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CHAPTER - II 

GOODS AND SERVICES TAX &  

TAXES/ VAT ON SALES, TRADE, ETC. 

2.1 Tax Administration. 

Department of Taxes is the major source of revenue of Government of Kerala, 

accounting for the 3/4
th of its revenues. The main goal of department is to ensure 

voluntary tax compliance through transparent and simplified procedures; to 

eliminate corrupt practices and embracing relevant technology for seamless 

accessibility to services. The main activities of department are collection of tax, 

registration of dealers, recovery of arrears of tax, prevention and detection of 

tax offenses under a series of legislations enacted by the State and Central 

Governments. The critical functions of department such as filing of returns, 

payment of tax, issue of statutory forms, declaration of consignments etc., are 

now fully automated.  

Goods and Services Tax (GST) Act, Kerala General Sales Tax (KGST) Act, 

Kerala Value Added Tax (KVAT) Act, Kerala Money Lending Act, Luxury Tax 

Act and Agricultural Income Tax Act are administered by department. The 

Commissioner, SGST department is the head of the SGST department who is 

assisted by Additional Commissioner, Joint Commissioners (JCs), Deputy 

Commissioners (DCs), Assistant Commissioners (ACs) and State Tax Officers 

(STOs). The assessment, levy and collection of tax are done by ACs and STOs. 

KGST is leviable on sale of ganja, opium, foreign liquor and certain petroleum 

products. KVAT was leviable on the Intra-State sale of remaining commodities 

and Central Sales Tax (CST) on Inter-State sales. GST came into effect from 01 

July 2017 subsuming VAT, CST etc.  

The Government has implemented Kerala Flood Cess under Section 14 of the 

Finance Act, 2019 for the purpose of providing reconstruction, rehabilitation 

and compensation needs which had arisen due to the massive flood which 

occurred in the State of Kerala in the month of August 2018, for a period of two 

years from 01 August 2019.  

2.2  Internal Audit 

After the restructuring, the internal audit is undertaken by Internal Audit and 

Internal Vigilance Cell that performs departmental audit and disciplinary 

functions in the GST department. In addition, a Review Cell is also formed that 

verifies the legality and propriety of the order passed by the adjudicating 

authorities at the Taxpayer verticals. The Internal Audit and Internal Vigilance 

Cell consist of one Deputy Commissioner, one State Tax officer and three 

Assistant State Tax Officers (ASTO) while the Review cell has three Deputy 

Commissioners, six STOs and ten ASTOs. No specific training has been 

imparted to the officers. 

During 2022-23, out of the overall outstanding of 8,742 paragraphs, only 3,330 

paragraphs (38.09 per cent) were cleared. In addition, e-audits have been 
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conducted and additional demands created thereby improving the economy, 

efficiency and effectiveness of department. 

2.3  Results of Audit. 

There were 55 auditable units in the SGST department. Out of these, 45 units 

were selected for Audit during the year 2022-23 including 34 units for the 

SSCA. Test check of the records relating to KVAT/ KGST/ CST assessments 

and connected documents during 2022-23 showed under-assessment of tax and 

other irregularities in 14 cases relating to non/ short levy of tax/ interest, 

irregular allowance of input tax credit, escape of turnover from assessment and 

other lapses amounting to ₹1,647.34 crore. These cases are only illustrative as 

these are based on the test-check of records. As this was test audit in the test-

checked cases and the audit observation is of a nature that may reflect in other 

cases not covered in test audit, department may therefore, like to internally 

examine the position in rest of the units with a view to ensure that the instances 

of non-compliance are taken care of by taking remedial measures, and may also 

fix responsibility for the lapses in all such cases. Audit pointed out some of the 

similar omissions in the earlier years also. Not only do these irregularities 

persist, but they also remain undetected till the next audit is conducted. Under-

assessment of tax and other irregularities involving ₹1,647.34 crore in 14 cases, 

including one SSCA, which fall under the following categories are given in 

Table – 2.1. 

Table – 2.1: Details of under-assessment of tax and other 

irregularities 

Sl.    

No. 

Categories Number 

of cases 

Amount  

(₹ in crore) 

1 SSCA on ‘Department’s Oversight on GST Payments and 

Return filing’ 

1 1,645.56 

2 Short payment of tax due to ineligible/ excess exemption 2 0.70 

3 Short payment of tax due to turnover escaped assessment 1 0.13 

4 Short payment of tax due to irregular availing of input tax 

credit  

2 0.92 

5 Others 8 0.03 

Total  14 1,647.34 

Source: Records maintained by Accountant General.   

During the year 2022-23, department accepted under assessment and other 

deficiencies amounting to ₹6.65 crore in 221 cases, which were pointed out by 

Audit. An amount of ₹20.55 crore pointed out in 749 cases were realised during 

the year.  
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2.4 Subject Specific Compliance Audit on ‘Department’s 

oversight on GST payments and Return filing’ for the year 

2018-19 to 2020-21 

2.4.1 Introduction. 

The introduction of Goods and Services Tax (GST) has replaced multiple taxes 

levied and collected by the Centre and States. GST, which came into 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 supplies, 

and Integrated GST (IGST) is levied on inter-state supplies. 

Section 59 of the SGST Act, 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 with the taxpayer. The GST 

returns must be filed online regularly on the common GST portal, failing which 

penalties will be payable. Even if the business has had no tax liability during a 

particular tax period, it must file a nil return mandatorily. Further, Section 61 of 

the Act read with Rule 99 of SGST Rules, 2017, stipulate that the Proper Officer 

may scrutinize the return and related particulars furnished by taxpayers, 

communicate discrepancies to the taxpayers 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 State Goods and Services Tax Department 

(SGSTD), Government of Kerala (GoK) in this new tax regime. 

2.4.2 Audit objectives. 

Audit of ‘Department’s oversight on GST Payments and Return filing’ was 

taken up with the following audit objectives to seek an assurance on: 

i. whether the rules and procedures were designed to secure an effective 

check on tax compliance and were being duly observed by taxpayers; 

and 

ii. whether the scrutiny procedures, internal audit and other compliance 

functions of the Circles were adequate and effective. 

2.4.3  Audit scope. 

The scope of audit comprises examination of taxpayers’ compliance, scrutiny 

process and subsequent follow-up carried out by the department on returns filed 

by the registered taxpayers. In addition, the SSCA includes review of records of 

a sample of taxpayers for the period 2018-19 to 2020-21. The scope of this 

SSCA also includes evaluation of functions of selected Circles.  
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The period of review of the scrutiny of returns and verification of taxpayers’ 

records was from April 2018 to March 2021 and that for audit of functions of 

selected Circles was for 2020-21. 

2.4.4   Audit methodology and Sample selection. 

A data driven approach was adopted for planning, as also to determine the nature 

and extent of substantive audit. The sample for this SSCA is comprised of 

• a sample of Circles for evaluating the compliance functions of the 

Circles; 

• a set of deviations identified through data analysis for centralised audit 

that did not involve field visits; and 

• a sample of taxpayers for detailed audit that involved field visits and 

scrutiny of taxpayer’s records at departmental premises. 

This SSCA has three distinct parts as under: 

(i)  Part I – Audit of Circles 

For evaluation of oversight functions, ten5 assessment circles with jurisdiction 

over highest number of selected samples for Detailed Audit were considered as 

the sample for audit of assessment circles. 

(ii)  Part II – Centralised audit 

Audit analysed GST returns data pertaining to 2018-19 to 2020-21 at GSTN 

premises and identified a set of deviations and logical inconsistencies between 

GST returns filed by taxpayers. A set of 16 parameters6 were identified such as 

mismatch of ITC availed between Annual Returns and Books of accounts, short 

payment of interest etc. Audit selected a sample of 703 cases for evaluation of 

the adequacy and effectiveness of the scrutiny procedure of the department. The 

audit review was limited to queries issued to the respective Taxpayer Services 

Circles (TPSCs) between June and September 2023. There was no further 

scrutiny of taxpayer records. 

(iii)  Part III – Detailed audit 

Audit selected 70 taxpayers7 for detailed audit which involved field visits for 

verification of records available with the TPSCs. Taxpayers’ records like returns 

and related attachments and information were accessed through Circles for 

evaluation of the extent of tax compliance by taxpayers. Audit utilised the 

 
5  Special Circle - II, Ernakulam; Special Circle - III, Ernakulam; Special Circle (Produce), 

Mattancherry; STO I Circle, Thripunithura; Special Circle, Thiruvananthapuram; STO 

(Works Contract), Thiruvananthapuram; IAC, Thiruvananthapuram; IAC, Palakkad; STO 

(Works Contract), Kozhikode; Special Circle, Kannur. 
6  16 parameters are indicated in Table 2.2 as D1 to D21; D8, D15, D16, D18 and D19 are 

absent. 
7  Total registered taxpayers in the State is 3,73,940 as on 31 March 2021. 
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SSOIDs8 provided to the maximum extent feasible to examine data/ documents 

relating to taxpayers (viz., registration, tax payment, returns and other 

departmental functions). Efforts were made to access the relevant granular 

records such as invoices from the taxpayers on a risk based approach through 

respective assessment circles. 

Entry Conference of this SSCA was held on 27 July 2023 with the 

Commissioner, State GST Department and Additional Secretary (Taxes 

Department), Government of Kerala (GoK), in which the audit objectives, 

sample selection, audit scope and methodology were discussed. The Exit 

Conference was held on 12 September 2024 with the Commissioner, State GST 

Department and Joint Secretary (Taxes Department), Government of Kerala, in 

which the audit 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. 

2.4.5  Audit Criteria 

The source of audit criteria comprised the provisions contained in the SGST 

Act, 2017, IGST Act, 2017, and Rules made thereunder. In addition, the 

notifications and circulars issued by State Tax department relating to filing of 

returns and Standard Operating Procedures (SoP) containing instructions to 

departmental officers on various aspects related to filing returns, scrutiny of 

returns, cancellation of registrations also formed part of the audit criteria. 

Audit Findings 

2.4.6  Audit of Circles (Part I) 

As per Section 61 of the SGST Act, 2017, various returns filed by taxpayers 

must be scrutinised by Proper Officer to verify the correctness of the returns, 

and suitable action has to be taken on any discrepancies or inconsistencies 

reflected in the returns. Proper Officer designated for this purpose is the 

Assistant Commissioner/ State Tax Officer9. Further, Rule 99 of the SGST 

Rules, 2017, mandates that the discrepancies, if any noticed, shall be 

communicated to the taxpayer to seek his explanation. If the taxpayer does not 

furnish a satisfactory explanation within 30 days of being so informed, or does 

not take any corrective action, Proper Officer may initiate appropriate action, 

including the issuance of demand notices under Section 73 or Section 74 of the 

Act, ibid. 

Section 73 of the SGST Act, 2017, deals with assessment by Proper Officer, 

where it appears that any tax has not been paid or short paid by the taxpayer, 

due to any reason specified therein. Before issuing an assessment order, Proper 

Officer shall issue a notice to the taxpayer, at least three months prior to the time 

limit specified in Section 73(10) for issuance of order. The time limit for 

issuance of order for the financial year 2017-18 was extended10 to 31 December 
 

8  Single SignON IDs – Unique user ID and password issued to responsible officers for 

accessing GSTN Backend. 
9  Order No. GSTC 24614/2017/CT dated 06 July 2017. 
10   Notification No. 09/2023-Central Tax dated 31 March 2023. 
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2023 and for 2018-19 to 30 April 2024. As such, the due date for issue of notices 

for FY 2017-18 was 30 September 2023 and for FY 2018-19 was 31 January 

2024. Hence, no assessment can be made under Section 73(10) for the year 

2017-18 and 2018-19, if notices were not issued within the corresponding time 

limit specified above. As per Section 2(91) of SGST Act, 2017, Proper Officer 

means the officer of the State Tax Office who is assigned that function by the 

Commissioner. 

2.4.6.1  Deficient monitoring mechanism on return filing 

Out of a sample of 10 Circles, the monitoring mechanism for recovery of 

demand from non-filers was deficient in all the 10 Circles. Further, in all the 10 

Circles, the details of issuing GSTR-3A (notice for defaulters who have not filed 

GST returns) and following it with ASMT-13 (Best Judgement Assessment 

order in cases where the taxpayers have not complied with GSTR-3A 

notices) and DRC-07 (Summary of Demand order as a follow up of ASMT-13) 

were not available with the office. 

This was brought to notice of the Government in August 2024. Reply is awaited 

(September 2024). 

2.4.6.2  Slow pace in scrutiny of returns 

It was noticed that during the year 2020-21, in the 10 selected Circles, 1,665 

cases were identified and selected for scrutiny by Proper Officers. Out of these 

Audit test checked the records of 364 cases and found that in 44 cases, the 

department incurred loss of revenue of ₹103.67 crore. The loss is due to the 

following reasons: 

• failure in issuing notices within the time limit and completion of 

assessment under section 73 of the SGST Act, 2017, on the defects 

identified, amounting to ₹57.73 crore in eight cases,  

• deficiency in return scrutiny and determination of tax due, amounting 

to ₹40.38 crore in 21 cases,  

• irregular acceptance of replies and dropping of discrepancies after issue 

of intimation/ notice amounting to ₹5.56 crore in 15 cases. The 

department, after issuing ASMT-10/ SCN, has dropped sustainable 

discrepancies without proper verification of replies. 

On this being brought to notice (August 2024), Government stated (September 

2024) that the department had verified 22 cases and stated that in two cases, 

additional demand of ₹0.18 crore (DRC-07) issued, and in seven cases show 

cause notices under section 74 of the SGST Act, 2017, was issued, in three cases 

notice will be issued, and in 10 cases, no irregularities were found. Though it 

was stated that in 10 cases no irregularities were found, no supporting 

documents to substantiate the reply was furnished. As per the Exit Conference 

held on 12 September 2024, the department stated that the reason for dropping/ 

not taking further action on cases by Proper Officers would be viewed seriously. 
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Illustrative cases in each category are detailed below: 

i. In Special Circle III Ernakulam, scrutiny of the returns filed by a taxpayer 

for FY 2017-18 was carried out by Proper Officer and ASMT-10 was 

issued to the taxpayer intimating mismatch of GSTR-2A and GSTR-3B 

comparison of ₹14.47 crore. However, Proper Officer has not initiated 

action to determine the tax and other dues as per Section 73 within the 

prescribed time (30 September 2023). Non-initiation of action within the 

specified time resulted in loss of revenue.  

 

On this being brought to notice (August 2024), Government stated 

(September 2024) that the department had verified the case and found that 

the taxpayer has more ITC in GSTR-2A than in GSTR-3B and hence no 

excess ITC was claimed by the taxpayer. 

The reply is not acceptable as copy of the documents in support of the 

claim was not submitted. Audit examined the reply with documents 

available in GSTN. As per the GSTR-2A available in the Model 1 

backend, Audit found that the taxpayer has available ITC of ₹12.37 crore 

each under CGST and SGST and ₹63.66 crore under IGST. However, the 

Taxpayer vide GSTR-3B, has availed ₹21.29 crore each under CGST and 

SGST and ₹94.94 crore under IGST. Thus, the taxpayer has availed excess 

ITC of ₹49.12 crore. This aspect was not seen considered while dropping 

the case of excess ITC availed by the taxpayer. 

ii. In STO (WC) Kozhikode, scrutiny of the returns filed by a taxpayer for 

FY 2018-19 was carried out by Proper Officer and ASMT-10 was issued 

(September 2020), intimating discrepancies on output tax liability and 

ITC utilisation. Further, notice – DRC-01 was issued (December 2023) 

and based on the reply by the taxpayer, the cases were dropped by the 

Deputy Commissioner (TPS Division) vide DRC-05 (March 2024).  

As per returns filed, the taxpayer had deducted ₹65.56 crore from the 

taxable turnover, claiming to be unadjusted advances at the beginning of 

the Financial Year 2018-19 and Turnover as per Audited Financial 

Statements after adjustment of the advances is shown as ₹71.23 crore 

(GSTR-9C 5P).  Audit noticed that this adjusted turnover does not match 

with the unadjusted advances shown at the end of 2017-18 (Nil), 

indicating that the taxpayer’s claim was incorrect. Hence, the taxpayer is 

liable to pay tax on a turnover of ₹136.79 crore. Further, though the 

taxpayer engaged in the services of construction of premium 

villas, apartments and commercial projects, which attracts GST at the 

rate of 18 per cent, the taxpayer paid tax at 12 per cent for a turnover of 

₹66.20 crore. Failure in identifying these discrepancies by the Proper 

Officer resulted in loss of revenue of tax ₹15.86 crore, interest ₹14.51 

crore and penalty ₹1.59 crore totalling to ₹31.96 crore. 

On this being brought to notice (August 2024), Government stated 

(September 2024) that the department issued Show Cause Notice (SCN) 

under section 74 of the SGST Act, 2017, to the taxpayer demanding tax 

of ₹16.38 crore each under CGST and SGST. 
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iii. In Special Circle II Ernakulam, scrutiny of the returns filed by a taxpayer 

for the year 2017-18 was carried out by the Proper Officer and an 

intimation in ASMT-10 was issued to the tax payer noticing short 

payment of tax and excess ITC utilisation. Assistant State Tax Officer, 

vide ASMT-12 dropped the cases intimating that no further action is 

required to be taken in the matter. 

As per GSTR-3B filed by the taxpayer, the taxpayer claimed ITC of 

₹7.30 crore being IGST paid on Import of goods. Audit noticed that, as 

per GSTR-2A, IGST on ‘Import of goods from overseas on bill of entry’ 

was only ₹6.42 crore. Thus, the taxpayer claimed excess ITC of 

₹0.88 crore. However, the department has failed to initiate action to 

determine the amount of tax, interest and penalty under Section 73 of the 

SGST Act, 2017. This resulted in loss of revenue on account of tax 

₹0.88 crore, interest ₹0.90 crore and penalty ₹0.08 crore totalling to 

₹1.86 crore. 

Moreover, the Assistant State Tax Officer has not been assigned by the 

Commissioner of State GST11, the functions of Proper Officer under 

Section 61(2).  However, the Assistant State Tax Officer issued ASMT-

12 without proper authority. 

This was brought to the notice of the department (May 2024) and the 

Government (August 2024). Reply is awaited (September 2024). 

Recommendation 1: 

The department may explore the possibility of introducing an 

automated system to match the data relating to ASMTs issued with 

follow up action.  

2.4.6.3  Lack of action on late-filers and non-filers of GST returns 

Section 46 of the SGST Act, 2017, read with Rule 68 of the SGST Rules, 2017, 

stipulates issue of a notice in FORM GSTR-3A requiring filing of return within 

fifteen days if the taxpayer had failed to file the return within the due date. In 

case the taxpayer fails to file the returns even after such notice, the Proper 

Officers may proceed to assess the tax liability of the said person to the best of 

their judgment, taking into account all the relevant material which is available 

or gathered and issue an assessment order in FORM ASMT-13. This 

assessment order should be issued within a period of five years from the due 

date for furnishing the annual return for the financial year, which the tax default 

relates to. A summary of such order should be uploaded in the system in FORM 

DRC-07.  

The details of action taken on late filers and non-filers in respect of selected ten 

assessment circles were sought for by Audit but not provided by the 

department. Non-furnishing of information/ relevant documents restricted the 

 
11  Order No. GSTC 24614/2017/CT dated 06 July 2017. 
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scope of audit. Audit verified filing of returns by 70 taxpayers selected for 

detailed audit and it was noticed that nine taxpayers filed returns with a delay 

ranging from 1 day to 309 days. However, Proper Officers had not initiated any 

action regarding assessment and cancellation of registration in these cases. 

This was brought to the notice of the department (May 2024) and the 

Government (August 2024). Reply is awaited (September 2024). 

Recommendation 2: 

Department may issue instruction to Proper Officers to issue notices to 

non-filers and late filers of return within the stipulated time. 

 

2.4.6.4  Inadequate follow up on non-filing of GSTR-10 after cancellation 

of registration 

Section 45 of the SGST Act, 2017, stipulates that every registered person who 

is required to furnish a return under Section 39(1) and whose registration has 

been cancelled shall furnish a final return (GSTR-10) within three months of 

the date of cancellation or date of order of cancellation, whichever is later. The 

purpose of the final return is to ensure that the taxpayer discharges the 

outstanding liability. In case of non-filing of GSTR-10, the same procedure as 

adopted for non-filing of any return must be followed by the tax officer. 

The last date for furnishing of GSTR-10 by those taxpayers whose registration 

has been cancelled on or before 30 September 2018 was extended till 31 

December 201812. As per Rule 68 of SGST Rules, 2017, if GSTR-10 has not 

been filed, notice in GSTR-3A has to be issued to the taxpayer and if the 

taxpayer fails to file the final return within 15 days of the receipt of notice, an 

assessment order in FORM ASMT-13 has to be issued to determine the tax 

liability. If the taxpayer did not file the final return within 30 days from the issue 

of order in ASMT-13, the Proper Officer may initiate proceedings under Section 

73 of the SGST Act, 2017. 

Audit observed compliance deficiencies in filing of GSTR-10 in 157 cases 

across five Circles as detailed in Appendix - II. In remaining five circles the 

data was not provided to the audit. 

An illustrative case is given below: 

In STO I Circle Thripunithura, GSTR-10 was not filed in 141 cases out of 239 

cases in which registration was cancelled during 2020-21. Further action taken 

on these 141 cases are not available with the circle.  

This was brought to the notice of the department (May 2023) and the 

Government (August 2024). Reply is awaited (September 2024). 

 

 
12  Notification No. 58/2018 – Central Tax dated the 26 October 2018. 
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Recommendation 3: 

Department may issue instruction to Proper Officers to take action on 

taxpayers who failed to file GSTR 10 return within the stipulated time 

limit. 

2.4.7   Centralised Audit (Part II) 

Audit analysed GST returns data pertaining to 2018-2021 as made available by 

GSTN. Rule-based deviations and logical inconsistencies between GST returns 

filed by taxpayers were identified on a set of 16 parameters, which can be 

broadly categorised into two domains – Input Tax Credit (ITC) and Tax 

payments.  

Out of the 15 prescribed GST returns13, the following basic returns that apply to 

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 return of outward supplies and input tax 

credit claimed, along with payment of tax by the taxpayer to be filed by all 

taxpayers except those specified under Section 39(1) of the Act. This is the 

return that populates the credit and debits in the Electronic Credit Ledger 

and debits in Electronic Cash Ledger. 

▪ GSTR-6: monthly return for Input Service Distributors (ISD) providing the 

details of their distributed input tax credit and inward supplies. 

▪ GSTR-8: monthly return to be filed by the e-commerce operators who are 

required to deduct TCS (Tax Collected at Source) under GST, introduced 

in October 2018. 

▪ GSTR-9: annual 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 audit details for the same.  

 
13  GSTR-1, GSTR-3B, GSTR-4 (taxpayers under the Composition scheme), GSTR-5 (non-

resident taxable person), GSTR-2A (auto generated statement of B2B inward supplies), 

GSTR-5A (Non-resident OIDAR service providers), GSTR-6 (Input service distributor), 

GSTR-7 (taxpayers deducting TDS), GSTR-8 (E-commerce operator), GSTR-9 (Annual 

Return), GSTR-9C (Reconciliation of annual return and financial statements), GSTR-10 

(Final return), GSTR-11 (person having UIN and claiming a refund), CMP-08, and ITC-04 

(Statement to be filed by a principal/ job-worker about details of goods sent to/ received 

from a job-worker). 
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▪ GSTR-9C: annual audit form for all taxpayers having a turnover above ₹5 

crores in a particular financial year. It is basically a reconciliation statement 

between the annual returns filed in GSTR-9 and the taxpayer's audited 

annual financial statements. 

▪ GSTR-2A: a system-generated statement of inward 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. 

2.4.7.1 Audit findings based on data analysis 

The details of data analysis pertaining to state jurisdiction on the 16 identified 

parameters and extent of deviations/ inconsistencies observed are summarised 

in Table 2.2. 

Table – 2.2: Summary of statewide data analysis 

Sl 

No. 

Parameter Algorithm used Number of 

deviations 

Amount  

(₹ in crore) 

Domain : ITC 

1 Excess availing of 

ITC [D1] 

ITC available as per GSTR-2A 

with all its amendments was 

compared with the ITC availed in 

GSTR-3B in Table 4A(5) (accrued 

on domestic supplies) excluding 

the reversals in Table 4B(2) but 

including the ITC availed in the 

subsequent year from Table 8C of 

GSTR-9. 

77 529.06  

2 ITC passed on by 

the supplier 

without remitting 

tax [D2] 

ITC available for the assessment 

year as per Table 8A of GSTR-9 

compared with the ITC available in 

GSTR-2A. Table 8A of the GSTR-

9 is auto-populated (non-editable) 

from GSTR-2A, as available on 31 

October of the following financial 

year. 

50 186.36  

3 ITC availed on 

GSTR-3B filed 

after limitation 

period [D3] 

ITC availed through Table 4 of 

GSTR-3B pertaining to 2018-19, 

2019-20 and 2020-21 filed by the 

taxpayer beyond the due dates of 

September GSTR-3B return of the 

following year. 

50 69.44  

4 Excess ITC 

availed under ISD 

mechanism [D4] 

ISD transferred in GSTR-9 Table 

6G or GSTR-3B Table 4A(4) was 

compared with the sum of Table 

5A, Table 8A, and Table 9A of 

GSTR-6 of recipient GSTINs. 

21 26.20  
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Sl 

No. 

Parameter Algorithm used Number of 

deviations 

Amount  

(₹ in crore) 

5 Short payment of 

tax under Reverse 

Charge 

Mechanism 

(RCM) [D5] 

RCM payments in GSTR-9 Table 

4G (tax payable) was compared 

with ITC availed in GSTR-9 Table 

6C, 6D and 6F (ITC availed). 

In cases where GSTR-9 was not 

available, RCM payment in 

GSTR-3B Table 3.1(d) was 

compared with GSTR-3B 4A(2) 

and 4A(3). Greater of difference in 

GSTR-9 and GSTR-3B considered 

where both were available. 

49 88.47  

6 Mismatch in ITC 

availed between 

Annual Return and 

Financial 

Statements (Table 

12F of GSTR-9C) 

[D6] 

Positive figure in GSTR-9C Table 

12F and examination of reasons 

provided in Table 13 for mismatch. 

17 10.38  

7 Reconciliation 

between ITC 

declared in Annual 

Return with 

expenses in 

financial statement 

(Table 14T of 

GSTR-9C) [D7] 

Positive figure in GSTR-9C Table 

14T and examination of reasons 

provided in Table 15 for mismatch. 

18 61.07  

Domain : Tax liability 

8 Undischarged tax 

liability [D9] 

The greater of tax liability between 

GSTR-1 (Tables 4 to 11) and 

GSTR-9 (Tables 4N, 10 and 11) 

was compared with tax paid details 

in GSTR-3B Tables 3.1(a) and 

3.1(b). In cases where GSTR-9 

was not available GSTR-3B tax 

paid was compared with GSTR-1 

liability. The amendments and 

advance adjustments declared in 

GSTR-1 and 9 were duly 

considered. 

94 643.29  

9 Suppression in 

taxable value in 

comparison with 

E-Way bills [D10] 

Relevant data related to tax 

liability declared in GSTR-3B for 

the years 2018-19 to 2020-21 were 

compared with disclosures made in 

E-way bill. 

73 0 # 

10 Mismatch in tax 

paid between 

books of accounts 

and Annual Return 

(Table 9R of GSTR 

-9C) [D11] 

Negative figure in GSTR-9C Table 

9R and examination of reasons 

provided in Table 10 for mismatch. 

16 24.05  

11 Suppression of 

taxable value 

Taxable value declared on account 

of outward taxable supplies (other 

21 0 # 
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Sl 

No. 

Parameter Algorithm used Number of 

deviations 

Amount  

(₹ in crore) 

identified through 

TDS/ TCS 

declaration [D12] 

than zero rated, nil rated and 

exempted) in GSTR-3B were less 

than the net amount liable for TCS 

and TDS credit, as auto populated 

in Table 9 of GSTR-2A. 

12 Suppression of 

taxable value 

identified through 

mismatch in 

unbilled revenue 

declared in Table 5 

of GSTR-9C [D13] 

Table 5B figures of GSTR-9C, the 

unbilled revenue at the beginning 

of the financial year, was 

compared with Table 5H of the 

previous GSTR-9C returns, which 

captures the unbilled revenue at the 

end of that year, to review the 

extent of identified mismatch in 

turnover declared in the Annual 

Return with the Financial 

Statements. 

17 0 # 

13 Mismatch in 

taxable turnover 

between Annual 

Return and 

Financial 

Statements (Table 

7G of GSTR-9C) 

[D14] 

Negative figure in GSTR-9C Table 

7G and examination of reasons 

provided in Table 8 for mismatch. 

18 0 # 

Domain : Registration 

14 E-commerce 

benefactors under 

composition levy 

[D17] 

Datasets pertaining to GSTR-8 

filed by the e-commerce operators 

and CMP-08 filed by the 

composition taxpayers were 

compared to check whether the 

recipients mentioned in GSTR-8 

have also filed CMP-08. Checked 

whether turnover as declared by 

the E-Com provider in the GSTR -

8 returns pertaining to the taxpayer 

is more than the turnover declared 

by the taxpayers in their CMP-08. 

5 0 # 

Domain : Non-filing of returns 

15 Cases where 

GSTR-3B not filed 

but GSTR-1 

available [D20] 

Taxpayers who have not filed 

GSTR-3B but have filed GSTR-1 

indicating taxpayers carrying on 

the business without discharging 

tax. 

52 55.85 

Domain : Non-payment of interest 

16 Short Payment of 

interest on delayed 

payments [D21] 

Interest calculated at the rate of 18 

per cent on cash portion of tax 

payment on delayed filing of 

GSTR-3B vis-a-vis interest 

declared in GSTR-3B. 

125 29.25 

Source: Comprehensive analysis of data in GSTN. 

# Amount shown as zero since these are related with turnover mismatch. 
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2.4.7.2   Response to Audit 

Audit selected a sample of 703 cases from amongst the top deviations/ 

inconsistencies in each of the 16 parameters for the year 2018-21. The audit 

queries were issued to the respective TPSCs (between June and September 

2023) 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 September 2024, for 329 

inconsistencies (46.80 per cent) communicated to the Department which 

represent deviations of ₹600.28 crore in 26014 cases as detailed in Appendix - 

III. 

Recommendation 4: 

Department may urgently pursue the 329 inconsistencies and deviations 

pointed out by Audit, for which responses have not been provided and 

intimate the results to Audit. 

2.4.7.3  Results of Centralised Audit 

Based on responses received from the department to the Audit Queries, the 

extent to which each of the 16 parameters translated into compliance deviations 

is summarised in Appendix - IV. 

Audit noticed deviations from the provisions of the Act in 271 cases constituting 

72 per cent of the 374 inconsistencies/ mis-matches in data, for which the 

department provided responses, which involve a short levy of tax of ₹683.50 

crore in 229 cases and turnover mismatch in 42 cases. Relatively higher rates of 

deviations were noticed in risk parameters such as short/ non-payment of 

interest, undischarged liability and excess ITC availed. 

In 99 cases, constituting 26 per cent, where the department’s reply was 

acceptable to Audit, data entry errors by taxpayers comprised 41 cases, 

Department had proactively taken action in 27 cases and 31 cases had valid 

explanations (Appendix - V). 

In four cases, constituting one per cent, though the department did not accept 

the deviations pointed out by Audit, its contention was not borne out by 

evidence, and was thus not amenable to verification by Audit. 

2.4.7.4 Cases where department accepted the Audit Observations 

Out of the 374 deviations in Appendix - V the department has accepted the audit 

observations or initiated examination in 252 cases which involve 213 cases with 

tax effect of ₹589.17 crore and 39 cases with turnover difference of ₹1,989.93 

crore.  

 
14  Remaining 69 cases out of 329 are turnover mismatch cases. 
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An illustrative case for each dimension is given below: 

(i)  Excess ITC availed (Dimension 1) 

GSTR-2A is a dynamic tax return on Inward Supply that is automatically 

generated for each business by the GST portal, whereas GSTR-3B is a monthly 

return in which summary of outward supplies along with ITC declared and 

payment of tax are self-declared by the taxpayer.  

To analyze the veracity of ITC, relevant data were extracted from GSTR-3B 

and GSTR-2A for the year 2019-20, and the ITC paid as per suppliers’ details 

was matched with the ITC availed by the taxpayer.  

Audit observed that in case of a taxpayer under TPSC, Vyttila, the ITC available 

for the assessment year 2019-20, as per GSTR-2A was ₹318.53 crore and the 

ITC availed in Table 4A(5)15 of GSTR-3B was ₹360.73 crore16. This resulted in 

mismatch of ITC availed amounting to ₹42.20 crore, which was communicated 

to the department (July 2023). In response, the department stated (October 

2023) that ASMT-10 was issued to the taxpayer. 

This was brought to the notice of Government (August 2024). Reply is awaited 

(September 2024). 

(ii)  ITC passed on by the supplier without remitting tax (Dimension 2) 

Section 16(2) of SGST Act, 2017, provides that a taxpayer is entitled to take 

ITC on a supply if invoice details of the same was uploaded by the supplier and 

tax charged on such supply is actually paid to the government. GSTR-2A is 

generated based on the disclosures made by the suppliers in their GSTR-1. Table 

8A of GSTR-9 is auto-populated (non-editable) from GSTR-2A, as available on 

31 October of the following financial year. 

Audit observed that in case of a taxpayer under TPSC, Vyttila, the ITC available 

for the assessment year 2019-20, as per Table 8A of GSTR-9, was ₹311.19 crore 

and the ITC available in GSTR-2A was ₹331.10 crore. Thus, there was a 

mismatch of ITC amounting to ₹19.91 crore. which was communicated to the 

department (July 2023). In response, the department stated (October 2023) that 

ASMT-10 was issued to the taxpayer.   

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(iii)  ITC availed on GSTR-3B filed after limitation period (Dimension 3) 

Section 16(4) of SGST Act, 2017, stipulates that ITC on any invoice can be 

availed only till the due date of furnishing GSTR-3B for the month of September 

following the end of the financial year to which such ITC pertains or furnishing 

of relevant Annual Return, whichever is earlier. Accordingly, if any GSTR-3B 

 
15  All other eligible ITC. 
16   Including the ITC ₹36.54 crore availed in the subsequent year 2020-21 from Table 8C of 

GSTR-9. 
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is furnished after such time, ITC availed therein becomes inadmissible. In order 

to review the extent of excess/ irregular ITC availed on this account, the ITC 

availed through Table 4 of GSTR-3B pertaining to 2018-19, 2019-20 and  

2020-21 filed by the taxpayer beyond the due dates of September GSTR-3B 

return of the year, were identified at data level. 

Audit observed that a taxpayer under TPSC, Vyttila, filed GSTR-3B for the 

month of March 2021 on 31 March 2022. This resulted in claim of irregular ITC 

amounting to ₹5.14 crore, which was communicated to the department (July 

2023). In response, the department stated (October 2023) that ASMT-10 was 

issued to the taxpayer.  

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(iv)  Excess ITC availed under ISD mechanism (Dimension 4) 

As per Section 20 of SGST Act, 2017, an Input Service Distributor (ISD) can 

distribute his input tax credit to a recipient of credit, if both are having the same 

PAN. To analyse whether the ITC availed by the taxpayer is in excess of that 

transferred by the ISD, ITC availed as declared in the returns of the taxpayer is 

compared with the ITC transferred by the ISD in their GSTR-6.  

In case of a taxpayer under TPSC, Vyttila, audit observed that during 2019-20, 

the ITC availed as per Table 6G17 of GSTR-9 of the taxpayer was ₹99.97 crore, 

as per Table 7H of GSTR-9, reversal of ITC was ₹12.83 crore resulting ITC 

availment of ₹87.14 crore. ITC transferred by the ISD as per the sum of Table 

5A18, Table 8A19 and Table 9A20 of their GSTR-6 was ₹76.10 crore. This 

resulted in mismatch between ITC availed and that transferred by the ISD, 

amounting to ₹11.04 crore which was communicated to the department (July 

2023). In response, the department stated (October 2023) that ASMT-10 was 

issued to the taxpayer. 

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(v)   Short payment of tax under Reverse Charge Mechanism (RCM) 

(Dimension 5) 

As per Section 9(3) of the SGST Act, 2017, the liability to pay tax under reverse 

charge mechanism is fixed on the recipient of the supply instead of its supplier.  

The extent of availing of ITC under RCM, without discharging equivalent tax 

liability or short payment of tax under RCM during the audit period was 

analysed by comparing the datasets 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 RCM payments 

 
17   ITC received from ISD.  
18   Distribution of the amounts of eligible ITC for the tax period. 
19  Mismatch of ITC reclaimed and distributed.  
20  Redistribution of ITC distributed to a wrong recipient. 
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in Table 4G21 was compared with ITC availed in Table 6C, 6D and 6F. In cases 

where GSTR-9 was not available, the check was restricted within GSTR-3B 

where the tax discharged part in GSTR-3B Table 3.1(d) was compared with the 

ITC availing part of GSTR-3B 4A(2)22 and 4A(3)23. 

Audit observed that in case of a taxpayer under TPSC, Vyttila, the RCM 

payments during the year 2019-20 in Table 4G of GSTR-9 was ₹40.65 crore 

(GSTR-3B also shows RCM payment of ₹40.65 crore) and the ITC availed as 

per Table 6C, 6D and 6F of GSTR-9 was ₹46.67 crore. This resulted in 

mismatch in availment of ‘ITC on RCM without payment of tax’ amounting to 

₹6.02 crore which was communicated to the department (July 2023). In 

response, the department stated (October 2023) that ASMT-10 was issued to the 

taxpayer. 

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(vi) Mismatch in ITC availed between Annual Return and Financial 

Statements (Table 12F of GSTR-9C) (Dimension 6) 

Table 12 of GSTR-9C reconciles ITC declared in annual return (GSTR-9) with 

ITC availed as per audited annual financial statement or books of accounts. 

Column 12F of this table deals with unreconciled ITC. The certified 

reconciliation statement submitted by the taxpayer as required under Rule 80(3) 

of SGST Rules, 2017, in Form GSTR-9C for the year 2018-19 to 2020-21 was 

analysed at data level to review the extent of identified mismatch in ITC 

declared in the Annual Return with the Financial Statements.  

In the case of a taxpayer under TPSC, Thripunithura, Audit noticed 

unreconciled ITC of ₹1.29 crore in Table 12F of GSTR-9C, for the year 2020-

21. It is the difference between eligible ITC based on financial statements and 

ITC availed in GST returns. This was communicated to the department (July 

2023). In response, the department stated (August 2023) that ASMT-10 was 

issued to the taxpayer. 

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(vii)   Reconciliation between ITC declared in Annual return with 

expenses in financial statement (Table 14T of GSTR-9C)  

(Dimension 7) 

Table 14 of GSTR-9C reconciles ITC declared in annual return (GSTR-9) with 

ITC availed on expenses as per audited annual financial statement or books of 

accounts. Column 14T of this table deals with unreconciled ITC. The certified 

reconciliation statement submitted by the taxpayer as required under Rule 80(3) 

of SGST Rules, 2017, in Form GSTR-9C for the year 2018-19 to 2020-21 was 

analysed at data level to review the extent of identified mismatch in ITC 

 
21  Inward supplies on which tax is to be paid on reverse charge basis. 
22  Import of services. 
23  Inward supplies liable to reverse charge other than Import of Goods and Services. 
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declared in the Annual Return with the expenses reported in the Financial 

Statements.  

In the case of a taxpayer under TPSC, Vyttila, Audit noticed that during 2020-

21, unreconciled ITC of ₹6.71 crore was declared in Table 14T of GSTR-9C, 

being ITC availed in GST returns in excess of eligible ITC based on expenses 

reported in financial statements. This was communicated to the department 

(July 2023). In response, the department stated (October 2023) that ASMT-10 

was issued to the taxpayer. 

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(viii)     Undischarged tax liability (Dimension 9) 

GSTR-1 captures the details of outward supplies of Goods or Services. This 

detail is also assessed by the taxpayer and mentioned in annual return GSTR-9 

in the relevant columns. Further, taxable value and tax paid thereof are also 

shown in GSTR-3B.  

To analyse the undischarged tax liability, relevant data were extracted from 

GSTR-1 and GSTR-9 and the tax payable in these returns was compared with 

the tax paid as declared in GSTR-9. Where GSTR-9 was not available, a 

comparison of tax payable between GSTR-1 and GSTR-3B was resorted to. The 

amendments and advance adjustments declared in GSTR-1 and 9 were also 

considered for this purpose. In the case of GSTR-3B, tables 3.1(a)24 and 3.1(b)25 

were taken into account.  

Audit observed that in case of a taxpayer under TPSC, Kottayam Town, the tax 

payable during the year 2018-19, as per GSTR-1 was ₹3.97 crore and the tax 

payable declared in GSTR-3B was ₹1.68 crore. This resulted in mismatch of tax 

liability amounting to ₹2.29 crore between GSTR-1 and GSTR-3B, which was 

communicated to the department (September 2023). In response, the department 

stated (September 2023) that SCN was issued to the taxpayer.  

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(ix) Mismatch in tax paid between books of accounts and Annual Return 

(Table 9R of GSTR-9C) (Dimension 11) 

The certified reconciliation statement submitted by the taxpayer as required 

under Rule 80(3) of SGST Rules, 2017, in Form GSTR-9C for the audit period 

was analysed at data level to review the extent of identified mismatch in tax paid 

between the Annual Return and the books of account. Table 9 of GSTR-9C 

attempts to reconcile the tax paid by segregating the turnover rate-wise and 

comparing it with the tax discharged as per annual return GSTR-9. The 

unreconciled amounts could potentially indicate tax levied at incorrect rates, 

incorrect depiction of taxable turnover as exempt or vice versa or incorrect levy 

 
24  Outward taxable supplies (other than zero rated, nil rated and exempted). 
25  Outward taxable supplies (Zero rated). 
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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 a financial year transactions carried out from April to September of 

the subsequent year. Consequential interest payments - both short payments and 

payments under incorrect heads – also need to be examined in this regard.  

In the case of a taxpayer under TPSC, Vyttila, Audit noticed unreconciled 

payment of tax declared in Table 9R of GSTR-9C during the year 2020-21, 

amounting to ₹4.91 crore. This was communicated to the department (August 

2023). In response, the department stated (October 2023) that ASMT-10 was 

issued to the taxpayer. 

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(x) Cases where GSTR-3B not filed but GSTR-1 available (Dimension 20) 

Audit verified the taxpayers who have not filed GSTR-3B but have filed GSTR-

1. GSTR-3B return is the instrument through which the liability is discharged.  

The filing of GSTR-1 and non-filing of the corresponding GSTR-3B indicate 

that the taxpayers had undertaken/ carried on the business during the period but 

have not discharged their tax liability. It also means passing of ITC without the 

payment of tax.  

A taxpayer under TPSC, Kasaragod failed to file any of the GSTR-3B during 

the period 2019-20. But as per GSTR-1 return filed during this period the 

taxpayer has tax liability of ₹1.64 crore. The case was communicated to the 

department (August 2023). In response, the department stated (August 2023) 

that ASMT-10 was issued to the taxpayer. 

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(xi) Short Payment of interest on delayed payments (Dimension 21) 

Section 50 of the SGST Act, 2017 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 the period for which the tax or any part thereof remains 

unpaid, pay interest at the rate notified. 

The extent of short payment of interest on account of delayed remittance of tax 

during the audit period was identified using the tax paid details in GSTR-3B 

and the date of filing of the GSTR-3B. Only the net tax liability (cash 

component) has been considered to work out the interest payable. 

Audit observed that in case of a taxpayer under TPSC, Vatakara, wherein the 

returns in GSTR-3B, for all the months of the period 2018-19 were filed belated. 

This resulted in short payment of interest amounting to ₹1.19 crore which was 

communicated to the department (August 2023). In response, the department 

stated (September 2023) that ASMT-10 was issued to the taxpayer. 
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This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(xii) Suppression in taxable value in comparison with E-Way bills 

(Dimension 10) 

In order to analyse the extent of short-payment of tax, relevant data related to 

tax liability declared in GSTR-3B for the years 2018-19 to 2020-21 were 

compared with disclosures made in E-way bill. Output tax liability as well as 

the tax payable under reverse charge basis for inward supplies are discharged 

by a normal taxpayer through the monthly returns filed in Form GSTR-3B. 

Movement of goods either by supply or transfer involving turnover above 

specified limit are made through e-way bill.  

Audit noticed that the total tax liability declared in e-way bills generated during 

the year 2019-20, by a taxpayer under TPSC, Vyttila, was ₹441.89 crore, 

whereas, the tax liability declared and paid through the GSTR-3B for the year 

was only ₹69.57 crore. This resulted in  mismatch amounting to ₹372.32 crore, 

which was communicated to the department (July 2023). In response, the 

department stated (October 2023) that ASMT-10 was issued to the taxpayer. 

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024). 

(xiii) Suppression of taxable value identified through TDS/TCS 

declaration (Dimension 12) 

TDS and TCS details are declared in GSTR-7 and GSTR-8 respectively and 

communicated to the registered person in Table 9 of GSTR-2A. Audit identified 

the cases where the taxable value declared on account of outward taxable 

supplies (other than zero rated, nil rated and exempted) in GSTR-3B were less 

than the net amount liable for TCS and TDS credit, as auto populated in Table 

9 of GSTR-2A.  

Audit observed that a taxpayer under TPSC, Irinjalakkuda declared an outward 

supply turnover of ₹4.40 crore in GSTR-3B for the year 2019-20. But the 

taxable amount as per TDS/ TCS credits reflected in Table 9 of GSTR-2A was 

₹32.55 crore. Mismatch of turnover amounting to ₹28.15 crore was 

communicated to the department (August 2023). In response, the department 

stated (September 2023) that ASMT-10 was issued to the taxpayer.  

This was brought to the notice of the Government (August 2024). Reply is 

awaited (September 2024).  

(xiv)  Suppression of taxable value identified through mismatch in unbilled 

revenue declared in Table 5 of GSTR-9C (Dimension 13) 

In order to review the extent of identified mismatch in taxable turnover reported 

in the Annual Return vis-à-vis the Financial Statements, the relevant data points 


