featured earlier in
the Revenue Sector Audit Report for the year ended 31 March 2018 of the
Government of Gujarat (Report No. 3 of 2019). Audit observed deviation from
the provisions of the Acts/ Rules in 53 cases with money value of ¥ 27.90 crore.
Audil highlighted irregularities m the claim of transitional credit and
inter alia recommended to the Department to ensure that the amounts carried
forward to the GST regime are not allowed as refunds under the VAT regime,
timely scrutiny of Tran 1 forms and pursvance with GSTN to ensure that data is
translerred from GSTN in a time-bound manner and all the modules under
GSTN are functional. The report is pending for discussion by the Public
Accounts Committee (PAC) (July 2024).

During 2021-22, Audit conducted a follow-up audit of Transitional Credits in
order to assure whether the Department had taken suitable measures to address
the issues highlighted earlier by Audit.

Section 140 of the Gujarat Goods and Services Tax (GGST) Act, 2017 enables
the taxpayers to carry forward the Input Tax Credit (ITC) earned under the
existing laws to the GST regime. The Section read with Rule 117 of Gujarat
GST Rules, 2017 preseribes elaborate procedures in this regard. Under
transitional arrangements for ITC, the I1C of various taxes paid under the
existing laws such as Value Added Tax (VAT) and Entry Tax (ET) are eligible
to be carried forward into GST under the relevant sub-sections of Section 140
of the Act. The claims are to be preferred under appropriate tables mentioned
below, in two [lorms viz. Tran 1 and Tran 2.

Table 2.6: Forms and Tables preseribed for elaiming transitional credit

Tean 1 (&) Amount of tix credu uamed furward ﬁ'c-m lust legacy returns.

Tran 1 (k) Un-availed tax eredit on capital goods

Tran 1 Tib) Eligible dultes and taxes’ VAT! ET in respect of inputs or
mput services,

Tran | Tic) Credit of VAT and Entry Tax paid on mpuls supporied by
invoices’ documentary evidence

B9 Gujarat Vatue Added Tax (GVAT) and Bmry Tax,
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Tran 1 T(d) Stock of goods not supporled by invoice/ documents
gvidencing payment of fax

Tran | 11 Credit in respect of tax paid before the appointed day
{01 July 2017) and supply made after the appointed day.

Tran 2 5 Credit of tax on stocks cloimed without invoicen

All registered laxpayers, except those opting for payment of tax under
composition scheme (under Section 10 of the Act) are eligible to claim
transitional credit by filing Tran 1 return within 90 days from the appointed day.
The time hmit for filing Tran1 returnm was extended matially ll
27 December 2017. However. considering that many taxpayers could not file
the return within the due date due to techmical difficulties, sub-rule 1A was
inserted under Rule 117 of GGST Rules**” to accommodate such taxpayers. The
due date of filing Tran 1 was further extended to 31 March 2020 for those
taxpayers who could not file Tran 1 due to technical difficulties and those cases
recommended by the GST Council.

The transitional credit being a one-time flow of input tax credit from the legacy
regime into the GST regime, can be availed both by the taxpayers migrating
from the previous regime as well as new registrants under GST. In Gujarat, a
total of 1.14 lakh'*? taxpayers claimed the benefit of transitional credit of
T 2500.56 crore under the Act, The Department selected and verified 1204 cases
where taxpayers had claimed benefit of transitional credit of 2 366.55 crore. The
Table wise break of transitional credit claims is as shown in Chart 2.

Chart 2: Table-wise break up of transitional credit clalm (¥ in crore)
2232.0
{80 TR u Tabla 5 (¢)

u Fahle 6 (k)

w Table 7 (b

“Table 7 (c)

415, (1.53%) w Tible 7(d)
LT, (0.04%)

= Table 11

ESUT, (26400

-
Source: Data extracted from GSTN

The transitional credit claims broadly flow from {wo sources viz., Legacy
Returns and Books of Account, A signiticant majority of 89 per cent of claims

4 Wotification 48/2018-Siate Tax duted [0 September 2013,

4L Motitication Wo. 2/2020-Stare Tax dated 06 Tanuary 2020,

M As per data extracted from GETN; 91,281 faxpayers are ceglstered under State Tax authority! State
Cammergial Tax Department and 23,183 taxpavers are registered under Central Tax authority? CBIC.
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represented by claims in Tables 5(c) and 6(b) flowed through the legacy returns
as they signify claims declared as per legacy rules and the remaining 11 per cent
represented by claims in other tables flowed from the books of accounts as they
denote fresh declarations while transitioning into the GST regime.

Transitional credit being the input tax credit carried forward from the legacy tax
regime, would gel sel off against the tax liability under GST. The data on GST
revenue collection provides a broad perspective of the impact of fransitional
credit claimed vis-a-vis the GST revenue, especially during the transition
period. Chart 3 on monthly GST revenue'* collection suggests that transitional
credit had potentially been utilized for the bulk of the payment of tax for the
month of July 2017 itself.

Chart 3: State GST Revenue Snapshot for the year 2017-18

3985.94

2708.66 260524 4q5 7y 253229
1870.37 :

REVENUE (% IN CRRORE])

8 Jul-17 = Aug-17 = Sep-17 = Oei-17 mNov-17 = Dee-17 mJan-18 mFeb-18 o Mar-18°

Source: Information provided by the Department

Transitional credit claims have a direct impact on GST revenue as the credit is
eligible for set off against the output tax liability of taxpayers. Thus, the audit
of transitional credit was taken up with the following audit objectives seeking
assurance on:

¢ Whether the mechanism envisaged by the Department for verification of
transitional credit claims was adequate and effective? and

s Whether the transitional credits carried over by the taxpayers into GST
regime were valid and admissible?

The audil scope comprised review of SGST component of transitional credit
claims filed by the taxpayers under Section 140 of the Gujarat GST Act, 2017
from the appointed date'* to the end of March 2020. Based on the broad
analysis of relevant data elements that reflect various dimensions of nsk,

M3 (Gujarot GET revenue collection consists of $GST and State poction of IGST,
4 The date an which the provigions of this Act came inte force, ie (1 Toly 2017,
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86 sample cases of transitional eredits having money value of more than
T one crore for Ahmedabad and in excess of T two crores for places at Vadodara,
Surat and Gandhidham were selected. These 86 taxpayers had claimed the
benefit of transitional credit of T 278.91 crore.

The details of claims examined are as under:

) g s = |

LY ]

Difisita1 Aliaedabe —

Divigion-2, Ahmedabad 22

Division-5, Vadodara 0g

Dhvision-7. Susal 05

THvision-&, Sural 01

Davision-12, Gandhidham 08
Total 86

The methodology for audit of transitional credit claims involved data analysis
for determining samples, nature and extent of audit of underlying records to be
conducted. The substantive audit involved the examination of the records
pertainig to Tran returns maintained in the field formations, process adopted
for implementation of cross-jurisdictional functions regarding transitional
credit, transitional claim verification process adopted by the Department and
follow up action taken on the deviations detected. Tt also mvolved an
mdependent examination of selected transitional credit claims for compliance
agsurance. The verification of Tran returns was carried out at the Unit (Ghaiak)
offices under the jurisdictional Divisions.

Section 140 of the GGST Act, 2017 governs the transition of VAT and Entry
Tax credit from the legacy VAT and Entry Tax provisions., The Section read
with Rule 117 of the GGST Rules 2017, and relevant notification/Circulars
issued by the CBIC/ State Tax Department constitute the criteria for this andit.

The audit of transitional ¢redits was primarily dependent upon the extent of
verification records maintained by the Department and accessing the
underlying records maintained by the taxpayer. Though the Department
provided assessment records in respect of assessments finalised of the
selected samples in six divisions but did not furnish the reports/ records in
respect of verification of transitional credit claim of taxpayers carried out by
the Department.

An Entry Meeting was held on 13 December 2021 with the Joint Commissioner
of State Tax (Audit), Gujarat State, Ahmedabad wherein the Audit Scope,

45 Out of the selected sample of 86 cases, Audit noticed that in 83 cases, assessments had been finalized
by the Department (Fabruary 2022
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Objectives and Methodology of the audit were explained. The findings
observed during the course of this audit were reported to the Department
between February 2022 and March 2022. An Exit meeting was held on
26 December 2022, In respect of 11 cases, the replies received from the
Jurischctional JCST/ Assessing authority have been included in the relevant
paragraphs of the Report. Replies in respect of the remaining eight cases
were awaited (July 2024).

The audit findings are broadly categorised into systemic and compliance
issues based on the objectives of audit, While the systemic issues address
the adequacy and effectiveness of the envisaged verification mechanism, the
compliance issues address the deviations from the provisions of the Act/
Rules. The outcome of detailed andit of the transitional credit cases produced
to Audit has been included in the subsequent paragraphs.

The systemic issues comprised a review of the provisions applicable for dual
control, the verification mechamsm envisaged by the Department and
efficiency of recovery process. Apart from the statutory requirements
prescribed under both legacy as well as GST laws, the State Tax Depariment
(STD) identified the cases where the input tax credit claim was more than
rupees one crore. Further, the STD issued directions'*® for verification to the
field formations.

The Department selected and verified 1,204 cases where taxpayers had claimed
benefit of transitional credit of T 366.55 crore. However, the Department or the
selected divisions, despite the repeated requests, neither furnished the list of
these 1.204 cases nor the reports/ records in respect of verification carried
out i these cases. Thus, Audit could not ascertain the effectiveness of the
verification carried out by the Department.

According to Rule 117(2)a). a registered person claiming transitional credit
under Section 140(2) of the GGST Act is required to specify separately
particulars in respect of every item of capital goods as on the appomnted day viz.
amount of tax or duty availed or utilized by way of ITC, amount of tax or duty
vel to be availed or utilized by way of ITC. Rule 117(2){¢c) specifies the
submission of the details, for claim under Section 140(5) viz. name of supplier,
serial no. and date of issue of the invoice by the supplier, description and value
of goods or services, quantity of goods, amount of eligible taxes and duties and
the date on which the receipt of goods or services is entered in the books of
accounts of the recipient.

14 STD letter No, STC/VVT-1/GST Tran 1 TTC/2017-18/2547 dated 28.02.2017 and letter No. STC/
VVT 1 File Mo S0AGST Tean | ITC/2017-18/4225/35 dated 30.01 2018
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Out of the audit sample of 86 claims of transitional credit. in 19 cases,
transitional credil was claimed under Table 7(b) of Tran 1. Audit noticed that
one taxpayer'®” credited in its electronic credit ledger transitional credit of
T 294,76 lakh under Section 140(5) of the Act. However, against the claim the
taxpayers did not furnish the details/ particulars as prescribed under Rule 117(2)
with the Tran Return. Further the Department also did not provide any records
indicating verification ol these claims. Since the Department did not produce
any records related to verification, Audit could not comment on the efficacy of
the verification mechanism of the Department. Department may ensure that
those transitional credit claims which are not supported by any details/
particulars which are mandatory under the GST Act/ Rules are adequately
verified. Department may also ensure that verificadon reports of the
Transitional Credits are properly maintained.

The compliance issues pertain to the validity and admissibility of the transitional
credits earried over by the taxpayers into GST regime, Taxpayers were required
to claim {ransitional credits in the various specified Tables of Tran 1 and Tran 2
forms as applicable. Broadly. thess tables provide for credit in respect of VAT/
Entry Tax carried over from the legacy returns, unavailed inputl tax credit in
respect of capital goods and VAT/ ET credit in respect of inputs contained in
semi-finished goods/ finished goods held in stock. The sample identified for
audit represented clatms under each of these tables.

Audit review disclosed significant irregularities in the transitional credit claims
of taxpayers across various categories regulated by the sub-sections of
Section 140, as well as Section 50(1) of the GGST Act 2017 pertaining to
payment of interesi. The summary of the nature and extent of compliance
deviations noticed in the audited sample 15 given in Table 2.7.

Table 2.7: Summary of nature of cbservations and deviation rates

Excess carry forward of g1 254,46 10 34,92 12:3%5 13,72
input tax credit

Table 5 (¢)

Claim of ciedit on 19 12.47 3 0.05 15.79 0.40

ineligible taxes

Table Tib)

Non-levy of interest on 12 k1 i 0.52 5.81 0.19

irregular ulilization of

Tran gredit

Total —— . 18148 35.49 e S

The nature and extent of compliance deviations have been elaborated in the
subsequent paragraphs:

W Division-1. Ahmedabad,
ME (Ot of these 18 cases, in 17 cases VAT assessment were already finalised by the Department.
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As per Section 140(1) of the GGST Act, 2017, a registered person, other than a
person opting to pay tax under Section 10 (Composition Levy), is entitled to
take, in his Electronic Credit Ledger (ECL). credit of the amount of VAT and
Entry Tax carried forward in the return relating to the period up to 30 June 2017,
furnished under the existing law. The registered person shall not be allowed to
take the credit unless the said credil was admissible as VAT credit under the
existing law (VAT Tax and Entry Tax Act) and 1s also admissible as ITC under
GGST Act, 2017.

Audit examined 86 cases of transitional credit claims and observed that in
83 cases assessment orders were passed under Gujarat VAT Act. Audit noticed
that in eight cases pertaining to four Divisions™, the taxpavers claimed
transitional credit under Table 5¢ of Tran Return amounting to ¥ 43.87 crore.
However,; the assessing oflicers determined the carry forward of credit of
2 6.14 crore in the assessment orders for the period April 2017 to June 2017
finalized under GVAT Act, 2003, Thus, there was an excess carty forward of
transitional credit of T 34.90 crore!™®. However, no action was initiated by the
Department to recover the excess carry forward of credit.

On this being pointed oul, in four cases the assessing officers' 3! while accepting
the audit observations stated (between February 2022 and January 2023) that
the excess availed transitional credit of ¥ 1.42 crore, in two cases, was recovered
m January 2022 and July 2022, respectively. In other two cases, demand of
2 84.27 crore along with applicable interest and penalty was issued vide DRC
07 after adjudicating the case. In one case the assessing authority stated
(December 2022) that action for rectification had been imitiated. In the
remaining cases, detailed replies were awaited (July 2024),

An tlustrative case 15 featured below;

A taxpayer falling under Division-12, Gandhidham had claimed transitional
credit of VAT on inputs carried forward in the legaey return furnished lor the
period June 2017 amounting to ¥ 24.35 crore in Tran 1 Return. However, in the
assessment under GVAT, finalised on 23 March 2021, no input tax credit was
allowed to be camed forward. This resulted in availment of meligible credit of
T 24.35 crore. However, the Department failed to recover excess carry forward
of ITC, consequent to the subsequent [inalisalion of assessment orders under the
legacy tax regime.

On this being pointed out, the Department while accepting the audit observation
stated (January 2023) that the demand of ¥ 80.83 crore along with applicable
interest and penalty has been issued wide DRC 07 after adjudicating the case.

1 Divigion-1, Ahmedabad (3 cuses), Divigion-2, Ahmedabad (3 cases), Division-7, Surat (1 cuse),
Drivigion 12; Gandhidham (1 casa),

' TIn one case. TTC of T 2,83 crore was blocked by debiting the ECL on 16 April 2019,

15 Divigion-1 & 2 Ahniedabad, Division 7 Surat and Divisian 12 Gandhidham,
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In two other cases!™, excess transitional credit claim of 2 3.22 lakh was availed

due to computahion mistake in the assessment orders passed by the Department.
In one case the jurisdictional JCST stated {October 2022) that the amount
pointed out by audit has been deposited by the taxpayer and in other case the
assessing authority stated (December 2022) that action for rectification has been
initiated.

Section 140(5) of GGST Act provides that a taxpaver shall be entitled to take
credit of VAT and Entry Tax, if any, in respect of inputs received on or afier the
appointed day but the tax in respect of which has been paid by the supplier under
existing law. The credit was admissible subject to the condition that the invoice
or any other tax paying document of the same was recorded in the books of
account of such person within a period of 30 days from the appointed day or
within such [urther extended 30 days period as permitted by the Commissioner.

Out of selected sample of 86 cases, there were 19 cases where transitional credit
was claimed under Table 7(b). Audit noticed that out of these 19 cases, in
two cases' the transitional credit of Z 0.38 lakh claimed under Table 7(b) was
availed on taxes (Central Sales tax) not eligible for credit and on invoices issued
by the taxpayer not belonging to Gujarat.

On this being pointed out, in one case the assessing officer accepted (fune 2022)
the audit observation and reduced credit of ¥ 0.09 lakh from the total credit
while finalising the assessment. Reply in another case was awaited (Tuly 2024).

Section 140(1) entitles taxpayer to credit in his electronic credit ledger the Value
Added Tax or Entry Tax credit carry forwarded in the legacy return. Section
140(5) entitles taxpayer to credit in his electronic credit ledger the Value Added
Tax or Entry Tax credit in respect of inputs received on or after appointed day
but tax was paid under existing law subject to specified condition.

As a general principle. the input tax credit cannot be availed twice on the same
documents, Double credits may happen in situations such as the credit taken
invoices/ documents under legacy returns are considered again under any of the
sub-sections, other than sub-section (1), prescribed under Section 140 of the
Act.

In one case under Division-1, Ahmedabad, the taxpayer availed transitional
credit of T 4.90 lakh under Section 140(5) of GGST Act. Venfication of the
details of invoices revealed that credit of T 4.70 lakh on the same set of invoices
was also availed under Section 140(1) of the Act. This resulted in double
availment of credit of Z 4.70 lakh.

%2 Division-1. Ahmedabad,
152 Tivision |, Ahmedabad and 1dvision 5, Vadodara,
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On this being pointed out, the assessing officer stated (January 2022) that
detailed reply would be furnished afler verification. Delailed reply was awaited
(July 2024).

As per Rule 121 of the GGST Rules 2017, any amount credited under sub-
rule (3) of Rule 117 may be verified and proceedings under Section 73 or
Section 74 shall be initiated in respect ol any credil wrongly availed. The
proceeding under Section 73 or 74 shall require the taxpaver to pay the credit
along with interest payable thereon under Section 50 of the Act.

Section 50(1) of the Act provides, that every person liable to pay tax in
accordance with the provisions of this Act or the rules made thereunder but fails
to pay the tax or any part thereof to the Government within the period
prescribed, shall for the period for which the tax or any part thereof remains
unpaid, pay interest al 18 per cent.

Out of sample of 86 cases, in five cases the Department had detected the
instances of ineligible transitional credit of T 8.86 crore which was blocked in
ECL or adjusted i assessment and m seven cases transitional credit of
¥ 29.24 crore was reversed by the taxpayers. Out of these 12 cases, Audit
noticed that in five cases transitional credit of ¥ 11.18 crore was irregularly
claimed and utilized by the taxpayers. Thus, the taxpayers were liable for
payment of interest amounting to ¥ 51.94 lakh on the inadmissible utilized
amount. However, no action was taken by the assessing officers for levy of
interest on irregularly utilised credit.

On this being pomted oul, in two cases the assessing officers accepted
(November 2022 and January 2023) the audit observation and demand for
interest amounting to T 78.54 lakh was raised.

In another case the assessing officer (December 2022) while accepting audit
observation stated that the registration of the taxpaver under VAT was cancelled
on 16 March 2021 effective from 05 March 2016, The GST registration number
was also cancelled on 16 March 2021 effective from 01 July 2017, As the
registration of the taxpayer under VAT/ GST has been ab initio cancelled there
was no requirement for levy of interest.

Reply is not acceptable as the taxpaver has irregularly utilized the ineligible
transitional credii, interest was leviable under Section 30(1) of GST Act
notwithstanding the cancellation of registration,

The replies in remaining cases were awaited (July 2024).

One illustrative case is featured below:

A taxpayer falling under the jurisdiction of Division-12, Gandhidham had
clarmed transitional credit amounting to ¥ 2.60 crore which was credited to ECL

on 23 November 2017, During assessment. finalised on 23 March 2021 under
GVAT Act, inpul tax credit carried forwarded was T 1.49 crore, resulting in
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carried forward of excess credit of ¥ 1.11 crore. The taxpayer had paid the
excess availed (ransitional credit of ¥ 1.11 crore on 23 March 2021. Audit
noticed that the taxpayer has utilised irregular credit of ¥ 1.11 crore for payment
of SGST during the period September 2018 to Februarv 2021. Hence, the
irregular credit availed was utilised by the taxpayer and therefore, attracted
interest liability under Section 30(1) of the Act. However, no interest was paid
by the taxpaver. The non-payment of interest worked out to T 0.28 crore.

On being ponted out, the junisdictional JCST while accepting the audit
observation stated (Janunary 2023) that the demand for interest of ¥ 47,84 lakh
was raised.

The GST Act provided for transitional arrangements for seamless flow of input
tax from the existing laws into the GST regime. Despite repeated requests, the
Department did not provide the reports/ records in respect of verification
carried out by the Department in 1,204 cases identified for verification.
Thus, Aundit could not ascertain the effectiveness of the verification carried
out by the Department.

Further. Audit examined a sample of 56 cases in six Divisions and noticed
instances of non-compliance of the Acts/ Rules in 18 cases (20.93 per cent). The
compliance deviations pertained to excess carry-forward of input tax credits
under Table 5 (¢) of Tran 1, claim of credit on ineligible taxes under Table 7(b)
of Tran 1 and non-levy of interest on mregular utilization of Tran credit. These
18 instances of compliance deviations amounted to T 35.49 crore, constituting
a deviaiion rate of 20.93 per cent. Oul of these 18 cases, in 17 cases. constiluting
94 per cent, VA'l assessments were already finalised by the Department. The
deviation rate suggested that the werification process carried out by the
Department suffered from inadequacies.
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Stamp Duty was levied on the concessional value on Government land
which was allotted to Co-operative Societies instead of market value,
resulting in short levy of Stamp Duty of ¥ 25.53 lakh.

As per Section 2(g) of the Gujarat Stamp Act. 1958 (GS Act), conveyance
mcludes a conveyance on sale, by which a property, whether movable or
immovable, or any estate or interest in any property, is transterred to or vested
m any other person inter vivos. Further, under Article 20 of Schedule-1, read
with Section 3A of the GS Act, Stamp Duty at the rate of 4.9 per cent is leviable
on any instrument of conveyance on the market value of the property or the
consideration amount, whichever is higher. The Revenue Department. vide
Circular dated 1 April 2002 had instructed all District Collectors and other
Revenue Authorities concerned to melude conditions of payment of Stamp Duty
in the allotment orders and not to hand over possession of land till proper Stamp
Duty is paid by the allotiees.

During test-check of records of the office of the Collector, Morbi, for the peniod
2013 to 2018, Audit noticed (January 2019) that in four cases, Government land
measuring 18,606 m® was allotted at the concessional rate of 10 per cem of
Janiri' rate, as per Government Resolution dated 17 December 2015, to four
Co-operative Societies between September 2016 and July 2018, Audit noticed
that Stamp Duty of ¥ 2837 lakh was chargeable on the land value of
T 579.02 lakh. However, the Department levied and collected Stamp Duty of
¥ 2.84 Jakh only in these cases on the concessional land value of T 57.90 lakh.
This resulted in short levy of Stamp Duty of T 25.53 lakh.

The Superintendent of Stamps stated (February 2022) that Stamp Duty of
2 (.55 lakh had been recovered in three cases whereas Demand Notice had been
issued in the remaining cne case. Further reply is awaited (July 2024).

The matter had been brought to the notice of the Department in Dctober 2021,
February 2024 and March 2024; their reply has not been received (July 2024).

' Annual Stetement of Rates issued by the Government showing the rates for the purpose of
determination of vaiue of immovable properes and fevy of Stamp Doy,

73



Audit Repori for the period ended March 2022 - Report No. 4 of 2024

Premium Price of ¥ 10.07 crore, leviable under Gujarat Tenancy and
Agricultural Lands Act, 1948 was short recovered in 104 cases of
conversion of land under ‘new and restricted” tenure to “old” tenure.

As per the Government of Gujarat, Revenue Department Resolutions? issued
under Section 43 of the Gujarat Tenancy and Agricultural Lands Act, 1948 (the
Tenancy Act), in case of conversion® of land under ‘new and restricted tenure’
to “old tenure’, premium at the prescribed rates is required to be recovered by
the Collector concerned. Further, Government Resolution (GR) dated 03 May
2011 prescribed the rate of premium as 25/ 40 per cent of the market value of
the property for agriculture/ non-agricultural (NA) purpose, respectively, The
market value of the property is to be determined in accordance with the Jantri*
rates and subject to the conditions prescribed therein.

During scrutiny of records of the following Collector offices, Audit noticed
(between April 2017 and July 2021) that Premium Price of X 10.07 crore was
short recovered in 104 cases, as detailed in Table 3.1 below. The observations
in detail have been narrated in Appendix X1.

Tabile 3.1: Details of short levy of Premium Price

1. | Collector, 2 L .
Ahmedshed | 2017.18 |66 | 1730 11.19 6.31
2. | Collectos, 2 - _
Ahmedabad | 201820 | 1880 | 27.08 18.75 833
3. | Collector, 7 _
Mahisagar 2013-18 44771 | 28.33 14.94 13,30
4. | Collector. I |
Ahmedsbad | 201718 | 200 202,01 180.77 2124
5. | Collector, 1  on :
Abmedsted | 201718 | 13962 | 136.83 96.34 40,49
6. | Collector, 3 — |
Surendranagar | 2015-17 1,07.445 | 14894 70,18 7878
7. | Principal
Secretary, 1 _
Revenue 201617 | 26406 | 24822 182.20 66.02
Depariment
8. | Collector, 1 : = :
Tamnagar anlags | 23152 [ 4706 23.62 23.54
9. | Callector, 10 _
Kachchh- TS, 3.20.716 | 838.07 771.69 66.38
Bhuj 014-16

2 Drated 13 July 1983 read with the Resolution Mo NBI-102008-8 71-J (Part-2) dated 04 Juty 2008.

¥ "Mew and redbricled” lenue land micans the temore of secupancy of the land which is non-trengferable
and impartible withoot the prioe approval of the District Authority whessag *O1d" ienupe land means
land free of all resirictens of transfer but subject to permitted purpese of wsage of land.

4 Annual Statement of Rates issued by the Government showing the rates for the purpose of
determination of value of Immavable properties and levy of Stamp Duty.
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N Efaléf::ar 1015:'-13 Hhai TR 47.32 66,81
t i?f,fﬁad Shimge | 21013 22151 216.10 541

- E;::f:;uazad mﬁt-zﬂ 7813 1579 12.82 2.97

> E{ﬂ;::: Q_ulg_m 36,5935 | 5737 40,13 17.24
" iﬁﬁﬁm =0 J%m 819434 | 220386 | 1,713.05 | 580,71
- iﬁﬂm zm'lf-is 11.230 | 3144 22.46 8.98
Tatal i::! T

The matter had been brought to the notice of the Department in October 2021,
June 2023, December 2023, February 2024, March 2024 and April 2024,
However, only partial replies were received in respect of cases pertamming to the
Collectors. Ahmedabad and Mehsana. Replies in respect of the remaining cases
were awaited (July 2024).

The District Collector short levied fine amounting to ¥ 34.39 lakh under the
Gujarat Tenancy and Agriculture Lands Act in 19 cases due to adoption of
old rates or incorrect computation. In another case, the Authority did not
levy penalty of ¥ 11,76 lakh for invalid transfer of agricultural land to a
non-agriculturist.

As per Explanation below Section 65B of the Gujarat Land Revenue Code, 1879
(GLRCO), ‘hona fide industrial purpose’ means an activity of manufacture,
preservation or processing of goods, including construction of industrial
buildings used for the manufacturing process or purpose and in¢ludes ancillary
mdustrial usage, like research and development, godown, canteen and office
building of the industry concerned.

Section 63AA of the Gujarat Tenancy and Agricultural Lands Act. 1948
(GTALA) permits sale of "new and restricied tenure” agricultural land (without
prior approval of the Collector) for bona fide industrial purpose provided the
purchaser sends a notice of such purchase to the Collector within 30 days from
the date of the purchase of the land. With effect from 19 August 2019, in case,
the purchaser fails to send the notice and other particulars to the Collector within
the period specified, he shall be liable to pay, alter one month from the date of
such purchase, fine of one per cent of the prevailing jantri every month. Prior
to 19 August 2019, a maximum fine of T 2,000/~ was prescribed respective of
the period of delay in sending the notice to the Collector. Further, Section 63AD
of the GTALA provides for levy of penalty at the rate of three times the value
of the land as per prevailing jansi in case ‘new and restricted tenure’
agncultural land had been transterred invalidly in breach of provisions of the
GTALA.

During scrutiny of the records of the District Collector, Ahmedabad for the
period 2017-18 to 2019-20, Audit noticed (December 2018 and June 2021) that
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in 20 cases, fine/ penalty under the GTALA was short levied to the tune of
7 46.15 lakh. The details are as under:

In 19 cases involving sale of agrculture land (of new and restricted
tenure) measuring 4,32,488 sq. m. situated in nine villages® of six
Talukas®, permission/ certilicate under Section 63AA of GTALA had
been issued (between February and September 2020) for howa fide
industrial use. In these cases, the purchasers had sent notices to the
Collector after lapse of the prescribed time period of 30 days from the
date of purchase of the agriculture land. Therefore, the Collector, while
issuing Certificates, levied fine for such delaved [urnishing of notices
by the purchasers. However, in three cases fine was levied at old rates,
.e. maximum of ¥ 2,000/-, while in the remaining 16 cases. fine leviable
was incorrectly computed. These resulted i short levy of fine to the tune
of T 34.39 lakh.

On this being pointed oul, the Revenue Department stated (June 2024)
that proceedings had been initiated for the recovery of the ditferential
amount of fine. Further reply is awaited (July 2024).

In case of ‘mew and restricted tenure’ agriculture land measuring
2,956 sq. m. of Survey No. 677 (Old No. 77) situated at village
Karsanpura, Taluka Mandal, permission under Section 63 AA was given
(June 2018) by the Collector for bona fide industrial use atter obtaining
(March 2018) prior approval of the Revenue Department. Further
scrutiny of the records revealed that the purchaser (Rai Infrastructure &
Logistics Private Limiled), engaged in the business of builder/ real estate
developer/ contractor, had purchased (January 2016) the said land for
construction of ‘industrial godown’. However, the General Manager.
District Indusiry Centre (DIC), Ahmedabad opined (January 2016) that
construction of ‘industrial godown' does not fall under the category of
‘industry’ and informed the Collector that his approval was not required
for processing the application of the purchaser. However, the
Departmient granted permission under Section 63AA of the GTALA,
ignoring the opinion of the General Manager, District Industry Centre.

As per GLRC. only godown, ancillary to *industrial® activity as per GLRC
14 eligible for permission under Section 63AA. The interpretation of the
Department, thus, was not correct as the purchaser was not engaged in the
activity of manufacture. preservation or processing of goods. The present
transfer of the new and restricted tenure agricultural land to a non-
agriculturist was therefore invalid as per provisions of the GTALA, Thus.
the Collector was required to levy penalty at three times of the value of the
land under Section 63 AD of the GTALA, which however was not done.
This resulted in short levy of penalty of T 11.76 lakh’, after adjusting
premium of ¥ 1.98 lakh levied while giving permission under Section 63AA
of the GTALA.

Bhayla, Daslana, Dholka, Gangad, Kalyangad, Keshardy, Manpura, Widhred, Pipla).
& Bayle, Dholka Mundal, Sunnnd, Vatva, Vicamgam,
T T T4 (I N 29560 0. m, X T 155 per sq. m.) mvtes T 198,052 =T 11,76,488
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On this being pointed out. the Collector stated (December 2018) that the matter
would be referred to the jurisdictional Mamlatdar for further verification of
nature of business activity ol the purchaser and use of the godown. However,
the Revenue Department stated (June 2024) that in a similar case pertaming to
Agriculture Produce Market Committee (APMC), Bavla, the DIC had treated
‘godown’ as an industrial activity.

The reply of the Department is not convincing as the decision of the DIC in the
other case cannot be the basis for treating construction of the godown as an
industrial activity in the present case. Here, the applicant was engaged in the
business of construction/ real estate. Thus, the nature of use of the godown is
required to be ascertained to ensure that the same is ancillary to an industral
activity as specified in the explanation below Section 65B of the GLRC, and
not for commercial/ real estate use.

The Revenue Authority did not levy NAA at applicable rates while giving

advance possession of Government land/ allotting Government land on
[lease. This resulted in non-levy of NAA amounting to ¥ 29.12 lakh.

As per Section 48 of the Gujarat Land Revenue Code 1879, the land revenue/
Non-Agricultural Assessment (NAA) leviable shall be assessed with reference
to the use of land. viz. residence/ mdustry/ commerce/ any other purpose. The
NAA shall be liable to be fixed with effect from the commencement of the
revenue year in which the land is so permitted or deemed to have been
permitted, to be used for non-agricultural (NA) purpose. The Government, vide
Notification of March 2008, revised the rates of NAA and classified the areas
in three calegories, i.e. A, B and C, for levy of NAA. The NAA is leviable with
effect from the commencement of the revenue year in which the land is used for
NA purposes with or without permission of the competent authority. Further, as
per Government Resolution No. IMN-3995-3170-A dated 18 December 2006;
though requirement of obtaining NA permission from the competent authority
was waived off in case of grant of Government land for NA purpose,
Conversion Tax and NAA are leviable az per prevailing policy.

During scrutiny of records of the office of the District Collector, Alimedabad
for the period from 2018-19 to 2019-20, Aundit noticed (July 2021) that in three
cases, NAA at applicable rates was not levied while giving advanece possession
of Government land/ Government land given on lease. This resulted in non levy
of NAA amounting to Z29.12 lakh® for the vear 2018-19 (% 6.60 lakh) and
2019-20 (T 22.52 lakh}). as detailed below:

B T1.102%0.60 = T 432.661) + (1.50.15.201%0.15 = T 22,52, 280) + (15.13.027*0,15 = 2,26, 954) =
T26,11,895.

T
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7.21.102

4.32.661

Ahmedabad | Burvey Mo Development Advance
Municipal Bin Numbert of public possession  of
Corporation | (without utilities. gieen the land given
(AMCY survey space, parking on 20.03.2020
19.02.2020 number) Spage, g, {for tolean

Village (5} under amout of T 1)

Acher. Sabarmati

Muotera, Riverfront

Darivapur- Dievelopmenl

Kajipur and Project Phagze-

Tansol ji
Dholers Revenue 1,50,15.201 | Consiruction 22.52,280 | Leased at
Iniernational | Swvey  No. of Atiport annoal rent of
Airport  Co. | 171 and 481 1 for 30
Lid. Dholera/ | Village: Years
05.01.201% Navagam,

Talulea

Dholera
Minisiry of | Revenue 15.13,027 | Setling up 2.26.934 | Leazed at
Shipping, Survey  No. National token amout
Gal/ G367 Maritime of T for 99
19.02.2020 (Grazing/ Heritage years,
and Gauchar Complex,
04.09.2020 land)  and Lothal

656/1/1 (including

Village: vomme=reial use

Saragwada, and sob-letting

Talulea: to private

Dholky person/

institute}

Total .Lﬁﬂ?ﬂﬂq 29,11,895

The above NAA was required to be levied on annual basis for subsequent years
alzo. fe. from 2019-20/ 2020-21 onwards.

On this being pointed out, the District Collector, Ahmedabad slated (June 2021)
that Dholera Intermational Airport Co. Lid. had requested the Revenue
Department for relaxation of some conditions in the allotment order. After
receipt of direction/ orders from Revenue Department, suitable action would be
taken. In respect of land allotted to the Minisiry of Shipping, Gol, the Collector
stated that the matter would be referred to the Revenue Department, GoG for
chtaining necessary directions on aclion to be taken. Further reply is awaited
(July 2024).

The matter had been brought to the notice of the Department in June 2023,
December 2023 and April 2024, The Department stated (April 2024) that
advance possession of land was given to AMC and applicable taxes would be
levied at the time of issuance of final allotment order.

The reply of the Department/ District Collector is not acceptable as NAA is
leviable with effect from the commencement of the revenue year in which the
land is permiited or deemed to have been permitled, to be used for the NA
PUTpOSE.
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Reply in respect of the remaining two cases was awaited (July 2024).

There was loss of lease rent to the extent of ¥ 26.20 lakh for the first five
years of the lease period and subsequent recurring loss of revenue to the
Government due to incorrect valuation of the land and not considering
applicable Government Resolution (GR) governing allotment of
Government land on Right of Use (RoU) basis.

As per GR dated 26 April 1962, the rent payable annually for the use of the
Government land for the laving of water pipes, underground cables, etc. should
be fixed at a sum not exceeding 2.5 per cent of the market value of the land
occupied. The State Government neither revised this GR nor issued any fresh
GR. governing allotment of Government land on Right of Use (RoU) basis for
laving pipelines/ cables, etc. (other than crude oil! gas/ water pipelines) by
private parties. However, the Government vide its GR dated 30 July 1999 fixed
compensation (to be paid to the State Government) at the rate of 10 per cent of
the market value of the land allotted on RolJ basis for laying underground crude
oil pipeline. Further, Section 10 (4) of the Gujarat Water and Gas Pipelines
(Acquisition of Right of User in Land) Act, 2000 provides for payment of
compensation at the rate of 10 per cent of the market value of the land to the
owner of the land where such land has been acquired om RoU basis by the State
Government/ any Corporation for laying water/ gas pipeline.

As per the Guidelines for the valuation of Government land (issued vide GR
dated 11 September 2018), 1n case of urban areas, the base rate armived at by
considering sale deeds of land pareels (situated in Town Planning Scheme! TPS)
is to be increased by:

« 100 per cent for the sale deeds executed between the period from publication
of miention of Drafi Town Planning Scheme (DTPS) to its submission 1o
Government, and

*200 per cent lor sale deeds executed alter DTPS is approved and roads are
opened.

However, no incremental factor is to be considered where sale deeds had been
executed after approval of the final TPS.

During the audit of office of the Additional Chief Secretary. Revenue
Department, Government of Gujaral, Gandhinagar lor the period 2019-21,
Audit noticed (JTuly 2021) that the Department allotted (November 2020)
Government land® measuring 412 sq. m. on RoU basis to Mother Dairy, Bhat
(the Company) for laying underground cable after recovery of occupancy price
of T 18.83 lakh at the rate of 10 per cent of the market value of T 1.88 crore by
relying on the provisions ol Section 10 (4) of the Gujarat Water and Gas
Pipelines (Acquisition of Right of User in Land) Act, 2000. In this regard, the
following was observed:

! BurveyNo. 38, 42-A and 43-A. Village: Bhat to Koteshwar, Taloks and District: Gandhinagar.
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» The District Level Valuation Committee (DLVC) (January 2019) and
the State Level Valuation Committee (SLVC) (July 2020) had fixed the
rate of the land as T 45,700/~ per sq. m. However, Audil observed that
while determining market value of the land, apphicable incremental
factor of 200 per cent was not applied to the base rate arrived al in
respect of eight sale deeds pertaining to two DTPSs. namely DTPS-80
and DTPS-239 of village Bhat, where as per maps available on record,
roads were operational on the date of valuation by the SLVC. As aresult,
the rate was fixed by the SLVC on lower side instead of correct rate of
T 87,431/~ per sq. m. Thus, the correct market value of the land would
be T 3.60 crore:

= The allotment of land on RoU basis for laying underground cable by
TECOVETINE nccupancy price at the rate of 10 per cent of the market value
under the Gujarat Water and Gas Pipelines (Acquisition of Right of User
m Land) Act, 2000 was irregular as the said Act was nol applicable in
the instant case. Moreover, GR of July 1999 was also not applicable as
this was specifically issued for grant of Government land on RoU basis
for laying crude oil pipeline. Thus, the Department was required to allot
the land on RolU basis on lease to the Company by recovering annual
rent at the rate of 2.5 per cent of the market value of the land as per GR
of April 1962, subject to revision after every five years (as a corollary
of the provisions of GR dated 05 April 2003, governing lease of
Government land for commercial/ residential’ industrial purpose).

This would result in loss of lease rent to the extent of T 26.20 lakh for the first
five years and subsequent recurring loss of revenue to Government.

On this being pointed out, the Department stated (July 2021) that final reply
would be furnished after obtaining detailed report/ information from the
concerned Collector/ Authority.

The matter had been brought to the notice of the Department in June 2023,
December 2023 and April 2024; their reply has not been received (July 2024).

jTThe classification of the documents not in accordance with the Articles of
%Sthedule I of the Gujarat Stamp Act, 1958 resulted in short levy of Stamp
‘Duty and Registration Fees of  1.11 erore.

Under Section 3 of the Gujarat Stamp Act, 1958, every instrument mentioned
in Schedule-T shall be chargeable with duty at the prescribed rates.

During test-check of the records of five Deputy Collectors (Stamp Duty
Valuation Organisation) [DC (SDVO)]/ Sub-Registrar (SR) offices'®, Audit

0 D {EDYO) Division-TT, Ahmedabed and Division-IL Yadodara: Sub Registrar offices: Chorasi
(Surat-9), Anend and Anjar.
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noticed"' from the recitals of five documents' that these documents were
classified on the basis of their titles, and Stamp Duty and Registration Fees were
levied accordingly, Further scrutiny of the recitals of these documents/ finalised
cases revealed that these documents were misclassified which resultad in non/
short levy of Stamp Duty/ Registration Fees of T L.11 crore, as mentioned
below:

(i) Misclassification of Power of Attorney

Under Article 45 (f)(11)(b) of the Schedule-I to the Gujarat Stamp Act. power of
attorney (PoA) if given in any case except to father, mother, brother, sister, wife.
husband, son, daughter, grandson, granddaughter, authorizing (o sell or transfer
any immovable property without consideration or without showing any
consideration, Stamp Duty is leviable at the rates specified under Article 20 of
Schedule-L

In one case finalised by the office of DC (SDVO), Division-11, Vadodara and
registered as sale deed with office of SR Padra, Audit noticed (March 2019) that
PoA holder signed the document on behaif of the landowners. The PoA
document was notarised (December 2014) on stamp paper of T 100. The SR
mpounded the sale document and forwarded it, along with PoA, to DC
(5DVO), Division-11, Vadodara who in his order (March 2018) certified the
PoA document as of Proper Duty. However, there was nothing on the records
which could establish that there was any relationship as specified m Article
45(f)(ii)}a) between the landowners and the PoA holder. Thus, the Power of
Attorney was covered under Article 45(£)(1i)(b) and Stamp Duty of ¥ 8.72 lakh
was required to be recovered on the market value of  1.78 crore, which was not
done. This resulted in short levy of Stamp Duty of ¥ 8.72 lakh.

On this bemng pointed out, the office of the DC (SDVQ), Vadodara-II rephed
(May 2024) that as per Article 53(a) of Gujarat Stamp Act, 1958, order of short
levy of Stamp Duty of ¥ 6.23 lakh was passed and charge created on the

property.
(ii) Convevance treated as Agreement to sell

Under Explanation-I of Article 20 of Schedule I of Gujarat Stamp Act, 1958
Act, an Agreement to Sell an immovable property or an irrevocable power of
attormey shall, in case of transfer of possession of such property before, at the
time of, or after the execution of such agreement or power of attorney, be
deemed to be a conveyance and the Stamp Duly thereon shall be chargeable
accordingly.

During test-check of cases finalised by DC (SDVO), Division-II, Alimedabad
for the year 2018-2019, Audit noticed that one document was executed as
conveyance deed for the land and the purchasers also entered into a
Development Agreement with a partnership firm (confirming party in the deed)

U Betwesn Morch 2019 and Fanuary 2020,

L Three docurnents regisiered between March 2018 pnd Angust 2018, One docoment was rogisterad in
March 2012 and finalized by DC (SDVO] Division-T1. Ahmedabad in August 2018, One case was
referred wo DCSDVO) Division-11 Vadodsra and finalised m March 2018,
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for construction of a bungalow on the land. The recitals revealed that the
landowner had already entered into an Agreement to Sell land admeasuring
9618 sq. m. for T 9.14 crore with the same partnership frm which was notarized
on 28 July 2010. Thus, the partnership firm had the possession of the land. The
present conveyance deed therefore clearly reveals that the Agreement to Sell
earlier notarized was with possession which attracts Stamp Duty applicable to
conveyance deed as per the explanation under Article 20. However, the
competent authority did not verify these aspects which resulted m non levy of
Stamp Duty of ¥ 44,77 lakh and Registration Feg of ¥ 9.14 lakh. aggregating to
¥ 53.91 lakh's.

On this being pointed out, the Department (July 2023 ) stated that DC (SDVO),
Division-II, Ahmedabad had passed order (December 2020) for recovery of
Stamp Duty of ¥ 44.77 lakh and penalty of ¥ one lakh. Further, notice under
Section 152 of the Land Revenue Code was issued and charge on property was
created (July 2021) agamst the due. The Department did not accept the audil
observation on Registration Fee and stated that as the partmership firm was
included as co-signer in the document based on the notarized deed of 2010.
these are two different articles and nol two different matters. Further, the
document was not submitted for registration purpose.

Reply of the Department is not convincing as the matler relates lo conveyance
and order of recovery of deficit Stamp Duty was also passed by the DC (SDVO)
considering the transaction under Article 20 of the Gujarat Stamp Act, 1958, As
the DC (SDVO) accepted the transaction for levy of Stamp Duty under
Article 20 of the Gujarat Stamp Act, 1938, the Registration Fee of T 9.14 lakh
al the rate of one per cemt was also leviable on the consideration amount of
2 9.14 crore under the same Article 20 of the said Act. Since the consideration
amount was determined by DC (SDVO), the Registration Fee was leviable on
the consideration amount.

Further progress of recovery of Stamp Duty was awaited (July 2024).
(iii) Release Deed treated as Partition Deed

Article 49 of Schedule I of Gujarat Stamp Act, 1958 stipulates that (a) if the
release deed of an ancestral property or part thereof is executed by or in favour
of brother or sister (children of renouncer's parents) or son or daughter or son
of pre-deceased son or daughter of pre-deceased son or father or mother or
spouse of the renouncer or the legal heirs of the above relations, Stamp Duty
of T 100 is leviable : and (b) in other case. same dufy as is leviable on a
conveyance under Article 20 on the share, interest, part or claim renounced in
immaovable property whichever is greater,

As per proviso of Explanation-1 below Section 2{g)(v) of the Act ibid, effective
from 01 September 2001, where a co-owner of any property transfers his
interest to another co-owner of the property and which is not an instrument of
partition, shall be deemed to be an instrument by which property is transferred

B Stamp Doty at the rate of 4.9 per cent of T 9,13,71.000 and Registration Fee at the rate of one per
cent of T 51371000,
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inter vivos. Thus, if one co-owner releases his claim over the property held by
them as co-owners i favour of another co-owner, such release is to be treated
as conveyvance and Stamp Duty 18 chargeable accordingly.

During test-check of the documents registered in the Sub-Registrar Office,
Chorasi, Surat-9, Audit noticed (November 2019) from the recital ol one
document styled and registered (11 June 2018) as partition that three different
lands"* were purchased by six co-owners and subsequently, a co-owner released
1ts part in favour of one of the remaming five co-owners. Now. by the present
document, one of the five co-owners released its part in one of the land parcels
in favour of remaining lour co-owners and other four co-owners vice versa
released their parts from other two land parcels in favour of that co-owner,
Hence, the document i3 required to be classified as Release Deed between the
co-owners and the Stamp Duty of T 37.56 lakh'® was to be levied as per Article
49 read with Explanation-1 below Section 2(g)(v) of the Act. However, Stamp
Duty of T 1.83 lakh only was levied in the document, This rezulted mn short levy
of Stamp Duty of T 35.73 lakh.

On this being pointed out, the office of the DC (SDVO). Division-II, Surat while
accepting the andit observation replied (June 2023) that the order was passed
(December 2022) imposing additional Stamp Duty of 2 35.73 lakh and penalty
of T 3.57 lakh. For recovery of the amount, charge on property was also created
m June 2023. Further progress of recovery was awaited (Tuly 2024)

{iv) Convevance treated as Partition Deed

“Partnership™ as defined in Section 4 of the Partnership Act, 1932, is the relation
between persons who agreed to share the profits of a business carried on by all
or any of them acting for all. In the case of Chief Controlling Revenue Authority
(CCRA) vs, Chaturbhuj, the Gujarat Ihigh Court (1976) has held that there is no
concept of co-ownership among the partners during the subsistence of the
partnership. The partnership properties are not held by the partners as co-
owners. The property belongs to the firm. At the time of dissolution of
partnership according to the terms of the dissolution, after satisfying all the
liabilities, each partner is handed over his share of the surplus of partnership
assets. Thus, as the partners are not the co-owners, an instrument of partition
cannot be executed between them as per the definition of “instruments of
partition™ under Section 2(m} of the Gujarat Stamp Act, 1958,

As per Section 2(g) of the Gujaral Stamp Act, 1958, conveyance includes a
conveyance on sale or every instrument by which property, whether movable or
mmmovable, or any estale or interest i any property is transferred to, or vesied
in, any other person, inter vivos. As per Article 20(a) of Schedule-I of Gujarat
Stamp Act, 1958, an instrument of convevance of immovable property is
chargeable with Stamp Duty at the rate of 4.9 per cent of the amount of the
consideration for such conveyance or the market value of the property which is
the subject matter of such conveyance. whichever is greater.

17402 5. m. (land 1)+ 5,666 8q. m. (land 2)+ 35 107 sq. m, (land 3},

1 Ax the rate of 4.9 per cenr on marier value of ¥ 766,56 lakh (ar the rare of T 3,000 per sq. m, for
2.900.33 8q. m, (1/6 share of land 1} + at the rate of T 2,000 per sq. m. for 33,977.49 54, m. {5/6 share
of land 2 & 3).
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During test-check of the documents registered in Sub-Registrar Office. Anand.
Andit noticed from the recital of a document styled and registered (30 March
2018) as Deed of Partition that on the land admeasuring 234.3956 sq. m., the
partnership firm'® constructed a building consisting of various flats and shops
and by this Partition Deed, the llals and shops were now appropriated among
the four pariners. However, as the rights and title of the land/ construction were
vested with the parmership firm, the said properties could not be transferred/
partitioned m the name of individuals before the dissolution of the partnership
firm. Thus, the document was required to be classified as Conveyance Deed
under Article 20(a) of the Gujarat Stamp Act, 1958, instead of being classified
as Partition Deed. This being not done resulted in short levy of Stamp Duty of
¥ 5.56.792 and Registration Fee of T 45,397, aggregating to ¥ 6.02,189%7,

On this being pointed out, the Department accepted (July 2023) the audit
observation and stated that the document has been forwarded to DC (SDVO),
Anand. However, specific reply ciling reasons why the document had been
treated as Deed of Partition despite the fact that the firm was not dissolved and
was still in operation at the time and afier division of property among partners
was not furmished. No further response has been recerved from the Department
(July 2024).

(v) Share of capital brought in by way of immovable property in
partnership treated as cash

As per Arlicle 44(b) of Schedule-I to the Gujarat Stamp Act, 1958, instrument
of partnership where share of capital is brought in by way of immovable
property, Stamp Duty is leviable as conveyance under Article 20 at the rate of
35 per cent of the market value of such immovable property. As per
Registration Act, 1908, Registration Fee on partnership deed shall be levied at
the rate of one per cent on the amount or value of the property.

During test-check of the documents registered in Sub-Registrar Office, Anjar,
Audit noticed (January 2020} from the recital of a document styled and
registered (18 July 2018) as supplementary partnership deed that two nom-
agricultural (residential) plots admeasuring 31,905.38 sq. m. were brought in
the partnership firm as share of capital by a partner. The document was
forwarded to DC (SDVO), Bhuj, who under Section 41 determined
(30 July 2018) the Stamp Duty of T 10,000 along with penalty of T 1,000. The
valuation sheet of DC (SDVO) Bhuj was not available with the document. As
per Article 44(b) ihid Stamp Duty of < 5.30,427 at the rate of 3.5 per cenr of
market value'? of the property was required to be levied. However, Stamp Duty
of only Z 10,000 was levied, which is the maximum Stamp Duty leviable in case
where the share of capital is brought in by way of cash under Article 44(1)(a).
Further, against the required levy of Registration Fee of T 1,51.550" only 2 30
was levied as Registration Fee. Thus, there was an aggregate short levy of Stamp
Duty and Registration Fee of T 6,71.947.

" The parinevship deed was notarised on 12 July 2013 snd Stamp Duty of £ 1,000 was paid

1" This hog besn worked put afier considering Stamp Duty of ¥ 28500 and Registration Fee of 7 74,050
levied on the document.

2 1.51.55.056 (3190538 sq. m. x ¥ 475 per sq. m. jani mate).

" RF levisble at the rate of one per cenf on T 151,535,056
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On this being pointed, the Department accepted (July 2023) the audit
observation and stated that DC (SDVQ), Bhuj has referred the document to
Chiefl Controlling Revenue Authority lor review under Section 53(2) of the
Gujarat Stamp Act, 1958. No further response has been received from the
Department (July 2024).

The non-cognizance of the recital of the documents having distinet matters,
for which separate Stamp Duty on each matter was leviable but not levied
distinctly resulted in short levy of Stamp Duty of ¥ 66.85 lakh.

As per Section 5 of the Gujarat Stamp Act, 1958, any instrument comprising or
relating to several distinct matters or distinet transactions shall be chargeable
with aggregate duties with which separate instruments would be chargeable
under the Act. As per Article 36(b) read with Article 6(1)(a) of Schedule 1, the
Stamp Duty shall be levied subject to a maximum of eight lakh rupees at the
rate of twenty paise for every hundred rupses or part thereof, where the amount
of debt does not exceed T 10 crore, and at the rate of fifty paise for every
hundred rupees or part thereof where the amount of loan or debt exceeds
Z 10 crore.

During test-check of the records of three Sub-Registrar (SR) Offices®® for the
period 2016-19, Audit noticed®! that there was more than one distinet
transaction. However, the SRs did not take cognizance of the recitals of the
documents and did not verify the nature of transactions through the documents.
Stamp Duty and Registration Fees forgone in these cases amounted fo
T 36,85 lakh as mentioned below:

. In one document styled and registered as Trust Deed in SR office, Vadaj,
the recilals revealed that an amount aggregating ¥ 5,850 crore was raised for
issue of Bonds (¥ 5.000 crore and ¥ 830 crore) having different maturity
periods?® and different allotment dates?® against the morigage of the property,
As the Bonds had been issued in two tranches having different maturity periods
and having different allotment dates, the two transactions should have been
treated as two distinet transactions for levy of Stamp Duty and Registration Fee.
However. the SR levied Stamp Duty of ¥ 11.20 lakh®® and Registration Fee of
2 0.05 lakh only treating 1t as a single (ransaction against the leviable Stamp
Duty of T 22.40 lakh and Registration Fee of T (.10 lakh. This resulted in short
levy of Stamp Duty and Registration Fee of T 11.25 lakh.

On this being pointed oui, the Department stated (February 2024) that
DC (S8DVO), Ahmedabad has issued (January 2024) notice to the party for

A Bub Regiztrar offices; Ahmedabad- 11 (Vadag), Vadodara-II (Aleots) and Bopal,

2 Between March 2018 and March 2020.

B 24 August 2032 and 5 November 2022,

B 24 August 2007 and 6 November 2017,

4 paximum Stamp Duty of 2 8 lskh levisble under Article 36{b} and additlonal Stamp Duty of
T 3.20 lakhi at the rate of 40 per cenf as per Section 3A of the Gujarat Starp Act, 1958,
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recovery of Stamp Duty. Further, Registration Fee of ¥ 0.05 lakh has been
recovered (August 2019},

. In another case, in one document styled and registered as Mortgage
Deed in SR office Vadaj, five different borrowers availed individual loans
(ranging from T 200 crore o T 550 crore) from the lender bank. As the loan had
been sanctioned by the lender to five different borrowers, the tramsactions
should have been treated as five distinct transactions for levy of Stamp Duty
and Registration Fee. However, the SR |evied Stamp Duty of ¥ 19.20 lakh and
Registration Fee of T (.10 lakh only treating it as a single transaction against
the leviable Stamp Duly of T 56 lakh® and Registration Fee of 2 0.25 lakh. This
resulted in short levy of Stamp Duty and Registration Fee of T 36.95 lakh.

On this being pointed out, the Department stated (February 2024) that
DC (SDVO), Ahmedabad has issued (January 2024) notice to the party for
recovery of Stamp Duty. Further, notice has been issued (September 2023) to
the party for recovery of Registration Fee.

. In one document styled and registered as Mortgage Deed without
possession in SR Office, Akota, the mortgagors were sanctioned the loan/ credit
of 239,70 crore (% 24.60 crore plws % 14.30 crore) by two different banks
against the mortgage of the properties. As loan/ credit had been availed/
sanctioned from different banks, the transaction should have been treated as two
distinct transactions for levy of Stamp Duty and Registration Fee, However, the
SR levied the Stamp Duty of ¥ 11.20 lakh and Registration Fee of T 0.05 lakh
only, freating it as single transaction against the leviable Stamp Duty of
¥ 21.35 lakh and Registration Fee of T 0,10 lakh. This resulted in short levy of
Stamp Duty and Registration Fee of amount of  10.20 lakh.

On this being pointed out, the Department stated (February 2024) that
DC (SDVO), Vadodara has issued (January 2024) notice to the party for
recovery of Stamp Duty. Further, Registration Fee of ¥ 0.05 lakh has been
recoverad (March 2021).

. In a document styled and registered as Mortgage Deed with SR Office
Bopal, two different borrowers availed the crednt factlities of an amount of
aggregate of T 32 crore®® from the lender bank. As the loan was sanctioned by
lender bank to two different borrowers. the transactions should have been
treated as two distinel transactions for levy of Stamp Duty and Registration Fee.
However, SR levied the Stamp Duty of ¥ 11.20 lakh and Registration Fee of
T 0.05 lakh treating il as a single (ransaction only against the leviable Stamp
Duty of 2 19.60 lakh®” and Registration Fee of (.10 lakh. This resulted in short
levy of Stamp Duty and Registration Fee of T 8 .45 lakh.

35 Mawzmum Stemp Duty of €8 lakh levisble under Article 36{b) and sddingnal Stamp Dwty of
% 3.20 lakh st the tate of 40 per cent aa por Section AA of the Gujeral Stamp Act, 1938 for eath of
the five distinot transselions.

6. F 20 crare to the first borrower and ¥ 12 crore to the second borrower.

21120 lakh on ameount of loan of 20 croee and # 8.40 lakh on amount of loan of ¥ 12 crore as per
Articke &01)a) of Schedule L
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On this being pointed out. the Department accepted (July 2023) the audit
observation and stated that DC (SDVO), Ahmedabad has issued the notice to
the party. No f[urther response has been received from the Department
(July 2024).

The adoption of incorrect area/ jantri rate resulted in short levy of Stamp
Duty of ¥ 22.13 lakh.

Under Section 3 of the Gujarat Stamp Act, 1938 every instrument mentioned in
Schedule-I shall be chargeable with duty at the prescribed rales, unless
specifically exempted.

As per Article 5(ga), an Agreement or Memorandum of an agreemenl or ils
records, if relating to giving authority or power to a promoter or developer, by
whatever name called, for construction on or development of, or sale or transfer
(in any manner whosoever) of any immovable property. then Stamp Duty at the
rate of 3.5 per cent 1s chargeable on the market value of the property which is
the subject matter of such agreement.

During test-check of the documents registered in two Sub-Registrar Offices?®
during the years 2016 to 2018, Audit noticed™ that the Stamp Duty on properties
was determined incorrectly in three documents, which resulted in short levy of
Stamp Duty of 2 22.13 lakh as explained below:;

(i) Undervaluation due to adoption of incorrect area

Chiet Controlling Revenue Awuthority (CCRA) in his circular dated
26 September 2007 instructed to include area of common plot, internal road,
etc. in total area of land for arriving at the market value of property for the
purpose of levy of Stamp Duty.

Table 3.2; Details of undervaluation dug to incorrect arca

i e

l. | SR, Memnagar, 1 | 7.49
| Ahmedabed ITI December 2017

Nature of Observation: In respect of a Development Agreement of housing society for
regidential purposss, SR had adopled partial area of 357 gq. m. inslead of tofal ares of
9E9 5. m. for valoation of property given for development and levy of Stamp Duty. The total
amount of Stamp Duty leviable in this case was ¥ 11.87 lakh against which Siamp Dty of
only T 4.38 lakh was levied. This resulied in short levy of Stamp Duty of T 7.49 lakh.

On this being pointed out, the Department stated (February 2024) that DC (SDVO).
Ahmedabad has issued (January 2024) notice {for recovery of Stamp Duoty.

%8 Sub Begistzar; Bapod-Vadodara, Memnagac- Ahmedabad-TIT,
A Febroary 2019 and May 2019,
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(ii)  Undervaluation due to adoption of incorrect Janfri rates

Tahle 3,3: Details of undervaluation due to incorvect janivi rates

2
July: 2017 and February 2018

Nature of Observation: In two Development Agreements, the recitals revealed that land falls
in Value Zone 3/4/1 (Town Planning=}. Final Plote 46 and 47) bul the registering authority
adopted rate of Vale Zone 34/2/B/A instead of janpi™ rates of comect Value Zone for
valuation of property and levy of Stamp Duty. The total amount of Stamp Duty leviable in
these cases was T 27,39 lakh. against which Stamp Duty of only T 12.75 lakh was levied. This
resulted in short levy of Stemp Duty of ¥ 14.64 lakh,

On this being poinfed out, the Department sited {(February 2024) that DC (SDVO),
Ahmedubad has 1ssued (January 2024) notice for recovery of Stamp Duty.

Non-consideration of valoe of plant and machinery and capital work in
progress resulted in short levy of Stamp Duty of ¥ 17.85 lakh.

14.64

Under Section 3 of the Gujarat Stamp Act, 1958 every instrument mentioned in
Schedule-1 shall be chargeable with duty at the prescribed rates, unless
specifically exempted,

As per Article 20(d) of Schedule I of the Gujarat Stamp Act, 1958, a Deed of
Conveyance, relating to the scheme for reconstruction of the company or
companies involving merger or the amalgamation of any two or more
companies by an order of the National Company Law Tribunal under
Section 232 of the Companies Act, 2013 shall be leviable with Stamp Duty.
subject to maximum of T 25 crore, (1) an amount equal to one per cent of the
aggregate amount comprising of the market value of share issued or allotted in
exchange of or otherwise, or the face value of such shares, whichever is higher
and the amount of consideration, if any, paid for such amalgamation, or (ii) an
amount equal to one per cent of the true markel value of the immovable property
situated in the State of Gujarat of the transferor company, whichever 1s higher,

As defined under Section 2 (ja) read with Explanation inserted vide Act No.11
of 2007 w.e.f. 01 April 2007, *immeovable property’ includes land, benefits to
arise out of land and things attached to earth, or permanently fastened to
anything attached to the earth. Where any plant and machinery of a factory
transferred or sold with the intention of running the said factory. such
transaction shall be deemed 1o be a transaction of the immovable property.

During test-check of records of the office of the Superintendent of Stamps,
Gandhinagar for the period January 2018 to March 2019, Audit noticed
(October 2019) that in one case of scheme of amalgamation of four companies

0 Annual Statement of Rates issued by the Government showing the rates for the purpose of
determination of value of immovable properties and levy of Stamp Dury.
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(Transferors) with another company (Transferee), the adjudicating authonty in
its order’! did not consider the value of plant and machinery as well as capital
work in progress of T 17.85 crore™ 1o arrive at the true market value of the
immovable property of one of the transferor company. This resulted in
undervaluation of immovable property ol transferor companies with consequent
short levy of Stamp Duty of ¥ 17.85 lakh.

On this being pointed out, the Department while accepting the audit observation
stated (July 2023) that order regardmg short payment of Stamp Duty of
¥ 17.85 lakh was issued to the party in April 2021, Further, notice under
Section 152 of the Gujarat Land Revenue Code was 1ssued (14 October 2022)
by DC(SDVO), Rajkot-1I to the party concerned for recovery of the outstanding
demand. No further response has been received from the Department regarding
recovery of short payment of Stamp Duty (Tuly 2024).

The non-registration of Development Agreement resulted in non levy of
Stamp Duty of ¥ 13.71 lakh.

As per Article 5(ga) of Schedule [ of the Gujarat Stamp Act 1958, if an
agreement or memorandum of an agreement or its records, relates to giving
authority or power to a promoter or a developer for construchion on or
development of, or sale or transfer of, any immovable property, it shall be
chargeable with the Stamp Duty at the rate of one per cenf of the market value
of the property upto 31 July 2014 and at the rate of 3.5 per cent of the market
value of the property w.e.f. 01 August 2014,

During test-check of the records of Sub-Registrar Office, Odhav for the period
2018, Audit noticed (November 2019) that the Sub-Registrar Office did not take
cognizance of the recital of the document. The document was registered
(02 April 2018) as a Sale Deed between the seller and the purchaser. As per the
recital of this document, earlier a Development Agreernent for development of
the land admeasuring 24486.51 sq. m. was executed between the then owner
and the developer, which was notarized in January 2007. The Development
Agreement was nol registered, therefore no Stamp Duty was paid. However, as
per the then existing provisions. Stamp Duty at the rate of one per cenr was
required to be levied. Thus, there was a non levy of Stamp Duty of
¥ 13.71% lakh.

On this being pointed out, the Department accepted (July 2023) the audit
observation and stated that document was forwarded to the DC (SDVO). Further
DC (SDVO) 1ssued (June 2023) notice to the party. No further response has
been received from the Department (July 2024).

Bl My, StampsAshan?52/201 58779 dated 24 May 2015,

3 yalus of Plant and Machinery of ¥ 16,91,31,000 + Capiral work in progreas of  93,70,000,

% one per cemi on the market valoe of T 13.71 crore (24486.51 5q. m. x ¥ 5,600 per sq. m. (Jantr
rmtE)).
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?Nun issuance of Demand Notices for recovery of dues resulted in non-
j_realisntinn of Motor Vehicles Tax of ¥ 7.08 crore.

The Gujarat Motor Vehicles Tax (GMVT) Act prescribes that transport vehicles
such as contract carriage™, goods carriage vehicles and non-transport vehicles®
are required to pay tax on monthly/ half vearly/ vearly basis respectively except
for the period where the vehicles are not in use. As per Section 8A (1) of the
Act, n case of delay in payment. interest at the rate of 18 per cent per annum
and as per Section 18 and Commissioner of Transport's (CoT) Circular®, if the
delay exceeds one month, a penalty at the rate of two per cent per month subject
to a maximum of 25 per cent of tax is also chargeable. Section 12 of the Act
authorises the Department to recover unpaid tax as arrears of land revenue.
Section 12B of the Act empowers the Department to detain and keep in custody
the vehicles of those owners who defaulted in payment of Government dues.

The test-check of the Demand and Collection Registers and VAHAN system of
nine’” RTO/ ARTOs revealed that the operators of 1,373 transport®® vehicles
(goods vehicles, omnibuses®® maxi cabs®?, ere.) and 84 pon-transport* vehicles
had neither paid tax nor filed non-use declarations*?, The Demand Notices for
recovery of dues were either not issued to the defaulters or recovery action
subsequent to issuance of Demand Notice as per the provisions of Act
mentionsd above was not initiated by the respective RTO/ ARTOs, This
indicates weak internal control system in the Department. This has resulted in
non-realisation of Motor Vehicles Tax of ¥ 7.08 crore. Besides. interest penalty
was also leviable at the rates prescribed in the Act.

All the nine RTOY ARTOs accepted the audit observations and agreed to issue
demand notices to defaulters. Subsequently, CoT intimated (January 2024)
recovery of T1.89 crore® from 506 cases. Further reply and details of recoveries
are awaited (July 2024).

M Maxicab, botorcab, efe,

¥ Crenes, Compressors; Rigs, Excavators and Loeders, efe.

# Mo, CoT/ Tax DefwolyComp /On/5558 dated 16 MNovenber 2009,

¥ Ahmedabad, Ahmedabad East (Vastral), Bardol, Palanpur, Torbandas, Rajpipla. Surat,
Surendranagar and Valsad,

3 Registered betwreen Angust 1984 and November 2017,

# Any motor vehicle constructed or sdapted to carry more than six persons sxcluding the driver,

M Any molor vehicle congtructed or adapled to carry more than six pemens. bul not more fhan
12 pagsenigers excluding the driver, for hite or rewand,

#l Registered betweesn May 1984 and April 2017,

4 For varions perlods berween 2011-12 and 2018-19,

43 1,88 crore; 449 transpost vehicles and % 3.50 lakh: 57 non-transport vehicles.
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Non-observance of departmental instruction resulted in short/ non-levy of
Entry Tax amoeunting to ¥22.66 lakh.

Under Section 3(1) read with Section 2(k) of the Gujarat Tax on Entry of
Specified Goods into Local Area Act, 2001, there shall be levied and collected
on the entry of specified goods into a local area a tax on the purchase value
thereol at the rates fixed by Government. The Government ol Gujarat fixed the
rate of Entry Tax at 13 per cent up to 31 March 2016 and 20 per cemt with effect
from 01 April 2016 on the purchase value of motor vehicles brought by
specified persons from other States in Gujarat. The Commissioner of
Commercial Tax had requested (September 2003 and October 2015) the
Commissioner of Transport not to release registration documents till payment
of proper Entry Tax. The Commissioner of Transport (CoT) had instructed (in
August 2013 and December 2015) all the RTOs/ ARTOs to recover Entry Tax
in case of motor vehicles brought from other States in Gujarat before
regisiration of such vehicles in Gujarat.

During test-check of the registration records and other records of RTO, Surat in
June 2018 and RTO, Valsad in September 2019, Audit noticed that in the case
of 19 registered vehicles brought from other States between March 2013 and
March 2017, the departmental officials did not levy Entry Tax on the purchase
value ol vehicles while regislermg the said vehicles. This resulted in short/ non-
levy of Entry Tax amounting to ¥ 22.66 lakh.

On this being pointed out. RTO, Surat stated (June 2018) that notices would be
served to the owners of the vehicles for the recovery of outstanding tax and the
RTO, Valsad stated (September 2019) that the matter would be verified from
the records. Subsequently, CoT mtimated (January 2024) recovery of ¥ 10.54
lakh from 10 cases. Further reply and details of recoveries are awaited (July
2024).

Preparation of incorrect estimates led to excess qnantit_v execution that
delayed work completion and extra expenditure of ¥ 1.26 crore.

The Ministry of Road. Transport and Highway. Government of India accorded
(November 2016) the administrative approval (AA) of T48.10 crore for the
widening and strengthening of the Ahmedabad-Paldi-Navapura-Saroda-Dholka
road from km 14/200 to 39/000 under the Central Road Fund to be completed
by 2018-19. The Roadsand Building Department (R&BD) accorded
(February 2017) the technical sanction of ¥ 4824 crore and approved
(March 2017) the Drafl Tender Papers (DTP) for ¥ 45.53 crore for the work.
The work was to be carried out through the office of Executive Engineer (EE),
R&B Division, Ahmedabad (hereinafter called *the Division™),
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The R&BD, Government of Gujarat (GoG) had issued the directions
(July 2012) that the rate for the asphaltl prevailing in the month of approval of
the Draflt Tender Paper (DTP) should be mentioned in the tender papers to be
issued to the bidders. This rate is called ‘the Star Rate’. As per the terms &
conditions of the Tender Agreement {March 2017) issued by the Division. the
price variation for the quantity of asphalt used. is to be recovered from/ paid to
the Contractor, based on the ‘Star Rate® mentioned therein.

The Division awarded (June 2017) the work to the lowest bidder at the quoted
rates of ¥ 27.72 crore against the estimated cost of ¥ 45.53 crore with the
stipulated completion by September 2018. The work was completed (July 2019)
at a cost of ¥ 35.00 crore. The R&BD also approved (December 2019) the
extension of time Limit till July 2019,

Audit observed that during the execution of the work, the Division noticed that
the carriageway of the existing road between chainage 26/600 to 26/950 was
actually 5.50 meter. which was wrongly taken as 7 meter in the original work
plan. In addition, the Division also identified other reasons which warranted
execution of excess items. For this. the Division proposed (March 2018)
execution of the excess items valued at  6.18 crore. Against this, the R&BD
approved (March 2018) execution of excess quantity valued to ¥ 5.83 crore.
Audit analysis revealed that the Division identified the following reasons lor
execution of excess quantities:

* The excess quantity of material was required to augment the road width to
10 meter from actual 3.5 meter instead of wrong estimation of 7 meter.

¢ The construction of Cement Concrete (CC) Road was ¢onsidered in the road
length from Jom 26/250 to 26/950) instead of the asphalt road included in the
original work estimate in order to avoid frequent damaging of the road
during the monsoon season due to water logging.

e The Benkelman Beam Deflection™ (BBD) test, which should have been
ideally done before preparation of estimates, was conducted only in
February 2018 i.e. after award of the work in June 2017. Owing to this, the
Division proposed to provide an additional layer of 50 mm Dense Bitumen
Macadam/ 75 mm Built-Up Spray Grout in the entire road length in line
with the BBD test.

Audit noticed that durmg execution of the work, the Contractor sought
(August 201¥) extension of the time limit to complete the work, citing existence
of underground pipeline and trees along the stretch of the road. Audit observed
that the Division became aware of the fact (August 2018) about the existence of
an underground pipeline of the Gujarat Water Supply and Sewerage Board
(GWSSB) in the road length of 2.5 lan after being pointed out by the Contractor.
As such. the Division initiated the process for shifting the pipeline with GWSSB
in Seplember 2018, ie alter one year of award of the work, which got
completed in June 2019.

. Benkelman Beam Test (BBD) i8 2 tesl meant fur evaluating the steengthening requirement of existing
road using BED technigue. In Benkelman Beam Detlection Test, 4 static load is applied to the
pavement surface and rebound deflections are messored af one or more locadons with use of
Benkelman beam,
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Andit observed that due to preparation of incorrect estimates, change of
specification of the road from asphall to CC after award of work, delayed
conduct of BBD test and improper planning for shifting of utlities led to
execution of excess quantities besides delay in completion of the work. As the
reasons for the delay were altributable to the Division, it had to pay price
variation for the quantity of asphalt based on the *Star Rate’ during extended
time. As per tender documents, Star Rate of asphalt (VG-30 grade) was
¥ 33,577 per metric ton (MT). The Division recovered ¥ 13.46 lakh from the
contractor for 1,626 MT asphalt consumed for the work execuled during the
stipulated time limit as the asphalt purchase rate remained lower (except in
January 201%) than the Star Rate during that period. However, during extended
time limit*> 2.379.46 MT asphalt was consumed that was purchased at higher
rates (except in January. February, and June 2019) than Star Rate. This resulted
mn additional payment of T 1.26 crore, being the price vanation as the purchase
rate of asphalt was higher than the Star Rate during this period.

The Depariment accepted (February 2024) the reasons for delay in completion
of the work. Regarding the road width of 5.5 meter, the Department stated that
the relevant items were overlooked while preparing estimates. As regards
change of asphall road to CC road, the Department stated that though the
necessary surveys and investigation are required to be conducted before
preparation of estimates for road work but due to financial constraints, some of
the required treatment envisaged in such survey are not included in the work
order. Subsequently. if there are overall savings in the work. such left out items
are accommodated at a later point. As such, the CC road which was lefl out due
to financial constraints while granting the AA, was taken up subsequently
during the execution of work.

The Department needs to take action regarding the oversight, which led to
execution of excess items of T 5.83 crore which was 21.03 per cent of tender
cost and consequently extra expenditure due to price variation of Star Rate
amounting to T 1,26 crore.

Irregular payvment of incentive instead of reimbursement (in violation of

scheme guidelines) amounting to ¥ 2.65 erore without any claim made by
the unit or without submission of document

Tn supersession of eatlier scheme*S, the Government of Gujarat (GoG) declared
(January 2017) a revised scheme for Plastic Industry to promote manufacturing
industries in Gujarat with an operative period of 5 years from 01 January 2015,
Under the Scheme, the indusirial units engaged in manufacturing of plastic
products/ items/ articles by using plastic as main raw materials*’ were

%5 From 29 September 2018 10 27 July 2019,

#. Scheme for assistance for plastic indusiry dated JTanuary 2015,

4 Vlastic material means organic polymers of high molecular mass soch as Polyolefin (LLDPE, LDYE,
HDPE, PP}, PVC, Nylon, Polyesters, Polystyrene, Polycarbonate. polvamide (nylon 6, nylon 66}, ere.
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considered. The scheme provides for assistance in the form of Interest Subsidy
and Value Added Tax (VAT)/ State Goods and Services Tax (SGST) incentive
as per quantum below:

(1) Interest Subsidy: Reimbursement of interest subsidy at the rate of
seven per cent per annum oul of the inferest payable on the Term loan
availed from Bank or Financial [nstitutions during the operative period
of the scheme.

(11)  VAT/SGST related incentive: The eligible unit will be allowed
reimbursement to the extent of R0 per cenr of the Net VAT*® paid. This
reimbursement will be available for a period of seven years from the date
of production or the completion of limit of 75 per cent of the eligible
fixed capital investment. The eligible fixed capital investment means the
mvestment made in new building, new plant & machinery, equipment
and/ or imported second hand Plant and Machinery/ equipment having a
tesidual life of minimum five years as certified by Chartered Engineer,
including cost of installation, erection, transportation, electrification and
other related assets (except cost of land, Stamp Duty and regisiration
charges) required for the manufacturing of the product. Para 3.3 of the
revised scheme reiterate that the incentive of Net VAT/ Net SGST shall
be available in the form of reimbursement only,

The Industries & Mines Department also issued (15 November 2018) GR
providing modalities for reimbursement of SGST incentives in place of VAT
whersin it has been stated that Commissioner of State Taxes shall provide to the
Industries Commissioner duly certified copies of returns® as provided under
Section 39 of Gujaral Goods and Services Tax Act, 2017, filed through the
common portal by the eligible unit.

Audit reviewed (March/April 2021) the assistance given by O/o Joint
Commissioner of Industries and General Manager, District Industries Cenire,
Ahmedabad (DIC, Ahmedabad) during the period 01 Apnl 2016 to
31 March 2020. M/s. Sambhav Exim (the Unit) applied (Tuly 2017)) for
seven per cenf mterest subsidy and VAT/SGST incentive under the revised
scheme. The unit claimed an amount of T13.27 crore under the revised scheme
on account of expenditure incurred on actual gross fixed capital investment in
commissioning of the unit, Provisional eligibility certificate (PEC) was also
issued (May 2019) by DIC Ahmedabad to the unit for availing assistance under
the scheme including eligible amount entitled for reimbursement of Net VAT/
Net SGST paid with limit up to T14.40 crore. The unil was disbursed (October
2019) an amotnt of 2.65 erore® as Net VAT/ SGST incentive on ad-hoc basis.

In this regard, Audit observed that the Net VAT/ SGST incentive should have
been reimbursed in seven eligible years only to the extent of 1/7™ of monetary
ceiling in particular year after making e-payment and submission of e-returns
by the unit to DIC, Ahmedabad (condition no. 3.3.5 of the Scheme). However.
m violation of Scheme condition, DIC Ahmedabad has uregularly paid

4% Net VAT/SGST means the tux including additional tax paid on sale of product afier adjusting the tax
credit of tax, incloding Additionnl tax on purchase.

4 Various returns related to input tax credit peyable’ paid electronically by a registered mxable unit.

T 1,326.58 lakh * 20 per cent.
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incentive to the unit amounting ¥2.65 crore, instead of reimbursement. without
any claim made by the unil or without submission of document, /.. e-payment
for payment of VAT/ SGST by the unit. DIC, Ahmedabad also did not obtain
the certified copies of retumns from the Commissioner of State Taxes before
releasing the inceniive. The assel verification for the amount of eligible fixed
capital investment and recovery of the incentive paid is also pending
(February 2024).

DIC Ahmedabad accepted (July 2023) the observation and stated that due to
some misunderstanding in interpretation of the scheme, the officials concerned
had paid the said benefit without getting the necessary claims along with the e-
returns. It further informed that the benefit paid to the party is recoverable and
due notice has been served (August 2022) to the beneficiary vnit for effecting
the recovery. Regarding officials responsible for the ristake, it was stated that
the same are being departmentally examined separately for the said act of
mistake. The Indusiries & Mines Department also accepted (February 2024) the
observation and further informed that duoring the site verification
(November 2023) of the unit, it was found that the unit was non-working for
18 months and all the machinery was transferred to other places. Moreover,
alongwith the Recovery Notice served to the beneficiary, it has also informed
the District Collector for effecting the recovery.

The fact remains that the recovery of the excess mcentive paid is still not
effected (February 2024). Further, the asset verification for the amount of
eligible fixed capital investment is also pending.

Short/ non-levy of compounding fees of T 48.06 lakh on the transportation
of illegally mined minerals

In accordance with powers conferred by Section 23 C of the Mines and Minerals
(Development and Regulation) Act 1957, the Government of Gujarat notified
(26 September 2017) the Gujarat Mineral (Prevention of Illegal Minmg,
Transportation and Storage) Rules 2017, The Rule 22 of these Rules 2017
stipulates that any offence punishable under these rules may, either belore or
after the institution of prosecution, be compounded by the authorised officer®'
on payment of an amount compounded in the manner specified in Schedule IT1,
which also includes Compounding Fees to be levied as described below:

(a) Whenever any person undertakes transportation of any mineral without a
Transil Permil or Delivery Challan. such person shall be lLiable to pav
Compounding Fees at the rate of T 5,000 per tonne.

(b) Whenever any person undertakes illegal transportation of any mineral or
illegal mining or illegal storage thereof, the following Compounding Fees may

S An efficer authorised by the Government 1o perform functions under these rules and having such
Jurisdiction as specified in Schedule T {which [ncludes District Geologist or District Assistant
Geologisi. ss the case may bs).
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be charged in addition to the costs specified in clause (a) above. for releasing
the seized equipment! vehicle/ tools, etc.

Tractor Trolley! Compressor! Drlling Machine/ Wire 00
Saw and Other Tools ete.

2, Half Body Trucks! Small Dupers! Crane ¢le. 50,000

3 Full Body Trucks/ Heavy Dhay Dumpers/ Crusher/ 160,000
Power Hamraer eic,

4, Trolla! Excavalor’ Loader ele, 200,000

During the test-check of records of the Office of Geologist Junagadh, Jamnagar,
Valsad, Dahod and Porbandar viz. Demand and Collection Register/ Notices
issued®™ to vehicle owner/ Challan of cash paid in the Banks for releasing ths
detained Vehicle for the period 2013-14 to 2018-19, Audit noticed (between
September 2018 to July 2019) that in 65 cases, Compounding Fees amounting
to T 48.06 lakhs™ was either short-levied or not levied by the authorised officer
(Geologist/ Asst. Geologist) on the vehicles transporting illegally mined
Ordinary Sand/ Limestone/ Black Trap/ Murram, efe. This has resulted in non-
recovery of Compounding Fees amounting {o I48.06 lakhs (November 2023).

The matter was reported (March 2023) to all the five Geologist Offices,
Commissioner of Geology & Mining and Industries & Mines Department,
Government of Gujarat in March 2023. Out of the five Geologist Offices, four
Geologist Offices, f.e. Jamnagar, Valsad, Junagadh and Porbandar, replied
(June 2023 that they had issued notices (between December 2018 o June 2023)
for recovery of Compounding Fees. The office of the Geologist Junagadh
replied that it has informed Regional Transport Office to cancel the registration
of such vehicle which have not paid the Compounding Fees. The reply from
Geologist Office, Dahod and the Commissioner of Geology & Mining and that
of the Government 15 awaited (July 2024), even after repealed reminders issued
in June 2023, August 2023. November 2023 and July 2024.

. Under Section 24 (1 ){d) and (=) of Mines and Minerals (Development and Regulation) Act, 1957 and
Roleno. 5506, 13and 19 (a) 1o (#) ol Prevention of [egal Minmg, Tremsporiation and Storugs Bules
2003,

¥ Junagadh %9.50 lakh {20 cases), Jamnogar ¥17.69 lakh (22 cases). Valsad 27.75 lakh {11 cases),
Dahod T8.62 lakh [seven cases) and Porbandar ¥4, 50 6kh (fve cases).
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State Public Sector Undertakings (PSUs) consist of State Government
Companies and Statulory Corporations. Stale PSUs are established (o carry out
activities of commercial nature keeping in view the welfare of people and they
occupy an important place in the economy of the State. As on 31 March 2022,
there were 100 State PSUs i Gujarat which included 64 Government
Companies (including 12 inactive companies!). four Statutory Corporations?
and 32 Government Controlled other Companies (including four mactive
companies) (Appendix XII) under the audit jurisdiction of the Comptroller and
Aunditor General of India (CAG).

Out of 100 State PSUs as on 31 March 2022, the audit of 38 State PSUs is
entrusted to the office ol the Principal Accountant General, Audit-1, Gujarat,
Rajkot whereas the audit of the remaining 62 State PSLs is entrusted to the
office of the Principal Accountant General Audit-II, Gujarat, Ahmedabad, In
addition to financial attest audit of 215 financial statements of the State PSUs
whose accounts had been received, 34 units of state PSUs were selected for
compliance audit during the period 2019-20 10 2021-22,

One Compliance Audit paragraph relating to Ujwal DISCOM Assurance Yojana
was issued to the SPSUs and the Department concerned of the Government of
Gujarat in October 2021 with the request to furnish replies. The reply of the
Government and SPSUs have been suitably incorporated in the report.

The Report of the CAG is the product ol audit scrutiny. It is, therefore, necessary
that they elicit appropriate and timely response from the executive. All the
administrative departments of SPSUs need to submit within three months after
their presentation to the Legislature, the Explanatory Notes indicating the
corrective/ remedial action taken or proposed to be taken on paragraphs and
Performance Audits (PAs) included in the Audit Reports of the CAG.

! Insctive Stare PSUs are those which have cenged to carry out their operations.
2 Gujarar Industrlsl Development Corporation. fujarat State Financial Corporation. Gujarat State Road
Transpor| Corporation end Gujarat State Warehousing Corporation.
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Table 4.1: Position of Explanatory Notes on Audit Report related to State PSUs
as on 31 March 2024

2013-14 31 March 2015 3 v | i

Sowrce: Campiled based on explansiory notes received from respective Deparuments of Go,

Explanatory Note for ong Performance Audit paragraph was pending from one
Depariment® as on 31 March 2024, The Explanatory Notes in respect of Audit
paragraphs contained in the Audit Reports for the years 2014-15 to 2018-19
have already been received.

4.1.4.1 Discussion of Audit Reports by the COPU

The status of discussion of Performance Audits and Paragraphs that appeared in
Audit Reports (PSUs) by the Committee on Public Undertakings (COPU) as on
3] March 2024 was as under:

Table 4.2: Performance Audits/ Paragraphs appeared in Audit Reports vis-g-vis
discussed as on 31 March 2024

2013-14 ¥

2016-17 1 10 1

2017-18 1 = = =
2018-19 1 2 . =

Source: Compiled based on the discussions of COPU on the Audit Reports,

The discussion on Audit Reports (PSUs) up to 2012-13 and Audit Reports for
the year 20014-15 and 2015-16 has been completed.

5 Health & Family Welfare Depariment.
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4.1.4.2 Compliance with reports of COPU

Action Taken Notes (ATN) on the recommendations made by COPU that are
included in the reports presented to the State Legislature on September 2022
had not been received (31 March2024) from the Departments/ SPSUs
concerned as indicaled below:

Table 4.3: Compliance with COPU Reports

19" Report of 147 10 8

Assembly
Tuotal 1n 8
Snorce: Compiled based on ATN: feceived on fecomunendations of COPY from the respective
Diepantments of Gol3.

The Report of COPU for which ATN was not received contained
recommendations in respect of the paragraph which appeared in the Report of
the CAG of India for the year 2015-16.

- "“H\_

"

r’Mbﬁa‘nT of Power (Molf), Government of India (Gol) launched Upwal DISCOM
Assurance Yojana (UDAY) on 20 November 2015 with the aim 1o improve the health \

of the State owned Power Distribution Companies (DISCOMs). A tripartite
Memorandum of Understanding (Moll) was entered (February 2016) amongst MoP
(Gol), Governmment of Gujarat (GoG) and GUVNL (on behalf of Gujarat DISCOMs).
As all the four DISCOMs are profit-making and [inancially sound, the DISCOM3
participated in UDAY to further improve the operational and financial efficiency to
enable sustainable operations of the DISCOMs. The State DISCOMs did not avail
any financial assistance for implementation of UDAY.

Aundit noticed that during 2015-23, DGVCL could achieve the AT&C loss targets
during 2020-21, 2021-22 and 2022-23, PGVCL could achivve the targer in 2016-17,
2020-21, 2021-22 and 2022-23, whereas UGVCL achieved the target in all the years
except 2015-16 and 2018-19. MGVCL achieved the targets in all yeavs during 2015-
16 to 2022-23. No action was faken by DISCOMs, except UGVCL, to install smiart
meters. The State DISCOMSs achieved most of the operational targets post completion
of UDAY. Though the identified targets for operational parameters were met with
\ sone delays, these helped the DISCOMSs to improve their operational efficiency.

%
“-H._\_\_\_ e

The Ministry of Power (MoP), Gevernment of India (Gol) launched Ujwal
DISCOM Assurance Yojana (UDAY) on 20 November 2015 with the aim to
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improve the health of the State-owned Power Distribution Companies
(DISCOMSs). The objectives of UDAY were (i} financial turnaround of the
DISCOMs; (i) improving operational efficiency of the DISCOMs;
(ii1) reduction of cost of generation of power; (iv) development of renewable
energy; and (v) energy efficiency and conservation. In Gujaral, there are four
State owned DISCOMS, viz. Dakshin Gujarat Vij Company Limited (DGVCL),
Madhya Gujarat Vij Company Limited (MGVCL), Paschim Gujarat Vi)
Company Limited (PGVCL) and Uttar Gujarat Vi Company Limited
(UGYCL), all of which are the subsidiaries of Gujarat Urja Vikas Nigam
Limited (GUVNL). A tripartite Memorandum of Understanding (Moll) was
entered (February 2016) amongst Mol (Gol), Government of Gujarat (GoG)
and GUVNL? (on behalf of Gujarat DISCOMs), As all the four DISCOMSs are
profit-making and financially sound, the DISCOMs participated in UDAY to
further improve the operational and financial efficiency to enable sustainable
operations of the DISCOMs. Hence, the Stale DISCOMs did not participate in
the component of financial turnaround, financing of future losses and working
capital part of UDAY. and therefore. did not avail any financial assistance for
mmplementation of UDAY.

In terms of the MoU, the State DISCOMs were to undertake various measures,
such as reduction of Aggregate Techmical and Commercial (AT&C) losses [rom
14.64 per cent in 2014-15 to 13.00 per cent by 2018-19 as per the varying
trajectory for the respective DISCOMs; eliminate gap between Average Cost of
Supply (ACS) and Average Realisable Revenue (ARR) by 2018-19; achieve
operational milestones as specified in DDUGTY? and IPDS®; undertake demand
side management, ensure Energy Efficiency. undertake judicious Tariff
measures, employee engagement, Customer Service Strategy, erc. The Go(G, on
its part, was to ensure payment of all outstanding dues from the State
Government Departments to DISCOMs and assist i achievement of all
operational targets by DISCOMSs. Accordingly, the Division-wise fargets under
each DISCOM and the consolidated targets for each DISCOM for loss reduction
were incorporated in the MoU. GUVNL prepared (May 2016) an Action Plan
for DISCOMs to achieve targets envisaged under UDAY.

The target and achievement of major operational parameters are given in the
Table 4.4 below:

Table 4.4: Targets vis-g-vis Achievement of Operational Parameters as envisaged

in the Mol
s Paramete oy R vor—y
| :'_Reducriun in Aggregate Technical and|13.00 per cent [13.55 per cent by 2018-15
jCammmlal lovzses by 2018-19 8.27 per cent by 2022-23
2 %E!iminalt the gap between ACS and ARR byi(-) 0.06 (=) 0.02
{FY 2018-19 (in T per unit} 2018-19 2018-19
{-) 0.01

* GUVML is the helding Company of the four Stae owned DISCOMs,
Dieen Dayal Upadhyey Gram Jwotf Yofara,
& Integrated Power Distribution Scheme,
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3 |Distribution Transformer metering 100 per cent by|100 per cent
June 2017 {2020-21)

4 [Feeder metering 100 per-cent by|100 per cent
June 2016 (2019-20)

5 |Energy auditup to 11 KV level in rural areas: (To undertake  |Undertaken
& |Feeder Improvement Programme for network|March 2017 [2018-19

sirengthening and oplimisation
7 |Physical Feeder Segregation March 2018 (2020-21
8 |Installation of Smarl Metess for all consumers | Tarpet for all
other than agricultural consumers: four DISCOMs
Consumers consuming above 500 uniia’|2 48 [akh 2,715 (UGVCL)
month (in nos. ) December 2017

Consumers consuming above 200 units/month|g 33 jaich
and up to 300 wmits! month (in nos.)

23,233 (UGVCL)

Decembes 2019\Ng  pew  smait  meteis
installed after 2018-19
under the scheme.

9 |Providing LED for domestic and other
caregory consumers under DELF programme|s ga 1 88
through EESL {nos. in crore)
10 |Tarff revision lo offset fuel price meresse | Quarierly Revised guarterly (Note 1)

Source: MoU between MaP, Go(s snd GUVNL. informatian provided by DISCOMs/ GUWNL and DAY
Dashboard,
Note 1: - Az approved by Gujurat Electricity Regolatory Commission,

The DISCOM-wise targets and achievements are detailed in Appendix XTI
The State DISCOMs were able to achieve the targets set for reduction in AT&C
losses, Distribution Transformer metering, Feeder metering, Feeder
TImprovement Programme, and Physical Feeder Segregation, though with some
delays. The DISCOMs individually achieved their respective targets at different
points of lime. The targets for undertaking energy audit, providing LED and
quarterly revision of tariff to offset fuel price increase were achieved. However.
the State DISCOMs did not achieve target for installation of smart meters for
all consumers other than agncultural consumers. Further, GoG could not ensure
payment of outstanding dues of State Government Departments to the
DISCOMSs by 31 March 2016. On the contrary, the oulstanding dues have
increased from T 228.55 crore as on 31 March 2016 to ¥ 42523 crore as on
31 March 2023.
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Audit reviewed the achievement of the operational parameters and the
shorteomings m its implementation are discussed in the succeeding paragraphs.

4.2.2.1 Aggregate Technical and Commercial Losses

As per the MoU, one of the operational parameters was to reduce Aggregate
Technical and Conymercial (AT&C) losses” from 14.64 per cent in 2014-15 to
13 per cent by 2018-19 by the State DISCOMs,

The consolidated target and actual AT&C loss of the State DISCOMs during
the period from 2015-16 to 2022-23% is given in Chart 4.1:

Chart 4.1: Consolidated AT&C losses of state DISCOMs (in per cem)
16.00
15.00

14011

13.00

1200

11,00

1004

.

8.00
2015-16  2016-17 2017-18 2618-1% 201%-20 2020-21 2021-22 2022-23

=——Target Actual

Source: Data provided by State DISCOM=

From the above, it can be seen that the State DISCOMs achieved the target of
reduction of AT&C losses to 13 per cent by 2019-20 which further reduced to
8.27 per ceni during 2022-23. Though the State DISCOMSs did not achieve
year-wise targets in the intermittent three years. the overall AT&C losses
reduced from 15.33 per cent (Pre-UDAY) to 8.27 per cent (Post-UDAY).

ATEC loss Fgure 15 devived From (wo Factos wiz (1) distrbution loss f.e. differences belween input
units and billed vnits and (ii) collection efficiency Lz, amount collecied during the year as against
ameunt billed during the year. )

¥ The consolidated targets of all the DISCOMs were provided m the MolJ for 2015-16 1o 201 8-1%,
Though thers was no such vonzolidated targel provided for 2008-20 but the DISCOM-wise cum
division-wise lorgets wers provided fur the year 2015-20 10 the Annexuee (o the Mol, Funther,
GUWVDNL had intimated {(March 2020) Energy and Petrochemicnls Department (EPD) abowt annual
targets of all the four DISCOMs for the period from 2019-20 1o 2022-23, Audit considered targets
for the years 2020-21 to 2022-23 as intimsated to EPD in March 2020.
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The DISCOM-wise details of targets fixed and actual achievement of AT&C
losses for the period from 2015-16 to 2022-23 is given in Table 4.5:

Table 4.5: Target and Actual AT&C losses of state DISCOMs

Figures in per ceni)

2015-16 929 100,00 .29 9.07 96.90 11.89
2016-17 024 100.00 9.24 B27 95,79 12.14
2017-18 9,19 100.00 219 7.63 9509 11:24
2012-19 9,15 100,00 5.15 7.36 06.62 10.49
2019-20 8,10 10:0.00 210 6.52 D224 1337
2020-21 T.60 10:0.00 7.60 B.79 1114.29 4.24
2021-22 T.45 100,00 745 3.00 100.56 2.46
2022-23 7.30 100,00 7.30 168 100.05 1.63
2015-16 16.00 100,00 16.00 11.68 101.37 10.47
2016-17 15.50 100.00 15.30 10.08 100.82 9.34
2017-18 15.00 100.00 15.00 9.60 100.05 9,56
2018-19 14.50 100.00 14.50 9.12 100.03 9.09
2019-20 14.00 100,00 14.00 B34 D846 275
2020-21 10.50 100.00 10.50 0,96 100.69 .33
2031-22 1025 100,00 10.25 52 100.22 832
2022-23 10.00 100,00 10.00 7.96 100.01 7.95
2015-16 22.00 100.00 22.00 22.58 100.45 2224
2016-17 19.66. 100.00 19.66 19.06 100.07 19.00
2017-18 17.33 100,00 17.33 17.89 99.47 18.32
2018-14 15.00 100.00 15.00 18.95 99 83 19.08
2019-20 14.80 100.00 1480 14.71 9743 16.88
2020-21 18.50 101000 18.50 16.61 10033 16.29
2021-22 17.50 100.00 17.50 15.08 Lof.at 15.07
2022-23 16.50 100.00 16.50 15.89 100.46 15.51
2015-16 9.82 100.00 982 11.04 100.75 10.37
2016-17 9,77 100,00 9.77 £.13 100.35 7.85
2017-18 972 100.00 g 7.6 100.88 6.95
2018-19 9.67 100.00 967 10.03 100.28 978
2019-20 9.63 100,00 963 4.65 99.21 541
2020-21 10.40 100.00 10.40 6.35 10164 4,81
2021-22 10.05 100.00 10.05 5.16 100.30 4,87
2022-23 973 10000 975 533 100.24 4,99

Source: [nformarion funished by the DISCOMs,
Muote: Targets upte 2019-20 provided mn the Mol targeis fom 2020-21 intimated by GUVNL to EPD.

Dakshin Gujarat Vij Company Limited (DGVCL)

It can be seen that during 2015-16 to 2022-23, though DGV CL did not achieve
the AT&C loss targets fixed lor it in the inilial years, later the same were
achieved between 2020-21 and 2022-23, Further, DGVCL achieved the targets
of distribution losses for the period 2015-23 (except in 2020-21) but could not
achieve collection efficiency targets till 2019-20 largely due to lower collection
etficiency of Piplod Division.
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DGVCL stated (July 2024} that the collection efficiency of Piplod Division was
abnormally low due to increase in disputed outstanding amount of one HT
consumer from 2014-15 to 2020-21.

Paschim Gujarat Vij Company Limited (PGVYCL)

During 2015-16 to 2022-23, PGVCL achieved the AT&C loss targels only in
the vears 2016-17, 2020-21, 2021-22 and 2022-23. In 2015-16, though the
Company achieved collection efficiency target, it could not achieve the target
of distribution loss. In 2017-18 and 2018-19, the Company did not achieve any
of the targets of distribution loss and collection efficiency. In 2019-20, the
Company achieved distribution loss targel but failed lo achieve collection
efficiency target.

PGVCL stated (February 2022 and July 2024) that agriculture sector consumes
30 to 35 per cent of total electnicity consumption which depends on vanous
aspects, like rainfall, crop pattern, non-availability of underground water and
surface irrigation. Further, the consumption in agriculture sector varies
according to the quantum and frequency of rain across various parts of Kutch
and Saurashtra area over a period of fime. In a good monscon season.
consumption in agriculture sector reduces and vice-versa. PGVCL also stated
that it was not able to carry out any system improvenient measures, vigilance
activity and installation checking due to resistance by the people in certain areas.

Uttar Gujarat Vij Company Limited (UGVCL)

During 2015-16 to 2022-23, UGVCL achieved AT&C loss targets in all the
years except in 2015-16 and 2018-19. UGVCL could not achieve the AT&C
loss targets in those vears due to non-achievement of the targets for distribution
losses. In 2019-20, UGVCL did not achieve the targets for collection efficiency
but achieved the targets for distmbution losses, thereby the Company achieved
the overall targets of AT&C losses. UGVCL attributed non-achievement of
distribution loss targets to unmetered agriculture connections.

UGVCL stated (July 2024) that during 2015-16 and 2018-19, billing efficiency
was poor due Lo poor monsoon season and hence, target of AT&C losses was
not achieved though collection efficiency was 100 per cent. In support of this,
the UGVCL provided details of distribution loss from unmetered agriculture
connections. UGV CL further stated that if actual consumption is considered.
then UGVCL might achieve the target.

MGVYCL achieved the AT&C loss targets m all years during 2015-16 to
2022-23.
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4.2.2.2 Gap between Average Cost of Supply and Average Realisable
Revenue

The MoU incorporated projected consolidated Average Cost ol Supply (ACS)
per upit and Average Realisable Revenue (ARR) per unit for the State
DISCOMs from 2015-16 to 2018-19. The consolidated target and actual gap
between ACS and ARR per unit are given in Table 4.6 below:

Table 4.6: Gap beiween ACS and ARR of State DISCOMSs during 2015-16 to

2022-23
: (féguras in fg;r i)
2015-16 (=) 0.03 (-] 0.02
2016-17 | -y 004 _ (=30.03
2017-18 -y 0.04 (-1 0.05
2018-19 (=) 0.06 (=) 002
2019-20 Target not fixed under UDAY -1 0.06
2020-21 {-10.03
2021-22 (=] 0.03
2022-23 {-3 0.0

Source: Data provided by GUWNL.
Note: - Wegative figure reflects profitability m the operafions of the DISCORds,

The above Table 4.6 shows that the targeted conselidated gap between ACS
and ARR per unit fixed in the Mol was not achieved in any of the years except
2017-18. However, the targel for 2018-19 envizaged in MoU was achieved with
delay in 2019-20. Further, the gap between ACS and ARR per unit has
decreased to ¥ (<) 0.01 in 2022-23, Thus, the State DISCOMSs were not able to
achieve the targeted profitability as envisaged m the Mol, though the
DISCOMSs were otherwise in profit.

DGVCL stated (July 2024) that it was not able to achieve the ACS5-ARR gap
only in 2018-19 due to increase in cost of power purchased from GUWVNL
without corresponding increase in tariff. Responses from other three DISCOMs
are awailed (June 2024).

4.2.2.3  Installation of smart meters

The Staie DISCOMs were (0 nstall smart meiers for all the consumers other
than agricultural consumers. These consumers were divided into two categories,
viz. consumers with consumption of more than 500 units per month (Category-1)
and consumers with consumption of more than 200 units and up to 500 units per
month (Category-1I), The installation was to be completed by
31 December 2017 and 31 December 2019 for Category-I and Category-I1
consumers respectively. The details of target and achievement of all the four
DISCOMSs is shown in Table 4.7 below:
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Table 4.7: Details of installation of smart meters as on 31 May 2021

mption | Targe (nNos) and_ | Achi

| More than 500 units per month | 2.47.583 (December 2017) | 2,713
| (1.10 per cent)
Category-II  [More than 200 uwits and up o | 6.32.58] (December 2019) 23,233
i {300 units per month | (3.67 per ceni)
Source: Data extracted from UDAY portal. o o

Audit observed that out of the four State DISCOMs, only UGVCL had installed
2.715 and 23.233 smart meters in 2018-19 on pilot basis under Category-I and
Category-1I which was only 1.10 per cent and 3.67 per cent of the target. Other
three DISCOMzs did not take any action in this regard. The target of installation
of smart meters remained unachieved (April 2024) even afler lapse of more than
six years in case of Category-l and four years in the case of Category-II
consumers. This indicates that the installation of smart meters was not focussed
upon.

DGVCL, MGVCL and PGVCL stated (July 2024) that installation of smart
meters is envisaged under the Revamped Distribution Sector Scheme (RDSS).
UGVCL stated (February 2022 and July 2024) that due to higher collection
efficiency in the area, the payback period for the cost of smart meter was more
than 10 years. UGVCL further stated that it was difficult to get data from smart
meters due to connectivity issues in rural areas.

The replies of Lthe DISCOMS are not convineing as the targels for smart melers
were fixed after due deliberations with the DISCOMs.

4.2.2.4 Outstanding dues of State government departments

GoG was required to take measures for payment of outstanding dues of State
Government Departments to the DISCOMs by 31 March 2016, Az on
31 March 2016, the total outstanding dues in respect of water works connections
of vanous Gram Panchayars, Municipal Corporations and Nggarpalikas for
more than three billing periods was T 228,55 crore. It was observed from the
data provided by DISCOMs that the outstanding dues for more than three billing
periods have increased to T 42523 crore as on 31 March 2023  from
T 228.55 crore in 2016. Further, the DISCOMs expressed (February 2022) their
mability to furnish age-wise outstanding dues called for by Audit. The EPD
mformed that it has requested (January 2024) the Urban Development and
Urban Housing Department for payment of outstanding dues of DISCOMs.

106



Chapter 117 Compliance Audit of Siate Public Secior Undertakings
_—

Conclusion

Thus, the State DISCOMs achieved most of the operational targets
post-completion of UDAY. Though the identified targets for operational
parameters were met with some delays, these helped the DISCOMs to improve
operational elliciency.

(BIJIT KUMAR MUKHERJEE)
Principal Accountant General (Audit-11),

Ahmedabad Gujarat
The 07 NOV 2024
Countersigned
(GIRISH CHANDRA MURMU)
New Delhi Comptroller and Auditor General of India

The 11 NOV 2024
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Year-wise breakup of outstanding Inspection Reports as on 30 September 2022
(Referred to in Paragraph 1.4.1)

Appendices

si. [Up to 2017-18] 2018-19 | 201920 | 2020-21 | 2021-22 | Tofal _
I |Legal 184 (491 |6 |10 |4 | 14 | 3| 10 | 10| 45 | 207 | 570
2  |Forest and Environment 332 91 [ I&]'61 [ 3 9 1l 1 2 3 52 | 165
3 |Science and Technology ] 34 |3 | 1)1 8 | 6 |G| @ 14 | 59
4  |Climate Change 3 11 1 3 1| 4 0 ] 0| 0 5 20
5 |Home 195 | 412 | 3 | 5 |2 | 2 | 4|13 |7 |41 [211 473
6 |Ports & Transport 96 | 375 | 15| 104 | 10| &4 | 3 | 36 | 20| 163 | 144 | 762
7 |Information and| 180 (404 [ 1| 3 (0| O | 2| &5 | 0| O 183472
Broadeasting
8 |General Administrative] 75 | 200 |1 | 2 |5 |37 |1 | 2 |@| O | 82 | 241
Department
9 |Legslative and| O G |00 |0l 6|1 ]| & |0]|0 1 5
Parliamentary Affairs
10 |Industries and Mines 129 | 538 [ 27 192 | 15 | 117 & | 17 | 20| 136 | 196 (1000
11 |Roads and Buildings 133 [ 420 |23 | 158 |18 136| 5 | 51 |13 | 89 | 192 | 854
12 |Energy & Pelrochemical] 158 | 408 |41 (319 |25 (174 | 3 | 17 | 4 | 20 | 231 | 938
Department
13 Revenue Depariment
Land Revenue & 45 292 | 15170 | 5 3% | 3 |18 | 5 | 8+ | 73 | 603
Expenditure
Stamp Duty andl 221 [ 674 [22]| 50 [20(123 ]| 3 |17 |3 | 15 | 278|879
Registration Fees
Valuation of Property 24 57 |3]| 5 |6|19 |0 0 |Q] O |33 |8
14 |Finance Department
Goods and Services Tax/| 177 | 296 (43| 99 |42 [135| 1 | 2 |1 | 1 |264 533
Value Added Tax
Insurance, Treasury, efc. | 6 0 S00 O -3 i) - 1|3 | 3|17 )] 13 | 64
Total 1667 | 4781 |220/1215/167| 906 | 37 | 203 | 88 | 614 [2179[7719
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Category wise Audit Universe and Sample Selection in Audit
(Referred to in Paragraph 2.1.3)

‘Any other (ANYOTH)

Omn zecound of assessment/|
provisional  assessment/
appeal’ any  other order
{ASSORD)

Excess balance in
Electronic Cash Ledger
(EXBCL)

3.767

53

Deemed Export (Recipient)
(EXPRDE)

245

Deemed Export (Supplier)
(EXPSDE)

547

Export of goodsiservices-
without pavment of tax fe.
g acgumilated
HEXPWOP) '

8811

272

210

59

Exporl of services with
payment af tax (EXPWE)

778

Tax paid on intra-siate
supply which iz
subsequently held to be
inter-state 2upply and vice
versa (INTRVC)

ITC accumulasted due to
linverted fox  structure
(INYTTLC )

12,958

=K ET

127

On sccounl of supplics
made to SEZ units' SEZ
developers (without
payment of tax)
(SEZWOP)

1,001

26

16

1

On account of supplies
made to SEZ units’ SEZ
developers (with puyment
of tax) (SEZWT)

2568

21

13

Excess payment of fax
(XSPAY)

110




other order (ASSORD)

Excess balance.  in|

3,655

Deemed Export (Recipient)
(EXPRDE)

36

Deemed Export (Supplier)

114

Export of goodsiservices-
without payment of tax fe
ITC accumulated
(EXPWOPR)

2.935

199

199

Export of services with)
payment of tax (EXPWP)

138

Tax paid on intra-state
supply which s
subsequently hetd 1o be
mter-state supply and vice
versa (INTRVC)

ITC accumulated dus to
mmrtc.d fax  slmocture
(INVITC)

9.202

687

687

|On account of supplies
made to SEZ units’ SEZ)
developers (withoul
payment of  tax)
(SEZWOP)

333

24

On account of aupplics
made {0 SEZ units’ SEZ)
developers {with payment
of tax) (SEZWE).

390/

18.161
51.244)

16,
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Refund of time-barred cases

(Referred to in Paragraph 2.1.5.6)

(Amount in T)

Sl vl Dateof | Noof | Date of EGM |  Value of Amount of
No. | Apphis _. -_!"'ll_'ll'h;- ; : Tavoioes vtoas vofenl
1 [December 2017 06 January 04 0%-29 December 1.18.96.5940 16,582,993
2000 20017
2 MNovember 2017 |27 November 03 24 November T3,88.693 17.95,603
2019 2017
F  [December 2017 | 27 December 12 22-27 December 1.92.660.834 13.42,606
019 2017
4 |Januezy to March| 18 May 2020 015 21-28 March 12,84 Bo.B05 5847604
2018 2018
Total 30 16,70,39,272 1,06,68.806
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Other irregularities in issuance of refund

(Referred 1o in Paragraph 2.1.3.48)

Andit ohservation

Exvess paymett of
Tax {X3PAY)

Ot of the three refund cases produced 1o Audit, 1t was
noticed that in one refimd case (ACST-53) the department
allowed refund of 7 two lakh for April 2019 on the ground
of Excess payinent of Tax (XSPAY). The ourward fax
lishility was delermined as ¥ 467 lakh which was also.
shown as paid through ITC, The copy of Electronic Credit|
Letlger also verified the debit of same amount, It implisd’
that no excess payment was made by the applicant, Thus.
there waz an iregular pavment of refund of T two lakh.

Intra-State supply
which is subseguently
held te be Inter-Staie
supply and wice versa
(INTRVC)

“Total no. of z
Processed by | Cases
Aor audit
398 (pre- 04
aufomation))
03 )]

Audit noticed that the taxpayer made an Inter-state supply|
and collecied IGST of ¥ 2.25 lakh. Al the time of payment
of output tax, taxpaver paid the tax under SGST and
ST, The taxpaver rectified the ervor on 08 Janmary
2020 by deposiing the sanount under IGST through Form
GST DRC-03. But, &t the time of filing the refund
application, the laxpaver claimed the refund under IGST
instead of CGST and SGST; and the proper officer
(ACST-9) also sanctioped the refund.  Thus. IGST on
account of the said invoice remained unpaid and the fax
vas weongly credited as CGST and SGST. |
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Diserepancies in the information on swe moru cancellation available with the
Department

(Referred to in Paragraph 2.2.5.1 h)

2017-18 i
2018-19 0
: = B 01920 0
2020-21 29
2017-18 0
2018-19 0
L 1 1 2019-20 a
202031 0
2017-18 7
201819 17
. 3 9 Sootea0 41
2020-21 a4
2017-18 0
201519 2314 550 1910
2 R ETTED 2304 1454 2476
202021 1492 1500 3550
2017-18 3 i 0
301819 360 24 18]
L I T TR 427 93 301
2020-21 22 7T 450
2017-18 2 o 0
3018.19 571 0 315
! 6 | @ [n1e.a0 1032 b 1143
2020-21 14 0 610
2017-18 &7 Mat gvailable Mot availuble
7 It 64 FO01B-19 EEE Mot available Mot available
20159-20 1307 Mot evallable Mot available
202021 1216 Not avallable Not rvailable
201718 44 0 0
[ 201819 563 2% 382
B 14| 35 Fgisan 996 1581 E
2020-21 65T 374 374
2017-18 i 0 ot available
201819 145 316 Not vailable
12 2 | 18 ey 1117 1099 Not svailabie
2020-21 g2 7R Mot available
2017-18 139 0 0
: ]  [20mEn 2143 a7 699
2019-20 2935 1823 5473
202021 1758 1049 1854
Total 19724 15224 20581
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Appendices

Jurisdiction-wise non-production of records

(Referred to in Paragraph 2,2.5.3)

Gihatak 1 (Ahmedabad) 1 1 8.50
(rhatak 3 {I,ﬁthadabad} 2| 1 168.78
Ghatak 6 {Ahmedabad) 1 1 4.08
Ghatak 8 (Ahmedabad) 3 3 8.09
Crhatak 9 {Ahmedabad) 2 2 3.20
CGhatak 10 (Ahmedabad) 2| 1 0.04
CGhatak 11 { Ahmedabacd) 2 2 15.25
Ghatak 12 { Ahmedabacd) | 1 0.00
Ghatak 14 ( Ahmedabacd) | 1 0.33
Ghatak 17 ( Ahmedabacd) | 1 0.54
Chatak 18 ( Ahmedabac) | 1 3.84
Ghatak 21 (Ahmedabad) 1 1 0.74
Ghatak 26 ([Timatnagar) 1 1 1.50
Ghatak 27 (Modasa) 1 {1 0.00
Ghatak 29 (Prantij) 1 1 35.73
Ghatak 30 (Mehsana) 1 1 .01
CGihatak 33 (Kadi) 1 1 382
Ghatak 49 (Nadisd) 2 2 031
Ghatak 55 (Bharuch) 2 2 12.47
Ghatak 57 (Surat) 1 1 .67
Ghatak 58 (Surat) 1 1 .02
Ghatak 61 [Saral) 1 1 1.60
Ghatak 63 (Saral) 2 2 0.93
Ghatak 64 (Sezal) 4 3} 239
Ghatak 65 (Suaral) 1 1 0.94
Ghatak 68 (Sezal) 1 1 0.02
Gihatale 72 (Navsari) 1 1 .44
Ghatak 73 (Vapi) 1 1 0.29
Ghatak 78 (Mahuva) 1 1 1687
shatak 8% (Rajkot) 1 1 054
Ghatalk 92 (Rajkot) 1 1 0.62
Crhatak 93 (Rajkot) 2 2 1.87
Ghatak %4 {Gondal) 2 2 .66
Ghatak 98 (Jamnagar) 1 Ei 0.72
Ghatek 102 [Bhuj) 1 1 0.47
Ghatak 103 (Gandhidham) 3 3 1.54
Grand Total 49 319.92
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Cases of data entry ervor in detailed andit

(Referred to in Paragraph 2.2.5.3 sub-Paragraph I.A.b.)

Natur of data entry error

4AAGCGIZI0BIZO

Unit-26,
Himatnagar

The taxpayer had shown % 4.98,63.736 in Table A of
GSTR ¢ which reflecte the total amount of ITC availed
through GSTR 3B and is sum of Table 44 of GITR 3B. The
value of Table 6] (zam of 6B to 6H) of GSTR % was nil.
There shall ideally be no difference between Table 64 and
51 6f GITR 9 because the data in A i3 auto populated Gom
8T 38 and Table 68 o 6H of GSTR S iz a mew
classification of ITC availed in GETR 3B into input, imput
gervices and capital goods. Wherses thers was s negative
value of T 499 crore in Tuble 67 (Table 61-64) of GETR 5.

The proper officer stated (Apcil 2023) that the taxgayer had
made data entry etror doring filling of GSTR 9. Dus to data
entry siror no vahie was punched in Table 6B to 6H resulting
in negetive valus in Tabls 67 of GETR 9

The maxpayer in GSTR 3B had shown exempted’ Mil rated
supply of ¥ 1.57 crore (Table=3.1C) and taxable turnover of
T24.71 crore [Table SN} m GSTR 9, As per Fule 42 of
GGST Rules, 2017, ITC availed on total tumoyer was
required 1o be proporionstery reversed. IHowever. the
tzxpayer had not ceversed any ITC in Table 7H of GETR 9.
Thizs resulted in non-reversal of ITC on commeon inpuis for
taxable and exempied Bl rated supplies. The proper officer
replied (April 2023) thet exporl sales (Zero rated) without
paymenl of tax of T 1.57 crore was wrongly entered 25
exempl! Wil rared supply in GSTR 3B (Table 3.1C) in
November 2017 The tavpayer had nol made any Exempt/
Nil rated supply. Thus, question of reversal of [TC does mot
arize.

The tuxpayer availed [TC of 3 34.99 crore a5 per GSTR 3B
and GETR 9, However, as per Table 3 & 5 of GETR 2A the
admizsible ITC was ¥4 crore, Thus, there was excoss

-availmenl of ITTC of T0.9% croie. In mesponse, the JOST

replied [May 2023) thal excess availment of ITC wag doe o
not showing ITC of imported poods for which 1GET
¥ L.03 crore was paid by the taxpaver, Hence, this
discrepancy was due (o data entry emor.

24AGNFPRIRIINTA

Unit-64, Surat

The taxpayer had shomm tumever of 3 11,38,02,71,38.007 iIn
GETR 3B of August 2017 which spparently seem 1o be data
eniry erroi. However, m the ubsénce of reply fom fhe
Depaitment Audit could not asceriain (ke above face

F4AANCATTIZZF1ZS

Unit-33, Kadi

STO-1 (Unit-33. Kadi) replied (October 2023) that dus to
data entry error, while tiling GSTE. 3B for the month of
March 2018 additional sredit was claimed by sdding onc

extra zevo m ITC figure wihich was reversed in Apnl 2018,

120




Appendices

Gsr ‘Name of Unlt Nature of data cnery error

Az per Table 403 of GSTR 9 the iwovard suppliss on which
tax i5 10 be paid on reverss chargs basis was ¥ 33,922 which
was lesg than the ITC of 3 76,12,749 availed in Table 6C,

i = &I, 6F of GSTR 9. Thig resulted in excess avalling of TTC
#AAADFLBGASHIZT | Umit-03, Swdt | - Je; Ren of £75.76,227. JOST Division 7, Surat replied
(Jung 2024) that the taxpayer erroneously reported ITC of

£75,76.827 perfaining to import of goods s import of
gervicesin GETR .
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Mismatch in claim of ITC as noticed between returns

(Referred to in Paragraph 2.2.5.3 sub-Paragraph I.B.c)

ITC mivmaieh beveen GSTR 24 and GSTR %
ITC wronnting to & 233,13 crore was decloved in GSTR 9 (Table 68 + 8C — TH) but ITC as per GSTR 24
wags T 219.99 erove.

(One office’ In one case accepted (Tune 2024) the oudit observation and recovered excess TIC of ¥ 7,594,665
One office? inanother case recovered {August 2023) ITC of T99.170 along with mtevest (¥ 45.120) and
penalty (3 7,066) and for the remaining amount of 2 10,598,380 gtaled (Jurie 2024) that one of the suppliers
had erroneously shown the B2B supply a5 B2C in his GSTR 1,

In ane case (Z4AATCP2964L1Z0), under ACST Unit-8, Ahmedabad, the Deparimen| informed (Tuly 2024)
that DRC 22 (Provizional atiachment of properiy) has been issued for recovery, Theee offices™in three coges
{June 2024) izsued DRC 07 to the taxpayver for recovery of excess ITC availed. Out of these in ane case
{([24AABFDA400A 1 ZT) the taxpaver Aled appeal against the order.

One office® in one case replied [April 2024) that the taxpayer had claimed ITC of T 1.05 crore, Out of this ITC
of T 51.34 lakh was reversed in Table 7C of GSTR 9. Hence, the taxpayer had not claimed excess ITC. As the
{axpayer had zxempted supply of 1,18 grore in Table 510 of GSTR ¥ for which theie muy be the seversal of
ITC under Rule 42 shown in Table 7C of GSTR 9, in the absence of detailed working, Auvdit could not
ascertam the reversal on sccount of nusmateh i ITC and exemipted supply

Cme office’ i one coze replied (June 2024) that ITC ag per Table 34 of GSTE 9 war'T 53,57 lgkh. However,
ag per Audit; TTC in GETR 2A was T37.42 lokh. Further, ITC of T 75.77 lakh on bmport of goods vas not
reflected in GETR 24 Reply was not comvincing as in the comparison statement [TC of GETR 2A was T 3742
lakh and that Audit has not considered ITC on impor of poods in the audit observation.

One office® in one case feplied (June 2024) that in response to DRC 01 issued on 30.09.2023 the {agpayes had
reconciled the figures. However, no reconcilistion statement was provided to Audit.

One office” in one case replied (Juno 2024) aRler considering amendment by ons supplier in GSTR 1 of
April 2019, and two suppliers declasing thelr invoices B2C instead of BIR in GSTR 1, there wag difference
of ITC of ¥ 10,%46 which was paid by the taxpayer through DRC 03. However, in the absence of documentary
evidence Audit could not verify the facts,

One office® replied (June 2024) that excess ITC claimed was reversed by the (sxpaver through DRC 03 on
235112023, Tn one case’®, the Department replied (Fuby 2024) that demand of T 1.55 crore had been raised.

In one case, ™ the Department replisd (Tuly 2024) that as per reply of the taxpayer in DRC 06 of SCN, there
was excess 1TC available in GSTR 9 Table 8A than ITC clabimed in GSTR 3B, The ieply i8 not convinding as
total ITC of £ 68.32 crore was available in GETR 2A a5 per comparisonstatament. However, [TCas per GETIU
O Table BA wad T 6R.80 crore. The reply was silent on difference of ITC.

In one case'’, the Departmen! replicd (July 2024) that during Audit wnder Seclion 65, the laxpaysr provided
recancilintion statement of financial years 2017-18 and 2018-19 to ascertain the exact amount of [TC of FY
2017-18 claimed in FY 2018-19. Further, the taxpayer was provided with the list of invoices showing i the
purchase register but not showing in GSTR 24 The taxpayer agreed 1o reverse the [TC not ghown in GETI 24
and paid the amount through DE.C 03, However, the copy of reconciliation statemoent sod DRC 03 was not
provided with reply.

1 ACST Unit-03, Rajkot (24 AADCVSI43B120Q).

2 ACST Unit-94 Gondal (24AAJFR7950971Z7),

ACST Unit-92, Rajkot (24ADKPP3BSENIZY). ACST Unit-34 Gondal (24 AARFD4400A1ZT), ACST Unit-103,
Gandhidham, (24 ABUPAG603T1 Z1).

ACST Unii-72, Navsari (24 AABCDO223G1ZF),
ACST Unit-63, Surat (24 AADFL8645H1Z7).

ACST Unit-103, Gandhidham (24ADBFSS944B1ZC).
ACST Unit-58. Surat (24ACUFS2333J1ZT).

ACST Unit-37. Sural (24AAKFB2820P 1 ZC).

ACST Unit-9, Ahmedabad [24AABCD361101Z0).

0 ACST Unit-9. Ahmedabad (24AABCIRUSSH120),

" ACST Unit-11. Ahmedabad (24AAACAS274F1Z8).

o o -3 o Wh B
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In one case' the Department replied (July 2024) that 25 per Table 8A of GSTR 9. ITC was ¥ 3.56 crore.
However, the taxpayer claimed ITC of € 1,44 crore {excluding roversal of ITC) in GSTR 3B and [TC of ¥ 1 .83
crore cleimed in subsequent financial yesr Wotaling 1o ITC of T 3,27 arore, Theteloge, tie t3xpaver had excess
ITC available in GETR 2A than claimed. The reply is not convincing as total ITC of ¥ 2,15 crore was only
available in GSTR 2A as per companison slatement.

In one case' the Department replisd (July 2024) that the taxpayer had paid excess tax of ¥ 18,55 lakh in GSTR
38 than the liability shown in GETTR 9. After giving this nentrallzation effect, there was no excess [TC claimed
by the taxpayer. The reply 15 not convincing as the taxpayer 15 an air deket agent. The wumover shoold be
calenlated in accordance with Rule 32(3) of GGST Rules, 2017, However, the Departmeant did not provide the
details of tax hability of the texpayer. Hence, sudit could not ascertained the correct liabitity and payment
thereof by the taxpayer,

These cases were brought 10 the notice of the Department (between Joly 2022 and February 2023}, Out of 25
casas, replies in ramaining nine ceses were awaited {July 2024).

ITC mismarch hetwveen GSTR 24 and GATR 38,

ITC amaumiing to T413.29 crove was declared in GSTR 3B (Table daf5) + 8C of GSTRY — 4l2) of
GSTRIB) hut ITC as per GETR 24 vurg ¥ 241.65 crore.

One officc™ in one case replied (September 2023) that excess ITC of 2 24.11 lskh was recovered. The
josisdictional JUST in two cases' replied (Ocrober 2023 and Apil 2024) that DRC 01A/ DRC 07 had been
issued.

One office!® in one case replied (December 2023) that there was no mismatch of ITC as ITC in GSTR 3B was
10,10 coore and ITC a5 per GSTR 2A was T 13,20 crare and ITC of 2017-18 clammed fn 2018-19 was T 3.02
crare, The reply is not convincing as ITC as per Table 4A(3 ) of GETR 3B wes ¥ 1317 crore and TTC of 201 7-
18 claimed in 2018-19 was T 5,02 crore. Hence tolal ITC of T 16:1% vrore was claimed for (he peciod 2017-
18

One office!” in one case replied {June 2024) that the difference of 2 15638 crore between GSTR 3B and
GSTR 2A was dug to IGET paid on import of services which was not reflected n GSTR 2A, ITC availed on
import againgt bill of enivies which are not reflecred in GETR 2A. The reply is not convincing as Audil has
not taken into account ITC on imported goods and services but instedd only considered all other ITC in Table
4A(5) of GETR 3B,

Cne office’® replied (Tune 2024) tiat the taxpayer had paid ¥ 11,583,010 through DRC 03 en §05,12,2023, owt
of which ¥ 3,28.352 15 due to excess availlmeni of ITC,

In cne case'™. Department replied (July 2024} that Audit under Sectiom 63 of the taxpayer bas been completed.
The audit observations were included in Sl Wo 7 & & of Par-111 of the Audit Repost. The vepification of Audit
Report revealed that the referred 81 Nos. relate to [TC mismateh between annual return and financial statement
and ITC availed for expenses and ITC declared in GSTR 2. The audit observation was related to mismaich
of TTC as per GETR 3B and GETR 2A.

Tn one case™ the Department replied (Tuly 2024) that the taxpayer had TTC of ¥ 71,77 280 on imported goods
(ITC claimed of T 42,84 44,680 and excludimy [TC reversal of T 42,12.66.8000 and ITC of T2,00.22,529 fe
import of services. The taxpayer had paid differential tax of ¥ 5.07.136 through DRC-03 dared 22.12,2023. [n
the asbsence of detailed workmg' reconciliation statemment the facts could not be verified by Audit. The
Department also did not provide docwmentary evidence of import of goods and services and reversal thepeof.

Out of 10 cases. replies in remaining twao cases was awaited [July 2024).

12 ACST Unit-6, Ahmedabad (24AAACOD 91 M4ZE),

B ACST Unii-8, Alrmedabad (24AABCP1545K 171,

M ACST Unit-49 Madiad (24FMXPS3460QTZV),

5 ACST Unst-1: Ahmedabad (24ANKPS925 INIZ8). ACST Unit-23. Rajkot (24AAGCR1164HIZE),
4 ACST Unit-1§ Ahmedabad [24AAKCM 185 I LIZT)

1T ACST Unit-5, Almmedabad (24AAACR2IES4GTZT),

1 ACST Unit -103, Gandhidham (24ACMPPYTE2G1ZZ).

"# ACST Unit-11, Ahmedabad (24AAACGI9IETIZM).

H ACST Unit-8. Ahmednbad {24AANCA4681K1ZB),
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Remarks

Mismarich in ITC availed wmder ROM,

Table 3.1 fd) of GSTR 3B which containg the details of Imward supplies that ave lable to reverse charge
s compared with RCM ITC shown in Table 6C, 6D and 6F of GSTR 9.

The discrepancy in two cases? in two nits were brought 1o the notice of the Department (between July 2022
and Februasy 2023), The replies m both cases were awaired (Tuly 20247,

I ACST Unil-55. Bharuch (Z4AAACG1200T3Z0) and ACST Unii-63, Sural (24 A AOFK 1 | T6H1Z5),
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Short levy of Premium Price
(Referred to in Paragraph 3.2)

Serial Number of Table 3.1: 1,2 and 3

The Government Resohwtion dated 3 December 2011 provides that in the case of conversion of
land under new and restricted tenure to old tenure for residential! indusirial/ commercial
purposes, where the rate for the survey pumber 1s not prescribed in the Jamor:, toved thres! four
tirnes of the agriculteral rate of the same survey momber of the property, respectively should be
considered for the purpose of levy of premium: The rates so amved at should not be less than
the rares provided in the previous Saneri effective from 1 April 2008 to 31 Magch 2011,

Audit observation: In these 11 cases (pomied out by Audit between October 2018 and
July 2021 ) of conversion of new snd tesiricied tenore sgricaltoral lend to old tenure
nop-agricultural purposes, the Collector office adopted Jannd rates applicable siﬂce!
18 April 2011 which were lower than the rates effective in the earlier Jawiri upto)
31 March 2011. Adeption of lower Japrri rates has thus resulled in non-complisnce to the GR
dated 03 December 2011 and shorl levy of Premiom Price of T 25803 lakh,

O this being pointed out, the Department replied {Tune 2024) that encumbrance entry liad been
miade (August 2023} in the Land Records in respect of two cases (of village Miroli, Talulka
Diaskroi) involving premium of 2 8.33 lakh,

Serial Number of Table 3.1: 4

Audit abservation: In ane case {pointed out by audil in January 2019) of copversion of land
measuring 7.660 sq. m. at Village Ramol, Taluka Vatva, District Ahmedobad from new and
restricted tenure (o old tenure for residential porpose. the Collector office had deducted
1,500 gq. m. area of lapd {acquired for construction of approach and link rosd fo Expressway in
Bdarch 201 7 based on Village Form VI entey) from the original plot area of 14,266 sq, m. before
arriving #l final plot area (after further deduction of 40 per cent of area). This was irmegular
because the area acquived for constroction of approgch road and link road to Expressway was|
already included in 40 per cent area deductible for iraplementation of TP scheine. The Collector)
office was reguized Lo adopt 8.560 2q. m. land for calculation of Premium Price. This haai
resulted in short levy of Premium Price of $21.24 lakh

Serial Number of Table 3.1: 5, 0, and 7 _ _ . .

Asg Jeniri effective from 18 April 2011 has two category of rates for the urban areas viz ‘opzn
plot ates” and “open plot rates (indusizial)’, the Revenue Depaitment issued a Coeular dated
5 Jamuary 20135 to clear the ambiguities in choosing fantri rate from the two categories for levy
of premium for conversion of new and restricted tenure Jand to old tenure industrial purpose. As|
per the Circular, premium for conversion of agricultural land in urban areas under new and|
estricied (enure (o old tenure for any non-agricultural use shall be charped based on the ‘open
plot rates™ provided in the Santri offective from 18 April 2011,

Audit ohservation: In eight cases (pointed out by audit between October 2001 7 and November
2019} of conversion of new and restricted tenure land to- old renure industrial purposes, though
the Revenue Department issued clasification regarding the levy of premium baged on the *open,
plot® tales mentioned in the Janiri, the Revenne Authorities sdopted the Jantr tules spplicable
for *open plot (industrial)® which were lower in comparison ta the “open plot’ rates. This has
resulled in shori levy of Fremium Price of T 18528 Talch.

The market value of the property for levy of premium is determined in sccordance with the
Jawntri Tates and subject to the conditions prescribed therein.
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|Andit ohservation: Inone case (pointed out by audit in Janmary 2019), the Collector office had
|granted permission 1o convert new and restricted tenurs unirrigated agricultural land measuring
125,152 sq. m. (falling under Corporation’ Auntherity arsa) of village Naghedi, Jamnagar rural
{taluka, o old tenure for agriculture purpose by charging Jfomiri rate of T 373 per sg. m. Audil
|nipticed thar the rates of survey numbers of Naghedi village of Tammagar vural talulcs appear in
Iboth urban and rural Janeri, As per the rural Jantri, the rate of land was T 750 per sq, m. which
{was higher than the rate mentioned in urban Jewmtri. Thiz indicated anomaly in the Jawntei 2011
land accordingly higher rate mentioned m rural Jaagi was required to be applied to calculate the
\premium chargeable in this case, Adoption of incorrect Jemzri rate has thus resulted in short levy
{of Premium Price of T 23.54 lakh,

Serial Number of Table 3,1: 9,10, 11 and 12

{Superintendent of Stamps (58] vide circular letter dated 30 Apnl 2001 instructed all Dy,
(Collectors {Starup Duty Vatuation Office)/ Sub Registrars that if any city survey/ block! reventie
survey numbier of urban or rural areas ag the case may be is missing in the Janri, then the markel
ivalue of the property shall be determined based ou the rates of the adjacent survey/ block
inumbers available in the Jasri for the grid’ value zone map in which the missing city survey/
{block! revenue survey number is falling.

| Audit observation:

(1) In 10 cases (poinled oul by sudil in Apnl 2017) of conversion of land measuring
13,20,716 sq. m, situated at various villages in Dist. Kutch-Bhuj from new and restricted tenure
{to old tenure for non-agricultural purposes. the Janmi rates of the survey/block numbers were
|migsing in the Jamiri, The Department was required to adopt the rates of the adjacent survey/
{block mumbers falling i the same grid! value zone mep of the missmg survey’ block numbers.
|However. the Department adopted incorrect’ lower Janrri rates applicable for survey/ block
{numbers which are outside the grid/ value zones, This has resulted in short levy of Premium
iPrice of T 66.38 lalh.

{{it) In one case (pointed out by audit in October 2018) of vonversion of land measuring
{dd 540 sq. m, situated al village and talule Lunawads of Mahissgar Dismet from new and
irestricted tenure to old tenure for agricultural purpese, it was noticed that the survey namber
430 was shown in three different value zones with three different rates. Audit noticed with
ireference to the grid map that the survey numbes was falling in the value zone having rate of
1T 1025 per-sg. m. However, the Depariment adopted the rate of 423 per sq. m. for caloulzting
{the Premivm Price chargeable for the land. This has resulted in shert leyy of Premium Price of)
£ 66.81 lakh.

|(itt) In one cage (pointed out by sudit in July 2021}, tenure of agricultural land measuring
127,013 5q. m. siuated 3t Survey No, 695 (falling in value zone 64/0/27 or 64/0/2/H) of village
{Sanathal. Taluks Sapand, was changed for ‘residential”® purppse. Since, the land was situated in
lurban area, rate applicable to ‘open plot® was required to be adopted, ITowever, the Collector
{adopted (August 2019) two times of sgricultural rate (¥ 1.000/-) and levied premium by
|congidering rate of 2 2,000/~ Incidentally, rate for *open plot” was nol available in the Janiri for
{the Survey No. 693, Thus, as per clarification issued by the 88 in April 2011, rate of “open plot’
|prescribed for the value zons 64/0/2 or &4/0/2/H. as the case may be (T 2,050/~ for both the
izones) was required to be adopted. Thus, non-adharence to the clarificaiion issued by the 85
jand comeequent gpplication of lower rale resulted in short levy of premium of T 5.41 lakh

{On this being pointed out, the Department replied (June 2024) that encumbrance entry had been
Imade (August 2023) in the Land Records for the ohjected amount,

(iv}) In one case (pointed out by audit in July 2021) of changs of tenure of agricultuzal land
|maessuring 7,815 sq. m, situated al Survey No. 78 (New 283) of village Bhat. Taluka Dagkroi
|for Tesidential purpase, the Collector adopied (September 2019) rate of T 410/~ Tncidentally,
fra'fe's for pon-agricultaral (NA} purpose for the said survey pumber were not available in the
Wanitri, As such, 2s per clarification of Aptil 2011 of the S5, the iate for "residential’ purpose of]
{the nearby survey number namely 79, 80 and 81, ie ¥ 505/~ was required (o be considered.
{which was not done, This tesulled in short levy of premium of T 2.97 lakh,
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On this being pointed out. the Department replied (Tune 2024) that encumbrance entry had been/
made {ﬁuEust 2023) in the Land Records for the Db.je::ted amonant,

Number of Table 3.1: 13, 14 and 15

As per the GR dated 04 July 2008 read with Ciroolar dated 05 January 2015, in case of :hange]
in tenure of land, sitvated in urban areas, for NA purpose, rate applicable to ‘Developed land’/
"Open plot” are to be adopted Lrespective of the purpose of tenure change. In rovel areas, Janir
rale spplicable to the non-ggricaliore use ie., resideniial’ mdustasl! commereial, as the case
may be, i8 to be adopted.

As per Clause no.15 of Circular®? dated 07 March 2019 read with clarification dated 22 October
2019 and rectification Clircular dated 22 May 2020, in wban areas rates of “open /developed
tand” ig to be adopted for change in teoure for “residential’ or “‘commercial’ purpose wheress
rates of “industrial open plot® 15 to be adopted for “industial’ mepose. However. rates of “open
!developad land® are to be adopted in case rates for “industrial open plot® are not available. [“1
case of rural areas. the Jamii rate applicable to the non-agriculture use ie.. residential/|
industiial/ convmercial is to be adopted. However, in cage of NA permission for “multipurpose’
use, promium i roquited to be paid at the highest Jamted rate for the village! survey nomber.

(1). In three cases (pointed out by audi in Nevember 2019) invelving land measuring
26,201 sq. m. situated at villages Dudhal and Aldesan of Taluka Kadi, though the land owner
had applied for change of (enure for Industrial (fwo cases)’ Commercial (one case} purposs, the
Callector, Mehsana hed moeorrectly adopled (orders issued between May and July 2019) rale
applicable to residential purpose. Similarly, in one case {pomted out by audit in November 2019)
of change in tenure for residential purpose of land measoring 7,39% sq. m. situated at village
Bavlu, Taluka Kadl the Collector, Mehzanh Incorrectly adopted zate of T 273/~ applicable (o
agriculture purposs instead of rate of 3 445/ applicable lo residential purpose. Thiz resulled in
short levy of premiium of  17.24 Takh in these four cases.

On this being pointed out, the District Collector, Mehsana replied (September 2022) that
encumbrance entry had been made (March 2020) in the Land Records for the amount of
T 6.67 lukh i onc cuse. In the remuining three cases, the Collector stated (September 2022 ) that
premium was levied at the rates applicable to residential purpase as per Cireular dated 07 Maich
2018,

The reply of the Collector iz nol sustainable as in the three cases the applicanis had applied for
change in tenure for specific purpose of industtial! commercial use and ordess were issued
accordingly, Thus, rates applicable to the specified purpose were (o be adopted,

{ii). In 41 cases involving land measurmg 449,907 5g. m. situated at 18 villages® of seven
Talukas™, though the land owner had applied for change of tenure for Industrial (37 cases)/
Commercial (three cages)’ Rezidentisl (one case) purpose, the Collector had either adopled rate
applicable to residential purpose (33 cases) or adojted incorrect rates (eight cases). This resulted
in short levy of premium of T 2,53 crore.

i this being polnted out, the Department replied (Tune 2024) that encumbrance entry had been
made (July 2023) in the Land Records in respect of one case (village Mundi Taluka Dholera;
mvolving prenuun of T 3.47 lakh,

(iti). In 25 cases invelving land measuring 3,80.757 sq. m. situated at 14 villages® of six
Tatukas™, the Collector granted permission for change of tenure by recovering premium at the
rate: applicable to ‘residential’ (24 cases)’ ‘industrial’ (one case) purpose. However,
subsequenily thess applicants were granied permisgsion undsr Gujurat Land Bevenue Code
{GLRC) for convarsion of Tand use from agriculture fo “multipurpose’ NA use. As such, in vicw

£ Wa, NST/102006/571/7 (part-2).

#* Balrol-Bujrang, Bhst, Bhavds, Bhayls, Changoder, Dastana. Kochariya, Knbe, Maflipur, Meopura, Miroli, Moraiys,
wundi, Od. Paldi-Kanka), Pagun, Rajoda, Vagana Chacharavadi

* Bavla, Deskroi. Dholera, Dholka, Mondal, Sanend, Viramgam,

** Bolerol-Bujrang, Bhat, Daclang, Dhamatven, Jalisana, Kadipor, Kalana, Kuha, Miroli, Nidhrad, Paldi-Kankaj, Rohiks,
Sitapura, Vasana Chacharavadl

# Bavls, Diaskroi, Dholern, Mandsl, Sanand, YViramgam.
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tof the Circular dated 07 March 2019 and subseguent clarification dated 22 October 2019 and
[rectification dated 22 May 2020, the Collector wag required to recover differential preranm by
lepplving highest raie for the village’ survey number while giving permission inder GLRC
iwhereas cases, where permission had already been given under GLRC before issuance of]
{clarification/ rectification by the Government, wera required to be reconsidered swo more for
irecovery of differential premium. Howsver, no such differential premium was recovered by the
iCollector. This resulted m short levy of premium of T 3.37 crore.

{The Revenue Department stated (June 2024) that premium was levied at the rates applicable to
iresidential purpose as per Circular dated 07 March 2019,

{The reply of the Department {3 not acceptable as the Department itzelf vide its clarfication of
{October 2019 and rectification Circular of May 2020 had specified that in ¢ase of ‘multipurpose’
';_NA use, the maximum rate for the survey number! village was to be adopted.
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Government Controlled other Companies

(Referred (o in Pavagraph 4.1.1)

BLNa | Name of Government Conirolied ofher
1. Marmada Clean Tech

2, Satigam Clean Initiative

3 Crujacat Ports Infrastructure and Development Company Limited
4. GSPC (JPDA) Limited

5, GSPC LNG Limited

&, GSPC Offshore Limited

T GSPC Energy Limited

B, Gajarat Industrial and Technical Consultancy Limited

o, Crzjarat Stale Pefronet Limited

10, Craj Info Petro Limited

11. Dahej SEZ Limited

12, Sabarmati Gas Limited

13, Ci5PL India Gasnet Limited

14. GSPL India Transeo Limited

15, Crujaral Gras Limitad

16, Bahucharaji Rail Corporation Limited

17, G-ride Bedi Port Rail Limited

18, Smart ICT Services Privare Limited

18, Gujaral Intemational Fingnge Tee-Cily Company Limited
20, GIFT Wales Infrastructure Limited

21, GIFT Distriet Cooling System Limnited

22, GIFT Collective Investment Management Company Limited
23 GIFT Power Company Limited

24, GIFT SEZ Limited

o5, GIFT Waste Management Services Limited

26, GIFT ICT Services Limited

27, Infrastrucoiee Finance Company Gujarat Lirited

28, Grujaral State Machine Tools Corporation Limired

29, Gujaral Trans-Receivers Limited

30, Maini Coal Company Limited

31, Gujaral State Energy Generation Limited

33, GSPC Pipavay Power Company Lamited
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