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PREFACE

This Audit Manual has been compiled for the guidance of the audit staff of the
Audit Management Group MG III) of the office. This manual deals with

the audit techniquéor the audit of the Finance Departnieaudit of Stamp
Duty and Registration s wnder the Revenue Deparment and, Enegg
Petrochemicals Department under the audit purview of AMG IIl Grobp.
relevant checks to be exercised during the audit of a particular law or record
have been discussed in detail while dealing with the corddepartmentaw

or record.

For the purpose of conducting effective audit good knowledge of the
provisions relating to the relevant Acts and Rules made thereunder is essential.
If in the course of audit any reference should be made to the relegant A

Rule, the same should be made quoting the relevant Act or Rule and not the
paragraph of this manual. The manual should be treated as a guide and the audit
checks indicated therein should not be taken as exhaustive.

Any error or omission in the manu@l suggestion to improve it may be brought
to the notice of the Group Officer in ChargefdIG 11l Group.

| hope that this publication will be a useful guide to the staff and officers of the
office of the Principal Accountant Generaludit i Il), Gujaratin the efficient
functioning and discharge of their duties. Suggestions for its improvement are

welcome.

Placg Ahmedabad (H. K. Dharmadarshi
Date: March 2021 Pr. AccountanGeneral A u dli |Quijarat






[ CHAPTER 1: ORGANISATION AND FUNCTIONS ]

1. INTRODUCTION

The Comptroller and Auditor General (CAG) is the sole authority prescribed in
the Constution entrusted with the responsibility of audit of accounts of the
Union and of the States. It is the duty of the CAG to audit receipts and
expenditure of the Union and each State and the Union Territory Governments.
Article 151 of the Constitution ofntlia lays down that the Reports of the
Comptroller and Auditor General of India relating to the accounts of the Union
and of the States shall be submitted to the President or the Governor, as the case
may be, who shall cause them to be laid before eaclseHoliParliament or
Legislature. The duties of the CAG extend to audit of Government Companies,
Corporations and bodies and authorities in accordance with the laws made by
the legislature and rules made thereunder.

Principal Accountant General (Audi), Guj ar at 1 s CAGOs pri
IAAD for the State of Gujarat foeleven departments includinginance
department, Revenue department, Energy & Petrochemucal department etc.,
with its head office (HO) at Ahmedahb
with theGover nment of Guj ar at ( Go G) and
function areas are: audit of all the Departments/Agencies/Public Sector
Undertakings (PSUs) /Autonomous Bodies (ABs)/Statutory Corporations
falling under the eleven department for the Gaweznt of Gujarat

1.1 AUDIT MANDATE

The CAG derives his authority and functions mainly from Articles 149 to 151
and Article 279(1) of the Constitution of India. Article 149 and Article 279(1)

of the Constitution provides that the CAG shall exercise susheps and
perform such duties in relation to the accounts of the Union and of the States
and of any other authority or body as may be prescribed by or under any law
made by the Parliament.

Audit derives mandate from:

1. CAGdés (Duti es, P o wBervice) Aat indl97C(@®mRC] i t i
Act, 1971) Audit of Government Companies, Statutory Corporation,
Autonomous Bodies and Government Departmenmendated in
sectionsl3,14and? of the CAGo6s(DPC), Act,

2. The Regulations on Audit & Accounts 2007

3. TheAuditing Standardgthird edition) effective from1 April 2017.



12 CODE OF ETHICS

The Code of Ethics code incorporates values and principles contained in the
Central Civil Services Conduct Rules for Government Servants in India (CCS
Conduct Rules) and suitlybadapted broad principles contained in ISSAI 30
(INTOSAI Standards for Supreme Audit Institutions). This Code is applicable
to all the individuals working in the auditing and accounting wings of the
IA&AD and all the individuals working for or on behaif this Department i.e.
consultant, expert, statutory auditors etc.

In order to comply with the Code, the action to be taken is as follows:

(i) As referred in Para 3.24 of the Code, a declaration in the format prescribed
in Annexure | of the Code is required be signed separately by each
member of the audit team, including the supervisory Officer prior to the
commencement of the audit. A copy of the declaration should be given to
the head of the audited entity as soon as the audit commences. Each
declaratiorshould be enclosed in original with the Inspection Report having
acknowledgement from the Management.

(i) Similarly, a declaration as prescribed in the Stateriiantto be obtained
from outside auditors engaged on contract with the SAI like expert,
consultam, statutory auditors etc. A copy of the declaration should be given
to the head of the audited entity as soon as the audit commences. Each
declaration should be enclosed in original with the Report to be submitted
to SAl India.

(Authority: 1/B/5/954 -PPG/41-2012 Dt.25 September 2012)

1.3 ORGANISATIONAL STRUCTURE

The Office of the Principal Accountant General (Economic and Revenue Sector

Audit), Gujarat wagenamed as the Principal Accountant General (Augit

Guj ar at by CAGOGNo. 9%/095dU/2020 dated 15e08.2020 n

upon restructuring of the Audit Officesnd t he Group Officersé <char
called Audit Management Group (AMG). The Grewfse distribution of

clusters and the Group Officers' charges in this offith effect from21 May

2020

The cadre control of Senior Audit Officers (&10s)/Assistant Audit Officers
(AAOSs) of civil cadres of PAG(Auditl) Gujarat, O/o PAG (Auditi 1), Gujarat

and O/o the PDA(C) Ahmedabad are with the Principal Accountant General
(Audit-11) Gujarat and the adre control below the level of AAQsz., Multi
Tasking Staff (MTS), Record Keeper/ Daftry, Data Entry Operators, Auditors,
Sr. Auditors, Supervisors O/o PAG (Audliy are with Sr. Dy. Accountant
General (Administration).

The gr oup oihthe office ofteedPrincigal Aacogneant General (Audit
I), Gujarat for audit functionss called Audit ManagemenGroup (AMG) (ie.
AMG-I, AMG-II & AMG -11).

The Organisational Structure of Office of the PAG (AUbitGuj ar at
Ahmedabaglis as follows:



Principal Accountant General
(‘Audit-II)

- DAG Admn, an1 ) SAF'-\LIDQ? elfare Officer|

1.4 Audit Management Group (AMG-III)

As per cluster wise distribution, Audit Management Group (AMY is
responsible for the audit departments falling under Finandé®evenue (Stamp
Duty & Registrationand Energy and Power clusters.

AMG-III wing is responsible for conducting audit of

9 Superintendent obtamp& Registration Fee and Inspector General of
Registration §S &GR) under Revenue Department,

1 Finance Department, including Commercial/ State Goods & Services
Tax Officestwo PSUs etc.

1 Energy& Petrochemical departmeiricluding one Autonomous Body
(GERC) 21 PSUsetc

1 Resident audit offices at Ahmedabad (RAO PAO) and Gandhinagar

The following table shows the Department wise number of units and
Autonomous Body under the AM@ wing:



Department/ Autonomous PSUs Total Units

Bodies (including implementing
units and PSUS)

Finance 02 199

Revenue 00 358

Energy and Petro Chemicals 21 173

Autonomous Body (GERC) 00 01

Total 23 699

The Sanctioned Strength and Men in Position of St AO/A@0D and Auditor
for AMG-I1ll wing ason QL March2020is as follows:

Particulars SAO/AO | AAO/Sup | Sr.Ar/Ar | Total
Sanctioned Strength of 16 32 35 83
AMG-III
Actual MIP of SSincl 13 25 18 56
SFR/FINAT/ RAOS)

Less:Staff in Hgrsincl 5 13 18 36
SFR/FINAT/ RAOS)

Manpower for Field Audit 8 12 0 20
Work

The AMG-1Il Wing is headed by a Group Officer. The Wing is further divided
into AMG- Illl (Hg-1), AMG- lll (Hg-2), AMG-IIl (SFR) Sectionand RAO
PAOs, Ahmedabad and Gandhinadgaach Section is under the cgarof a
Branch Officer. The Branch Officer of these Sections are assisted by AAOs and
other subordinate staff.

The SFAR Section is responsible for preparitigge SFR ReportThe dutiesand
responsibilities of AMG IlI(Hgr-1 & Hqr-2) are as follows:

AMG Il (Headquarter 1) is the controlling section for the audit of

1 Finance Department, includingeceipts and expenditure of
Commercial/ State Goods & Services Tax Officesp PSUs,
Directorate of Insurance, Directorate of Pensein,



1 Receipts and expendite of Superintendent of Stamp & Registration
Fee and Inspector General of Registratif @GR) under Revenue
Department,

AMG-III (Headquarter @is the controlling section for

1 The audit or receipts and expenditure of the Energy and Petrochemicals
Depatment

1 The propriety audit and audit of account$é the Public Sector
Undertaking (PSUs) of the Energy 8ctor under the Energy and
Petrochemicals Department and Finance Department.

1 Audit of one Autonomous Bod - Gujarat Electrical Regulatory
Commission (GER).

The RAO PAOs Ahmedabad & Gandhinagar are responsible fo

1 Post audit of contingent vouchers/bilislating to Governor offce,
Liaison offices at New Delhi and Mumbai for Gujarat Bhavan
expenses of MLAs Gazetted Officers and nen Gazetted
Officers/oficials passed and paid by the Pay & Accounts Offices.

1 Audit of sanctionsAudit and countersignature of Monthly Compiled
Accounts submitted by the Pay & AccournBffices before it is
submitted to the Accountant GenefA&E).

1 Review of contract registaeqgister of Utilisation certificates submitted
in respect of all grantm-aid paid by the Pay and Accounts offices.

TheFINAT is responsible for

1 Audit of the Annual Accounts of the State Government (the Finance
Accounts and the Appropriation Accountdydit of Monthly Civil
Accounts and Monthly Appropriation Accounts andardination with
the other teams in the Financial Audit Wing dealing with scrutiny of
vouchers, sanctions, etc. and Treasury Inspection teams of the office of
Accountant General (A&E Guijarat, Rajkot.

1 Sampling of treasury vouchers collected from O/o the PAG (A&E),
rendering an opinion on proposals for opening of new-raduls
received from the State GovernmébourceD.G (GA) instruction vide
letter. TM/S2//ONSCOR/201213/573 dat¢d 29.12.2014.

1 Vetting of draft explanation notes (through UORp)eparation of
guestionnaire on the basis of para appeared in Appropriation Accounts
for the 201112 and onwards.

The SFR is responsible for

T Preparation of CAGO GowRramentofiGujavat St ¢
1 Preparation otlatafor presentation before a new Finance Commission
whenever constituted.

TheReport Sectioims responsible for



1 Identification of topics for undertaking Performance Audit (PA) and
Subject Specific Compliance Audit((SSCA) and monitoring
implemening the Audit plan for PAS/SSCAs

T Preparati AutitReport CAGO s

1 Assist COPU/PAC on the observations selected for discussion.

15 AUDIT PLAN

The Audit Plan structure for each year shall be drawn considering the
organizatbnal set up of the department with particular reference to the audit
domain. The Annual Audit Plan shall aim at ensuring independent, reliable,
balanced and timely reporting on public finance and governance, adopting best
practices in Government auditingsith optimum utilization of available
resources, by conducting financial audit, performance and compliance audits of
various functions and activities of the Government. The Audit Plan may
basically be based on the vision and strategic objectives laidh ciirategic

Audit Plan. Categorization of units may be based on revenue of the auditee unit,
risk perception linked to the budget estimates of the department, State Budget
speechpast auditesults etc.

Based on the risk analysiset department wise A, Bnd C categorization of
unitsaremade Herefi A tndicatesHigh RiskUnits, i B Medium RiskUnits

andfi C dow Risk Units. The unitsare identified keeping in view th@rust

areas to be covered in respect of revenue and expenditure units and autonomous
bodies

Man days for audit plan may be worked out keeping in view the manpower
available for the fieldwudit work. Thevorking days in a yeareestimatedfter
deductingfrom 269 days (approximate total working daydhs State Govt.),

the number ofdaysfor leave, monthly meetings, mouse/external training
programmesetc. Theman daysirawn on the basis of available working days
and manpower for field audit are to dkocated between Performance Audits
(PA), Subject Specifi Compliance Audits (SSCAudit of Accounts of PSUs

& Autonomous Bodies, Certification of Actual Revenue of the State,
Compliance Audits, flow-up Reviewsetc.

The parameters and weightage presently adopted forcaéibegorizationof
different audit unitdbased on the prescribedteria are as follows:

151 SELECTION CRITERIA ADOPTED (For Commercial Tax):

For GST, Value Added Tax, Profession Tax, Entry Tax and Purchase Tax on
sugarcane, risk assessmeraty beconducted taking into account the parameters
mentioned in following thle. Risk for each unit for each parametety berated
between 1 to 3 points based on criteria fixed éach (Annexure - 01).
Thereafter, weightage for each parameatat befixed totaling 300 points based

on the importance of these criteria in asses#iegrisk as detailed in table
below:



Sl. Parameters Maximum Weightage
No. based on rating out of
300
1 Revenue Rating vi&-vis total revenue of the State 60
Tax Deptt
2 FNs/ Part Il A paras issued during the last 3 years 60
3 Manufacturers to totalehlers rating 60
4 Units audited during last 3 years 30
5 Deptt. Response to IRreply during last 3 years 30
rating
6 Budget proposal rating 30
7 | Complaints/ Media Reports 30
Total 300

Specific weightage has been assigned for each of the parametier various
taxes which areexplained Based on the result of the risk assessment,
categorization of units as A, B and C are to be made as follow:

Category A: Units with total 180 or more points are identified as high risksunit

Category B: Units with 140 or more points but less than 180 points are
identified as medium risk ursit

Category C: Remaining units i.e. all units below 140 poiargidentified as
low risk units.

15.2 SELECTION CRITERIA ADOPTED (For Stamp Duty &
Registration Fee$:

Basedon the result of the risk assessment carried out, specific weigistage
assigned for each of the parameters under various taxes which are explained
(Annexurei 02

Weightage for categorization of Units in A, B and C category are given as
mentioned below:

. Revenue:- 20 points

. Complaints / Media Reports: -10 points

. BudgetProposal: -10 points

. Number of Documentstinits:- 20 points

. Units audited in last three years:- 10 points

. Reply of IRs during last three years:- 20 points

. Part IIA Paras / FNs issued duringlast three years:- 10 points.

~N o Ok WON P

Based on the result of the risk assessment, categorization of units as A, B and C
are to be made as follow:

Category A: Units with total 170 or more points are identified as high risksunit
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Category B: Units with 130 or mee points but less than 170 points are
identified as medium risk ursit

Category C: Remaining units i.e. all units below 130 pts identified as low
risk units.

153 SELECTION CRITERIA ADOPTED ( Other Finance Department
offices):

The following four units previously fallingunder the audit jurisdiction of the
erstwhile Office of the Pr. Accountant General (G&SSA), Gujarat, Rajfet
after the restructuring of the officeuditedby the AMG Il Group of Pr.
Accountant General (Audit), Gujarat The auditof these units is conducted
annually

Director Accounts & Treasury
Director of Pension Provident Fund

i
i
U Registrar of Sale Tax Tribunal
i

Director of Insurance

1.5.4 SELECTION CRITERIA ADOPTED FOR PSUs

1. Following is the criteria/ parameter applied in respect &S
Sl. Criteria Risk
No. Points
a. |Positive capital employed 1
b. |Increase in capital employ¢dompare to 5 yeamgo |2 >100%0 =2
<100%=1
C. |Increase in turnoveicompare to 5 yeamgo 2 >100% =2
<100% =1
d. |Profit making PSU 1
e. |Activity of the PSU contributed major part of t|2 <50% =0
revenue 50-80% =1
>80% =2
f. | Total income and expenditure
g. (i) isover 1000 crore 3
(ii) is between 500 and 1000 crore 2
(iii) is less than 500 crore 1
h. | Adequacy of internal control 1to2
i. |Areas of audit sctiny 1to4
j. | Past audit concern 1t03

Total Risk Point¢RP) in all PSUs are worked out based on financial figures for
the prior yeallatest available Thereafter, individual PSUs are categorised as
per criteria given below

1 If RP equal to or grater than 12 of total 20 RP; the PSU is Cateddéy
1 If RP equal to or greater than 1 but less than 11; the PSU is CatBgory

1 If RP is equal to O; the PSU is CategdBp

8



After cateqorisation of PSUs, further categorisation of PSU units is made
in the following manner:

a) Gujarat State Electricity Corporation Ltd

1  All Power Station taken into Categai6

b) Gujarat Energy Transmission Company.Ltd

1  Transmission Circle, Categod@d

c) Forall DISCOMs

1 Divisions having revenue of500 crore and above, cgtey A&
9  Divisions having revenue betweeri00 and 500 crore, categorgBa

1 Rest of the divisionsategorydCa
1  Allcircles and RSOs, categoéZa

2) Supplementary Audit

The criteria for selection of State PSUs for supplementary Audit as petsCAG
letter no 500 WR/ KC/ Selection Criteria 341-2013 dated 09uly2014 is
discussed later in this Chapter

3) Integration of risk analysis with annual plan

In respect of corporate offices of PSUs selection is made based on marks allotted
based on risk anadis and past experience

In respect of divisions of PSUs the selection is based on the following criteria

1 Manpower available after covering PSUs
1 Inter se expenditure and revenue of the divisions
1 When the unit was previously audited

Revised citeria for selection of State PSUs for audit of annual
accounts under Section 148) a) 6f the Companies Act, 2013

The existing criteria for selection of State PSUs for audit of annual accounts
under Section 1486) a) pf the Companies Act, 2013 have been revised
supersession of all earlier instructiofi$ie periodicity of selection of annual
accounts of State Government Companies for supplementary audit would be as
under

Periodicity Criteria
Annual Paid up capital above 50crore or Capital employed abog
200crore or Turnover above 500 crore whichever
applicable

Triennial Paid up capital 20crore to 50crore or Capital employe
100crore to  200crore or Turnover 200crore to
500crore whichever ispplicable

Oncein five |Others(not covered under above critgria
years




1. Annual accounts wherein disclaimadverse opinions have been given by
the Statutory Auditors should be taken up for supplementary audit
irrespective of applicable selection erifa

2. First accounts of the Company should be taken up for supplementary audit
irrespective of the applicable selection criteria

3. The Statutory Corporations may be audited annually as CAG is the sole
auditor.

4. Notwithstanding the above criteria, in case PAG, based on assessment
of risks, wishes to conduct the supplementary audit of companies falling
under category?2) and(3) above for more than one year, the audit could be
taken up without any restrictions

5. While issuing nofreview certificates in respeof companies falling under
triennial or once in five yeabscategory, the ES I&Il must ensure that
minimum check such as arithmetical accuracy, general compliance to
Accounting Standards in drawing the financial statements, compliance with
earlier yearobservations and correctly carry forwarding the previous year
figures are donAMG-IlIl Headquarter Section may carry out general
checking of the accounts before PIA&GG signs the nomeview certificates

(Authority : CAGGs letter no. U.O. 500 WR/ KC/ Seletion Criteria / 341-2013 dated Quly 2014

Headquarters | section consolidates the Annual Audit @a®) for AMG I

Group and forwards it t€entral Audit Report Sectio(CAR). The AAPIs

submitted to CAG Office during AugusgtSeptember of each yeaorfthe

subsequent financial year for approvafter consolidation by Central Audit

Report Sectionthe Annual Audit Plan of the office s submi tted to CAGOS
Office during August/ September for approval.

16 FRAMING OF AUDIT PROGRAMMES

The quarterly audiprogramme is prepared for each local audit party based on
the receipt of approval of the Audit Plan for its implementation from Head
quarters. After approval of programme by the PgalcAccountant General, the
same is issued to Local Audit parties. ThadA Programme (Quarterlygre to

be uploaded on the official website of office of the PAG (AdjjtAhmedabad,
Guijarat.

The composition of local audit party generally consists of one Sr. AO/AO, One
AAO and one Auditor keeping in view the nature, and plexity of the work

of auditee organization. Besides, the supervision at Group Officer level is done
for audits as per the programme approved by the BaA@it-11).

1.7 DURATION OF AUDIT

There are no welkid down norms for fixing the duration of audit. &kime
allocation is closely reviewed to decide the duration of audit keeping in view
the availability of audit resources and increase in the volume of activities of the
auditee units.
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The Inspecting Officers may indicate their suggestions for increaskeein
duration of audit for future audits in the Title sheet while forwarding the draft
inspection reports. In consideration of these aspects duration of audit may be
decided by RSA (Hq) Section.

18 COMMUNICATION OF AUDIT PROGRAMME

An intimation of auditshould be sent to the management of the concerned
auditee unit at least two weeks in advance detailing the names of the audit party
personnel and the duration and type of aafiér the approval of the Quarterly
Tour Programme by the Pr.A.Quarterly tair programmes as approved by the
PAG should be intimated to the Inspecting Officers and local audit parties well
in advance. A programme register shall be maintained by AM@qr-1)
Sections. The extension of audit programme if any, along with detailed
justificationareto be submitted to the Group Officer for prior approval.

19 DUTIES AND RESPONSIBILITIES

For ease of functioning, AM@I has been further divided into Headquarters I,

II, Resident Audit Office (RAO), Ahmedabad & RAO, Gandhinagar 8R&
Section. These Sections and RAOs function under the supervisory charge of
Deputy Accountant General, AM@. Each Section is under the direct charge

of a §. Audit Officer.

The allocation of duties and responsibilities to AAOs, Sr. Auditors, Auditors,

Clerk- cum Typist and Data Entry Operators would be entrusted by the Branch
Officer. The following are the important duties and responsibilities entrusted to
the AMGHII (Hgs 1 and 2) Sections:

1.9.1 AMG-Ill (HQ -1) SECTION

The duties and responsibilities mainhgiude:

i. This Sections responsible for preparation of Audit Plan in respect of
Finance Departmemind Revenue Department (for SS & IGi)also
consolidation of th Annual Audit Plan of the Wing;

ii. The section is responsible for execution of the Audit Biaproposing
tour programmes for audit afl theunitsunder the jurisdiction of the
AMG 11l Group;

iii. Vettingand issue ofEARs within 30 days of completion of audit respect
of Finance department including PSUs, Value Added Tax, Goods &
Service Tax, SuRegistrar, DyCollector (VOP) and IGR ;

iv. Issuance of Factual Notes;

v. The Section is responsible for organizing monthly meetings of the wing as
well as making arrangements forhouse training and nominations for
training at RTI/RTC

vi. Convening of Audit Comiittee Meetings;

vii. Checking of T.A. bills of the field party members with their approved tour
programme and weekly diaries of work done and other records maintained

11



at the headquarter Section and to forward the same to the Bills Section of
the office for reimbursement;
viii. Diarizing of all letters received by the Wing.
ix. Consolidation of various returns/ information of the wing for onward
transmission to the Comptroller and Auditor
x. Disposal of court cases pertaining to AMIGsection when receied.
xi. Maintenance of Guard files of the circulars received from the
C & AG of India and arrange for their circulation to the field parties and
Sr. Audit Officers/AOs/Inspection Officers to serve as their guide for the
audit work.

Other important functions

() COMPUTATION OF EXTERNAL ARREARS

The computation of external arrears forming part of the Monthly Arrear Reoirt
is based ondilowing time schedule is prescribed in respect of outstanding
objections relating to VAT Audit and other State Receipts Audit

(&) Undea assessment and over assessments - 20
minutes

(b) Defective procedure - 15
minutes

(Authority: CAGOs | &7dated31.0Vdo968)4 09/ Rev. A/ 616

(i) REGISTER OF WEEKLY DIARIES

A register to watch the receipt of weekly diaries from LAPs should be
maintaired byAMG-III (Hgr-1). The weekly diaries on receipt, may be entered

in the register which shall be put up to the Branch Officer for approval. In case
of supervised audits, the weekly diaries are required to be countersigned by the
Inspecting officers.

(i) REGISTER OF TA BILL

The register is intended to record the receipt of the TA Bill from Sr. Auditors
and AAOs posted in the LAPs. The T.A. Bills shall be verified with reference
to the tour programmes, dairies and leave adcetm and forwarded to the
SrAO Bills Section for sanction and disbursement. The Inspecting Officers may
submit the TA Bills directly t&srAO/BIlls.

1.9.2AMG - Il (HO -2) SECTION

The duties and responsibilities of HQ2 mainly include:

i.  Preparing Audit Plafor audit of Energy & Petrochemicalpartment;

ii.  Toconvene a meeting with the Management and the Statutory Auditors of
all the Companies with the DA®AG to discuss about the schedule dates
of finalisation of accounts

iii.  To resolvé take up the matter with the Chief Executive Officer of the
Company in advance before commencement of supplementary audit in

12



Vi.

Vil.

viii.

Xi.

Xii.

Xiii.

Xiv.

respect of Accounting Policies adopted by the Companies which are not
in compliance with the Accounting Standards

To provide local audit parties the details of important dneaisits to be
specifically examined in the field after scrutinising the Board and Agenda
Minutes received at Headquarter from the respective Companies

To arrange for training of Officet$Staff with regard to the introduction
revision of Companies Act, IFRS and AccougtiStandards so as to
enable them to audit in changed circumstances

To arrange for training of OfficefStaff in ERP SAP to enable them to
conduct the Audit in Computerised Environment

Prima-facieverification of the certified accounts received andsigsion

of the review remarks to the DAGAG along with the proposal for
selection of PSUs as per the criteria prescribée specific key areas to

be verified on comparison with the audited accounts of previous years be
prepared and communicated to Fheld Parties before commencement of
the Supplementary Audit after obtaining the approval of the DA&G.

To monitor the receipt of certified accounts from the Companiea vis
schedule dates of finalisation of accounts

Vetting and issuing of draft coments on the annual accounts of
Government Companies received from the local audit paftia®),
within the reasonable time keeping in view of the relevant instructions of
the CAG in this regard

To scrutinise the replies to the draft comments as fuedigby the
Statutory Auditors and the Management of the Government Companies
and to finalise the comments on the annual accounts and to forward the
same to the CAG for its approval along with the Annotated statement
containing suitable rebuttal and Auditi@éences

To verify and issue the comments on the annual accounts of Government
Companies, as approved by the CAG, to the Managing Director of the
Company To furnish a copy of the issued comments to @\Gffice

along with Proforma on performance of Audgo

To issue Management Letters about minor deficiehadservations

made in audit and the assurances to the Chief Executives of the Companies
to rectifying the same during finalisation of accounts for the next financial
year.

To watch the receipts of ripted annual accounts of Government
Companies after adoption of the accounts and the comments of the CAG
in the Annual General Meeting for forwarding required copies of the
annual accounts to CA® Office

Arrange audit of accounts received from the Comigd Corporations as

per the prescribed time limit and to arrange propriety audit of units as per
Audit plan. The audit of accounts of Government Companies under
Section 1436) k) read with Section 12@4) of the Companies Act, 2013

is selected by the Icipal Accountant General keeping in view the

13



various Guidelines issued and criteria prescribed from time to time by the
CAG.

xv. Vetting and issue of LARs of Autonomous body, PSUs of Energy and
Petrochemical Department working under this department withda$9
from the dateof completion of audit;

xvi. Issuance of Factual Notes;

xvii.  Convening of Audit Committee Meetings;

xviii.  Maintenance of Guard files of circulars received from CAG & Resolutions
& Orders received from Revenue Department regarding allotment of
Governmeh Land. Guard file in respect of circulars of any received in
respect of other taxes is also maintained.

Other important functions:

(i) Arranging pre-Accounts meeting with the Statutory Auditors
and Management

Headquarter Office had directed that meetindpwhie Compan§ management

and statutory auditors should be convened and should be advised to comply with
the various requirements of the Companies Act, 2013 and the Accounting
Standards/ Indian Accounting Standards, etoile finalising certifying the
accounts and to ensure that the assurances furnished by them for the audit
observations pointed out in the earlier years are fulfilled

Detailed time schedule be drawn up in consultation with the Con¥pany
management and Statutory Auditors from the commaeoéto completion of
audit by the Statutory Auditor and handing over the required number of signed
copies of accounts to CAG for supplementary addie time schedule is to be
monitored through constant interaction with them

(Authority : CAG&s letter na247-CA-1l/Co -ord./Instructions/2008-09/82/2005/Vol 1l dated 11 May
2009

The preaccounts meeting with the Statutory Auditors and management has to
be held with all the companies every year in the month of February and March
before the start of supplementaudit

(i) Audit by Statutory Auditors under the directions of the CAG

The Statutory Auditors are required to submit a copy of the audit report to the
CAG which, among other things includes directions if any, issued by the CAG
to them under Section 1@ of the Companies Act, 2013, the action taken
thereon and its impact on the accounts and financial statements of the company

In this regard, it was decided that three general directions as finalised by the
Audit Board for Central PSUs would apply to t8t&#SUs in toto and as such
may be issued to the Statutory Auditors for compliance in respect of the annual
accounts for the year 2041® and onwards

The approved directions are as follows

a) Whether the Company has system in place to process all the angoun
transactions through IT system? If yes, the implications of processing of
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accounting transactions outside IT system on the integrity of the accounts
along with the financial implications, if any, may be stated.

b) Whether there is any restructuring of @xisting loan or cases of waiver/
write off of debts/ loans/ interest etc. made by a lender to the Company due
to the Companyds inability to repa
may be stated.

c) Whether funds received/ receivable for specific sclsinoen Central/ State
agencies were properly accounted for/ utilised as per its terms and
conditions? List the cases of deviation.

In addition to these directions, the Field Audit Offices can also issue additional
company specific directiongsub directios) to the Statutory Auditors for
Compliance The latest sector specific directions applicable to PSUs are as per
Annexure-1. For the purpose of having the uniformity and standardisation of
Company Sector specific directions, specific instructions woulddseiled by
Western Region

(Authority : CAGGs letter no. 42 WR/Coord/C&AB/Comp. Amend Bill/16-2013 dated 04 February
2019

(i) Companies(Auditor & Reporf) Order 2016

In exercise of the powers conferred by seation (11) of Section 143 of

the Companies Act .3 (18of 2013) and in supersession of the Companies
(Auditor's Report) Order, 201%fter consultation with the Institute of
Chartered Accountants of India, the Ministry of Corporate Affairs. Government
of India made an Ordefiz.,Compani es (pérty@rdet 2016 dvisich R e
was published in the Gazette dated 29 March 2016. The extract of the CARO,
2016 is enclose@Annexure 2).

(iv) Implementation of Financial Attest Audit Manual (FAAM )

CAG office has desired that Financial Attest Audit Man(@RAM) be
implemented during the supplementary audit of Government Companies
FAAM is a systematic approach towards accounts audit for obtaining better
results As per the manual three broad stages have to be followed during
supplementary audit

1) Planning which involveqa) Describing the auditee institution;
(b) Establishing audit objectives and scof®;Determining materiality;
(d) Assessing riskie) Preparing audit plan; affjl Preparation of detailed
audit programme

2) Executionwhich involvega) Sampling or tetsof controls;(b) Performing
control testing procedure) Performing analytical reviewd) Sampling
for substantive test of details; af@l Review or working papers

3) Reporting which involves(a) Deriving conclusions and evaluating audit
findings;and(b) Reporting

Relevant pages of the FAAM manual published by the IA&AD in June 2009
containing detailed instructions relating to the above areas may be referred to
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(v) Consideration of fraud in audit of financial statements

During the audit of financiatatements, two types of intentional misstatements
are relevant to the auditor vimisstatements resulting from fraudulent financial
reporting and misstatements resulting from misappropriation of assets
Fraudulent financial reporting involves intentadnmisstatements including
omissions of amount or disclosures in financial statements to deceive financial
statement userd-raudulent financial reporting may be accomplished(ipy
Manipulation, falsification(including forgery, or alteration of accoumtg
records or supporting documentation from which the financial statements are
prepared{ii) Misrepresentation in, or intentional omission from, the financial
statement of events, transaction or other significant information; (iand
Intentional misapptation of accounting principles relating to the amounts,
classification, manner of presentation or disclosure etc. Detailed guidelines
Standing Orders on role of audit in relation to cases of fraud and corruption
issued by IA&AD in September 2006 may tteéerred to

(vi) Issue of Draft Comments

As a result of supplementary audit under Section@43 of the Companies

Act, 2013 of the accounts, the draft comments should be issued to the
Management and the Statutory Auditors prescribing time limit for thply.re

On receipt of their reply Annotated Statement should be prepared with further
audit remarks and submitted to CAG for appro@i receipt of approval, the
same may be issued to the company for placing it before the Annual General
Meeting, at the sami@me and manner in which Statutory Auditors Report is
placed In case where no comment on the accounts is noticed as a result of audit
under Section 148) b) (of the Companies Ac2013 a"NIL" comment
certificate may be issued by the PAG to the Company

If the Management of a Government Company decides to revise its annual
accounts and specific disclosure in Notes Forming Part of Accounts regarding
the revision of the accounts in the light of the PAG's comments under Section
143(6) b) 6f the Companies &, 2013 it is made by the Management and the
Statutory Auditors of the Company by way of a note to the revised accounts, a
il Comment certificate' may be issued by the PAG after receipt of the revised
accounts duly audited by the Statutory Auditorsrfrine companyA copy of

such certificate along with the Revised Independent AudiReport may be
forwarded to the CAG for his information as is done in the cadd@i Review
Certificaté' and"Nil comment Certificatéon the accountsA compendium of
comments issued durirgj0 11 7&and2 0 11 &8s kept atAnnexure-3.

(vii) Formats of certificates for issue of comments

Consequent upon notification of the provisions of the Companies Act, 2013 and
Rules made there under the existing formats of certificate ioe lsScomments
under Section 143 (6) (b)of the Companies Act,2013have been modified which
are applicable in respect of financial statements of accounting periods
commencing on or after 1 April 2018 copy of each of the five new formats

of certificate forissue of commentdor Standalone Accounts and Consolidated
Accountgis kept asAnnexure-4 (A) to 4 (E) and 5 (A) to 5 (I).
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(Authority : CAGG letter no. 563/WR/C&AB/Comp Amend Bill/16-2013/Voll dated 27 August
2018

(viii) Audit of Consolidated Financial Statenents

According to provisions of the Companies Act, 2013 including those relating to
appointment of Statutory Auditors, CAG conducts supplementary audit of
financial statements of the Government Companies and also other companies
which are owned or contield directly or indirectly, by the Central Government

or by any State Government or Governments, partly by the Central Government
and partly by one or more State Governmenesfwi April 2014

Combined reading of Section 1290 4), 1435) and 1436) of the Companies

Act, 2013 lead to a conclusion that for the holding companies which are either
Government companies or Government companies which fallin the category of
companies owned or controlled directly or indirectly, by the Central
Government or by anState Government or Governments, partly by the Central
Government and partly by one or more State Governments, auditors for audit of
Consolidated Financial Stateme(@$9 prepared and adopted by such holding
companies would be appointed by CAG and saipentary audit of such CFS
would also be conducted by CAGurther as per the explanation given under
Section 12) of Companies Act, 2013, subsidiary includes associate company
and joint venturdhe guidance note on audit of consolidated financial
statenments is kept atnnexure-6).

(ix)  Proforma of Performance of Auditors

In order to assess the performance of the auditors of Government Companies
and Corporations, information in a detailed Proforma need to be sent to the CAG
Office along with the endorsemetpy of CommenisNil Comments Non-

review certificate on the accounts of the CompdAynexure-7). | f t h
performance is considered unsatisfac
CAG office after considering the fin;

(Authority : CAGGs letter noAA 1193/CA V/30-2003/Vol Il dated 13.11.2017 and letter no. 1331/ GA
V/ F/ 652019/ Vol | dated 18.12.201)9

(X)  Advice Sought By Statutory Auditors

Under Section 143 (5) of the Companies Act 2013, C&AG has the power to
direct the manndn which the accounts shall be audited and to give instructions
in regard to any matter relating to
If AG is approached by any any of the Statutory Auditors for advice on any
problem area during the course otlauAG should seek the query in writing
and furnish the reply also in writing

(xi) Arrears In Accounts Of State GovernmentCompanies

The AG should brief the Chairman of the Committee on Public Undertakings
about arrears in finalization of the accounts of@oenpanies so that COPU
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could call the Chief Secretary to explain the action taken by the Government

in tackling and overcoming the arrears
1.9.3Common instructions for Headquarters Sections on certain matters:
() PROCESSING & ISSUE OF LAR

The draft LAR $iould be vetted carefully to ensure that all the working paper
requirements as explained above have been complied with and the audit
evidence in the form of key documents is available and is sufficient and
appropriate.

The draft LAR duly vetted is to be lsmitted to the Group Officer for approval

and to be issued within 30 dafyfsm the date of completion of audit or such
other period as prescribed in this regard to the Head of the Department or the
authority concerned

Headquarters instructions to mainttie quality of the Inspection Reports (IRS)
insists that only such paras should be included inlPArof Inspection Report
which can be developed further for Audit Report of the same year or within the
next 23 years. The monetary limit of paras in P&A should be the same as
the monetary limit for the FNs/PDPs. For findings involving serious systematic
issues, no monetary limit should app{yuthority Letter No: 137/RSCS/Coordn/Aud
PIn/2008/279 dated 04.02.2009

(i)  FACTUAL NOTES, PDPs/ DPs

Instructons on Factual Notes, PDPs, DPs and Audit Reports will be issued
separately. The Factual Noteshould be supported ey copy of the relevant
half margin paragraph of the LAR along with relevant key documents for its
further process for inclusion in tiAaudit Report, Government of Gujarat.

(i) PURSUANCE OF LAR

The officer in charge of the auditable entity shall send the reply to the LAR
within one month of its receiptn case of nofreceipt of replies; periodical
reminders may be issued at appropriate leél&lompliance is received.

(iv) PROGRESS REPORT OF ISSUE OF LARS

To watch the prompt disposal of draft LARs received from the field parties and
RAO/PAOs Ahmedabad & Gandhinagar, a return is to be submitted to the
Group Officer on 7th of every month. The BcanOfficer incharge of the
Sectionshould ensure its submission.

(v) ReviewOF OUTSTANDING PARAS OF OLD IRS

Pendency of old vintage IRs/Paras were being noticed during inspections of
various Audit Offices across India. Headquarters vide letter no
137/RSCS/Coain/Aud PIn/2008/279 dated 04.02.2009 issued instructions to
review all outstanding para pertaining to the period more than five years to
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forward to the respective departmental Secretaries/Chief Secretary with a
request for necessary follow up action ircleacase.(Authority Letter No:
722/Inspection/307/213-14 Dated 29.09.2014)

(vi) IR MAIN / OPTIMA

The AMGIllHgs (1& 2) Sections are required
OPTI MAG, a s of t-wageeto aatervie theo nequicement nof
monitoring LARs ad money value objections, ensure timely issuance of
inspection reports, pursuance of objections and preparing the periodical returns.
The database consists of fooomponents namely, master dathauditee
Offices to be audited, Inspection Reports, Audij€dtions and Potential Draft
Paragraphs as well as MIS reports.

Further, the I.A.AD. is in the process of developing and implementingIAAD

One System applicatiof)|OS). The application envisages Audit Planning, Audit
Execution, framing Audit Querrge Local Audit Reports, etc. on the application.
Detailed guidance and instructions for the same are being issued from time to
time.

(vii) INWARD REGISTER

An Inward Register to watch the disposal of important correspondence received
from C&AG and Government etavill be maintained in Headquarters Sections.

A weekly report of outstanding letters is to be prepared and submitted to the
Branch Officer and to the Group Officer and PAG once in a month.

(vii) DEALING WITH GENERAL MATTERS

AMG-III (Hgs-1&2) Sections shalleal with all general matters and necessary
instructions in the form of circulars etc., are issued after getting approval of
Group Officer. The calendar of returns shall be maintained by both the
Headquarter Sections and the various returns should be sedbionit due date

to the Group Officer/PAG/C&AGfterconsolidation by Headquarters I.

(ix) PRESERVATION OF OLD RECORDS

SL.No. | CATEGORY OF RECORDS PERIOD OF PRESERVATION

5 years for anmal and 6 years fo
biennial audits from the date of issue|
report or till the settlement of all par
whichever is later.

Local Audit Reportg
1. finally closed as no aud
objection is outstanding

Files related to thq
instructions ang
2. directions issued by the | Permanent
& AG from time to time
regarding scope of audif
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3. Digest of important cases | Permanent
One year from the end of the year
Digest of Supreme Court | which all the cases included in t
4. o : .
decisions Digest have appeared in the S3g
Tax Cases.
Files dealing with audit of | Five years
5.
Annual Accounts
Files dealing with Five years
6. Supplementary Reports of
Statutory branch auditors
" Files dealing with Quarterly Two years
) Financial Reports
8 Printed Annual Reports of | Eight years
PSUs
Files dealing with receipts | Eight year
9 and disposal of audit of
annual accous of PSUs
Files dealing with Five years
10 Comments under section
6194) of the Companies
Act 1956
Detailed Schedules of Three year
11 Annual Accounts and
working sheets thereof
different PSUs
12 Audit Programme files Threg years from thend of the yea
to which it relates
13 Clarifications issued by th| Till they are included in thy
Government bulletins.
14 Bulletin referred to in3 Permanent

(x) C&AG office hasmadesignificant changes in audit methodology. In this

(Authority: CAG letter N0.443/Tech.Admin/1/77068 dtd.16/12/1968)

regard following changes in audityebeen made:

1. Compliance Audit

0 Before commencement of audit, desk review is being conducted by LAPs
in pursuance of Guidance Note on improving the quality of Inspection
Repots issued by CAG office. This gives the LAP an understanding and
insight about the audit entity and the focus areas before visiting their

office.
U Draft POMs with money value more than crore are submitted by LAPs
for approval. POMs above 1 crore and upto 25 crore are being

approved by Group Officer and abov@5 crore are being approved by

HoD/ PAG.
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2. FEinancial Audit
During the course of processing of the draft comments after coompsti
Accounts audit, the comments which are to be dropped or are to be
pursued through Management Letter are being discussed with Field Audit
Parties so as to take their view/ consent before finalization of comments
to be sent to C&AG Headquarters.

(Authority : C&AG & letter na. 01-WR/ Coord/ AAB/ 184-2017 dated 0101-2019
1.10 Audit Report Section

Consequent to restructuring of May 202t State Finance Audit Reportis a
mandatory report. SFARs for the year 2@&® will include analytical
information onState Revenues (contained presently in chapter 1 of the Revenue
Report) and a summary analysis of financial performance of State PSUs with a
bearing on the fiscal situation of the State, so as to present a qualitatively
superior picture of State Financa@#is report will be prepared by the office to
which the Finance Cluster is allocated The other office will contribute
resources/analysis as requirédcordingly, this report would be made by the
PAG (Auditll), Gujarat

Guidelines andhstructions for peparation of Sectoral Reports and other reports
will be issued separately.

1.10.1 LAYOUT OF THE CHAPTERS

The layout of Chapters in the Audit Report of the Comptroller and Auditor
General of India, Government of Gujarat contains information relating to the
trend of revenue receipts of the State, recovery position results of the paragraph
etc. The format of this Chapter is prescribed by the CAG Office from time to
ti me. The format was | ast r-8RAMZEKed vi
Centre/2014 Dated 14.08014. The draft report are to be submitted to the Head
Quarters within the time schedule as prescribed from time to time through
Central Audit Report (CAR) Section.

1.10.2 DRAFT PARAGRAPHS

AMG-IIl (Hgs | & Il) Section and RAO/PAO, Ahmedabad & Gandhinagar
identifies the Potential paragraphs from the Inspection Reports and prepares
Factual Note (FN)nd obtain the approval of the Group Officer for further
processing. The approved FNs received from Hgs.Section are entered into FN
register and are scrutinizedth relevant key documents submitted.

Potential Draft Paragraphs (PDP) are prepared and issued to the Managing
Director/ head of the concerned Audited Entity with the approval of the Group
Officer in respect of FNs which are found fit for inclusionhe #Audit Report.

The FNs which are deficient in key documents or want of some additional
information are returned to Hqgs. section for collecting the missing key
documents from the field parties. If the PDP is not found appropriate for
inclusion in the AudiReport, a note would be put up for its closure to the Hgs.
section with the approval of the PAG.
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The PDPs issued would be processed as Draft Para further in the Section and
submitted to CAR Section who independently examines the case along with the
relevant key documents and put up the case file for the approval of the PAG for
issue to the Government/Department/ Managing Director. After approval, the
case would be entered into the DP Regidibe DPs are consolidated Chapter

wi se and s e ntwhichois r&uinédwsth qOdrids.i TheeDP section
prepares compliance to these observations in annotated form and incorporates
the reply of the Department/Government in the DP. The DP is revised or
modi fied, i1 f required, bdiceordheceplyof he
the Company/Department.

The targets fixed by the PAG at the beginning of each financial year in sending
the materi al to CAGO6s Office may be

1.10.3 MONETARY VALUE

The minimum monetary value limit for the DPs forclusion in the State
Reports for Revenue was prescribed by CAG Office before restructuring during
the year 2005 and 2006, respectively. The monetary limit was reviewed by
ADAIs of State Report Wings and they approved (March 2015) the monetary
value for DPswhich was revised fronRupeess lakh toRupeeslO lakh for
Guijarat State.

Further, the Committee of ADAIs decided (May 2019) that the considerations
for DPs may also be based upon systematic deficiencies, materiality and nature
of the observation.

(Authority: C&AG Letter No: 251/ WR/ Coord/ DPs/ 74-2014 dated 20April 2015 and Letter No:
204WR/ Coord/ 224/ 2016/ Voll dated 15 May 2019)

1104 PERFORMANCE AUDIT, FOLLOW -UP AUDIT & IT AUDIT

1.104.1 PERFORMANCE AUDIT

The Performance Auditing guidelines 20elped the Department to adopt the
prevalent International Standards of performance auditing and bring about
rigour and discipline in selection of topics through risk based planning and
scientific conduct of audit. However, with the passage of timeed nas felt

for revision of these guidelines in order to stay aligned with the new
International Standards for Supreme Audit Institutions (ISSAIs) and also, at the
same time, contextualize it to the IA&AD based on the lessons learnt by us
during conduct ofperformance audits in various sectors and governance
environments. A stringent process of circulation of exposure drafts, their
examination through workshops, discussions and obtaining written feedback
from officers at all levels was undertaken which kbabninated in the new
Performance Auditing Guidelines, 2014.

The new guidelines have several distinguishing features which supersede the
Performance Audit Guidelines 2004 which are as follows:

i They lay down a strong conceptual foundation of the principes
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Performance Auditing and emphasise the need to organically link the
strategic planning at the headquarters level with the planning process at the
field audit level.

The guidelines elucidate different audit approaches that can be adopted.

A new Audit Design Matrix that is to be used and constantly reviewed
throughout the period of audit and linked to the Audit Findings Matrix has
been prescribed.

1 The forceful articulation and mandating of a stringent documentation
process.

1 While outlining the methodsf reporting and making recommendations it
focuses on the need for continuous interaction with the audited entities to
ensure balanced reporting.

1 Further, the need for following up the Performance Audit reports to bring
about improvement in governance bagn highlighted. An attempt has also
been made to make the guidelines more concise and focussed.

(1) GENERAL OUTLAY OF PERFORMANCE AUDITING
GUIDELINES

These guidelines are presented in a sequence as the process of performance
audit. The Department has tea with a variety of subjects of performance
audits and conduct audit in diverse entity environments. Besides, different
structures for audit management exist in the Department for the Union
Government (civil, defence, railways, communication, revenue@menercial

audits) and the audit of State Governments. It may, therefore, be necessary to
adjust the actual process of planning, field audits and consolidation of the
performance audits in the context of the entity environment and composition of
audit offices.

Chapter 2 of these guidelines deals with the Mandate and General Principles
forPerformance Audits.

Chapter 3 deals with the strategic audit planning and selection of subjects.
Chapter 4 enumerates how to plan individual performance audits.

Chapter 5 discusses various elements of implementing the performance
audit.

Chapter 6 deals with aspects relating to evidence and documentation.
Chapter 7 deals with the reporting process of draft performance audit report.

Chapter 8 deals with followup procedtes.

(i)  QUALITY ASSURANCE

A peer review is performed by an independent team which may be internal or
external to the Department to evaluate whether an organization's internal quality

23



control system is suitably designed and operating effectively to qeawie

entity with reasonable assurance that established policies, procedures and
applicable government auditing standards were being followed. The peer review
involves testing the entire quality control system and not work in process. The
Inspection and &r Review Wing of Department is responsible for carrying out
internal peer reviews. Besides, external peer reviews can also be arranged to
seek assurance of robustness of the processes.

The Performance Auditing Guidelines 2014 could be accessed on th&@AS
Office Website.

(i) CONSIDERATION OF FRAUD IN PERFORMANCE AUDIT

In Performance Audits, while selecting Objectives, -Bhfectives and Issues

the vulnerability/risk to fraud and corruption should be given due consideration.
The effectiveness amternal controls to prevent and detect fraud and corruption
should be considered as one of the objectives, depending on materiality and risk
analysis. ADetailed guidelines / Standing Order on Role of audit in relation to
cases of fraud and corruption uesl by IA&AD in September 2006 may be
referred to.

1104.2 FOLLOW UP AUDIT

C&AG aspired (19 September 2014) the need of carrying out faljpaudits

to review the outcome of accepted Audit recommendations in selected sectors
was agreed to. For this pule the feasibility of such audits by identifying a
sector based on performance appraisals conducted during the last five years
needed review. A follovup is expected to review whether the accepted Audit
recommendations have actually led to any concréteraand, if so, with what
results.

Depending on the nature of findings, the Audit product may be appropriately
structured as a standalone Report or as a separate chapter/ paragraph in an
existing Audit Report. Such findings of folleup audit would suppiment the
present practice of giving statistical summary of the follow up action taken by
the Government on Audit findings in the Audit Reports.

(Authority Letter No 745-755 WR/Coord/Sr Mgmt/4052013 Dated 13.10.2014)
Consequent to the above, in orderinplement the above requirement, the
following instructions were issued.

A. SELECTION OF TOPICS FOR FOLLOW -UP AUDIT

(i) Atleast one followup audit may be taken up for each State Government and
included in the annual audit plan. In case of Union Governroaetfollowup

audit may be taken up in each sector. Selection of topic should be based on the
following criteria:

1 Performance audits which have not been selected by PAC/COPU and are
not expected to be picked up for examination in near future should be
corsidered for selection.
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1 Audits conducted at least 3 years ago should be considered, as sufficient
time should be available to the audited entities to implement the
recommendations.

1 Follow-up audits should be taken up of such performance audits where the
audted entity has accepted recommendations given by Audit.

(i) While selecting a followup, the Accountant General should consider the
following questions:

1 Has the initial issue identified in the earlier audit evolved with time?
i To what extent the chanceaue altered the risks associated with issue raised
in the original report?

(iif) The focus should be to determine the progress achieved in resolving the
issues originally identified. However, issues may evolve with time, and focusing
strictly on recommendens may result in missing a new concern, as the
recommendations may not be fully relevant to new circumstances or the
evolution of the issue. These concerns should be kept in mind while planning
and conducting the audit as well at the time of reportirtitdeelings.

B. AUDIT SCOPE AND METHODOLOGY

(i) The main objective of conducting a follewp audit is to assess the progress

the audited entity has made toward implementing recommendations of a
previous performance audit. A folleup should not merely be seicted to
checking whether the recommendations have been implemented but should
focus on whether the audited entity has adequately addressed the problem and
remedied the underlying conditions. The auditor should adopt an unbiased and
independent approach

(i) Follow-up audit should be initiated as a desk review. Awglictured
guestionnaires could be issued to the audited entity and those charged with
governance of the audited entity to elicit an update on the status of the action
taken to implement #h recommendations from earlier audits. The request
should include the following questions:

1 What action plan or strategy has been drawn by audited entities to
implement the accepted recommendations?

1 What efforts have been made to implement the action plamaiegy?

1 How well are these efforts progressing?

(i) Depending upon the responses received, field audit may be undertaken to
validate the action reported by the audited entity. The extent of field audit to be
undertaken would be decided after the oesgs of the audited entities.
Interviews of the responsible officers from audited entities can also be taken as
the evidence for this purpose.

(iv) Ideally, the original audit team members should carry out the falipybut

this may not always be posslidbecause of conflicting scheduling needs or other
reasons. However, it is important to ensure that team members assigned to the
audit followrup have the appropriate understanding of the subject matter of the
audit. A session at the initiation of the fallaup for a comprehensive briefing
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or orientation to transfer the knowledge from the original audit team should be
organized, if possible.

C. AUDIT FINDINGS
() The status of implementation of accepted recommendations can fall in
following categories:

1 Insignificant or No progresk assurance without concrete plans is regarded
as insignificant progress.

1 Substantial implementatioii Structure and process are in place and
integrated in some parts of the organisation, and some achieved results have
been identified.

1 Full implementatiori Structures and process are operating as intended and
implemented fully in all intended areas of the organisation.

(ii) At the end of the followup, the audit team should present and discuss the
results with the audited entity and page a report.

D. REPORTING THE RESULTS OF AUDIT

(i) The followrup audit should result in a report that provides an assessment of

the adequacy of the corrective action taken to resolve previously reported issues.

The report should not normally repeat recomdations from the previous

report. Also, if there are observations and conclusions on new issues, the audit

team may take fAnewd recommendations to addr es:

(i) The decision of presenting the follewp report to the legislature would be
taken dependingpon the significance of the audit results. The results of audit
could be presented as a chapter in the Audit Report or appear as a para in the
relevant chapter. Sometimes the audit team identifies issues that are important
enough to be brought to theattion of entity management but not necessarily

to the attention of the legislature. This may be done through a management
letter.

(iii) While conducting audit followup, the audit team may find that the issues
have evolved and need to be redefined. Neweas may also be identified and
judged from a risk perspective. In such a scenario, the key issues should be
identified for considering a fresh audit.

(Authority Letter No: 48/40-PPG/2012 Dated 25.02.2015)

1.10.4.3 INFORMATION TECHNOLOGY AUDIT (IT AUDIT)

As a number of Government Departments, Public Sector Enterprise and
Autonomous Bodies have computerised various areas of their operations, it has
become imperative for audit to change the methodology and technique of
conducting audit. As IT is increasingbging used by the auditee organisations

to automate their operations, the auditor needs to assess the risks associated with
the use of these systems and their vulnerability to these risks. The provisions in
Paras 3.22.1 to 3.22.76 of the MSO (Audit) Sec&ulition, 2002 may please

be referred to.
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In addition, the CAG Office had prepared and circulated an Information
Technology Audit Manual containing three volumes:

Volume | contains the IT Audit Process and focuses mainly on IT audit
methodology to be adtgd while conducting the IT audit.

Volume 1l contains the detailed checklists on various controls and application
of CAATSs etc., to assist the field audit parties in conducting IT audits.

Volume Ill focuses on audit programmes for specific applicatiorsdikdit of
ERP systems, computerized inventory systems, audi{Bgwernance etc.

(Authority: CAG Office letter no0.365/127-11/ITA-11/ITAM/2006-07 dated
27.11.2006)

1.105 DRAFTING OF AUDIT REPORT

The reporting style should be direct, simple and precisegland complicated
sentences should be avoided. Legal jargons and complex words should be
avoided as far as possi bl e. "“Hditien 6 St
November 2005) reprinted in June 2013 should be referred to while drafting the
Audit Report

1.10.6 CONFIDENTIALITY OF MATERIAL FOR AUDIT REPORTS

The issue of maintenance of confidentiality of the Audit Reports has been
reconsidered in the light of media reports on leakage of audit reports prior to its
tabling in the Parliament/State Legislatuitehas been decided that in order to
maintain confidentiality/secrecy of draft Audit Report and the material for Audit
Report, the following points should invariably be practiced:

A The confidentiality may be claimed once a conscious decision is taken by
the Head of the Department in the field office to develop any audit
observation whether in the form of Draft para/Long para/Review etc., for
probable inclusion in the Audit Report.

A Any such material and records relating thereto should have restricted acces
and placed in password protected computers. The level up to which the
access to report material is to be provided should be decided by the Head of
the Department in the field offices.

A A confidentiality statement as per the prescribed format shoulotiségmed
from those dealing with the report material (including outside parties
engaged for design and printing of report) and placed on record.

A All the pages of the material decided to be processed for inclusion in the
Audit Report should be marked asr@idential and issued to the Audited
Unit or Administrative Department/Government in Sealed Cover with a
remark fiTo be opened by Addressee o
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A While forwarding the draft material to the audited unit or concerned
Administrative Department/ Government fverification of fact and figures
mentioned in the draft material for Audit Report and for eliciting their
comments thereon, it should categorically be mentioned that views
expressed in the material so issued are interim and may change depending
upon the response of audited unit or concerned Administrative
Department/Government. Besides, it should also invariably be mentioned in
the forwarding letter that the audited unit/Administrative
Department/Government should also exercise due care to ensure
confidentiality of draft material for Audit report.

A The report material may invariably be sent through official mail and to the
official addresses only with a request to acknowledge receipt.

A In case, the material is transmitted by Email the following should be
expressed:
o AThis electronic mail message and any attach
intended for the exclusive use of the individual or entity to which it is
addressed and may contain information that is proprietary, privileged,
confidential, and/or regient, you are hereby notified that any viewing,
copying, disclosure or distribution of this information may be subject to
legal restriction or sanction. Please notify the sender of any unintended
receipt and delete the original message along with allchttzents thereto
without making any copies. O

The above instructions may be strictly followed to ensure the confidentiality
/secrecy of the material contained in the draft Audit Report and may also be
brought to the notice of all the Officers/staff conneactéith the Audit Report
work for strict compliance. In addition to the above, HODs may also place
further controls as deemed fit to ensure confidentiality of Audit Reports.

(Authority Letter No: 11/S/5/258 -PPG/242012 Dated 27.07.2012)

1.10.7 BOND COPY

A spot discussion on the paragraphs proposed for inclusion in the Audit Report
is carried out in this office by the CAG Office team with reference to the
annotated form and supporting key documents. Subsequently, the report is
formatted as per the style guidsued by the CAG and the formatted bond copy
after the approval of PAG is sent to CAG Office as per the schedule. The
officials of Report section visits CAG Office, New Delhi for assistance in
approval of bond copy. While forwarding, the bond copy ofAtdit Reports

to CAG Office, PAG should indicate in the forwarding letter the number of
cases of fraud and corruption if any, included in the Report with the money
value of the concerned paragraphs. Further, the following documents should
also accompanyhe bond copy:

(i) For the purpose of measuring audit effectiveness, the CAG Office has

prescribed a matriAnneuxre 3) for allotment of weights for Audit
Reports. The money value together with classification (R1, R2 etc.,) should
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be indicated in the margirf each paragraph included in the bond copy of

the Audit Report. In addition to this, a consolidated report of the weighted
matrix may also be sent at the time of sending bond copy of the Report.
Further, in case of draft paragraphs where the entire anoduhe draft
paragraph issued to Government/Department has been recovered at the
instance of audit, the money value may be taken into account for working
out the financial impact of the Audit Reports from 2@® onwards. A
reference in thisregard maybeade i n the paragraph
Department to Draft Audit Paragraph
made in full may be depicted in this paragraph.

(i) In order to assess the quality and impact of audit, the CAG Office had
prescribed that the bd copy of Audit Report may be accompanied by
Assurance Memo signed by the Pr. Accountant General/Principal Audit
Officers. The Assurance Memo should contain the following declarations:

(a) That the Audit Plan for the year has been fully implemented.

(b) That al observations pointing out lapses in the implementation of systems
and procedures and all weaknesses in the responsibility centers have been
discussed with the heads of administrative departments and assurances
obtained in regard to corrective measuresafoesting potential risks.

(c) That all contested evidences have been conclusively handled with reference
to the facts at the disposal of audit.

(d) That in respect of reviews of schemes, samples have been selected based on
risk analysis and judgement samplimgiahat the evidence of such exercise
is available on record.

(i) A Certificate from Dy. Accountant General (A & E) confirming the figures
appeared in Chapter | of the Audit Report matches with Finance Accounts
of the State for the year of Report may also &eat @long with the bond

copy.

The targets fixed by the PAG at the beginning of each financial year in sending
the material to CAGG6s Office may be

(Authority: CAG Office letter No: 256 -SRA/3(i)/2005 dated 29.04.2005& letter No: 118udit
(AP)/4-2003 dated 22.08.2003

1.10.8 PRINTING AND TRANSLATION

In order to bring uniformity in allotment of number to Audit Reports and new
design for front and back cover of the Audit Report (State Government), the
detailed system enumerated in the C@fEice letters No.9®PG/82012 dated

26 March 2012No0.135/PPG/&012 dated 24April 2012 & 18/ PPG/2812
dated 28 January 2013 may be followed.

After the approval of Bond copy, the English version is checked for correctness
of facts and figures. Thereaf, printing approval is sought from the CAG
Office and on receipt of the same; the material is given to the press for printing
of the Audit Report. Simultaneously, the English version of the approved and
checked bond copy is given for translation inldoal language. A weekly status
report is sent to CAG office regarding the status of printing and translation. The
translated material from the translator is received in batches and is verified by
an official assigned with the work which is thereafter edtby the Report
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section. The final translated Audit report received from the translator is
formatted as per style guide and given for printing. Minimum two Proof reading
are done at the press to ensure minimizing the mistakes in formatting or printing.

To have good quality of printing of Audit Reports and Annual Finance &
Appropriation Accounts, Senior Management in this office has decided to get
the same printed through private press. However, option for printing of Audit
Reports through Government Psés open, if the quality of printing is up to the
desired standards.

For administrative approval in respect of printing of Audit Reports through
private press, the requisite details to be furnished in the prescribed format to
CAG Office. While forwardingthe requirement of fund, the following to be
ensured that:

A Requirement of fund may be made after proper market survey and best
competitive price;

A Requirement of fund may be projected only for which the printing is to be
undertaken and payments to be maaleénd) the Financial Year.

A Previous liabilities, if any, may also be mentioned in the enclosed Annexure
with due justification. Administrative approval awarded previously and
payment not made till date, will deem to have lapsed as at the end of the
financid year.

(Authority: Circular No.15/Staff/2012 dated 26/04/2012)
1.10.9 COUNTERSIGNATURE AND PLACEMENT

The final hard rexin bound printed copies are sent to CAG Office for
countersignature of the CAG. As per Regulation 210(2) under Chapter 15 of
Regulatioron Audit & Accounts (Amendment), 2012, a signed copy of the audit
report shall simultaneously be sent to the Secretary to the President of India or
the Governor of the State or Union Territory having legislative assembly or the
Administrator of Union Tertory, as the case may be, informing him of requisite
copies having been sent to the Ministry/ Department of Finance.

1.10.10 DISCUSSION OF THE AUDIT REPORT

Replies which are received from the Government in UOR form after placement
of the Report in State Iggslature are processed further and vetting remarks are
offered after the approval of PAG. The Audit Reports are selected by the Public
Accounts Committe@PAC) or Committee on Public Undertakings (COPU) for
discussion. Replies to UOR remarks are submittethe Department to PAC/
COPU. The above reply is sometime given by PAC/ COPU to this office for
preparation of Questionnaire for use in the discussion during the PAC/COPU
meetings. Based on our questionnaire, the PAC/COPU Chairman or member of
PAC/COPU questions the MD/Secretary/Pr. Secretary of the concerned
Department. Based on the discussion, the PAC/COPU either settles the Para or
gives recommendations on the paragraphs through PAC/COPU report. The
Government/Department/Company has to give replybhctaken Note (ATN)
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to the PAC/COPU report to this office on which this office gives remarks which
are further discussed by PAC.

1.10.110THER WORK
() DEALING WITH GENERAL MATTERS

AMG-IIl Report Section shall deal with all general matters and necessary
instructions in the form of circulars etc., are issued after getting approval of
Group Officer. The calendar of returns shall be maintained by the Section and
the various returns should be submitted on due date to the Group
Officer/Pr.AG/C&AG.

(i) PROCEDURE FOR SENDING LETTERS TO CAG OFFICE

Para 2.17.4.2 of Manual of Standing Order (Administrative) Vol.1 (Third
Edition) requires that all correspondence with CAG Office should be undertaken
at the level of Head of the Office i.e. Pr. AG or AG/Pr. Director ofliau
Invariably, such communications when signed by the Sr. DAG/DAG/Director
indicated to that effect that the communication has been issued with the approval
of Pr. AG/AG/Pr. DA.

(i) MEDIA POLICY FOR INDIAN AUDIT & ACCOUNTS
DEPARTMENT

A need was feltd devise a proper media policy to interact with the print or the
electronic media and dissemination of information to the masses in a promise
manner regarding the activities of the CAG of India. A broad framework media
policy is given hereunder for comptice.

A The CAG will be the nodal officer, or in his absence, the senior most DAI,
to interact with the media on (i) specific requests from the media (ii)
dissemination of information to the media considered largely essential for
mass consumption and (iii)sising clarifications, if any need to remove
distortions or misrepresentations of facts by the media or an individual or a
group. Media Advisor will handle this work under the direct supervision of
the CAG/DAI in close coordination with their Secretariags@®nal Staff.

A Media Advisor will act as a focal point to process all media requests for
formal interviews, except those coming directly to the CAG. He will be the
CAGO6s interface before the media :
officers arrange suitde replies to the queries from the media.

A No press release/press note or a formal reply will be issued to the media
without the express approval of the CAG. It will apply even if the CAG is
abroad or on tour. After approval, the press notes/dispatdinegbrocess
notes/release will be faxed/emailed/dispatched through special messengers
to local media offices through normal channels.
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A No regular press meet/press conference will be held by any officer other
than the CAG and in case of a State by the PAGthEIr respective States
after obtaining approval from the CAG. Media Adviser should be associated
with A.G. press conference as far as possible.

A The frequency of the regular press meet/press conference could be once a
year after presentation of bulkpats to Parliament/State Legislatures,
highlighting the main aspects of the report. If necessary CAG may hold
regular press meet more than once a year. All such press meets for the CAG
will be organized by the Media Adviser and Director and for the AGhdy
AGs themselves.

A Departmental Heads upto the level of DGs/ Principal Directors will keep the
Media Adviser informed of the activities of their departments. They will
provide him with suitable calendar of forthcoming events backgrounds
agenda notes ang@commendations of a Conference/Seminar which they
deem fit to be disseminated to the media.

A Media adviser will be part of all conferences participated by the CAG as far
as possible.

A Media Adviser will be given tabled Reports from all wings.

A PAG will keep the CAG informed of the media developments in their States
and email/fax copies of any media reports published/telecast in local media
relating to their CAG functions or regarding State Reports.

A The Sr.AO in charge of the Section in DA wing will cdiorate with the
Media Adviser regarding feedback on reports published/telecast or
broadcast in the media on CAG activities reports.

(Authority Letter No: 221/Com/Med/01/04 Dated 18.01.2005)

(iv) Guidance Note regarding direct access to Private Sector recordsrfo
audit by CAG

A Guidance note regarding direct access to Private Sector records for audit by

CAG is enclosed for complian¢&nnexure-4).

Authority: Head Quarter letter no.119/3-PPG/2014 dated 4 July 2014)

(v) Guidance Note on Preface to Audit Reports

TheGuidance note on preface to Audit Reponsy ber e f erred t o from CAGO6s
Website.

(Authority: Head Quarter letter no.70 to 160/PPG/442013 dated 4 April 2014)
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(vi) Preservation of old records

SL.
NG CATEGORY OF RECORDS PERIOD OF PRESERVATION
Policy files containing
instructions of the C & AG
1. |issued from time to tim{ Permanent
regarding preparation ¢
Audit Reports.
Files containing material t| Three years from the end of the year
2. | be collected by the aud which PAC hasssued their report on th
parties for Audit Reports. | concerned Audit Report.
File dealing with the
material for Audit Repor
on Revenug (i) Statistical particulars as peeih 2
3. | Receipts/Revenue Sect] (ii) Draft paragraphs and statements
already sent to the C & A under assessments etc., as per item
for approval for inclusion ir
the State Audit Report.

(Authority: CAG letter N0.443/Tech.Admin/1/77668 dtd.1612-68)
1.11 LOCAL AUDIT
1.11.1 AUDITING STANDARDS

As per the Regulation on Audit & Accounts issued (2007) by IA&&e field
standards provide an overall framework for conducting and managing an audit
whichinter aliainclude the following:

T

PLANNING: The auditor should plan audit in a manner which ensures that
an audit of high quality is carried out in an econorefficient and effective
way and in a timely manner.

SUPERVISION AND REVIEW: The work of audit staff at each level and
audit phase should be properly supervised during audit and a senior member
of the audit staff should review documented work.

EXAMINATION AND EVALUATION OF INTERNAL CONTROL:

The auditor, in determining the extent and scope of audit, should examine
and evaluate the reliability of internal control. Auditors should obtain a
sufficient understanding of internal control to plan the audit arefméte

the nature, timing and extent of checks to be performed.

COMPLIANCE WITH APPLICABLE LAWS, RULES AND
REGULATIONS: The auditor shall verify compliance with applicable
laws, rules and regulations and highlight deviations, if any.

AUDIT EVIDENCE: Competent, relevant and reasonable evidence should
obtained to support the auditor
regarding the organisation, programme, activity or function under audit.

be
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1.11.2 CONDUCT OF AUDIT BY LOCAL AUDIT PARTIES

The Local Audit Peies (LAPS), on receipt of the quarterly audit programme
from the AMGIII (Hg-1) duly approved by the DAG or PAG has to conduct (i)
Compliance Audit or (ii) Thematic Audit or (iii) Performance Audit or (iv)
Follow-up Audit, as the case may be.

The detaiéd guidelines in conducting the Performance Audit and Felipw
Audit are discussed separately in Performance Audit, Follow up Audit & IT
Audit. Thematic Audit ighe terminology which is being used for audits which
may have both compliance and performaageit objectives. The objectives of
such audits are to focus on a particular audit objective across sectors or audited
entities. A brief about Compliance Audit given in the following paragraph:

() COMPLIANCE AUDIT

The officers and the staff of IA &AD mustifow Compliance Audit Guidelines
-2016 in planning, implementation, reporting, observing follgwvprocesses

and obtaining quality assurance in compliance audits. They outline principles,
objectives, approach, methodology, techniques and proceduresthrcting
compliance audits. These guidelines are based on the existing guidelines and
instructions applicable within IA &AD and have adapted the ISSAIs
(International Standards of Supreme Audit Institutions) for compliance
auditing.

Compliance audit exam@s the transactions relating to expenditure, receipts,
assets and liabilities of Government for compliance with:

A the provisions of the Constitution of India and the applicable laws; and

A The rules, regulations, orders and instructions issued by the campete
authority either in pursuance of the provisions of the Constitution of India
and the laws or by virtue of the powers formally delegated to it by a superior
authority.

Compliance audit also includes an examination of the rules, regulations, orders
and irstructions for their legality, adequacy, transparency, propriety and
prudence and effectiveness that is whether these are:

A intra viresthe provisions of the Constitution of India and the laws
(legality);

A sufficiently comprehensive and ensure effective mbrdver Government
receipts, expenditure, assets and liabilities with sufficient safeguards against
loss due to waste, misuse, mismanagement, errors, frauds and other
irregularities(adequacy);

A clear and free from ambiguity and promote observance oftgriobi
decision makindtransparency);

A judicious and wisgpropriety and prudence); and

A Effective and achieve the intended objectives and &ffisctiveness).
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Compliance audit can be part of a combined audit that may also include other
aspects. Though othpossibilities exist, compliance auditing is generally
conducted either:

U in relation with the audit of financial statements, or

U separately as individual compliance audits, or

U in combination with performance auditing

For improving quality of Inspean RepotPPG Guidance Note & Compliance
Auditing Guidelines2016, specific essential procedures for efficiency and
effectiveness of the compliance audits, the following instructions for
conducinting and managing an audit which inter alia include theafiwitp

Planning Compliance Audit: Use wherever necessary IT resources for data
analytics, maintenance of guard file for each auditable unit, legislations, rules,
policies, orders, financialoutcome budgets and internal control procedures, etc.

Desk Review:Field parties have to carry out a desk review at Hgrs sections
before proceeding for audit. This review should comprise study of guard file,
data analysis to determine focus of audit, identify records. The criteria specified
in SI No 1(a) of Statement 7 hato be considered.

For this purpose, an audit party should submit an advance copy of the result of
Desk Review to the Hgrs section for record purpose. However, the result of desk
review has to be submitted by the party along with Audit.

Planning audit proceduresinclude audit objectives, scope of audit, main focus
areas for audit, assignment plan for team members, etc. along with Audit Design
Matrix to be submitted for approval of the Group Offibefore commencement

of audit.

Copy of specimen Audit Predure Plan w.r. to Compliance audit guidelines
2016 is enclosed for referen@ennexure-05)

(i) CONDUCT OF STAFF DURING INSPECTION

All the members of the audit inspection party should conduct themselves
professionally and try to avoid any misunderstandimgfriction with the
members of the auditee institution. They should not indulge in verbal criticism
and avoid frivolous objections. The party members should comply with the
procedures indicated in Code of Ethics as discusseariagraph1.1Q The
allocaion of duties and responsibilities to AAOs, Sr. Auditors, Auditors, would
be entrusted by the Branch Officer. The Branch Officer should ensure that Sr.
Auditors and Auditors are assigned with the Audit Work invariably so that they
would be acquiring theualiting skills over a period of time.

(i)  PROCEDURE FOR LOCAL AUDIT:

The annual accounts present the financial picture of a Company/ Corporation.
The audit party should apply their mind to appreciate any transaction in its
proper perspective. The padhould study the systems of internal check and
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control, various manuals prepared and adopted by the Company, administrative
orders and annual report and should also review the agenda and minutes to form
an idea of the institution as a preclude to commeheeaudit. The senior
member of the Audit Party would meet the Head of the Unit on the
commencement of the audit and conduct an Entry Conference and the minutes
of the meeting would be authenticated and well documented.

(v) SAMPLING

Quantitative Analysis is way of measuring things. It involves examination of
data available in any form; it could be the data relating to financials like
earnings, revenue, market share or data relating to programme implementation
like details of beneficiariestc. The audited etities' data can be analysed by
auditors to illustrate or corroborate a statement. Mathematical, economical,
computational and statistical analyses are some of the quantitative techniques
which can be used by the auditors while analyzing complex date efittited

entity. It is quite possible to analyze the whole population with the help of the
various IT tools available. Data analytics and other techniques can be used for
these purposes. The quantitative analysis can provide trends, explanation for a
paricular behaviour and other results.

However, when it comes to substantive testing, it may not be possible to work
with the complete data due to the high volume of data and information
associated with a programme or entity. In such cases, sampling tezhaigu
required to be used. The nature of the population should be examined to decide
the most appropriate sampling methodology. The sample selected and the
sampling approach and methodology should be documented and shared with the
entity.

When selectingn audit sample, specific audit objectives and the attributes of
the population from which the sample is to be drawn should be taken into
account. In determining the sample size, it should be considered whether
sampling risk would be reduced to an accelptétw level. The sample items

are to be selected so as to have a reasonable expectation that all sampling units
in the population have an equal chance of selection. The extrapolation of audit
findings based on substantive testing of audit sample to tokeahdit universe

has to be considered keeping in view homogeneity of the population, audit
objectives and the analytical tools applied.

(v) REVIEW OF SPECIAL POINTS REGISTER

LAP should review the cases mentioned in the Special Points Register by the
Head guarters section during the course of the compliance audit and submit a
detailed report with evidence or Supporting records to substantiate the finality
of the special point while submitting the Draft Inspection Report to Head
Quatrters section.
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(vi) ISSUE OF AUDIT OBSERVATIONS

During the course of audit, the audit party may come across certain observations
and the party members should prepare the "Half Margins" (HMs) by bringing
out the facts of the case appropriately and with proper audit conclusion. The
HMs should not be in the form of Audit Requisition calling information from

the auditee.

Further, Pr.AG had instructed the Local Audit Party (LAP) conducting the
Compliance Audit and Performance Audit should obtain the concurrence of
Group Officer and Pr.AG lfere issuing the Audit Enquiry/POM/Half Margin

of their audit observations as under:

1 In respect oPOM/ HMs having money value ofone crore and above
should be sent by LAP to the Group Officer for approval before issue and

1 In respect of POM/ HMs having mey value of 25 crore and above
should be sent to AG/ PAG for approval

1 If POM/ HMs having money value of one crore and above pertain to
cases of serious irregularities and lapses which the Group Officer feels
should be brought to the notice of the AGI®, the same can be sent to
the AG/ PAG for approval.

1 The above procedure will apply to all LAPs conducting compliance audit,
performance audit and theme based audits.

1 It may be ensured that no LAP of any wing issues POM/ HMs to the
auditee institution witout following the above laid down procedure.

1 For speedy communication and avoiding delays, the LAPs and Hqrs
Section may use email based communication (through IDs provided by
NIC).

(Authority: Note No0.05 of 201819 issued vide letter PAG/124@/Tr. No.110dated 25.0

5.2018)

(vii)  In some Court cases, audit has been made a respondent. These are due
to the fact that the assessing officers make audit observations the basis
for making additions in assessments eassessments. Hence, Pr. AG
had instructed the LARsonducting the audit of the offices of Sub
Registrar, Dy. Collector (SDVO), Inspector General of Registration,
Collector (in respect of paras pertaining to Stamp duty) to insert the
following note after the audit query emphasizing that the Assessing
Officer has to make an independent assessment:

fAbove audit observations are based on the examination of records by the audit

team purely on the basis of records made available by auditee on as is where is

basis during the currency of audit. The audit is comeldicinder Section 16 of

the Comptroller and Auditor Gener al
Service) Act, 1971. The Audit observations are a matter between the Audit and
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the Auditee. The auditee is required to reply to audit observations by taking a
remedial action if it agrees with the audit observation or stating its reasons of
disagreement with the audit observations

The Assessing Officer (AO) is required to exercise independent application of
mind while assessing tax/ determining additional demfmmdtax. Audit
observations are one of the inputs that the AO has. In the end, AO has to reach
the conclusion based on his independent assessment. After considering the audit
input, if AO reaches the conclusion that additional demand needs to be raised,
he should raise this independently without citing audit observations. If he cites
audit observations in his demand, his act can be construed as an act in pursuance
of audit observations without independent application of mind. In such a case,
the demanahotice issued by AO, even though correct and tenable according to
the law, is likely to be set aside purely on technical ground that there was no
independent application of mind. This, in the end, is not in the interest of
revenue of the State.

Above pogion may please be kept in view while taking a remedial action on
the audit observations. 0
(Authority: Circular No.RSA -1I/SAO/Misc/2015-16 dated 02.06.2015)

(vii)  The acknowledgement of the receipt of the HMs by the auditee should
be obtained and kept in a sswstatic and chronological order on record
by the Audit Party. Every effort may be made to get the replies to the
audit observations. However, the drafting of inspection report should in
no case be delayed due to freceipt of replies to HMs. It is the prary
responsibility of the auditee to satisfy audit by furnishing replies to the
audit observations. The information/ figures required during audit may
be compiled by the Audit Party from the files, records and reports.
However, a confirmation of the figussecompiled should be obtained
from the auditee.

(ix)  No audit objection should be dropped without the specific approval of
the Audit Officer in- charge of the party or the Audit Officgr-charge
of AMG-IIl Hq Section. If any objection has been droppedthe draft
LAR during its discussion with the head of the office, the minutes of exit
conference should be kept to enable Headquarters to understand the
circumstances under which the audit objection has been dropped. The
senior member of the LAP shoutitaft the Inspection Report in the
manner enumerated below:

1.11.3 COMMUNICATION OF RESULTS OF AUDIT

According to Compliance Audit Guidelin@916 and improving the quality of
Inspection RepotPPG Guidance Note (issued in August 2017), the Local Audit
Report or Inspection Report of an audit unit should provide a perspective of the
unit level compliance and may comprise the following parts:

Part | 7 Introduction - This part may commence with an overview of the audit
unit and may provide its functional/geoghacal jurisdiction, budget, financial
performance and a perspective of the relative significance of the unit in the
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overall hierarchy of the department in pursuit of organisational goals. This may
be followed by a brief explanation of the scope of atigét,sampling procedure
followed and the audit sampieincluding the implementing units, the subject
matter(s) selected and the sources of criteria that have been adopted to evaluate
the selected subject matter(s). It may indicate that the audit hasdrekrcted

in accordance with the applicable Auditing Standards of CAG.

Part Il T Audit findings1 This part shall contain all findingsboth positive and
negative findings that pertain to the audit unit and may be arranged in two
distinct parts- Part IIA ard 1IB - the first part comprising significant audit
findings (i.e. Major irregularities) relating to evaluation of the regularity
related subject matter(s)/ specific subject matter(s) and propriety related subject
matters and the second partiB (i.e. Minor irregularities) comprising other
incidental findings relating to both regularity and propriety aspects. The audit
findings should be organised in decreasing order of materiality and significance,
if possible.

Part 1ll 7 Follow up on findings outstandirg from previous reportsi This

part may indicate the progress of settlement of audit findings outstanding from
previous Inspection Reports and list out the findings that continue to be
outstanding.

Part IVT Best practicess Any good practices or innovatigrisnoticed, during
the course of audit may be mentioned.

Part V 7 Acknowledgement This part may contain the acknowledgement of
the extent of audit unitsoé cooperat.i
records called for in Audit. It may also comtadetails of persons holding the
leadership positions in the audit units.

The responsibility of drafting the Inspection Reports shall vest with the
respective audit team and that of review and approval with the respective Group
Officer through respectivBranch Office in field offices.

DISCLAIMER CERTIFICATE

It has been decided by the C&AG of India that the inspection report as finally
issued to the Administration or head of office inspected after scrutiny and
editing in the headquarters office of an Acatant General should be formally
approved by the Group Officer. Further, last page of the LAR should contain a
disclaimer statement as given below:

"The Inspection Report has been prepared on the basis of information furnished
and made available by the ate@(s). The Office of the Pr. Accountant General
(Audit-1l), Gujarat, Ahmedabad, disclaims any responsibility for any
misinformation and / or neimformation on the part of auditee."”

111.4 REVIEW OF OUTSTANDING PARAS OF THE PREVIOUS IRS

The LAP shouldnake concerted efforts to collect the information/ documents
called for by the Headuarters section and also to obtain final replies of the
outstanding paras and submit tiesults of verification in the verification sheet
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of LARs with recommendations wéh may be submitted to the Group Officer
for final orders of settlement of the paras.

1.11.5 WORKING PAPERS & DOCUMENTATION

The LAP should prepare the working papers and the title sheets for the
Compliance Audit as prescribed by the AN Hqrs (1 & 1) and indicated in
Statement O0B6 of Chapter 2 to 4llfor
Headquarter Sections along with the Draft LARs. The Draft LAR files for the
Compliance Audit may be submitted within 5 working days from the date of
completion ofaudit to the concerned AM@I Headquarter Sections for further
issuance to the auditee office. The AAOs, Sr. Auditors / Auditors should submit
their weekly dairies to the senior member of the LAP for further submission to
AMG 711l Hg Section. The Draft AR files should be properly indexed and key
referenced by the LAP before submission to the Head Quarters section.

Copy of specimen showing Title Sheet in addition to existing Title Sheet, Exit
Meeting, Duty list for each member of the audit team, follgaof supervision
by Group Officer, Certificate of Conclusion of Audit, Dialy diary of each

compl i anc

me mber of the audit t eam, A certificate rega

Auditing Standards, Code of Ethics, etc. are enclos@ahirexure06 & 06 (A)
for ready refeence.

112 GRADING OF INSPECTION REPORTS

As per Compliance Audit Guideling&016 and improving the quality of
Inspection RepotPPG Guidance Note (issued in August 2017), the Local Audit
Report or Inspection Reposubmitted by LAP duly vetted at headdieas
section. Group Officer gives grading to inspection report based on the criteria
fixed as provided irstatemen07 attached herewith.
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[ Annexure-01 ]

(Refer Paragraph 5.1)

Methodology adopted for cateqorising risk parameters
for State Tax Department

Revenue
If more than or equal to 1% of Revenue of State Tax of thg 3
State
If more than or equal t00.3% but less than 1% of Revenue 2
State Tax of the State
If less than 0.3% of Revenue of State Tax of the State 1
Complaints
Complaints/Media Reports duringdt 1 year 3
Either Complaints or Media Reports during last 1 year 2
No Complaints/Media Reports during last 1 year 1
Budget Proposal
Budget proposal applicable to the unit 3
Budget proposal if partially applicable to the unit 2
Budget proposal if ntcapplicable to the unit 1
Manufacturers
If number of manufacturers are more than equal to 60% of 3
registered dealers of the unit
If number of manufacturers are more than equal to 30% b 2
less than 60% of registered dealers of the unit
If number ofmanufacturers are less than 30% of registerg 1
dealers of the unit
Units audited last three years
Unit not audited during last three years 3
Unit audited once in three years 2
Units audited more than once in three years 1
Reply of IRs during laghree years
If not replied all IRs 3
If replied 1 out of 3 IRs 2
If replied all three IRs 1
Part IIA Paras/FNs issued during last three years
If more than equal to 5 Part IIA Paras/FNs 3
If more than equal to 2 Part IIA Paras/FNs but less than 5 2
IIA Paras/FNs
If less than 2 Part IIA Paras/FNs 1
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[ Annexure-02 ]
(Refer Paragraph B.2)

Methodology adopted for cateqorizing risk parameters

(for taxes other than State Tax)

S. No | Department Risk parameters Ratin
g
1. Revenue
B Sub Registrar | Unitswith more than 2 percent of total 3
Offices revenue of state
Units with 1percent or more but less than 2
percent
Units less than 1 percent 1
C Dy. Collector | Units with more than 4 percent of total 3
Stamp Duty revenue of state
Valuation Units with 1 percent or more but less than| 2
Offices percent
Units less than 1 percent 1
F Energy & There are two HODs, four Audit Units and 18 implementing u
Petrochemicals | @re under audit jurisdiction of this wing. One HOD (Directo
Petroleum) is categized as B class unit. Therefore, One H(
and one Audit unit will be taken every year. Hence risk paran
is not adopted for this department.
2 Complaints / Media Reports *
B Stamp Duty Complaints and Media Reports during lasf 3
And year
Registration fee| Either Complaints or Media Reports during 2
last 1 year
No Either Complaints or Media Reports 1
during last 1 year
C Dy. Collector | Complaints and Media Reports during last 3
Stamp Duty year
Valuation Either Complaints or Media Reps during 2
Office last 1 year
No Either Complaints or Media Reports 1
during last 1 year
F Energy & There are two HODs, four Audit Units and
Petrochemicals| implementing units are under audit jurisdiction of t
wing. One HOD (Director of Petroleum) ésitegorized as
B class unit. Therefore, One HOD and one Audit unit
be taken every year. Hence risk parameter is not adq
for this department.
3 Budget Proposal
B Stamp Duty Budget proposal applicable to unit 3
And Budget preposal if partially applicable to 2
Registration fee| unit
Budget proposal if not applicable to unit 1
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C | Dy. Collector Budget proposal applicable to unit 3
Stamp Duty Budget proposal if partially applicable to 2
Valuation unit
Office Budget proposal if not apphble to unit 1

F | Energy & There are two HODs, four Audit Units and
Petrochemicals| implementing units are under audit jurisdiction of t

wing. One HOD (Director of Petroleum) is categorize
B class unit. Therefore, One HOD and one Audit uriit
be taken every year. Hence risk parameter is not adq
for this department

4 | Number of Documents

B | Stamp Duty No. of Documents registered more than 3
And 20000
Registration fee| No. of Documents registered less than 20( 2

but more than 10000
No. of Documents registered less than 10( 1

C | Dy. Collector | No. of Documents registered more than 3( 3
Stamp Duty No. of Documents registered less than 30( 2
Valuation but more than 1000
Office No. of Documents registered less than 10( 1

F | Energy & There are two HODs, four Audit Units and
Petrochemicals| implementing units are under audit jurisdiction of t

wing. One HOD (Director of Petroleum) is categorize
B class unit. Therefore, One HOD and one Audit unit
be taken everyear. Hence risk parameter is not adog
for this department.

5 | Unit Audited in last three years

B | Stamp Duty Unit not audited during last three years 3
And Unit audited once in three years 2
Registration fee| Unit audited more than once in thrgears 1

C | Dy. Collector Unit not audited during last three years 3
Stamp Duty Unit audited once in three years 2
Valuation Unit audited more than once in three yeary 1
Office

F | Energy & There are two HODs, four Audit Units and
Petrochemical | implementing units are under audit jurisdiction of t

wing. One HOD (Director of Petroleum) is categorize(
B class unit. Therefore, One HOD and one Audit unit
be taken every year. Hence risk parameter is not adt
for this department.

6 | Reply of IRs during last three years

B | Stamp Duty If first reply not received for all IRs 3
And If first reply received one out of three IRs | 2
Registration If first reply received for three all IRs 1
fee

C | Dy. Collector | If first reply not received for all IRs 3
Stamp Duty If first reply received one out of three IRs | 2
Valuation If first reply received for three all IRs 1
Office
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Energy &
Petrochemical

There are two HODs, four Audit Units and
implementing units are under audit jurisdictiortlus
wing. One HOD (Director of Petroleum)
categorized as B class unit. Therefore, One HOD
one Audit unit will be taken every year. Hence 1
parameter is not adopted for this department.

Part IIA Paras/ FNs issued during last three years

Stamp Duty
And
Registration
fee

If no. of Part IIA Paras / FNs are more thay 3

If no. of Part IIA Paras / FNs are less than| 2
but more than 2

If no. of Part IIA Paras / FNs are less than

1
Dy. Collector | If no. of Part IIA Paras / FNs are more tha, 3
Stamp Duty If no. of Part IIA Paras / FNs are less than| 2
Valuation but more than 2
Office If no. of Part IIA Paras / FNs are less than| 1
Energy & There are two HODs, four Audit Units and

Petrochemical

implementing units are aer audit jurisdiction of this
wing. One HOD (Director of Petroleum)
categorized as B class unit. Therefore, One HOD
one Audit unit will be taken every year. Hence 1
parameter is not adopted for this department.
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[ Annexure-03 ]

(Refer paragraph no.1.10)7

ALLOTMENT OF WEIGHTS ON THE DESIRABILITY
ACCEPTABILITY MATRIX
RECEIPT AUDIT REPORTS

Acceptability | Recovered| Accepted by | Not accepted by | No reply
index/para the the department/ from
desirability department/ | government but department
index government | effectively ~or

rebutted by audit government
Non R1 R2 R3 R4
compliance
to laws, rules, (1) (0.8) (0.4) 0.2)
etc.
Lacunain - S2 S3 S4
law/procedur
e, policy (0.4) (0.2) (0.15)
Control T1 T2 T3 T4

Kk

WeAKNesses 1 0.3) 0.2) (0.15) (0.10)

WEIGHTED AGGREGATE OF MO NEY VALUE
AUDIT REPORT FOR THE YEAR ENDING

Accountant General/ Pr. Director

Para | Financi | Mone | Premiu | Matri Matri | Weighte | Contributi
No. | al y m for X X d money | ng office
period | value | timeline | identit | Weigh | value
SS y t
(4.2) | (200 | (50 (55 lakh) | H4 (0.10) | (5.5
02) lakh) lakh)
Sighed

Notel: Money value of paras pertaining to transactions of preceding two
years will be enhanced by 10 per cent

Note2: Last column needs to be filled up only for the reports for which
materials is contributed by morkan one office.

Figures in brackets are shown as illustrations.
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PROFORMA

Bond copy of Audit Report (Revenue Receipts) Government of
for the year

Para-wise Money Value of DPs/Reviews

( InCrore)

Para| R1 | T1 | R2 | S2| T2 | R3| S3| T3 | R4 | S4 | T4 | Total
No.

Chapter-wise Money Value of Paras and Reviews

Chapter]l R1 | T1 | R2 | S2| T2 | R3 | S3| T3 | R4 | S4 | T4 | Total
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CALCULATION SHEET FOR WEIGHTED MONEY VALUE OF
REVENUE RECEIPTS FOR AUDIT REPORT i GOVERNMENT OF
FOR THE YEAR

Sl. | Category/ Matrix | Matrix | Money | Premium | Weighte
No. | Reference of the weight | value for d money
paras timeliness | value

(1) (2) () (4) () (6) (7)

01. | Recovered

Non compliance to| R1 1
law, rules etc.

T1 0.3
Total

02. | Accepted by the Department/Government

Non compliance to| R2 0.8
law, rules etc.
Lacuna in law, S2 0.4

procedure, policy

Control weaknesse T2 0.2

Total

03. | Non accepted by the Department/Government

Non compliance to| R3 0.4
law, rules etc.
Lacunain law, S3 0.2

procedure, policy

Control weaknesse| T3 0.15
Total

04. | No reply
Non compliancgo R4 0.2
law, rules etc.
Lacuna in law, S4 0.15

procedure, policy

Control weaknesse T4 0.10

Total

Grand Total
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[ Annexure-04 ]

(Refer paragraph nol.10.11(iv)

DIRECT ACCESS TO PRIVATE SECTOR RECORDS FOR
AUDIT BY CAG -PROTOCOL

The dutiesand powers of the Comptroller and Auditor General of India (CAG)

to directly access and audit the records of the private sector have been under

di scussion for some time. This iIissue was exam
Court and the Supreme Court of Inthahe case of access of records of Private

telecom companies by the CAG. The Hondble Cour
for private players entrusted with the responsibility of delivering public goods

and services by utilizing the state owned resourbesld be accessible to the

CAG for audit.

Important arguments accepted the rationale behind the judgments and the
highlights of the above mentioned judgments that have wider implications for
audit by the CAG of private sector organisations are broughiedony:

JUDGEMENT DATED 6 ™ JANUARY 2014 OF THE DELHI HIGH
COURT

Applicability of Priniclitpd edodt réoRes oC€ommuense s
Communesd cl aims that s onighearhthervgtes ar e common t
etc. Thus, the titles of these resources aséedawith the State as the sovereign,

in trust for the people (Para No 21). Licensees are the accountants of the Central

Government and are expected to maintain complete, accurate and honest books

of accounts as to any transaction(s) involving revenudide@ary duty. (Para

No 31).

Revenue would include any income of the nation derived from any source, to
be credited into the Consolidated Fund of India. Therefore, the revenue shared
by the Licensees with the Central Government, flowing into the CHies t
income of the nation and it comes under Article 266(1) of the Constitution (Para
No 48).

JUDGEMENT DATED 17™ APRIL 2014 OF THE SUPREME COURT
OF INDIA

Article 149 of the Constitution and the Comptroller and Auditor General of
India (DPC) Act 1971 is tprovide for Parliamentary control of executive on
public funds, consequently ambit of audit by CAG has to cover all issues that
are required to be examined by the Parliament (Para No 18).

Article 266 of the Constituttsbythe of I ndia tak:
Government of I ndiad and submitted that a comkt
and 18 of the C&AG (DPC) Act would indicate that it is obligatory on the part

of the CAG to audit all transactions entered into by the Union and the States

pertaining 6 the consolidated Fund (Para No 19).
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When nationds wealth/natur al resourc
either by the Union, State or its instrumentalities or even the private parties, like
service providers, they are accountable to the peodleoahe Parliament (Para

No 37).

CAGOs examination of the accounts of
Sharing Contract is extremely important to ascertain whether there is an
unlawful gain to the Service Provider and an unlawful loss to the Uniodliaf In
because the revenue generated out of that has to be credited to the Consolidated
Fund of India (Para No 41).

The Expression Ato audit all/l receipt
and nonrevenue receipts (Para No 45).

Section 13read alongiwt h t he Section 16 makes it
audit all transactionsodo so also fiaud:
Fund of India would take in not only the accounts of the Union and of the State
and of any other authority or bodg may be prescribed or under any law made

by the Parliament but also to audit all transactions which Union and State have
entered into which has a nexus with Consolidated Fund, especially when the
receipts have direct connection with Revenue Sharing (fRavb).

Unless the underlying records which are in the exclusive custody of the Service
Providers are examined, it would not be possible to ascertain whether the Union
of India as per the agreement, has received its full and complete share of
revenue, byvay of license fee and spectrum charges (Para No 48).

CAG is not actually auditing the accounts of the UAS Service providers as such,
but examining all the receipts to ascertain whether the Union is getting its due
share by way of License fee and Spectreimarges, which it is legitimately
entitled to, by way of revenue sharing (Para No 50).

CAG6s function is separate and i ndepg
conducted by the DoT under clause 22.5 or special audit under clause 22.6 (Para
No 51).

ROLE OF CAG IN A CHANGING AUDIT ENVIRONMENT:

In essence, these judgments have emphasized that the duties and powers of the
CAG being part of the basic structure of the Constitution, are to be interpreted
and carried out to meet the changing needs and requitewfesccountability.

In the current scenario, the purpose of audit by CAG of records of private sector
organizations can be stated as under:

1 Providing an independent assurance that the terms and conditions of the
agreements have been compiled with irele#tind spirit.

1 Assisting in protecting the legitimate interest of public at large.

1 Ensuring parliamentary oversight.

An independent assurance by the CAG, as an external auditor, to the
Government is necessary and different from the roles of executiwstatheory
auditor and the regulator. As the audit of such private sector records is to
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safeguard the interests of the State or its agencies of instrumentalities, it is the
constitutional mandate of CAG and has been upheld in the above said judgment.
Therebre, there may be no requirement of specific entrustment of such audits.

PROTOCOLS

The emerging audit scenario requires a new protocol to be established for
accessing/auditing private sector records. This guidance note aims at laying
down the procedure dhe following aspects:

Identification of agreements involving private sector participation
Determination of need to access private sector records

Scope of examination of private sector records

Mode of interactions with private sector

Composition of Audit prties and capacity building.

E

Identification of agreements involving private sector participation

The field audit offices are required to prepare a master data base of all
agreements entered into by the Union and State Governments and their agencies
or ingrumentalities with private sector:

a) For delivery of public goods and services

b) Dealing with transfer or natural resources (like land, water, spectrum and
general resources) or public properties to private sector, if such transfer
affects public interest.

c) Nexus with consolidated fund of India or State.

d) Having an impact on public matter.

Presence of one or more of the above mentioned parameters could be the basic
identification of agreements for this purpose. These parameters would help in
identifying agreemes/ contracts which could require access to private sector
records by CAG to provide assurance as indicated above.

DETERMINATION O F NEED TO ACCESS PRIVATE SECTOR
RECORDS

The decision to access the records of any private sector organization has to be
takenwith the approval of controlling DAI/ADAI. The necessity of accessing

the private sector records would be decided by the HQ on a case by case basis,
depending upon the risk assessment of the subject matter and the ability
/inability of the CAG to effectiviy fulfill his mandate only through audit
records of the government/public entity which comes under the CAG audit
purvi ew. HQ would al so decide the applicabl e
under which such audit would be conducted deciding in turn the stajpelit.

A self contained proposal giving justification/necessity for such direct access
has to be sent by the field audit officer to the headquarters. While recommending
the need to access/audit private sector records the following aspects may be kept
in view:
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a)

b)

d)

The contract may provide for specific agreements clauses requiring private
sector organization to provide access to information/records to public sector
partners or any other public authority.

In most of the cases it may be possible to get theireshinformation
through the public sector audited entity entering into agreement with the
private sector entity in question. The public sector entity should be the first
port of call.

In certain cases, it would not be possible to provide assuranceghetrtis

and conditions of the agreement are being complied with, unless the
underlying records that are in the exclusive custody of the private sector
organization are examined.

In all cases, the materiality and the risk perception need to be given due
corsideration.
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[ Annexure-05 ]
(Refer paragraph no1.11.2i))

Format for planning audit procedures
SI No Description Details

Name of the Entity

Period ofaudit

Duration ofaudit

Have the documents of the Entity (su
as the Financial budgets/ Outcol
budgets/ Result  Framework|
Documents/ Annual Report/ Ne
Policies and changes in policy, previg
Inspection Repost Performance Audit
Reports conducted earlier etc) been d
reviewed

5 Have documents and data frg
secondarysources (such as Reports
the State and Union Governments an(
various Commissionk/ Census data
Statistics put out by Governmet!
NSSOdata/ digitized data available
data.govm, VLC data, Beneficiary dat
(if applicable)etc, and other sources lik
media reports research reports
academic reports etc) been dé
reviewed

6 Potential risk/ focus are as that eme
of thereview conducted as at (4) and
above.

7 List the Audit Objectives that ai
intended to be pursued both o
regularity andoroprietyaspects
Sumnarize the planned scope afidt
Audit procedures that are intended to
applied (review of recordsphysica
verification, joint inspectionsexternal
evidence collection etc)

10 |Broad Assignment Plan for each party

member
11 Otherremarks

AWIN|-—

© |00

Senior Audit Officer /AuditOfficer
GroupOfficer
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[ Annexure-06 ]

(Refer paragraph no.11.5

TITLE SHEET

(TO BE SUBMITTED ALONG WIT H DRAFT INSPECTION REPORT)

PART A (Summary of audit results)

=0

Name of the organization audited

2 | Name of party personnel
(i) Sr.Audt Officer/ Audit Officer
(i) Asst.Audit Officer/ Superviso
(iif) Senior Auditor/ Auditor

3 | Period of audit

4 | Dates of commencement and completion addi
(Extenson of time if any granted may be separatg
indicated)

5 | Whether Entry Conferencavas held with the Audite(
Entity? Ifyesenclose Minutes/ Record dfscussios If
no, provide reasons

6 | Number of potential paras (drawing reference to |
nos)
includedin PartIIA of the Insped¢ion Report

7 | Number of parag¢drawing reference to para nos)relati
to fraud ormisappropiation, presumptive fraud an
leakage of revenue etc

8 | Paras relating tpergstent irregularities etc that need
be brought to the notice of HOD through Managem
Letter.

9 | Briefly mention he challenges faced during audit (n(
producion of records manpower or resourg
constrants, scope limitation etc) and how they we
addressed during the course of audit

10 | Suggestions foovercorring such chééngesin future
audits

11 | Whetler Exit Conference was held and draft Inspect ,,:
Report discussed with the Head/ Nodal Officerp of Minutes as peBtatement
Audited Entity. If no reasons may bedicated A to beenclosel

12 | pate of submission of Draft Inspection Report and
working papers toHqrs (may be submitted within
period of 7 working days from the date of conclusion
audit)

13 | Reasons for delay submission of draft IR etc. to Hq
with reference to the allotteaine peiod, if any.

14 | Generakemarks, if any

II. | Part B (Details of Audit Process followed)

1

Whether thedlocaion of dutes amongst each méear

of the Audit Team (SAO/AO/AAO/SrAuditor/
Auditor) was prepared in line with the planned broad
assigment plan and acknowledged by the respective
party memiers? If no reasons and justification may b¢

provided

Allocation of duties as pe
Statement Bto be
enclosed
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2 Sampling methodoby adopted (Use as many rows ag List of files/ vouchers
needed) other documents reviewed
maybe enclosed
Sl. | SectionWing Nature of No Selected| Percentage | Sample
being audited document for review | of selection | method
No. adopted
Purchase/Works/ Files/ (Indicate (Indicate Random/
Establishment etc| Vouchers etc| actual percentage | Strdified/
number for each Judgmental
selected) category) etc.

3 | Whether focus areadentfied and proceduresppied
wereas plannedwith reference to thglan as approved
by Group Officer beforeommencing theaudt)?If ng,
reasons anjlstfi caion may beprovided.

4 | Whethe all issies marked foexaminaion by Group Compliance to Group office
Officer onsupervsion/Hgrssection have been comments on supervision
addressd? be enclosed as per Statem

C.

5 | Whether all work assigned as per alldgatofdutes Certificate as per
was comfeted?If no provide whether the reasons an¢ Statement D to been
justificationareprovided closal

6 | Briefly indicate the potential focus areas for next auc

7 | Whether daily diaries indicatingge documens/ Daily Dairy as per
recordsteam membersf the Audit Team have been | Statement Eto be enclosed
and enclosed? for each member

8 | Whether a certificate of obtaining sufficient and Certificate as per
appropriate evidence (key documents) for the audit | Statement Fto be enclosed
observations included in the Draft InspectReport has
been provided?

9 | Whether the key documents have been referenced ir
para and the source of evidence has been provided
footnotes?

10 | Please indicate the position of outstanding paras of
previous inspection Reports as under.

Period of Inspection No of paras | No. of paras| Reasons for the paras

Reports outstanding | outstanding | remaining outstanding
(opening) (closing)

1 2 3 4

11 | Whether a certificate that tieidt was conductechi Certificate as peBtatementF
accordance with th€AG's Auditing Standards 2017 | '© Peen closed
has beemprovided?

12 | Whethera cettificate that the audit party has complig| Certificate as peStatement Fto
the with Audit Quality Frame work and Code of Ethic ¢ enclosed
has been provided?

Dated: Sr. Audit Officer/

Audit Officer
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Statement A

Sample Format of Minutes/ Record of Discussions at the conclusion of Audit

Minutes of the Minutes hold on to discuss audit observations to be
included in the draft inspection report for the period relating to the
Ministry of / Audited Entity
Present:

From Ministry From Audit side

(Note- The minor and procedural irregularities which were notaedng the
course of audit have either been settled on spot after taking assurance from the
auditee or have been issued to the Ministry in the shape of TestMaiei}

The audit observations were discussed in detail and neceadaaifycations,
whereve sought, were given from the Audit side.

It was pointed out by Audit that initial replies from the Ministry in respect of
____audit observations were still awaited and the same mdyribshed on
priority. In responsethe Ministry assured to send theplies at the earliest
possible.

The meeting ended with vote of thanks.

(Signature) (Signature)
(Name & Designation) (Name & Designation)
From Ministryo From Ministry
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StatementB

Proformafor Duty list of each member of the Aind eam

Duties assigned

Noted and signed
(Acknowledgement)

SAO/AO :Name
1.

AAO/SupervisorName
L
2

Sr. Auditor/Auditor : Name
1.
2.

Statement C

Follow up of supervision by the Group Officer

Name of the Date
Audited Entity | Supervision

of

Comments/Queries ¢ Action taken by the
the Group Officer Audit Team on
Comments/Queries

Statement D

Certificate at the conclusion of Audit

We have examined all the issues as per the duty list (except the following) and
necessary audit obsrations based on audit scrytinave been issued.

Sl. Brief particulars of the issues which coy Reasons there for (nc

No. | not be seen in audit availability of records, timg
constraints, shortage
manpower, othe
constraints/reasons) etc.

1

2

Sr. Audit Officer/Audit Officer
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Statement E

Daily Diary of each member of the Audit Team

Date

Brief details such as file number, item of work done, rec
seen and examined etc

(Signature)
(Name of the Officer
& Designation)

Statement F

Certificate

It is certified that:

a) Suficient and appropriate evidence (key documents) for the audit
observations included in the Draft Inspection Report have been obtained and

have been submitted along with the Draft Inspection Report

b) Thatthe audit was conducted in accordance with the CAG's Auditing
Standards 2017

c) The audit party has complied with the Audit Quality Framework and Code
of Ethics

Sr. Audit Officer/Audit
Officer
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TITLE SHEET FOR COMMENTS ON ACCOUNTS

(PART 'AY)

Statemeri-06 (A) (Refer paragraph no.11.5

Name of the:

 Company/  Corporation  who!
Accounts are being Audited

9 Holding Company of the Company
Corporation

9 Subsidiary of the Company
Corporation

1 Associateof the Company/ Corporatid

Whether the Company is aDormant
Company under section 455 of th
Companies Act, 2013

Name of the authority having right
appoint majority of Directors or to contf
the Management or policy decision of |
Company/ Corporation.

Names of party personneitiv dates

(i)  Supervisory Officer

(i)  Assistant Audit Officer
Supervisor

(i) Sr. Auditor/ Auditor

(iv)  Consultant/ contractu
appointment

Y ear of financial statements

Month selected for detailed review of c:
book

Date of: (To be filled by P&/ AG
Office)

i. approval of consolidated/ financ|
statements bythe Board of Directc

ii. the Audit Report
(Applicable where a separate Statulty
Auditor is appointed)

iii. receipt of certified accounts alo
with Auditors Report; and

iv. receipt ofcompliance to direction]
under section 143 (5) of i
Companies Act, 2013

v. commencement of conducting au
andduration of audit (in workin
days)

1 Details of extension sought, if ar]
and

1 number of days for which extensi
is granted. (in working day

Provisional CommentsT o be f

ed

by

PAG/

7.0

Date of issue of draft comments to:

i. Statutory Auditor

i. Company
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7. (i)

Date of receiving replies of drg
comments from:

i. Statutory Auditor

ii. Management ofite Company

7. (iil)

Date of sending draft comments to C,
office

Date of Annual General Meeting in whi
the accounts for the previous year w
adopted

Did the Audit Committee have
discussion with Auditor and had review
the financial statments before the
submission to the Board of Directors.

10.

Whether the Statutory Auditors attend
the meetings convened for planning ;
finalisation for audit of accounts. If n
details of the meetings not attended.
(To be filled ffice)

11.

Whether the Management/ Statutj
Auditors have replied to all auc
enquiries? If not, whether it has bg
brought to the personal attention of Cf
Executive?

12.

Whether all records/ information requir
by Audit Team was made availablenot,
the details of records not produced
Audit may be given.

(PART 'B)

Review of Statutory Auditors Report

Whether all the statutory assertio
specified in sections 143 (2) and (3) of {
Companies Act2013 have been stated
the Report.

2. | Whether the requirements of SA 700 hé
been fulfiled as regards the form a
content of the Report
(A check list is enclosed asinexure)

3. | Whether the Report includes the requi

statements on all matters specified
CARO 2003/ CompaniesAuditor's Report)
Order, 2015. Whether the followin
requirements of CARQO03/ CARO2015
have been complied with

(CARO 2003 is applicable up to th
accounts finalized for financial year 2013
14 only)

i) If the auditor is unable to report on a
of the maters, whether the fact has be
indicated along with reasons.

i) Whether the assessment made
statutory Auditor on the adequacy
internal control system is consistg
with other observation of the Auditors
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iii) Whether the report of auditor ¢
maintenane of proper books @
accounts under law is correct a
verified!

iv) Whether the company has disclosed
impact, if any, of pending litigations o
its financial position in its financig
statement.

v) whether the company has ma
provision, as requirednder any law o
accounting standards, for mater
foreseeable losses, if any, on long te
contracts including derivativ
contracts;

vi) Whether there has been any delay
transferring amounts, required to
transferred, to the Investor Educati
and Potection Fund by the Company

Qualifications 1in
Whether the requirements of Section 143
and Statement on Qualifications

Auditorbés Report a

been complied with.

i. Has the auditor stated the fu

informationabout the subject matter
qualification?

ii. Has the auditor stated the reasons
the qualification?

iii. Has the auditor stated all tf
qualifications in their report itself an
without referring to a report made
earlier years?

iv. If any note to accaus is a subjec
matter of qualification, whether th
auditor has stated the full subject mat
of the note in his qualification, insteg
of referring to the note.

v. Whether the auditor has state
wherever possible, the effect
individual qualification and total effec
of all qualifications and total effect ¢
all the qualifications on profit or loss
state of affairs.

vi. Ifitis not possible to quantify the effe
of qualifications accurately, wheth
the auditor has stated the effect ba
on estimates made by the manageme
after indicating the fact that the figur
were based on management estimat

The purpose of this item is t@rify the audit observations relating to Aointenancef

proper books of record required by the Companies Act and/or any other relevant Act with
reference to records of the Company. There is no need to examine all the records of the
company but where the statutory auditor has made audit observation inpeis, asly

these observations need to be examined and not all therecords
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Whether the auditor has furnished the ref
Uu/ s 143 (5) along
s 143 (2). If not, the date of receipt of rep
u/ s143 (5) may be mentioned.

Has the auditor complied with all directio
issued and sub directions issued U/ s
(5)?

Whether Statutory Auditor has shared
working papers with the Audit Team as 4
when asked for.

Whether the opinions exessed by th¢
auditors on the financial statements is {
keeping in view their qualifications.

If the auditor has revised his Audit Repg
Whether the same is in accordance w
6Gui dance Note on
Reportod

1

0. | Whether Statutry Auditors has issued ar
communication to those Charged w
Governance under SA 2607 If yes, whet
the same has been reviewed

1

1. | Is there any material evidence regard
noncompliance with any Standard
Auditing by the Auditot

Review ofFinancial Statement

Whether the following have been
verified?

Whether the Balance Sheet and stateme
Profit and Loss have been prepared in
forms set out in ScheduledlPart | and Par
Il of the Companies Act, 2013 respective

Whether financial statements includir
consolidated financial statements, if a
have been approved by Board of Direct
and authenticated as required under Seq
134 (1) of the Companies Act, 2013.

Whether all significant accounting polici¢
have beerdisclosed and form part of the
financial statement

Whether any accounting policy is vag
leaving scope for misinterpretation or
against the provisions of Accountir
Standards/ relevant laws.

Communication under AAS 27 can be reviewed either before taking up or during the
supplementary audit to review the observations of Statutory auditor contained therein
which may béhelpful indeciding the scope and extent of supplementary audit.

To be reported only on exception basis if some convincing evidence indicating material
noncompliance of SA are noticed during the normal course of Supplementary audit.

List of the areasvhere the entity should frame accounting policy as given irL A&n be
considered as significant areas. In addition to this, based on the experience, PAG office
may be aware of the major significant areas where the Company should have an accounting
policy. Such examination is not necessary during supplementary audit, it can be done before
the start of audit or any part of the year as change in Accounting Policies is not a routine
feature of a Company and most accounting policies remain the same.
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If there is a change in accounting polid
which has a material effect The amount
which financial statements is affect
should be disclosed as such in one pl
otherwise the reasons for ndisclosure
should be indicated.

Whether auditor have signed their rep
only after adoption of previousyears
accounts in AGM as required in Compan
Act, 2013 and letter of appointment
Auditor.

Whether unusual transactions have b
dealt with in accounts properly. If not, h

the auditor given significant comments
it?

Whether depreciatiohas been charged
required by section 123 considering f
useful lives to compute depreciation
stipulated in Schedule Il. Where t
Company adopts useful and residual
di fferent from the
of Schedule Il it has been dlsesed with
justification in financial statements.

The useful and residual life of any speci
asset notified for accounting purpose by
Regulatory Authority constituted under a
special Act of parliament shall be applied
calculating depreciagn to comply with
requirement under section 123 of t
Companies Act, 2013.

10.

Whether test checks revealed that SA
regarding due consideration of laws g
regulations followed by the Auditor
adequately reported?

11.

Whether the Company is liEbto make
provision for Corporate Socig
Responsibility (CSR) as required by sect
135 of the Companies Act, 2013, if
whether provision has been made
notified activities of CSR.

Compliance with Accounting Standards

Whether the financlastatements complie
with Accounting Standard as required
Section 133 of the Companies Act, 2Q
read with Rule 7(2) of the Compani
(Accounts) Rules, 2014.

Cases of nowompliance if noticed durin
test check.
(A checklist is enclosed dsnexure-I1)

Whether the Company has ma
disclosures as required in Section 129
of the Companies Act, 2013.

If not, whether the Statutory Auditor h
stated the nomompliance in their repor
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IV | Compliance with Assurances:

Whether the Companyak complied with al
the assurances given to Audit in the previ
year (s)

V | Compliance with requirement of Regulatory Authorities relating to
preparation and presentation of financial statement/ accounts

Whether the requirements of any, regulat
authoritiesviz.,SEBI, IRDA, RBI, BPE, NHB and
Administrative Ministry etc with regard tg
financial reporting been complied with by t
Company? If not, indicate whether specific n
compliance has been pointed out.

VI | Recommendations of Supervisory Offier

1. | Whether any change in time allotted
necessary for future audit?

2. | Details of areas to be focused in complia
audit?

3. | Constraints faced, if any, in conducting t
audit of accounts of the Compan
Corporation

4. Other recommendationsgmarks.
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Part C
(The matters included in this part are not exhaustive PAG may include oth
matters according to their requirement

1. | Whether all the points indicated in the register of impor|
points marked for verification in the accounts auditHoy
ES-1 section have been reviewed and action taken.
2. | Whether list of audit points, which may have some a
value for other LAPs been attached.
3.|Whether the Statutory Al
accounts of units not selected for auditrbesviewed.
4. | Whether the contribution statement with money value
name of the LAP official has been attached.
5.| A statement of allocation of duty amongst the pa
members may be attached duly signed by all membe
the audit party acceptingdtduty assigned to him/ her a
a certificate that the duty assigned was completed.
6. | A copy of declaration regarding adherence to the cog
ethics of Comptroller and Auditor General of Ing
separately signed by the LAP officials in duplicate, giv
one copy to head of audited entity prior to commencer
of audit.
7. | A certificate regarding investment by State Governmer
form of equity/ capital contribution may be attached as
Annexure-lll
8. | Whether a separate file containing the docusiéatbe
collected as peAnnexure |V attached with signature (¢
officials that have verified the items mentioned in work|
sheet.
9. | whether all the information required in the proforma
performance of auditors of Government Companies
Corporationshas been obtained and incorporated in

attachedAnnexure-V.
Submitted to Dy. Accountant General (AM@))
Camp: Signature of AO
Date: AMG 11/ Party

No.
Certificate of completion of allocated duty by LAP officials

Sl. Name Details of Work Signature
No.

Audit Officer /AMG 111 P.No.
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[ Statemeni(a) ]

(Continuation of Annexure-06 (A))

Check list to ensure compliance of Standard on Auditing 700

Sl.
No.

Particulars

Compliance

Whether the audit report contains t
following basic elements:

Title

Addressee

Opening paragraph

Scope of Paragraph

Opinion paragraph

Date of Report

Place of Signature

A =A==

Auditor6s sign

Whether the type of report to be issu
based on audit has been decided, if Y
whether it is properly @fted considering
the type of report

Qualified

Disclaimer

Adverse

Whether the membership number is
mentioned of the member signing the
report
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[ Statemen(b) ]

(Continuation of Annexure-06 (A))

CERTIFICATE

The figures of Investment of. Lakhmadeby the State Government in the
form of equity share capital/ capital contribution and shown in the accounts for

//////////////////

the period fromeéeééééé. . t o eeéeéeéeéééececee
ofteééeéeéeeéeéeéeé. i s veri fied with
following basic documents and is found correct:
1) Government Resolution regarding release of equity capital/ capital
contribution to the PSU.
2) Bank/ PLA account documents in respect of actual receipt of capital
fund.
3) Board resolution regarding allotment/ issuesloéres to the
Government.
4) Register of shareholders.
5) Intimation made by the PSU to Registrar of Companies.
6) Posting of the figure of investment in all the related accounts
maintained by the PSU.
7) Any other documentsaé the LAP may deem fit to credseck the
correctness of the figures of investment shown in the account of the

PSU

Audit Officer (1)
AMG -111 Party
No.
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[ Statemen(c) ]

(Continuation of Annexure-06 (A))

Working Sheet

(For Accounts Audit)

DOCUMENTS TO BE ATTACHED WITH EVERY ACCOUNT AUDIT IN A
SEPARATE FILE ALONG WITH AUDIT PLAN

Sl.
No

Particulars

Page
No. of
file
where
kept

Signature
of official
that has
checked the
item

Balance Sheet grouping

Trial Balance

Statement of fied assets showing details of as
under each category of the fixed assets schedule,
with opening balance additions, transfer/ sale
closing balance, of the gross block and ope
balance, addition, reduction and closing balanc
depreciationThe statement should be certified to h
been checked and verified.

Statement of CWIP/ Project under execution sho
opening balance, addition, transfer and closing balz
with project wise details. Certificate to the effect {
the same has ba verified

Statement showing details of investments, ope
balance, additions, sale and closing balance.
investments should be classified as quoted an
guoted and their market value should also be shoy
certificate that the statement afvestments has be
verified and found correct.

Statement showing closing stock valuation (RM, \
and finished goods) and a certificate that the same
per declared policy and as per records.

Statement showing list of scrap and obsoletag with
date from which lying as scrap or obsolete.

Statement showing age wise analysis of debtors
certificate that balances are as per ledger and wh
confirmed/ not confirmed by debtors
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Sl Particulars Page | Signature
No No. of | of official
file that has
where |checked the
kept item

9 |Policy of Bad debt provisioning and certificatieat
provisioning has been made as per policy

10/l Bankdéds Confirmation of
accounts and fixed deposit accounts, along with
reconciliation statements for difference with cash b

11 | Statement showing interest aged and due calculati
on fixed deposits

12 |In respect of loans and advances similar statement
the case of sundry debtors

13 |In case of increase in paigp share capital. Boa
Resolution allotting shares

14 | Statement showing party veisdetails of secured a
unsecured Loans with certificate that balances has
verified with ledger balances.

15 |Interest accrued and due calculation statement o
above Loans

16 |Project wise statement of grant/ subsidy shov
opening balanceyfeceipt, expenditure and closi
balance. A certificate that the statement has
verified with ledger accounts.

17 |Statement showing deferred tax calculation
incorporated in accounts, along with suppor
document.

18 | Party wise balances ofisdry creditors with certificat
that same has been verified with ledger accounts

19 | Statement showing provision for outstanding expe

20 |Statement showing provision for taxation

21 | Statement showing provision for employees bene

Note: If hard copies of the above documents are not feasible/ provided by
Company/ Corporation, the information may be collected in soft copy in a
Compact Disc containing the above details for submission.
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[ Statement07 ]

(Refer paragraph no.1.33)7
Grading of Inspection Reports

Sl. Process Allocate | Scoring methodology Actual
No Parameter d Score Score
1 Planning 30

1(a) | Desk review Understanding the auditable entity
Review of 10 This has two dimensions.
guard file,
data analysis Review of internal documents (Max
and score 5): A comprehensive review of the
understanding entire range of available documents woul
internal yield the naximum score of 5 and a
controls. This 5 limited/restricted review would have to be
should correspondingly scored lower than 5.
conprise Review of internal documents include
review of both budgetsfinancial and outcome,
internal rules/regulations, past audit findings etc.
documents
and external Review of relevant external data bases
applicable (Max score 5):A comprehensive review o
data bases/ 5 the entire range of available data/data
data. sets/reports would yield the maximum scg

of 5 and a limited/restrictive review would
have to be correspondingly scored lower
than 5.
Review of external data includes data
analysis of relevant external databases,
reports/statistics of Govt. etc.
Identification 10 This has two dimensions.
of potential
risk / focus Focus areas from past audits (Max score
areas 5): Identification of persistent irregularities
5 systemic issues emerging from past audit
findings would be scored based on the ra
of areas identified up to a maximum of 5.
5 New focus areas (Max scoreb):
Identification of any new focus area(s)
would yield a score of 5.

1(b) | Determination 05 Determining the scope and audit objective
of scope 6 duly approved by the Group Officer (as pe
audit and the prescribed template) prior to
Audit commencement of audit would fetch a scc
Objectives of 5. Not doing so would yield a score of

Zero.
Deciding te 05 Deciding the assignment plan and broad
assignment audit procedure duly approved by the Gro
plan for team Officer (as per the envisaged template) pf
members, to commencementf@udit would fetch a
audit score 5. Not doing so would yield a score
procedures zero.
and
preparation of
audit design
matrix if
applicable
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Conducting
the audit

45

2 (a)

Findings and

evidence

Extent of
findings
from
identified
risk/focus
areas

25

25

15

The score against this pamnater would have
to be determined on the basis of the
percentage/rate of conversion of risk/focu
areas identified (as at 1 (a) above) into
findings in the Inspection Report. The
specific findings from other than focus are
included in the Inspection Regavould
also be considered.

(A) Clear cases of overpayments/ wastefu
or infructuous expenditure /leakage of
revenue/ revenue foregone or short
collected/ frauds or presumptive
frauds/losses /necompliance with laws or
rules/ violation of contractualbdigations/
undue favour to contractors/ service
providers (scoring to be based on proporti
of such paras to total paras in IR eg if all
paras in the IR fall in this category it woulg
fetch full score of 25. If 60% of the paras
fall in this category, itvould fetch a score
of 15 i.e 60% of 25) (Max score 25)

(B) Clear cases of idle investments/blocki
of funds/delays in procurements,
commissioning of equipment, project
execution and diversion or raigilisation of
funds (scoring to be based on propamtodf
such paras to total paras in IR eg if all par
in the IR fall in this category it would fetch
full score of 15. If 20% of the paras fall in
this category, it would fetch full score of 1
If 20% of the paras fall in this category, it
would fetch a sore of 3 i.e 20% of 15)
(Max score 15)

(C) Procedural issues either not involving
financial implications or having financial
implications lower than materiality (scoring
based on proportion of such parasin IR e
all paras in the IR fall in this cagery it
would fetch full score of 5. If 20% of the
paras fall in this category, it would fetch a
score of 1 i.e 20% of 03) (Max score5)
I n case of ONILG& I n
conduct of audit has to be evaluated agair
the nature of the audited awtihigh risk/
medium risk/low risk) focus areas that hay
been pursued against applicable audit
criteria. The scoring would be based on
proportion of focus areas that were pursug
vis-&vis that were identified during
planning stage and compliance to the
envisaged audit process (if all areas were
satisfactory pursued against applicable ay
criteria and the audit process was followe
would yield a full score of 25 else the scor
would have to be proportionately reduced
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Extent of 10 Part Il A - (Max Score-8): The score
sufficient and against this parameter would have to be
appopriate determined on the basis of the percentags
Evidence paras in the Inspection Report for which
(Key sufficient and appropriate evideshave
documents) been obtained and evaluated. (e.qg. If the
obtained and has 20 Part Il A paras and full set of KDs
evaluated. (evidence) have been obtained for only 14
paras (70% of paras), this parameter wou
fetch a score of 5.6 (70% of the maximunm
allocated score of 8)
Part Il B 7 (Max Score-2):The score
against this parameter would be on simila
basis as envisaged for Part Il A paras ahd
2(b) | Documentation
Preparation of 10 Preparation of Audit fe comprehensively
Audit file and as envisaged in Compliance Auditing
documentation Guidelines and containing the audit
of Working strategy, scope and methodology, sample
papers selection, audit procedures applied, Audit
Extent of field Design and Audit Findings matrices (whe
work done applicable) etc and documenting the
working papers comprehensively as
envisaged in Compliance Auditing
Guidelines and detailing the extent of wor
done, contracts/agreements examined et
would yield the full score of 10. The scoreg
against this parameter would have to be
proportionately reducedased on the exten
of gaps in documentation observed during
the process vetting the IR. This is applica
for NIL IRs also.
3 Reporting 25
3(a) | Drafting and presentation

Drafting 05 The score against this parameter would

quality have to be detarined on the basis of exter
of revision that was necessary while vettir
the IR. This is not applicable for NIL IRs

Appropriate 05 The score against this parameter would

classification have to be determined omet basis of the

of paras into proportion of paras that were incorrectly

Parti Il A and classified to the total paras. (eg if two out

Parti Il B. six paras in the IR were incorrectly
classified (which had to be rectified during
vetting process) ie. 30% incorrectly
classified and 70% correctlyassified, the
(70% of the total score). This is not
applicable for NIL IRs.

Mortality of 05 The score against this parameter would

paras determined on the basis of percentage

paras retained (number of paras wrt tg
paras in Draft IR) durindhe vetting process
i.e. if 80% of the paras have been retain
the score to be awarded would be 4 (809
the total score). This is not applicable 1
NIL IRs.
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3(b) | Timeliness

Submission of
Draft IR

05

Dispatch of Draft IT/ emailing the DitalR
promptly (7 days) would yield the full sco
of 5, which would be proportionatel
reduced for delays as under:

Delay upto five days: 4

Delay upto seven days: 3

Delay upto nine days: 2

Delay of 12 days: 1

Delay > 12 days: 0

This would apply to NIL IRalso

Issue of IR

05

Issue of IR promptly within the specified
time (30 days) would yield the full score o
5, which would be proportionately reduce
for delays as under:

Delay upto five days: 4

Delay upto one week: 3

Delay of 10 days: 2

Delay of twoweeks: 1

Delay > two weeks: 0

This would apply to NIL IR also

Total

100

IR Grading

Score of Less
IR than 25

26-30

31-35 | 3640 | 41-45 | 4650 | 51-60 | 61-70

71-80

81-90

91-100

IR Grade 0

10
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[ CHAPTER 2 (Part-A) J

2. FINANCE DEPARTMENT
2.11INTRODUCTION

The Department of Finance, Government of Gujarat plays a pivotal role in the
development of the state by providing sound and efficient finance management
system for good governaneethe helm of Industrialization and development.

It works within an efficient Organizational Structure managing economic
af f aevengede x pendaxes@a Faundsa budget p |

financial works. Subjects |ike Ways
and Sinking Depreciation Fund is monitored BBI. It has various other
branches for Budgeta Govt. Loans, P u

other service related work.
2.1.20RGANISATIONAL SETUP

The State Finance Ministeis in charge of thé=inance department at the
Ministerial level who is asisted by the Additional Chief Secretary (Finance).

The Additional Chief Secretary (Finance) oversees the functioning of the
Secretary (Expenditure), Secretary (Economic Affairs) and Commissioner and
Ex-Officio Secretary (Bureau of Public Sector Entegsjs The various sub
offices/branches under these three have liedinated in the following flow
Chart.

Finance Department Structure

Additional Chief Secretary [Finance]

—
Secretary [Expenditure] Commissioner and Ex-officio
Secretary [Economic Affairs] Secretary [Bureau of Public Sector
Director [IF] Enterprises]
FA [Education/Agriculture]

Addl. Secretary [Budget]

il Sl supply] ‘ Joint Secretary

FA Industrie/Energy/S&T] i
[Personnel]

FA [Labour/Legal/LPAD/Sports/Climate]

‘ Deputy Secretary
[Treasury-Pension]

e T
e S
e D
e T

‘ Deputy Secretary
[Services]

pb——2 Deputy Secretary [14%h FC]

0SD & Ex-Officio
‘ Deputy Secretary [EA]

Deputy Secretary
‘ [Cordination]
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2.1.3HEAD OF DEPARTMENT (HO D)
Following Heads of Department are functioning under Finance Department:
U Chief Commissioner of State Tax
Director Accounts & Treasury
Director of Pension Provident Fund

U

u

U Registrar of Sale Tax Tribunal

U Director of Examiner, Local Fund
U

Director of Insurance

The brieffunctions of the above Departments, except State Tax Department
which is mentioned separately in ParoBthis Chapter, is mentiondsklow:

21.4DIRECTOR OF ACCOUNTS & TREASURIES
Introduction

Directorate of Accounts & Treasuries (DAT) performs its functions under
Finance Department of State Government. DAT was established in May1960.
With formation of DAT, all function of all Directorate of Accounts &
Treasuries, PAO, Local fund accounts, establishment, Accounts, Training
Centre, stores verification unit working under direct control of Finance
Department were brought under administrative control of DAAT Dnainly

deals with all Government offices, DDOs, Grant in Aid institutions, Panchayats,
Municipalities, Universities, Pensioners and public at large.

Main functions of the Directorate of Accounts & Treasuries are:
u  Timely payment of Government claims.

u  Timely credits of Government dues / collection / taxes.
i Compilation of Government Accounts i.e. Receipts and Payments.
u Submission of Accounts to Accountant General.

u Safe custody of valuable and sale of stamps to licenced stamp
vendors/public.

u Pension Paymés

u Accountings of Public Deposits and implementation of Letter of Credit
System introduced for cheque system of Roads and Building, Irrigation
and Forest Department.

u Inspection of Treasuries and Sub Treasuries.
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21.4.1AUDIT

Audit of Directorate of Acounts & Treasuries is conducted under Section 13
of CAG6s DPC Act , 1972 by thigofthedi t
Principal Accountant General (Audi), Ahmedabad and inspection/audit of
treasuries is conducted by the Accountant General (A&E), Rajko

2.1.42 ORGANISATIONAL STRUCTURE:

Directorate of Accounts and Treasuries (DAT) is headed by the Director, of
Accounts and Treasuries, Gandhinagar andtassby the District Treasury
Officers, Pay and Accounts office®8ension and Payment OfficeEsPayment

and Accounts Officerat field/ District level and subreasury officers at Taluka
level.

2.1.43. PAY & ACCOUNTS OFFICE

Pay and Accounts Office is responsible for making the payments and also for
the maintenance of accounts of the transacpentining tahe followingfour

groups of offices of the State Governmhdh) Secretariat Department (2)
Governorodés Establishment (3) Legi sl a
Departments located at Ahmedabatie payments are made after conducting
cent-percent checks on the same lines and to the same extent as would be
conducted by an audit office. Where janadit is conducted by such check, it is
considered to have been applied as a departmental me2snsestent witithe
distinctive functions ofttis office, it is divided into several branches

(1) Service Record Branch

(i) IRLA Branch (Individual Running Ledger Account)
(i)  Gazetted Audit Branch

(iv)  Departmental Audit Branch

(v) State Accounts Branch(submits compiled accounts to the Accountant
General, Gujarat, &kot & Ahmedabad)

(vi)  Cash and Cheque Branch
(vii)  Establishment, Control and Record Branch

2.1.5DIRECTOR OF PENSION AND PROVIDENT FUND

Introduction

Government established Directorate of Pension and Provident Fund vide the
Finance Depart me DRP)H43387/RI&EXHK2Y IR wdted the 21N o
August 1987. The Directorate became functional with effect from 01 September
1987. The stipulated date (cut of date) for fixing pension was decided as 01
April 1988 by this office. The Directorate of Pension and Pmewvid=und
performs its functions under the control of Finance Department of the State
Government. Director, Pension and Provident Fund has been declared as the
Head of Depart ment under Finance Dej
Resolution No. DPP/ 11872%/ R1 dated the 24 September 1987. This is a
State level office and has no subordinate office at the district or taluka level and
consdering the nature of functions.
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2.1.51 FUNCTIONS
The main functions of the Directorate of Pension and Provident Fuhare:

The office deals with the authorisationp#nsion @ses of State Government,
Grant in Aid, NornGovernment Schools, College, Universities, Panchayat
employees (Retiring on or after 01.06.2016 in case of Panchayat Employees)
and Rojamdars & KotwalsAlso, maintain General Pvalent Fund (GPF)
Accounts for Class IV, Rojanad and Work charged employeegcounts of
House Building Allowance (HBA)/ Motor Car Advance (MCAnd New
Pension Scheme.

Pensionis aright andis not coveredunder the provisionsf the Section 10 (1)

of the CAG6s (DPC) Act, 1971. The State Gover:!
the disposal of the pension cases, decided to take over the dealing of pension

from the Accountant General with the effect from 1 April 1988 through the

Fnence Departmentods Government-l8&edol uti on No. D
21 August 1987.

Pension Payment Authority is being issued to all Government servants eligible

for pension on receipt of pension (sanction) papers duly sanctioned by the

competent authdy. Pension of the Class IV employees has been assigned to

the Assistant Examiner of the District concer
Resolution No. Misc. / 2000/ D/ 903/ P dated 16 March 206&work relating

to authorization of the pension of the gaivage workers, kotwals, Cla$g

employees of Grarh-Aid institutionsis dealt by the Directorate d?ension

and Provident Fundrientioned in this office Circular No.DPP/ LM/ Class IV/

804/ 312 dated 27 March 2001

The road map for pension cases iirosl as follows:
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Before 24 Months

For Preparation of Pension Case

Office has to obtain from the Employee Office has to do

v~ Joint Photographs(3) v~ Vertification of Last Pay Fixation

v~ Details of Family Members v~ Vertification of Last 2 Years Service
v Application for c.v.p. v~ To Provide N.D.C. & N.E.C.

v Nomination & Signatures + Calculation of Pensionary Benefits.

Before 24 Months

Sanction Case is to be Submitted to the DPPF/LF
With service Book & Relevant Documents Prior to 12 Months of Retirement

%)

Case to be Finalized before 6 months of the Retirement date.

PPO is issued at least one month before retirement by DPPF/LF

PPO is sent to Respective Treasury for Payment

Last pay Certificate, No event Certificate Issued on last day by the respective Dept.

<—|<—

Pension released by Treasury

Assessment of Pension Liabilities:

The State Government, vide Finance D
GOI/ 7/ P dated 27 July 2005, initiated a project in consultation with the World
Bank, New Delhi, under the instructions oétEentral Government, to collect

the details of all the employees of all the administrative departments of the
Government, Heads of Departments, Heads of Offices, Semi Government
Offices, Boards/ Corporations/ Autonomous bodies where the retirement
benefis or grants relating thereto is paid by the State Government and details
of all the pensioners orfamily pensioners whose pension expenditure is
incurred by the Government of Gujarat. The details collected under this project
is usedfor assessment of retiment benefits with reference to the prevailing
pension scheme and thes reviewed on regular interval

The pension, gratuity, and family pension of the following Government
employees are regulated by the Directorate.

i.  Allthe Classl, II, lll and IV employees of the State Government.
ii.  Judges of High Court, IAS / IPS / IFS Officers in the State Government
Services.
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iii.  Members of Public Service Commission.
iv.  Employees/ Officers of Gujarat Legislative Secretariat.
v. Office Bearers, Officers and employeesitted to avail pension from
the Consolidated Fund of the State whose expenditure of establishment
is made from the above fund.
vi. Employees/ Officers of the Negovernment High Schools.
vii.  Employees/ Officers of the negovernment Higher Secondary Schools.
viii.  Employees/ Officers of the Universities and recognized Colleges thereof
availing Government grant.
ix. Class of Norteaching employees/ Officers of the recognized colleges
availing grantin-aid.
x. Employees/ Officers of the recognized physical education colleges
availing Government grant.
xi.  Employees/ Officers of the recognized rgmvernment teaching
colleges.
xii.  Employees/ Officers of the recognized rgovernment Gujarat Basic
Training Course, Colleges availing government grant.
xiii.  Employees/Officers of Gujarat StaBocial Welfare Advisory Board
and Family and Children Welfare Centre.
xiv.  Employees/ Officers of such institutions run for the handicapped under
Social Defence Department as are availing 100% grant.
xv.  Employees/Officers of the Gujarat Ayurvedic University.
xvi. Class of all other employees/officers as directed by the State
Government from time to time.
xvii.  Special Family Pension.

21.5.2PAYMENT OF PENSIONS TO GOVERNMENT PENSIONERS
AND OTHER CENTRAL TRANSACTIONS CARRIED OUT BY
PUBLIC SECTOR BANKS

(a) AUDIT OF CENTRAL GOVERNMENT PENSIONS

The scheme for payment of pensions to Central Government pensioners
(including pensioners of the department of Defence and Railways) by public
sector banks was introduced by Government of India in stages from the 01 July
1976. The Government of Indiaapproved dist of public sector bank$or
disbursal of pensiorhe overall supervision and-avdination of this work at

the district level is carried out by the nominated branches of the approved public
Sector Banks designated ask.iBranch.

The authority issuing the Pension Payment Order indi¢ate the particular
branch of the public sector bank from which the pensioner has opted to draw
the pension. He will forward through the Treasury Officer concetrati the
halves ofthe Pension Payment Order to the Branch of the Public Sector Bank
through the link branch of the Barikhe paying Bank will credit the pensioner's
individual savings/current accountyith pension including dearness relief
sanctioned by Government of Indieom time to time. Payment of pension
including family pension is automatic and no bill is required to be presented.
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During local audit of pension payments made by the Bank, among other things
it should be seen that:

(1) Income Tax is deducted at source vawer required and certificate of
tax deduction issued in April each year.
(i) In case of the death of the pensioner, payment is made only up to and

including the day of death of the pensioner.

(i)  Payment of lifetime arrears of pension is made only to the hega of
the deceased pensioner.

(iv)  No amendment or change in the rates of pension is made except on
proper authority. 134

(v) Life Certificate, certificate of noemployment/ nommarriage/
remarriage have been obtained where required.

(vi)  Classification of pensiohas been made correctly.

(vii)  Family pension at lower rate is enforced from the date mentioned in the
pension payment order.

(vii)  Commuted portion of pension is deducted from the original amount of
pension while making monthly payments.

(b) AUDIT OF STATE GOVER NMENT PENSIONS

Thescheme for the payment of pensions to State Government civil pensioners
and All India Service Officers who retired from a post under the State
Government and those who were l®on the State cadre and retired from posts
under the Cem&l Governmenton or afterl October, 1982 andfamily
pensionerghroughPublic Sector Banks was introduced in the State of Gujarat.

Local audit of state pensions paid through public sector banks is to be conducted
in the same manner as in the case diitaaf Central pensions and the checks
mentioned above for the audit of Central pensions have to be exercised in the
audit of State pensions also. However, in the case of State pensions, it should
be seen that payment is made only up to and including dmeéhnof the death

of the pensioner.

(c) AUDIT OF OTHER CENTRAL TRANSACTIONS

The local audit party should also audit other central transactions relating to
'Public Provident Fund’, 'Compulsory Deposit Scheme’, 'Special Deposit
Scheme' etc. maintained imet bank audited and satisfy itself that these
transactions are in order.

2.1.5.3 Examiner Local Fund Account

The Local Fund Department is an independent audit department under the
administrative control of Finance Department of the State Government
Functioning as per the Gujarat Local Fund Audit Act 1963taedGujarat Local

Fund Audit Rule 1974 under technical guidance and supervision of CAG.
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2.1.54 Registrar of Sale Tax Tribunal

The Gujarat Sales Tax Tribunal has been constituted under sectmmnttas
Gujarat Sales TaAct. As per the provision of The Gujarat Value Added Tax
Act 2003, Chapter Il provides for Commercial Tax Authority and Tribunal.
Registrar is one of the member of tribunal and defined as per Rules 2(I) of
Gujarat Value Added TaXribunal Rule 2008 as Registrar of the Tribunal and
includes any person who is for the time being, discharging the function of the
Registrar. The Registrar shall perform such function as are assigned to him by
Gujarat Value Added Tax Tribunal Rule 2008tloe President (Reference rule

35).

2.1.6Director of Insurance
INTRODUCTION

The Government Insurance Fund was established in 1960 by the Government
to act as an insurer for all Government properties and properties of all
Government undertakings. Ittacas a registered tariff Insurer, licensed under
the Insurance Act to carry on the business of general insurance of all types i.e.
Fire, Marine and miscellaneous risks. The Fund is under the administrative
control of Finance Department of State with efffom 01 April 1976. The
activities of this organization are also likely to expand further after the General
Insurance Act, 1972 in as much as Government Insurance Fund will cover
insurance risk relating to properties not only belonging to undertakingecbw
wholly or mainly by the State Government but also properties belonging to
semiGovernment bodies or any Board or corporate body established by the
State Government under any Statute or any industrial or commercial
undertakings in which the State Govaent has substantial financial interest as

a shareholder, lender or guarantee.

2.1.61. ROLE OF GOVERNMENT INSURANCE FUND (GIF)

GIF can insure the properties/ interests belonging to State Government
undertaking owned wholly or mainly by the State Gaweent or properties
belonging to SerGovernment bodies or any board or body corporate
established by State Government under any industrial or commercial
undertaking in which State Government has directly or indirectly acquired
substantial financial intes¢ whether as shareholder, lender or grantor or
properties/ interests acquired/ created by individuals/ Associations/ subsidiaries
created by any board/ bodies/ corporationfdperative and/ or industrial/
commercial undertaking/ institutions etc., witle thelp of direct and/ or indirect
financial loans/ advances/ guarantors etc., from the State Goveri@hieman

go into Colnsurance with Public Sector General Insurance Company as well as
Private Sector General Insurance Companies. The sharinglms@ance will

be 45 per cent share of GIF and 55 per cent share to respective General Insurance
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Company Claims are also processed and settled in the same fashion as are
processed by various General Insurance Companies.

2.1.6.2 ORGANISATION STRUCTURE

The Government Insurance Fund is administrated by the Director of Insurance,
Guijarat State, who is responsible for the administration as well as discharge of
all technical duties concerned with the working of the Government Insurance
Fund and assisted by the ity Director and the Assistant Director.

2.1.63WORKING OF THE DEPARTMENT

GIF is mainly workingasaeonsur er shar i ngandptdvate nes s
insurance companies which have come up in recentfastunctions of GIF
business aredsy natureof business&rementioned below:

(1) Co-insurance business

For cainsurance business, GIF has entered into MOU with Regional Office of
the Insurance companies working in Gujarat, MOU covers conditions regarding
business sharing, function of leading comparngint settlement, subsequent
reimbursement of claims settled, settlement of disputed claims etc.

(2) Direct business

In case of Direct business, GIF underwrites Direct business on 100 per cent
basis for limited insurance policies like a Fire, House Buildiimg Policy for

Govt. Employees availing of Govt. housing loan (HBA fire insurance policy
issued for 100 per cent loan period) burglary, cash in transit, electronic
equipment, LPG gas dealers (Government civil supplies department), Civil
Aviation businessfoGovt. owned aircraft.

The claims arising out of above policies are processed and settled by GIF.

Welfare Policy (Group Personal Accident Polieydovernment of Gujarat has
framed and introduced welfare schemes for different categories of employees
andsectors of population. Welfare Policies cover:

(1) Registered Farmers

(i) First nominee of farmers

(i)  Landless Labourers

(iv)  Police Personnel

(v) College Students

(vi)  Primary & Secondary Students
(vii)  Diamond worker

(viii)  Orphan widow

(ix)  Jail guards

(x) Handicap person

(xi)  Safai Kamdar
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The schemeds name itself suggests the benefici
Above welfare scheme covers accidental death (excluding natural death and

suicide) and permanent total disablement due to accident. The unique feature of

this policy is that, beriiaries do not have to contribute towards premium, as

entire premium amount is being paid by the State Govt. through relevant

department formulating and operating the scheme.

Risk Management:

Main principle of insurance is sharing of risk and therefsea part of risk
management GIF fmsures its cansurance and direct business depending
upon the risk involved in terms of hazards and high valued risk. The net
retention of the risk varies from case to case.

Though GIF is a part of Govt. of Gujardhe working of GIF was regulated

under Insurance Act 1938 as amended from time to time, and as of today under

IRDA Act 2000. The Insurance Regulatory and Development Authority of

I ndia, (1 RDA) monitors GlIF6s fumctions and act
and scrutiny of quarterly returns.

Accounting Procedure
Revenue Accounts and Balance Sheet:

As a commercial department, GIF maintains its accounts on the pattern of an
Insurer and prepares annual Revenue Accounts for arriving at surplus (profit)
eaned during the year after making adequate provisions for the outstanding
items like claims and other liabilities incurred but not paid during the year and
providing for adequate premia reserves for future liabilities if any, occurring on
such unexpired ris. An annual Balance Sheet is also compiled showing the
Assets and Liabilities of the Fund and the aggregate Fund Balance including
miscellaneous reserves.

The accounts in the account section are maintained through various registers
and ledger which arelosed annually. Revenue Account and the Balance sheet
are prepared by transferring the balance from following registers:

(1) Premia Register

(i) Claim Register

(i)  Liability Register

(iv)  Time Policy Register

(V) Claim paid Register

(vi)  Reinsurance/ Consurance premia péiregister
(vii)  Premia subsidiary register or Insured wise ledger

Outstanding balances at the end of current year of all above register are
carried forward to the next year.

Over and above, Government Insurance Fund maintains the following registers
also formaintaining the accounts as per Government accounting system:
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(i)
(iif)
(iv)
(v)
(vi)

Cash Book

Bill Register

T. A. Control Register
Disbursement Register
Un-disbursement Register

Journal & Ledger

As per office procedure laid down by Government read with the Government
Orders issue from time to time following registers are to be maintained:

(i)

(i)
(i)

(i)
(iii)
(iv)
(V)
(vi)

Service Postage Stamp Register
Legislature Assembly Question Register
Library Register

Register for periodical Returns

Inward & Outward Register

Transit Register

Worksheet Register

Movement Register

(vii) File Register

There are certain registers which are required to be maintained as per contingent
Expenditure Rules read with Government Orders issued from time to time. They
are as follows:

(i)

(i)
(iii)
(iv)

Contingent Grant Register
DeadStock Register
Stationery Register

Register for typewriters, Motdrehicle, Cycle, Wall Clock etc.

Following registers are required to be maintained for convenience of the office
as per Audit Manual and/ or Government Orders issued from time to time:

(i)

(i)
(iii)
(iv)
v)
(Vi)

(vii)
(viii)

(ix)
(x)

Advance Register
Medical RelImbursement Register
Permanent Advance Register
Service Book Register
Roaster Register
Casual Leave Register
Trunk Call/ Phonogram, etc Register
Reconciliation Register
Deposit Register
Journal Register etc.
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2.1.64 AUDIT: POINTS TO BE SEEN DURING LOCAL AUDIT

Regular Audit of thevorking of thefundsand audit of Accounts is carried on
annually bythewing to certify the Revenue Accounts and Balance Sheets.

During audit, it must be particularly seen that:

0] Premium undewritten during the month is totalled by each underwriting
section and rechecked by the Accounts Section.

(i) The monthly premium accrued during month is also noted in premia
subsidiary Register or insurance ledger (as decided from time to time)
journal/ ledgein respective ledger Accounts.

(i)  The Coinsurance and rasurance premia payable during the month are
to becomputed andlieducted from 100 per cent gross premia to arrive
atthedirect Gross Premia

(iv)  When the premium is received, it should be entered RrEmium
Register, and ensured that the premium amount is properly entered into
accounts of the subscriber. Payment made into the treasury should also
be reconciled.

(v) It should also be seen that Premium Register is closed annually and all
outstanding entes in respect of outstanding premia at the end of the
year are to be carried forward to the Premium Register of the next year.

(a) Underwriting Section

The underwriting Section would bifurcate all the details of premium register
insured party wise/ class wisThe total premia (100 per cent) ofiosurance
share of GIF, facultative and treaty -Rsurance net share of GIF. After
effective endorsements are shown every month insuieel and total of these
accounts are tallied with premia register every mant then transfer for
posting in monthly reports. All the totals of each underwriting Section should
tally with premia subsidiary registers of Account Section, or Inswisd
ledger maintained by the underwriting Section. It should be seen whether proper
bifurcation of premium is done.

As per Para 19.8 (Chapter VIII) of the Insurance Manual, all debits and credits
to the Fund are communicated to GIF on monthly basis by the Accountant
General after closure of accounts. The abstract of monthly transastionise
prepared by the fund at the end of calendar year and the same is to be reconciled
with the records maintained by the Accountant General. It should be examining
whether reconciliation of debits and credits balance have been done with records
of the Accountant General and whether necessary actions have been taken to
clear difference in fund balance.

(b) Payment of Relnsurance/Ccoinsurance Premia.

Underwriting of the risk has been entrusted to the subsidiary companies of
General Insurance Corporatiohladia and such companies on acceptance of
risk will issue cover note and/ or policy showing the G.I.F share. It should be
checked with reference to directive, if decided earlier and also with reference to
the tariff and other rules and regulations; wheettating is properly done and
proper warranties/conditions have been applied. If it is a time policy, it should
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be seen that whether they are entered into Time policy register, Risk Register
and Premia Register etc.

(c) Claims

This section covers the setthent of claim and deals with processing of the
claims. It should be seen during the local audit:

(1) Whether all required particular are received i.e. original policy survey or
inspection report, claim bill etc.

(i) Whether there are liabilities under the policyespect of claims.
(i)  Whether the issue is proximately caused by a peril insured against and
(iv)  Whether insurer is liable or not etc.

(v) Proportionate recovery should also be made from thestgers/ ce
insurers, if any. It should be seen whether proportesiare and claim
and survey fee have been recovered or not.

(d) Surplus Balance of GIF

After providing for statutory requirement, if any, surplus balance of GIF should
be transferred to consolidated fund of the state every year. It should be seen
whether stplus balance of GIF has been transferred to the consolidated fund of
State or not.
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Chapter II (Part -B)

Chief Commissioner of State Tax

INTRODUCTION
2.2.1Organisational Setup

The Chief Commissioner of State Tais responsible for the assessment and
collection of Goods and Service Tax and, the Valdeed Tax. Hes assisted

by a Special Commissioner and four Additional Commissioners. The
Department has 11 Divisions, 23 Range offices and 103 Unit offices headed by
Joint Commissioners (JCST), Deputy Commissioners (DCST) and Assistant
Commissioners (ACSJT respectively. The following organizational chart
explains the set up of the Department.

{ Present Office Structure of the State Tax Department (Gujarat) ]
{ Chief Commissioner of State Tax (IAS) }
[ Special Commissioner of State Tax ( IAS) J [ Special Commissioner Of State Tax ( Establishment ) (IRS) J

! ! |

l Add. Comm. (GAS) = —
. ( Administration | Deputy Comm. Joint Commissioner Add. Comm. Of State Tax
Joint Comm. Vigilance ) ( Establishment)
(Legal)
[}

(Appeal ) H.Q
Deputy Comm.

( Administration ) A?SAL C::llr)n.
Deputy Comm. ppe
(Legal)
~ i Comm.

— (Vigilence )

Add. Comm.
(GAS) (Enf.) _

Deputy Comm,
(Enf. & Co-
ordination

Deputy Comm.
(Enf. Research)
Flying Squad Deputy Director
(H.Q.) Ass. Comm. (Research)
Unit 1to 8and

State Tax Off. Unit Deputy Comm.

Deputy Comm.
Joint Comm. (EDP ) 9t 15 (Range 1t023) — ( Inspection )
Joint Comm.
(Enf.)

L All Unit Offices PRO/

L (T LERAS Estate Officer
(eoP) Deputy Comm. and STO
(Mobile Squad)

2.22 Authority o f CAG To Conduct Audit Of Tax Receipts

As per Section 16 of the Comptroller and Audi
and Conditions of Service) AcBT1, the Comptroller and Auditor General of

India has been entrusted with the audit of all receipts which are payable into the

Consolidated Fund of India and of each State and of each Union Territory

having a Legislative Assembly and to make for this psepsuch examination

of the accounts as he thinks fit and report thereon.

2.23 Scopeand Extent Of Audit

() Audit of receipts and refunds) is regulated by the general principles
governing the audit of receipts as laid down in chapter 4 of Selttadrthe
C. A.G.d6s Manual of Standing Orders (Audit) ano

(i) The most important function of audit is to see that adequate regulations and
procedures have been framed by the Commercial Tax Department (the
Department) to secure an effectigbeck on the assessment, collection and
proper allocation ofreceiptsand to satisfy itself that such regulations and
procedure are in accordance with law and that they are actually being duly

Joint Comm.
(Corporate )

(Departmental)
(Audit | Co-ordination.)

Joint Comm.
(Appeal ) (GST)

Deputy Comm.
(Corpo & Petro.)

Joint Comm.
( Audit)

1) JC App. Ahmedabad

Deputy Director
— (Accounts )

Joint Comm.

(court) (2)JC App. Vadodara

(3)JC App. Surat

Joint b
\-*" ( ;;:-1[:&";’:‘) Deputy Comm. Deputy Comm.
(Appeal) — (Training )

(Div.1t011)

Deputy Comm.
(Gov.Agents)
1to6

Il

(4)JC App. Rajkot

86



carried out. Audit should also make such examination as ksfitrwith respect
to the correctness of sums brought to account in respdw oéceipts.

(iii) 1t is primarily the responsibility of the departmental authorities to see that
all revenue or other debts due to Government which have to be brought to
accaint are correctly and promptly assessed, realised and credited to
Government account. During the audit, it should, however, be seen that all
receipts due to Government are actually received and brought to account and
that receipts, which have entered ie thooks of the Department, are correctly
calculated and are, in fact, credited to Government account in time. It should
also be checked that the executives have not granted unjustified or unauthorised
remissions to tax payers.

(iv) Audit of revenues differs firm audit of expenditure in that, in the former,
attention must be given not only to examine the records of amounts actually
received but also to ascertaining that adequate precautions are taken to ensure
that all amounts received or due to be received enpgriod of account are
properly and promptly brought to account. Since the laws under which the
revenue is collected provide for judicial remedy or judicial interpretation, the
scrutiny by audit should be generally limited to those matters which are not
subject to judicial processes.

(v) The Audit should not in any way substitute itself for the revenue authorities

in the performance of their statutory duties. But Audit should satisfy itself in
general that the departmental machinery is sufficiently-gafeded against

errors and fraud, and so far as can be judged, the procedure is calculated, to give
effect to the requirements of the law.

(vi) Audit does not consider it the main part of its duties to review the judgement
exercised or the decision taken in indivatleases by officers entrusted with
those duties but it must be recognised that an examination of such cases may be
an important factor in judging the effectiveness of assessment procedure.
Where, for example, the information received on any individuak das
insufficient to enable Audit to see how the requirement of the law have been
complied with, Audit may consider it its duty to ask for further information to
enable it to form the judgement required of it as to the effectiveness of the
system. It is, bwever, towards forming a general judgement rather than to the
detection of individual errors of assessment etc. that the audit enquiries should
be directed. The detection of individual errors is an incident rather than the
object of audit.

(vii) Members of theaudit department will have access to relevant papers and
records of the Department, but they should observe secrecy in the same way as
officers of the Department.

(viii)  The most important function of Audit in relation to assessments and
refundsof receiptis to satisfy itself by such test checks as it may consider
necessary, that the internal procedure adequately provides for and actually
secures:

(a) the collection and utilisation of data necessary for the computation of
demand or refund under the law,

(b) the promptaising of demands on tax payers in the manner provided by the
law,

87



(c) the regular accounting of demands, collections and refunds,

(d) the correct accounting and allocations of collections and their credit to the
Consolidated Fund,

(e) that proper safeguards existdasure that there is no wilful omission or
negligence to levy or collect taxes or to issue refunds,

() that claims on tapayers are pursued with due diligence and are not
abandoned or reduced except with adequate justification and proper
authority,

(g) that doule refunds, fraudulent or forged refund orders, or other losses of
revenue through fraud, default to mistake are promptly brought to light and
investigated, and

(h) that interest recoverable from the assesses for belated payment of tax is
properly calculatechiaccordance with law and there is no omission to levy
or collect the interest, and in cases where levy of penalty is discretionary
whether such levy was at all considered by the assessing authority and a
note has been kept to this effect. Where the lefrypenalty is not
mandatory, the quantum of penalty imposed would be outside the purview
of audit.

(ix) To discharge these functions effectivelye auditor must be thoroughly
conversant with the processes and procedure relating to the levy and collection
of taxes and the laws and the rules governing such processes and procedure.

(x) The basic provisions of the law and theesujoverning the assessment and
collection ofthe Goods and Service Tax and Value Addedaraxset ouin the
following paragraphs

Being only a summary, this manual can in no sense, be regarded as a substitute
for the Acts themselves and, therefore, it should be treated merely as a
preliminary step to enable the auditor to grasp the essential of the administration
of theGST andVAT Laws. For a fuller and comprehensive stuthg, auditor

should refer to the provisions of the Acts and the Rules made there under and
also to the case laws on the subject as summarised in the leading commentaries.

LEGISLATIVE BACKGROUND
Constitutional Provisions

Seventh Schedule to the Constitution of India has three lists namely Union List
(List 1), State List (List 1) and Concurrent List (List Ill). These lists contain
subject matters on which Parliament and State Legislatures have powers to
makelaws. On matters enumerated in List | Parliament has powers (Article
246(1) of the C.0O.1) and on matters appearing in List ll, States Legislatures have
powers (Article 246(3) of C.O.l.). Both the Parliament and State Legislatures
have jurisdiction to makéaws on matters listed out in List Il subject to
conditions laid down in Article 246(2) of the Constitution of India.

Entry 54 of List 1 reads as fATaxes on the sa
news paperso was | ater @rAmendnent) Attty t he Constit
1956. The amended entry 54 of List |II reads a

of goods other than news papers subject to the provisions of entry 92.A of the
List 10.
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By virtue of Article 246(2) of the Constitution of India, States hasguaed
powers to levy tax on the subject matters enumerated in Entry 54.

By virtue of entry 92.A in List | wh
of goods other than news papers where such sale or purchase takes place in the
course of inteiState t ade or commerceo read wit
Constitution of India, Union has acquired powers to levy tax on the above
subject matter and accordingly Central Sales Tax Act, 1956 was enacted to
fulfill the objective (Entry 92.A of List I). Levy of tawn sale or purchase of
goods in the course of int&tate trade or commerce is out of the purview of the
State Legislatures, however Article 269 of the Constitution of India provides
that taxes on inteBtate sales shall be levied and collected by ther@ent
Government but shall be assigned to the State. A provision is made in the
Central Sales Tax Act, 1956 (Section 9) which empowers the State
Governments to collect tax and retain the proceeds provided that such sale takes
place within the territory of #n State.

Article 286 of the Constitution of India, excludes from the purview of the State
Legislation levy and imposition of tax on sales or purchase of goods (l) in the
inter-State trade or commerce, (Il) in the course of import into or export out of
theterritory of India and (lll) that takes place outside the State and restricts the
power of States in so far as it imposes or authorises the imposition of tax on the
sales or purchase of goods declared by the Parliament by law to be of special
importance irthe interstate trade or commerce. The principles governing these
restrictions are formulated by the Parliament in the Central Sales Tax Act, 1956.

On 3YFebruary, 1983, 46amendment to the Constitution was made enlarging
the definition of tax on theases or purchase of goods (clause 29.A of Article
366 of Constitution of India) and also a new levy on consignment of goods
where such consignment take place in the course of-stagr trade or
commerce. Gujarat State has adopted this enlarged definftitre sale from

5" August, 1985. In Central Sales Tax Act, 1956 the provisions of new levy on
consignments has not been incorporated so far.

Section |
GOODS AND SERVICE TAX

Purpose:

The manual outlines the principles and policies of audits conduntiel the
GGST Act, 2017 and the Rules made there under. The guidelines provided
herein are intended to ensure that the audit of taxpayers is carried out in a
uniform, efficient and comprehensive manner, adhering to the stipulated
principles and policies @nas per best international practices.

INTRODUCTION
Legislative Background and Constitutional Provisions

Before implementation of GST, Indian taxation system was a mixture of central,
state and local area levies. GST is a destination based consumptiondax
destination based taxation, tax accrues to the destination place where
consumption of the goods or services takes place. The existing VAT regime was
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based on origin principle where Central Sales Tax was assigned to the State of
origin of productioror sale and not to the State where consumption happened.

Before advent of GST, the most important sources of indirect tax revenue for
the Union were customs duty (entry 83 of Union List), central excise duty (entry
84 of Union List), and service tax (ey©7 of Union List). Although entry 92C
was inserted in the Union List of the Seventh Schedule of the Constitution by
the Constitution (Eighteighth Amendment) Act, 2003 for levy of taxes on
services, it was not notified. So tax on services continubd tevied under the
residual entry, i.e. entry 97, of the Union List till GST came into force. The
Union also levied tax called Central Sales Tax (CST) on-Btate sale and
purchase of goods and on inttate consignments of goods by virtue of entry
92A and 92B respectively. CST however is assigned to the State of origin, as
per Central Sales Tax Act, 1956 made under Article 269 of the Constitution.

On the State side, the most important sources of tax revenue were tax on sale
and purchase (entry 54 ¢ig State List), excise duty on alcoholic liquors, opium
and narcotics (entry 51 of the State List), Taxes on luxuries, entertainments,
amusements, betting and gambling (entry 62 of the State List), octroi or entry
tax (entry 52 of the State List) and el&ity tax ((entry 53 of the State List).

CST was also an important source of revenue though the same was levied by
the Union.

The Constitution (122nd Amendment) Bill, 2014 was introduced in the 16th
Lok Sabha on 19.12.2014. The Constitution AmendmentBidl passed by the

Lok Sabha in May, 2015. The Bill was referred to the Select Committee of Rajya
Sabha on 12.05.2015. The Select Committee submitted its Report on the Bill on
22.07.2015. The Bill with certain amendments was finally passed in the Rajya
Salha and thereafter by Lok Sabha in August, 2016. Further the bill was ratified
by required number of States and received assent of the President Brothe 8
September, 2016 and has since been enacted as Constitution (101st
Amendment) Act, 2016 w.e.f. 1@(2016.

1. GOODS AND SERVICE TAX (GST):

Goods and Services Tax is a very significant step in the field of indirect tax
reforms in India. GST subsumed various Central and State taxes with a goal to
mitigate the cascading or double taxation effects and ptwedvay for a
common national market. GST reduces the overall tax burden on goods or
services. GST is imposed at every stage of supply chain i.e. from manufacturing
to the end sale to the consumer and; input tax credit is available across the
supply chainThis lowers the price to be paid by the end consumer of the goods
and services. GST would be easier to administer because of its transparent and
self-policing character.

Following taxes and duties levied and collected by the Union were subsumed:

a. CentralExcise Duty

b. Duties of Excise (Medicinal and Toilet Preparations)

c. Additional Duties of Excise (Goods of Special Importance)
d. Additional Duties of Excise (Textiles and Textile Products)
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e. Additional Duties of Customs (commonly known as CVD)

f. Special Additional Dty of Customs (SAD)

g. Service Tax

h. Cesses and surcharges insofar as they related to supply of goods or services.
Following taxes and duties levied and collected by States were subsumed:

a. State VAT

b. Central Sales Tax

c. Purchase Tax

d. Luxury Tax

e. Entry Tax

f. Entertainnent Tax (except those levied by the local bodies)

g. Taxes on advertisements

h. Taxes on lotteries, betting and gambling

Cesses and surcharges insofar as they related to supply of goods or services.
2. GST ACT AND RULES

Four Laws namely CGST Act, UTGST Act, IGSTtAand GST (Compensation

to States) Act were passed by the Parliament and since been notified on
12.04.2017. All the other States (except J&K) and Union territories with
legislature passed their respective State GST Acts (SGST). The economic
integration ofindia was completed on 08.07.2017 when the State of J&K also
passed the SGST Act and the Central Government also subsequently extended
the CGST Act to J&K.

3. SALIENT FEATURES OF GST :

1. The Goods and Services Tax effective frotndlily 2017 is appliable on
Asupplyo of goods or services, as a
of goods or on sale of goods or on provision of services.

2. GST is a destinatichased consumption Taxation as opposed to the origin

based VAT system prior to the introdustiof GST.

3. ltis a dual GST with the Centre and the States simultaneously levying it on
acommon base. The GST levied by the Centre is called Central GST (central
tax- CGST) and that levied by the States [including Union territories with
legislature] is alled State GST (state taGST). Union territories without
legislature levy Union territory GST (union territory taXTGST).

4. An Integrated GST (integrated tabGST) is levied on inteGtate supply
(including stock transfers) of goods or services. Thi® be collected by
the Centre so that the credit chain is not disrupted.

5. Import of goods is treated as in8tate supplies and is subject to IGST in
addition to the applicable customs duties.
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6. Import of services is treated as intetate supplies and subject to IGST.
CGST, SGST /UTGST & IGST is levied at rates which are mutually agreed
upon by the Centre and the States under the aegis of the GSTC.

7. GST applies to all goods and services except Alcohol for human
consumption. Taxpayers with an anntwaethover of 20 lakh ( 10 lakh for
special category States (except J&K) as specified in article 279A of the
Constitution) would be exempt from GST.

8. A composition scheme (i.e. to pay tax at a flat rate without credits) is
available to small taxpayers @ding to manufacturers other than specified
category of manufacturers and service providers) having an annual turnover
of up to 1 crore (75 lakh for special category States (except J&K and
Uttarakhand) enumerated in article 279A of the Constitutiohj)s Timit
shall be raised to1.5 crore after necessary amendments in the Act. The
threshold exemption and compounding scheme would be optional.

9. All Exports and supplies to SEZs and SEZ units would be zdeal.

10. Credit of CGST paid on inputs shall be dsmly for paying CGST on the
output and the credit of SGST/UTGST paid on inputs shall be used only for
paying SGST/UTGST. In other words, the two streams of input tax credit
(ITC) cannot be cross utilized, except in specified circumstances of inter
Statesupplies for payment of IGST. The credit is permitted to be utilized in
the following manner:

1 ITC of CGST allowed for payment of CGST & IGST in that order;

1 ITC of SGST allowed for payment of SGST & IGST in that order;

1 ITC of UTGST allowed for payment & TGST & IGST in that order;

1 ITC of IGST allowed for payment of IGST, CGST &SGST/UTGST in
that order.

11.1TC of CGST cannot be used for payment of SGST/UTGST anéveicsa.

12.Input Tax Credit (ITC) to be broad based by making it available in respect
of taxespaid on any supply of goods or services or both used or intended to
be used in the course or furtherance of business.

13. Audit of registered persons to be conducted in order to verify compliance
with the provisions of Act.

4. GOODS AND SERVICE TAX COUNCIL (GSTC)

A Goods and Services Tax Council was established under article 279A of the Constitution. The
GSTC constituted (September 2016) comprise of the Union Finance Minister,
the Minister of State (Revenue) and the State Finance Ministers to recommend
on the GST rate, exemption and thresholds, taxes to be subsumed and other
features briefly shown as under:

1. The GSTC shall make recommendations to the Union and the States on

a. the taxes, cesses and surcharges levied by the Union, the States and the
local bodes which may be subsumed in the goods and services tax;

b. the goods and services that may be subjected to, or exempted from the
goods and services tax;
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model Goods and Services Tax Laws, principles of levy, apportionment
of Goods and Services Tax levied aipplies in the course of intState

trade or commerce under article 269A and the principles that govern the
place of supply;

the threshold limit of turnover below which goods and services may be
exempted from goods and services tax;

the rates including dlor rates with bands of goods and services tax;

any special rate or rates for a specified period, to raise additional resources
during any natural calamity or disaster;

special provision with respect to the States of Arunachal Pradesh, Assam,
Jammu and Kdsnir, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim,
Tripura, Himachal Pradesh and Uttarakhand; and

any other matter relating to the goods and services tax, as the Council may
decide.

. The GSTC shall recommend the date on which the goods and services tax
be levied on petroleum crude, high speed diesel, motor spirit (commonly
known as petrol), natural gas and aviation turbine fuel.

. While discharging the functions conferred by this article, the GSTC shall be
guided by the need for a harmonized structure oflg@md services tax and
for the development of a harmonized national market for goods and services.

. Onehalf of the total number of Members of the GSTC shall constitute the

guorum at its meetings.

5. The GSTC shall determine the procedure in the performdrsganctions.

6. Every decision of the GSTC shall be taken at a meeting, by a majority of not

less than threéourths of the weighted votes of the members present and
voting.

. The GSTC shall establish a mechanism to adjudicate any dispute

a. between the Govement of India and one or more States; or
b. between the Government of India and any State or States on one
side and one or more other States on the other side; or

C. between two or more States, arising out of the recommendations
of the Councilor implementatia thereof

5. CENTRAL BOARD OF INDIRECT TAXES AND CUSTOMS

Central Board of Indirect Taxes and Customs (erstwhile Central Board of Excise
& Customs) is a part of the Department of Revenue under the Ministry of
Finance, Government of India. It deals with tasks of formulation of policy
concerning levy and collection of Customs, Central Excise duties, Central
Goods & Services Tax and IGST, prevention of smuggling and administration
of matters relating to Customs, Central Excise, Central Goods & Services Tax,
IGST and Narcotics to the extent under CBIC's purview. The Board is the
administrative authority for its subordinate organizations, including Custom
Houses, Central Excise and Central GST Commissionerates and the Central
Revenues Control Laboratory.
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On 2206.2017, the first notification was issued for GST and notified certain
sections under CGST. Since then, 186 notifications under CGST Act have been
Issued notifying sections, notifying rules, amendment to rules and for waiver of
penalty, etc. 19, 34 andridtifications have also been issued under IGST Act,
UTGST Act and GST (Compensation to States) Act respectively. Further, 88,
92, 88 and 10 rate related notifications each have been issued under the CGST
Act, IGST Act, UTGST Act and GST (Compensation toat&s) Act
respectively. Similar notifications have been issued by all the States under the
respective SGST Act. Apart from the notifications, 111 circulars, 18 orders and
14 Removal of Difficulty Orders have also been issued by CBIC on various
subjects ke proper officers, ease of exports, and extension of last dates for
filling up various forms, etc.

6. GOODS AND SERVICE TAX NETWORK

The Goods and Services Tax Netwe&pecial Purpose Vehicle (GST3PV)

was created as a private limited, #fiat-profit company under Section 25 of the
Companies Act, 1956 (Section 8 of the Companies Act, 2013) by Govt. of India
on 28th March, 2013 with an objective to provide shared IT infrastructure and
services to Centre and States Governments, tax payers and other stakeholde
for implementation of Goods and Services Tax (GST) in the country.

GSTN would provide three front end services to the taxpayers namely
registration, payment and return. Besides providing these services to the
taxpayers, GSTN would be developing bacridIT modules for 27 States who
have opted for the same. GSTN has selected 34 IT, ITeS and financial
technology companies, to be called GST Suvidha Providers (GSPs). GSPs
would develop applications to be used by taxpayers for interacting with the
GSTN.

Presatly, the Central Government and State Government are holding 24.5%

equity shares respectively and the remaining 51% are held by non

Governmental institutions and through various mechanisms, GSTN is under

strategic control of government. Majority of the TG@rocesses including

registration, filing of returns, payment of taxes, processing of refunds is IT

driven and GSTN is handling largeale invoice level data of lakhs of business

entities including data relating to exports and imports. Considering theena

of O0stated function performed by GSTN, Counci
into be a fully owned government Company.

The Government on September 26, 2018 cleared a proposal to convert GSTN
into a governmenrbwned company. The new modification in thenership
orientation of GSTN aims to permit the Centre to own a 50% stake in the GST
Network and the remainder will be held by the states on-agbadbasis in the

new entity.

7. GSTIMPLEMENTATION BY STATE OF GUJARAT

The Gujarat Goods and Services Tax Af17 (GGST) was enacted by the
Legislature on 9 May 2017. The erstwhile Commissioner of Commercial Tax
(CCT) of the VAT regime is responsible to administer the GGST in the State of
Gujarat through the State Tax Department (the Department). The Department
functions under the control and supervision of the Additional Chief Secretary,
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Finance Department, Government of Gujarat. The Department is headed by
Chief Commissioner of State Tax (CST).

8. TAX ADMINSTRATION :

In order to ensure single interface, all awistrative control of over 90% of
taxpayers having turnover belowl.5 crore vest with State tax administration
and over 10% with the Central tax administration. Further all administrative
control over taxpayers having turnover above.5 crore shall belivided
equally in the ratio of 50% each for the Central and State tax administration.

Powers under the IGST Act shall also be crasgpowered on the same basis as
under CGST and SGST Acts with few exceptions.

Power to collect GST in territorial wateshall be delegated by Central
Government to the States.

Power to take enforcement action over entiepayes dase would be with
both Central as well as State tax administration.

9. IMPROTANT PROVISIONS OF SGST
9.1 REGISTRATION :

Section 22 of the S&T Act provides that every supplier (other than of specified
category) of the goods or services or both needs to register, if his tdrnover
exceeds 20 lakhs. Further, irrespective of threshold turnbvegrtain
categories of persons as specified in ®acf24 shall be required t@gister
under this Act.

Section 139 of the GGST Act read with Rule 24 of the GGST Rules stipulates
registration of every person registered under the GVAT Act and having a
Permanent Account Number (PABhall enroll under GGST £t by validating

his email address and mobile number. Upon enrolment, a provisional certificate
of registration (PCR) is required to be issued to such persons. The persons so
enrolled are required to apply for final registration certificate (RC) by fungsh
required information within three months from the date of implementation of
GST.

(Government from time to time issues notification/circular regarding exemption
of registration under GST is appended in taBlseparately)

a. PROCEDURE FOR REGISTRATION :

As per Section 25 and 26 of GGST Act, 2017 read with Rule 8 to 11 of SGST
Rules, 2017 every person seeking registration shall declare PANile
address, State or Union territory in Part A of FORM REGon the common
portal, either directly or through aaéilitation Centre (FC) notified by the
Commissioner. Upon validation, a temporary reference number shall be
generated and communicated to the applicant. Using the reference number

Saggregae value of all taxable supplies, exempt supplies, Exports, andStats supplies but
excludes taxes.

 Threshold limits of aggregate turnover for exemption from registration and payment of GST
for the suppliers of goods would be 40 lakhs and 20 lakhs (in case of States of Arunachal
Pradesh, Manipur, Meghalaya, Mizoram, Nagaland, Puducherry, Sikkim, Telangana, Tripura
and Uttarakhand) with effect from 01.04.2019.
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generated the applicant shall electronically submit an application dalgosay

verified through electronic verification code, along with the documents

specified in the said Form. Following is the timeframe laid down for granting
registration upon application accompanied by information and required
document required:

i.  Proper Officer examines the application within a period of three
working days from the date of submission of the application

ii.  For deficiencies ininformation or any document or for clarification
issues notice electronically within a period of three working days
from the date of submission of the application

lii.  Applicant shall furnish such clarification, information or documents
electronically, within a period afeven working daysrom the date of
receipt of such notice.

iv.  Proper Office on satisfaction with the clarificat, information or
documents; approve the grant of registration to the applicant within
periodseven working days.

v. Proper Office when not satisfied with the response to notice shall in
writing reject the application and shall inform the applicant of rea$o
rejection.

vi.  If Proper Officer fails to take any action within three days of application
or within seven days of receipt of clarification, the applicant shall be
deemed to have been registered.

vii.  Physical verification: Rule 25 of GGST Rules, 2017 providdsat
proper officer on satisfaction that the physical verification of the place
of business of a registered person is required after the grant of
registration, may get such verification done. The verification report
along with the other documents, inclngi photographs, shall be
uploaded inFORM GST REG-30 on the common portal within a

period of fifteen working days following the date of such verification.

b. CASUAL/ NON-RESIDENT TAXABLE PERSON: (Section 27 of
GGST Act, 2017)

Registration is granted to casuakable person who occasionally undertakes
transactions involving supply of goods or services or both in the course or
furtherance of business, whether as principal, agent or in any other capacity, in
state or union territory where he has no fixed plddausiness.

Similarly, registration is granted tdlon-Resident taxable personwho
occasionally undertakes transactions involving supply of goods or services or
both, whether as a principal or agent or in any other capacity, but who has no
fixed place obusiness or residence in India.

The certificate issued to casual or fresident taxable person shall be valid for
the period specified in the application for registration or 90 days from effective
date of registration, whichever is earlier.

A person appling for registration agasual taxable personshall be given
temporary reference number for making advance deposit of tax and the
acknowledgement shall be issued electronically after the said deposit.
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The procedure for application and issue of the registr certificate is same as
in Section 25 and 26 ibid.

c. AMENDMENT TO REGISTRATION : (Section 28 of GGST Act, 2017)

The registration certificate can be amended by registered person and a person to
whom a Unique Identity Number (UIN) has been assigmedhforming the

proper officer of any changes in the information furnished at the time of
registration or subsequent thereto. The proper officer may approve or reject
amendments in the registration.

Any rejection/ approval of amendments under the CGSTsAall be deemed

as rejection /approval of amendments under the GGST Act. Any changes in
Name of Business, Principal Place of Business and details of proprietor/
partners/ karta/ MD require approval from Tax Authorities

d. CANCELLATION OF REGISTRATION : (Section 29 of GGST Act,
2017)

Registration issued may be surrendered (by registrant/ legal heirs) or cancelled
(by tax authorities) in the following circumstances:
U The business has been discontinued, transferred fully for any reason

including death of theproprietor, amalgamated with other legal entity,
demerged or otherwise disposed of;

U There is any change in constitution of the business;

0 The taxable person is no longer liable to be registered under the provisions
of the GGST Act

Cancellation of Registrain Certificate may be with retrospective effect. Such
cancellation shall not affect the liability of the taxable person to pay tax and
other dues for any period prior to the date of cancellation whether or not such
tax and other due are determined befarafter the date of cancellation.

Cancellation of Registration Certificate under one Act shall be deemed to be a
cancellation of registration under both the Central and State Act. However, the
proper officer shall not cancel the registration without gjvihe person an
opportunity of being heard.

9.2 COMPOSITION SCHEME :

A Composition Scheme has been formulated for small businessmen being
supplier of goods and supplier of restaurant services. Under the scheme, person
with turnover up to 1.5 crore ( 75 lakhs in States of Arunachal Pradesh,
Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, Tripura and Uttarakhand)
needs to pay tax at the following rates on his turnover and shall file returns
annually, with quarterly payment of taxes from E§19-20.

Type of Business Rate of Tax (CGST + SGST)
Manufacturer and Traders (Goods) 1% (0.5% + 0.5%)
Composite supplier of food or drink fq 5% (2.5% + 2.5%)
human use
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Composition scheme has also been formulated for suppliernofe® Under

the scheme, any person with turnover up &0 lakhs shall pay tax @ 6% on
his turnover and file returns annually, with quarterly payment of tax from FY
201920.

Conditions for opting the scheme:
0 Cannot collect tax from recipient

U Not entitled to ITC
0 Not applicable for supply of
1 Services othethan composite supply of food/drink
1 Exempt goods
1 Inter-State outward supplies
1 Goods through E2ommerce Operator who is required to collect TCS
u/s 52

1 Notified goods

TAX RATES: Four rates namely 5%, 12%, 18% and 28% have been adopted

under GST. Besidesome goods and services are exempt also. Rate for precious

metals and affordable housing are an exceptiorfdor-tax slabr ul e 6 and t he
same have been fixed at 3% and 1% respectively. In addition, raw djdsyon

precious stones, etc. attracts a rate of 0.25%. A cess over the peak rate of 28%

on certain specified luxury and demerit goods, like tobacco and tbacc

products, pan masala, aerated water, motor vehicles is imposed to compensate

States for any revenue loss on account of implementation of GST. The list of

goods and services in case of which reverse charge would be applicable has also

been notified.

9.3 TAXABLE EVENT IN GST:

OTaxable eventdé is the happening of which, t
which on its occurrence creates or attracts the liability of tax. Such liability does

not accrue at any earlier or later point of time. Tax becomesabf@yvhen

liability to pay tax arises and liability to pay tax arises by the happening of the

taxable event.

a. SUPPLY UNDER GST (Section-7):

Section 7(1)(a) Il forms of supply of goods or services or both as
transfer, barter, exchange, license, rgnkaase of
disposal made or agreed to be made for a considet
by person in the course or furtherance of business

Section 7(1)(b) Import of services for a consideration whether or
in the course or furtherance of business

Section 7(1)(c) The actvities specified in Schedule |, made or agr
to be made without a consideration

Section 7(1)(d) The activities to be treated as supply of goods
supply of services as referred to in Schedule II.
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Scheduld Activities to be Treated as Supply Even Nade
Without Consideration

Scheduldl Activities to be Treated as Supply of Goods or Suy
of Services
Schedul€ll Activities or Transactions Which Shall be Trea

Neither as A Supply of Goods Nor a Supply of Servi

b. Time of Supply, Place of Suply, Classification and Valuation of
Supplies:

Goods & Service Tax is leviable on supply of goods and services. Time of
supply attains a great importance to decide rate of tax, value and due dates for
payment of tax. This aspect attains more significanawhere is a change in
the rate of tax. In terms of Section
means the point in time when goods/ services are deemed to be supplied for
determining liability of GST on them.

Section 12| Time of | Time of Supply for Normal Registere
Supply of| Taxpayers (Except Composite Dealer)
Goods

> |ssue of invoice OR

> The last date by which invoice has to
issued OR

> The date on which supplier receives |
payment with respect to the supply

So, itis clear the GST is nequired to be paic
at the time of receipt of advance in relation
supply of goods.

Entire GST shall be payable only when 1
invoice is issued for such supply of goods.

Section 13| Time of | Time of supply will be the earliest of tf
Supply of| following in case of Invoice issued within :
Services days/ 45 days

>|ssue of Invoice Or
>Receipt of Payment

Time of supply will be the earliest of tf
following in case of Invoice not issued with
time-

>Provision of Service Or
>Receipt of Payment

Time of supply will be in case of Invoice n(
issued Dat e of receipt
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Change in Rate of Tax in respect of supply of goods or services Section 14:

Where there is a change in rate of tax of supply of goods or services, time of
supply has to bdetermined in the following manner:

Invoice issued| Payment Time of supply | Applicable rate
before date of| received before of tax

change in tax| date of change

rate in tax rate

Supply is completed before the change in rate of tax

No No Earliest of the New rate of Tax
dae of Invoice or
payment

Yes No Date of issue o] Old tax rate
invoice

No Yes Date of receipt o] Old tax rate
payment

Supply is completed after the change in rate of tax

Yes Yes Earliest of the Old rate of Tax
date of Invoice o
payment

Yes No Date of receipt o] New rate of Tax
payment

No Yes Date of issue o] New rate of Tax
invoice

However, the special procedure for payment of tax by suppliers of goods (other
than composition dealers) notified by Government vide notification no.
66/2017-Central Tax dated 15.11.2017 under section 148 of the GST Act, 2017,
will continue to govern even in the above situationa nutshell, suppliers of
goods other than composition dealers will have to pay tax at the time of issue of
invoice only

DATE OF RECEIPT OF PAYMENT IN CASE OF CHANGE IN RATE OF TAX

Normally the date of receipt of payment is the date of credit in the bank account
of the recipient of payment or the date on which the payment is entered into his
books of account, whichever is earli€urther, the date of credit in the bank
account is relevant if such credit is after four working days from the date of
change in rate of tax.

The way of calculation of time of supply is adequately covered by the provisions
of Sections 12, 13 and 14. ®eeprovisions have to be considered to determine
the time of supply which is the pivot to determine when the liability to discharge
tax will arise.
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C. PLACE OF SUPPLY (IGST)

Places of supply provisions have been framed for goods and services, keeping
in mind the destination/ consumption principla other words, the place of
supply is based on the place of consumption of goods or se&geods are
tangible, the determination of their place of supply, based on the consumption
principle, is not difficul. Generally, the place of delivery of goods becomes the
place of supply. However, the services being intangible in nature, it is not easy
to determine the exact place where services are acquired, enjoyed and
consumed. In respect of certain categorieseovises, the place of supply is
determined with reference to a proxy. Separate provisions for the supply of
goods and services have been made for the determination of their place of
supply. Separate provisions for the determination of the place of supply i
respect of domestic supplies and cross border supplies have also been framed.

Section 10 Place of supply of goods (other than supply of goods imported
into, or exported from India)

Nature of supply Place of supply
Supply involving movement of Location of goods at time of
Goods termination of movement for

delivery to recipient

Supply of Goods on Direction of | Principal Place of Business of third
third person person

Supply not involving movement of | Location of goods at the time of
goods delivery to tle Recipient

Supply by assembly / installation a] Place of Installation / assembly
site

Supply on board a conveyance Location where goods are taken or]
(vessel, aircratft, train etc.) board

Section 11 Place of supply of goods imported into, or exportedrdm
India

Nature of supply Place of supply
Goods imported into India Location of Importer
Goods exported from India Location outside India
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Section 12 Place of supply of services where location of supplier and

recipient is in India.

Nature of supgy

Place of supply

Supply to Registered Person

Location of Recipient

Supply to Unregistered
Person(Location of Recipient
available)

Location of Recipient

Supply to Unregistered
Person(Location of Recipient not
available)

Location of Recipient

Servie directly related to immovabl
property

Location of Immovable Property

Service by way of lodging
accommodation by Hotel, Inn, Gue!
House, Home Stay, Club or

Campsite

Location of Immovable Property,
Boat or Vessel

Section 13 Place of supply of servies where location of supplier or location

of recipient is outside India

Nature of supply

Place of supply

Performance Based Services

Location of Performance of Service

Service relating to Immovable
Property

Location of immovable property

Service Relahg to events

Location of Event

Specified ServiceSection 13(8)

Location of Supplier of Services

Online information and database
access or retrieval services

Location of Recipient of Service

9.4 INPUT TAX CREDIT :

Input Tax Credit: As per Sec. 2(63) c6GST Act ,

the credit

Input Tax: A's

means

per Sec.

and included

2017,

of Ainput taxo,;

2(62) of

(a) the integrated goods and services tax charged on import of goods;
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territory tax charged on any sulg of goods or services or both made to him

nput t
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(b) the tax payable under the provisions of-sabtions (3) and (4) of section
9

(c) the tax payable under the provismf subsections (3) and (4) of section 5
of the Integrated Goods and Services Tax Act;

(d) the tax payable under the provisions of-sattions (3) and (4) of section 9
of the respective State Goods and Services Tax Act; or

(e) the tax payable und#re provisions of sulections (3) and (4) of section 7
of the Union Territory Goods and Services Tax Act, but does not include the tax
paid under the composition levy;

Inpu: As per Sec. (59) of GGST Act, 2017
capital goods used or intended to be used by a supplier in the course or
furtherance of business;

Input Service: As per Sec.2 (60) of GGST Act
any service used or intended to be used by a supplier in the course or furtherance
of busines;

Capital Goods:As per Sec. 2(19) of GGST Act
goods, the value of which is capitalized in the books of account of the person
claiming the input tax credit and which are used or intended to be used in the
course or furtherana# business;

WHO CAN AVAIL ITC?

As per Sec. 16(1) of GGST Act, 2017, every registered person, subject to certain
conditions and restrictions, is entitled to take credit of input tax charged on any
supply of goods or services or both to him which are os@ttended to be used

in the course or furtherance of his business and the said amount shall be credited
to the electronic credit ledger of such person.

Following are the conditions and Restrictions prescribed in GGST Act, 2017
and GGST Rules, 2017, indar to take Input Tax Credi{Section 16]

1. Possession of a tax invoice or debit note issued by a supplier registered under
GGST Act, 2017 read with Rule 46 of GGST Rules, 2017.

2. Receipt of the goods or services or both

3. The tax charged in respeaf such supply has been actually paid to the
Government subject to provisions of matching concepts.

4. The relevant information, as contained in the document is furnished in the
Form GSTR2 by Input Tax Credit receiver.

5. The return is furnished undgec. 39 of GGST Act, 2017.

6. In case the goods against an invoice are received in lots or installonedits,
can be taken upon receipt of the last lot or installment

7. Payment is made within 180 days from the date of issue of invoice, except in
cas of tax is payable under Reverse Charge Mechanism (RCM)

8. If payment is not made within 180 days from date of invoice then the amount
of value not paid and proportionate input tax credit availed on such unpaid
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amount of value shall be added to outputliaility with interest at the rate of
18% p.a. as per Sec. 50(1) of GGST Act, 2017.

9. The Interest at the rate of 18% p.a. is payable for the period starting from the
date of availing credit on such supplies till the date when the amount added to
the autput tax liability

10. Input Tax Credit can be-taken on payment to supplier. There is no time
limit to claim for reavailing of any credit.

11. No Input Tax credit on Capital goods if the registered person has claimed
depreciation on the tax undeetprovisions of the Incomax Act, 1961.

12. No Input Tax Credit is available in respect of any tax that has been paid in
pursuance of any order where any demand has been confirmed on account of
any fraud, willful misstatement or suppression of facts.

13. A registered person who has not opted for composition levy scheme under
Section 10 of GGST Act, 2017.

TIME LIMIT FOR AVAILING THE INPUT TAX CREDIT

As per Sec. 16(4) of GGST Act, 2017, a registered person shall not be entitled
to take input tax credihirespect of any invoice or debit note for supply of goods
or services or both after the due date of furnishing of the return under Section
39 for the month of September following the end of financial year to which such
invoice or invoice relating to suattebit note pertains or furnishing of them
relevant annual return, whichever is earlier.

Thus, time limit for availing the ITC is due date of furnishing of the return under
Section 39 for the month of September following the end of Financial Year or
furnishing of the relevant annual Return, whichever is earlier.

BLOCKED ITC

As per definition of input, input services and capital goods read with Sec. 16(1)
of CGST Act, 2017, Input Tax Credit is allowed on goods and services used in
the course or furtherancé lousiness.

However, there are certain goods and services even if used in the course or
furtherance of business, in respect of which input tax credit is not admissible to
registered person.

List of admissible and inadmissible input tax credit briefly show as under:

Admissible Inadmissible
Input: 1 Goods which are capitalize
in the books of accounts

AL Goods used fo

A Any goods ot h¢
used in the course or furtherance

business such as supplies

A raw material, A Goods lost,
written off, gifted, provided free o

A goods used i n|cost,

A mobile phoneA Goods used fam

employees immovable property (land, buildin
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A stat i on esumables
A safety mater.
A goods used

commissioning of plant an

machinery which includes apparatt
equipment, machinery, fixed to eal
by foundation or structural suppg
that used for making outward supg
and includes such foundatioand

or any other civil structure) on ow
account

A food and bever
A Motor Vehicles
A Goods used
consumption

A Goods used for

building or any other civil structure

ructural ¢ i f telecommunicatin tower, pipeline

structura supports. (i MO\ Jaid outside the factory.

capitalized)
A Tax paid afte
department alleging suppressi
facts, fraud, willful misstatement et
A Tax paid on d
goods and conveyance in transit.
A Tax paid on g
confiscated.

A Capital Goods|A Goods which ar

A Goods which a taxable supplies but are n

books of accounts of the pers
claiming the credit and which a
used or intended to be used in 1
course or furtherance of business

A Furniture, Off

A Mot or Vedrimaking
following taxable supplies

A further suppl
conveyances; or

A transportati ol

A imparting tr
flying, navigating such vehicles ¢
conveyances;

A for transpor
Structures, stretural supports

capitalized (Goods taken on hig
purchase, operational or financ
lease.

A Motor Vehicles
A Goods used fo
supplies

A Goods | ost ,

written off, gifted, provided free G
cost,

A Goods wused fo
immovable property (land, buildin
or any other civil structure, telepho
tower, pipeline laid outside th
factory) on his own account

A Goods
consumption

used

A ax paid after demand made
department alleging suppressi
facts, fraud, willful misstatement etg

A Tax paid on d
goods and conveyance in transit.
A Tax paid on g
confiscated.
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Input Services

A Any s eorintended tows
used by a supplier in the course

furtherance of business

A Housekeeping,
A Marketing, sal
A Professional ¢
A Technical Conj
A Banking and Fi
A Transportatio

outward
AcCredit Rating

A Works Contrac
supply of works contract services

A I'n respect of
other conveyance except used
following effecting taxable supplies

A further suppl
conveyances; or

A

A imparting tr;
flying, navigating such vehicles (
conveyances;

t r t@atiors gb passengers

A for transport 4a
A food and be
catering

A beauty treat me

A

heal th service
surgery
A e x c ere used vioh making &

outward taxable supply of the sar
category of goods or services;

A membership
fitness centre,

A Bus transport
or others in relation to business

A raeabt life insurance, heall
insurance except where obligatory
per government notification.

A travel benef
employees on vacation such as le
or home travel concession.

of

A Wor ks Contr a
construction of immovable proper
even when used in course
furtherance of business.

A Construction

construction of an immovabl
property on own account even wh
used in course or furtherance

business.

A Services wused
supplies under Composition Levy

A Ser vi
consumption

ces use
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A Tax on input
after demand made by departm
alleging suppression facts, fray
willful misstatement etc. under Se
74.

A Tax paid on d
goods and conveyance in transit un
Sec. 129.

A Tax goads dr canveyanc
confiscated under Sec. 130.

Summary of provisions of input tax credit in case of special circumstances:

Provision Compliance

Application for registration within Can take crit of Input Tax in resped
30 days from the date of becomi| of:

liable for registration Inputs held in stock Inputs contained

Semt Finished/Finished goods held
stock & Tax invoices issued within
year after becoming liable to pay tax

Voluntary registration Can take credit of Input Tax in respe
of:

Inputs held in stock Inputs contained
Semt Finished/Finished goods held
stock Tax invoices issued within 1 yg
from the date of Grant of registratic
subject to certain conditions

A person who ceases to pay t Can take cratof Input Tax in respec
under Composition levy of:

Inputs held in stock Inputs contained
Semt Finished/Finished goods held
stock Capital goods (Credit can
reduced by prescribed percente
points) Within 1 year from the date |
issue of tax invoices after becomil
liable to pay tax

Where an exempt supply by | Can take credit of Input Tax in respé
registered taxable person becomg of:

taxable supply Inputs held in stock Inputs contained

SemtiFinished/ Finished goods held
stock Capital goods, which a
Exclusively used for such supply
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From the date from which such supy
become taxable.

In case of sale/ merger/ demerg The input tax credit can be trdeged
amalgamation/ lease or transfer|to such sold/ merged/ demergg
the business with the specif amalgamated/ leased or transfer
provision for transfer of liabilities | business in the manner prescribed

Registered taxable person availi He shall pay an amount, by way
input tax credit switches over as debit in the electronic cdi or cash
taxable person ledger, equivalent to the credit of inp
tax in respect of:

Inputs held in stock Inputs contained
Semti Finished/ Finished goods held
stock Capital goods (Credit can
reduced by prescribed percentg
points)

9.5 RETURN FILING :

The bag features of the return mechanism in GST includes electronic filing of
returns, uploading of invoice level information, aytmpulation of information
relating to input tax credit from returns of supplier to that of recipient, invoice
level information matching and autoeversal of input tax credit in case of
mismatch. The returns mechanism is designed to assist the taxpayer to file
returns and avail ITC.

Under GST, a registered dealer has to file GST returns that include:
U Purchases
U Sales
U Output GST (@ sales)
U Input tax credit (GST paid on purchases)

To file GST returns, GST compliant sales and purchase invoices are required.

TYPESOF GST RETURNS

The list of all the returns to be filed as prescribed under the GST Law along with
the due dates.

Retun Particulars Interval Due Date
Form

Any regular business

GSTR1 Details of outward supplies ¢ Monthly* | 10th of the nexi
taxable goods and/ or servic month
effected
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GSTR9 Annual Return Annually | 31st March of
next financial
year

GSTR3B | Provisiond return for every| Monthly 20th of the nex|

month month

Opting Composition Scheme:

GSTR4 Return  for  compoundin{ Quarterly | 18th of the

taxable person month
succeeding
quarter*

GSTR9A | Annual Return Annually | 31st March of
next financial
year

Certain specific registered dealers

GSTR5 Return  for  NorResident Monthly 20th of the nex|

foreign taxable person month

GSTR5A | Return for Nonresident| Monthly 20th of the nex|

persons providing OIDAR month
services

GSTR6 Return for Input Servic¢ Monthly 13th of the nex

Distributor month

GSTR7 Return for authorities deductin Monthly 10th of the nex

tax at source. month

GSTRS8 Details of supplies effectel Monthly 10th of the nex|

through ecommerce operatg month
and the amount of tax collectg
GSTR10 | Final Return Once. Within  three
When months of the
registration| date of
is cancelled cancellation o}
or date of
surrendereq cancellation
order,
whichever s
later.
GSTR11 | Details of inward supplies to § Monthly 28th  of the
furnished by a person havir month
UIN and claiming refund following the
month for

which statemen
is filed

(Note: subject to change by Notifications /orders)
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* Registered persons having aggregate turnover of up k& Crore in the
preceding financial year or the current financial year shall furnish G®FRa
quarterly basis.

Other Registered persons having aggregate turnover of more thanCrore
shall furnish these returns on a monthly basis.

REVISION OF RETURNS:

The mechanism of filing of revised returns for any correction of errors/
omissions has been done away with. The rectification of errors/ omissions is
allowed in the return for subsequent month(s). However, no rectification is
allowed after furnishig of the return for the month of September following the
end of the financial year to which such details pertain, or furnishing of the
relevant annual return, whichever is earlier.

9.6 INTEREST ON LATE GST PAYMENT

An interest of 18 percent is levied on tla¢el payment of taxes under the GST
regime. The interest would be levied for the days for which tax was not paid
after the due date. An interest of 24 percent is levied on the wrong availment of
ITC Credit.

9.7 PENALTY FOR NON -FILLING OF GST RETURNS

In casea taxpayer does not file his/ her return within the due dates, he/ she shall
have to pay a late fee 0200+ i.e. 100+ for CGST and 100+ for SGST per

day (up to a maximum of 5,000/) from the due date to the date when the
returns are actually filed.

Note: In case of GSTR3B

From the month of October 2017 onwards, the GST Council has recommended

that the amount of late fee payable by a taxpayer whose tax liability for that

mont h i s 2@-Nér day ( 10k per day each under CGST & SGST

Acts) . However, if the tax Iliability for that
late fee is 50/ per day( 25/ per day each under CGST & SGST Acts)

Late fee shall be completely waived for all taxpayers in case FORM G$TR
FORM GSTR3B & FORM GSTR4 for the months / quarters July, 2017 to
September, 2018 which are furnished after 22.12.2018 but on or before
31.03.2019.

From October 2017 onwards, the amount of late fee for late filing of GSTR
3B payable by a registered person is as follows:

a. whose tax liability for that month wadlIL' will be 20/ per day
instead of 200F per day;

b. whose tax lifility for that month was noNIL' will be 50~ per day
instead of 200F per day.
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9.8. PAYMENT OF TAXES :

Every registered person is required to compute his tax liability on a monthly
basis by setting off the Input Tax Credit (ITC) against the OutwEax
Liability. If there is any balance tax liability the same is required to be paid to
the government.

There are three ledgers prescribed by the government that is required to be
maintained by every tax payer

1. Electronic Tax Liability Ledgeifhe dectronic tax liability ledger shows the
total tax liability of a registered person at any point of time.

2. Electronic Cash LedgeAn Electronic Cash Ledger will also require to be
maintained on the GST portal. It will show the amount deposited by the ta
payer towards discharge of his tax liability or interest or late fee or penalty any
other amounts.

Also, it is now mandatory for businesses making payment for more than
10,000 to do it electronically.

3. Electronic credit ledgeAll the taxes paid otthe inputs would be recorded
in the electronic credit ledger.

All the payments under GST have to be made by either using the input tax credit
available in the electronic credit ledger or through the electronic cash ledger.

Utilizing ITC for the fulfillmentof Tax liability:

IGST: After the IGST input tax credit is used for payment of IGST then the
remaining ITC can be used to pay tax liability under CGST and SGST.

CGST: The CGST input tax credit cannot be used to pay the SGST liability but
can be used tpay the liability under CGST.

SGST: The SGST input tax credit cannot be used to pay the CGST liability but
can be used to pay the liability under CGST.

Modes of PaymentVarious modes of payment of tax available to the taxpayer
including internet bankinggebit/ credit card and National Electronic Funds
Transfer (NEFT) / Real Time Gross Settlement (RTGS).

9.9 REVERSE CHARGE UNDER GST

In the normal course the tax is payable by the supplier of goods and / or services.
However, provisions have been madehia GST Act that in certain cases, the

tax liability is shifted on the recipient of goods and / or services. The advantages
of such provisions are that the Government gets maximum revenue from
comparatively lesser number of tax payers. The relevant pposisire as under

|

Thus, criteria for Reverse Charge is twofdld(a) Specified categories of
supplies of goods and services. (b) Purchase of goods and / or services from
Unregistered suppliers.

(A) REVERSE CHARGE ON GOODS AND SERVICES-

i) Reverse Chage on Goods Notification No. 4/2017 Central Tax (Rate) dt.
28.06.2017 has notified following goods in respect of which tax shall be paid
by the recipient as per the provisions of Section 9(3) of the CGST Act
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Sr. | Tariff Description of | Supplier of goods | Recipient of

No. | Heading | supply of goods supply
1 0801 Cashew  nuts| Agriculturist(*)’ Any registered
not shelled ol person
peeled.
2 14049010 Bidi  wrapper| --dod --do--
leaves (Tendu)
2401 Tobacco leaves| --do-- --do--
5201 Raw Cotton --do-- --do--
5004 to| Silk yarn Any person whdg --do-
5006 manufactures = silk

from raw silk or silk
worm, cocoons fo
supply of silk yarn

6 - Supply of lottery| State  Governmen| Lottery
Union Territory or| distributor or
any local authority | selling agent

7 Any Used vehicles| Central Govt. Stat{ Any Registerec
Chepter | seized and Gowt. Union| person
confiscated Territory or a local
goods, old anq authority
used goods

waste and scrag

Thus, any registered person purchasing these specified goods from the specified
suppiers is required to pay the tax on Reverse Charge.

i) Reverse Charge On ServicesNotification 13/2017 Central Tax (Rate) dt.
28.06.2017 has been issued specifying following services which are covered
under reverse Charge.

(a) Services by Goods Transpégency who has not paid tax in respect of
transportation of goods to specified persons viz. Factories, Societies, person
registered under GST Act, body Corporate, Partnership firm, casual taxable
person.

(b) Services by an individual Advocate includisgnior advocate or form of
advocates by way of legal services to any business entity located in the taxable
territory.

(c) Legal ServicedO means any service provided
or assistance in any branch of law, in any manneirarhaddes representational
Services before any court, tribunal or authority.

"Section 2(7) of the GGST Act defines dAagriculturisto
Undivided Family who undertakes cultivation of l&da) by own labour, or (b) by the labour

of family, or (c) by servants on wages payable in cash or kind or by hired labour under personal

supervision or the personal supervision of any member of thé/fami
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(d) Services supplied by an arbitral tribunal to a business entity.
(e) Sponsorship services provided to-dwgy corporate or partnership firm.

() Services supplied by the Cegit Government, State Government, Union
Territory or local authority to business entity (except Postal and courier service,
aircraft service, transport of goods or passengers)

(g) Services supplied by the Central Government, State Government, Union
Territory or local authority by way of renting of immovable property to a person
registered under the CGST Act.

(h) Services supplied by a director of a company or a body corporate to the
company or body corporate.

(i) Services supplied by an insurance agerarty person carrying on insurance
business.

(j) Services supplied by a recovery agent to a banking company or a financial
institution or a nofbanking financial company.

(k) Services supplied by a person located in-tao@@able territory by way of
transmrtation of goods by vessel from a place outside India upto the customs
station of clearance in India.

() Services supplied by an Author, music composer, photographer, artist or the
like by way of transfer or permitting the use or enjoyment of a copycmlered

under clause (a) of stdection (1) of section 13 of the Copyright Act, 1957
relating to original literary, dramatic, musical or artistic works to a publisher,
music company, producer or the like.

(m) Supply of services by the members of Ovargp€ommittee to Reserve
Bank of India.

iii) Reverse Charge On Import Of Servicesi Section 2(11) of the IGST Act
defines Import of Services as the supply of any service whgrdhe supplier
of service is located outside India. (ii) The recipiergaice is located in India
and (iii) The place of supply of service is in India.

Section 5(1) of the IGST Act provides that IGST Tax shall be levied on al inter
state supplies of goods or services or both, except on the supply of alcoholic
liquor for human consumption.

Notification No. 10/2017 Integrated Tax (Rate) dt.28.06.2017 covers same
services as per Notification under CGST referred above. In addition, there is an
entry as undér

S. Category of supply of| Supplier of | Recipient of
No. | services service service
1 Any service supplied by Any person| Any person locate(

any person who is locatg located in a non| in taxable territory
in a nontaxable territory taxable territory | other than non
to any person other the taxable online
nontaxable person. recipient.
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In view of this provision, when services are imported by any registered person,
he is liable to pay the tax under Reverse Charge.

Section 7(4) of the IGST Act provides thiaSupply of services imported into
the territory of India shall bedated to be a supply of services in the course of
inter-state trade or Commerce. In view of these provision, in case of import of
services, the recipient has to pay IGST tax.

iv) Reverse Charge For Services Provided By Electronic Commerce
Operator i Secton 2(45) of the CGST Act defines Electronic Commerce
Operator means any person who owns, operates or manages digital or electronic
facility or platform for electronic commerce.

Notification 17/2017 Central Tax (Rate) dt. 28th June, 2017 provides that i
the following categories of services, the tax on H8tate supplies shall be paid
by the electronic commerce operaitor

(i) services by way of transportation of passengers by a fé&ak@ motor
cab, maxicab and motor cycle;

(if) services by way of providingccommodation in hotels, inns, guest
houses, clubs, campsites or other commercial places meant for residential
or lodging purposes, except where the person supplying such service
through electronic commerce operator is liable for registration under sub
-section (1) of section 22 of the said Central Goods and Services Tax Act.

v) Services Of Supply By Person In Nonlaxable Territory 1 Section 14 of

IGST Act makes special provision for payment of tax by supplier of online
database access and retrievalises (OIDAR). It provides that if the supplier

of service is located in netaxable territory and received by ntaxable online
recipient, the primary responsibility for payment of tax shall be on the supplier
of service. However, if he supplies thewsees through intermediary or he has
any person representing him in a taxable territory or he appoints any person as
his representative, then he will not be liable for payment of GST. But, the
intermediary or such representative shall be deemed to beingcgich service

from a supplier in notaxable territory.

Section 2(16) of the IGST Act defines ntaxable online recipient as
Government, Local authority, Governmental authority, Individual and any
person non registered under the GST Act and regeisamvice in relation to

any purpose other than commerce, industry or any other business or profession
located in taxable territory.

B) PURCHASES OF GOODS AND/OR SERVICES FROM
UNREGISTERED SUPPLIERST

As per Section 9(4) of CGST Act and Section 5(3heflIGST Act, tax is to be

paid on RCM in respect of purchase of goods /services from unregistered
persons.

Notification N0.8/2017 (Central Tax) Rate dt. 28.06.2017 exempted purchase
of goods and services from unregistered persons upto a valiod/ per

day. Further, as per Notification No. 38/26@@ntral tax (Rate)dt. 13.10.2017
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and Notification No. 32/2017 Integrated Tax (Rate) dt. 13.10.2017, all
categories of registered persons are exempted from these provisions without any
monetary limit This Exemption is in force till 30th June, 2018.

Such exemption was further extended to 30 June 2018, then 30 September 2018
and then 30 September 2019 vide various notifications issued by the Central
Government on both Intrstate and Intestate Suppés.

Now, videNotification N0.01/2019Central Tax (Rate) dt. 29.01.2QX®entral
Government rescinds principhotification N0.8/2017 (Central Tax) Rate dt.
28.06.201and consequently exemption provided till 30 September 2019 stands
withdrawn. Such exeption was also withdrawn on intstate supplies in the
same line vidéotification N0.01/2019 Integrated Tax (Rate) dt. 29.01.2019
Hence, amended Section 9(4) and withdrawal of exemption provided for
applicability of said section are effective from-02-2019, the provisions of

RCM on interstate and intratate supplies of specified categories goods or
services or both received from unregred dealer by a class of registered dealer
shall be applicable.

EXEMPTION FOR CERTAIN SERVICES COVERED UNDER
REVERSE CHARGE i

Notification No. 12/2017 Central Tax (Rate) and Notification No. 9/2017
Integrated Tax (Rate) dt.28.06.2017 grant exempti@ertain services covered
under Reverse Charge. These exemptions are conditional and the tax payer has
to ensure that the relevant conditions are fulfilled and the exemption is rightly
claimed. The specified services &re

1. Services by a hotel, inguest house, club or campsite, by whatever name
called, for residential or lodging purposes, having declared tariff of a unit of
accommodation below one thousand rupees per day or equivalent.

2. Services provided by a goods transport agency, by wayepivet in a goods
carriage of

(a) agricultural produce;

(b) goods, where consideration charged for the transportation of goods on a
consignment transported in a single carriage does not exceed one thousand five
hundred rupees;

(c) goods, where considgion charged for transportation of all such goods for
a single consignee does not exceed rupees seven hundred and fifty;

(d) milk, salt and food grain including flour, pulses and rice;
(e) organic manure;
(f) newspaper or magazines registered withRegistrar of Newspapers;

(g) relief materials meant for victims of natural or mmade disasters,
calamities, accidents or mishap; or

(h) defence or military equipments.

3. Services provided by

(a) an arbitral tribunal to

(i) any person other thambusiness entity; or
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(i) a business entity with aggregate turnover up to twenty lakh rupees (ten lakh
rupees in the case of special category states) in the preceding financial year;

(b) a partnership firm of advocates or an individual as an advodeetban a
senior advocate senior advocate, by way of legal serviees to

() an advocate or partnership firm of advocates providing legal services;
(ii) any person other than a business entity; or

(i) a business entity with an aggregate turnoverawenty lakh rupees (ten
lakh rupees in the case of special category states) in the preceding financial year;

(c) a senior advocate by way of legal services to
(i) any person other than a business entity; or

(i) a business entity with an aggregatentwrer up to twenty lakh rupees (ten
lakh rupees in the case of special category states) in the preceding financial year.

4. Services by way of sponsorship of sporting events orgahized

(a) by a national sports federation, or its affiliated federatioriere the
participating teams or individuals represent any district, State, zone or Country;

(b) by Association of Indian Universities, Irtgniversity Sports Board, School
Games Federation of India, All India Sports Council for the Deaf, Paralympic
Committee of India or Special Olympics Bharat;

(c) by the Central Civil Services Cultural and Sports Board,;

(d) as part of national games, by the Indian Olympic Association; or
(e) under the Panchayat Yuva Kreeda Aur Khel Abhiyan Scheme.
9.10 EXPORT OF GOODS AND SERVICES

Section 2(5) of the | GST Act defines
of India to a place outside India.

Section 2(6) of the |1 GST Act defines
any service when,
(1) the supplier of service iscated in India;

(i) the recipient of service is located outside India;

(i) the place of supply of service is outside India;

(iv)  the payment for such service has been received by the supplier of
service in convertible foreign exchange; and

(v)  the supplier of servicand the recipient of service are not merely
establishments of a distinct person in accordance with Explanation 1 in
section 8;

Zero Rated Supply As per the GST Act, export of goods and Services supplied

to other countries and supplies to a unit locateBpecial Economic Zone or to

a developer of SEZ are considered as Zero Rated. Concept of zero rated supplies
of goods and services has following objectives

(a) Taxes paid on supplies which are Zero Rated are refunded.

(b) Input Tax credit on inputsnput services and capital goods used in such
supplies is allowed.
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(c) When the supplies are made without payment of tax, the taxes paid on the
inputs or input servicesi.e. the unutilized input tax credit is refunded.

Thus, to qualify any transaction be considered as Export of Goods, it must
carry the goods outside the territory of India. If the goods are not physically
moving out of territory of India, the transaction cannot be considered as Export
of goods, even if the payment is received in for&gochange.

9.11 IMPORT OF GOODS AND SERVICES

Section 2(10) of the IGST Act, defines import of goods as bringing goods into
India from a place outside India.

Import of Services already dealt with under Reverse Charge Mechanism
(Please refer 2.1.23 (iii))

For import of goods, instead of erstwhile CVD; IGST is charged and input tax
credit is allowed of such IGST paid.

9.12 JOB WORK

Job work means outsourcing of manufacturing activities for completion of a
product beyond the premises of the principal nfiacturer. The principal
manufacturer gets the manufacturing facilities through job worker to meet
requirement of customers

Section 2 (68) of CGST Act, 2017, AJ
undertaken by a person on goods belonging to anothestesgf person and
expression Ajob workero shall be con.

Service classification for manufacturing services on physical inputs (goods)
owned by others (job work) is 9988.

The registered person on whose goods (inputs or capital goodsjojibis
performed is called the APrincipalo
Act. The principal must be a registered taxable person under Section 25 of the
CGST Act, 2017. The person who undertakes to carry job working of another
personiscalle fj ob wor ker 0.

The transaction between principal and job worker is fully covered under scope
of supply and GST is payable thereon. But there is exception in terms of Section
143(1) of the CGST Act, 2017 prescribed that registered person can send any
inputs or capital goods, without payment of tax, to a Job worker for job work
and there subsequently send to another job worker and likewise.

Concessional Rate Of 5% For Certain Job Work

As per the Notifications No. 11/ 2047T (Rate) and No. 8/2011 (Rate)
both dated 2®6-2017, effective from 0-D7-2017 as amended from time to
time.

Services by way of job work in relation to
1. Printing of Newspapers

2. Textile and textile products falling under chapters 50 to 63 in the First
schedule to the Customs TaAct, 1975. Thus, from 2208-2017, job work of
garments will also be subject to GST @5%.
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3. All products falling under chapter 71 of Customs Tariff Act [Pearls,
precious, and senprecious stones, precious metals (like gold, silver,
platinum) and theiArticles, imitation jewellery, coin etc.]

4. Printing of books, journals and periodicals.

5. Printing of all goods falling under Chapter 48 or 49 which attracts GST rate
of 5% or Nil.

6. All foods and food products falling under chapters 1 to 22 etddus Tariff
Act [inserted w.e.f. 130-2017]

7. Processing of Hides, skins and leather falling under chapter 41 in the First
schedule to the Customs Tariff Act, 1975.

8. All products falling under Chapter 23 of Customs Tariff Act [residues and
waste fran food industries, prepared animal fodder] except dog and cat food
put for retail sale [inserted w.e.f.11®-2017].

9. Manufacture of clay bricks falling under Tariff item 6901 00 10 [inserted
w.e.f. 1310-2017]

10. Manufacturing of clay bricks fallingnder tariff item 6901 00 10 [inserted
w.e.f. 1310-2017]

11. Manufacture of Handicraft goods as defined in Notification No. 32/2017
CT dated 1899-2017 [inserted w.e.f. 151-2017]

Job work of Manufacture of Umbrella GST rate in respect of job work of
manufacture of umbrella is 12% [(6% CGST and 6% SGST)] w.e.f. 13.10.2017
Notification No. 11/2017 CT (Rate) and 8/2017 IT (Rate) both dated 28.06.2017
amended we.f.13.10.2017

Documents for movement of inputs and Capital goods to Job workdRule

55 (1) (c) d CGST Rules, 2017 provides that for the purpose of transportation
of goods for job work, the principal manufacturer may issue a delivery challan,
serially numbered not exceeding sixteen characters, in one or multiple series, in
lieu of invoice at the timef removal of goods for transportation.

Subrule (2) of Rules 55, the delivery Challan shall be prepared in triplicate, in
case of supply of goods (a) Original for Consignee, (b) Duplicate for transporter
and (c) Triplicate for consignor.

Rule 45 of CGSRules, 2017 providesonditions and restrictions in respect
of inputs and capital goods sent to the job workeand the subrules as under

(1) The inputs, senii finished goods or capital goods shall be sent to the job
worker under the cover of a challessued by the principal, including where
such goods are sent directly to a-jalrker.

(2) The challan issued by the principal to the job worker shall contain the details
specified in rule 55.

(3) The details of challans in respect of goods dispatamedjob worker or
received from a job worker or sent from one job worker to another during a
quarter shall be included in FORM GST @ furnished for that period on or
before the twentyfifth day of the month succeeding the said quarter.

118



(4) Where thenputs or capital goods are not returned to the principal within the
time stipulated in section 143, it shall be deemed that such inputs or capital
goods had been supplied by the principal to the job worker on the day when the
said inputs or capital goodgere sent out and the said supply shall be declared
in FORM GSTR1and the principal shall be liable to pay the tax along with
applicable interest.

Levy And Collection Of Tax On Supply Of Services By Job Worker

The concept of supply has been adoptedug fax in place of manufacture of
excisable goods and supply of taxable services. Section 7 of CGST Act, for the
purpose of expression of HAsBaignfd)tyadb i n
Athe activities to be tr switesasreieseds up
to in Schedule 110.

Schedule Il of Section 7 provides the activities to be treated as supply of goods
or supply of services and schedule Il (3) any treatment or process which is
applied to another personds goods i s

Thus, job work process is carried by the Job worker on behalf of the principal
and will attract GST on job work Charges, in case of tiokeklimit of 20

lakh of aggregate turnover exceeds in a financial year of a job worker. If the
aggregate turnover exceeds the threshold limit the job worker would be required
to obtain registration under section 25.

Further, the value of goods or serscused by the job worker for carrying out
the job work will be included in the value of services supplied by the job worker.
After completion of job work, if the goods directly supplied to the customers
from the premises of the job worker, the value afhssupply will be included

in the aggregate turnover of the principal.

It is to be noted that in the erstwhile Central Excise and Service Tax provisions
where job work charges or supply of services are subject to service tax only, if
the process carried/job worker does not amount to manufacture.

Availability Of Input Tax Credit By The Principal Or Job Worker :

It is clarified that, in view of the provisions contained in clause (b) of sub
section (2) of section 16 of the CGST Act, the input tax crealiidvbe available

to the principal, irrespective of the fact whether the inputs or capital goods are
received by the principal and then s
without being brought to the premises of the principal. It is also clatified

the job worker is also eligible to avail ITC on inputs, etc. used by him in
supplying the job work services if he is registered under GST.

9.13 TAX DEDUCTION AT SOURCE:

There are certain category of persons for whom registration under GST Act is
mandatory irrespective of their turnover limits as specified in Section 22 (i.e.

10 lakhs for special category states arD lakhs for others). These categories
have to get themselves registered mandatorily under the GST Act by virtue of
Section 24 of the Act. Under this section, eleven categories of persons are
specified to takeampulsory registration. Entry no (vi) of S8d(1) deals with
registration requirement of persons who are required to deduct tax under section
51, whether or not separately registered under this Act. Thus, the entry makes
compulsory registration for TDS deuct or s6 separately
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deductor, even though they hold a separate registration number under any other
category in the Act itself.

So, the person who is required to deduct tax under Section 51 (i.e. deductor)
would have to take registrationder GST. For the purpose of registration under
GST, Section 25 mandates for every person to have a permanent account
number issued the Income tax Act, 1961 in order to be eligible for grant of
registration. But in case of person who is required to dedxatinder section

51 may have, in lieu of permanent account number,a Tax Deduction and
Collection Account Number issued under the said Act in order to be eligible for
grant of registration.

For taking registration as deductor, such person requiredtoitsapplication

in Form GST RE&)7 duly signed and verified on common portal. After due
verification of the same, proper officer grant certificate of registratiéGiorm
GST REG-06 within 3 Working days from the date of submission of the
application;

1. Effective date for enabling provision of TDS under GST

By Notification No-50/2018Central Tax dated 13September 2018, Central
Government made the provisions of TDS effective from 01st day of October,
2018.

2. TDS Returns under GST Regime

Every persomregistered as deductor has to furnish a retufform GSTR-7
electronically through the common portal for the month in which such
deductions have been made within ten days after the end of such month. After
furnishing return as required, such registeredgspn would have to issue a
certificate in Form GSTR-7A to the deductee which would be available
electronically on the common portal.

3. Payment of TDS under GST

Any amount deducted under Section 51 shall be credited to electronic cash
ledger of the registed taxable person and the amount so deducted shall be paid
by debiting the electronic cash ledger of such person. The amount deducted as
tax under thisectionn shall be paid to the Government by the deductor within
ten days after the end of the monthwhich such deduction is made, in such
manner as may be prescribed. Interest in accordance with section 50(1) is to be
paid in addition to such amount if payment is not made within prescribed time.

4. Persons who are required to deduct the TDS under GST

As per section 51 read withotification no 50/2018, dated 13/09/2018
following category of person would have to deduct tax at the rate of one per cent
(effective rate would be 2 % i.e. 1 % as CGST and 1% as SGST) from the
payment made or credited to thegoplier of taxable goods or services or both,
where the total value of such supply, under a contexcgeds two lakh and

fifty thousand rupees

1. A department or establishment of the Central Government or State
Government; oSec51(1)(a)

2. Local authaty; or- See51(1)(b)
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3. Governmental agencie§ec51(1)(c)

4. Such persons or category of persons as may be notified by the Government
Sec51(1)(d) Notification No-50/2018

a. An authority or a board or any other body,
I. set up by an Act of Parlaent or a State Legislature; or
ii. established by any Government,

with fifty -one per cent. or more participation by way of equity or control,
to carry out any function;

b. Society established by the Central Government or the State Government
or a Local Adhority under the Societies Registration Act, 1860 (21 of
1860);

c. Public sector undertakings.
5. No TDS deduction

If location of supplier and place of supply is in a State or Union territory which
is different from the State or as the case may be, Ueioiiory of registration
of the recipient, no deduction is required to be made.

6. Value on which TDS is to be deducted

The value of supply shall be taken as the amount excluding the central tax, State
tax, Union territory tax, integrated tax and cessaated in the invoice

7. Late fees for non furnishing GSTR7 & GSTR-7A (TDS Returns)
For GSTR- 7:- 100 per day subjected to maximum of five thousand rupees.

For GSTR- 7A:- 100 per day from expiry of five days period subjected to
maximum of five thousandipees.

8. Refund of TDS under GST

If there is a refund on account of excess or erroneous deduction of TDS, the
same shall be dealt with in accordance with the provisions of Section 54. But
no refund to the deductor shall be granted, if the amount dedoatetieen
credited to the electronic cash ledger of the deductee.

9. Penalty for TDS Provision:

Where a taxable person who fails to deduct the tax in accordance with the
provisions of suksection (1) of section 51, or deducts an amount which is less
than he amount required to be deducted under the saidexttton, or where he

fails to pay to the Government under séztion (2) thereof, the amount
deducted as tax; he shall be liable to pay a penalty of ten thousand rupees or an
amount equivalent to thex@vaded or the tax not deducted under section 51 or
short deducted or deducted but not paid to the Government, whichever is higher.

9.14 TAX COLLECTION AT SOURCE :

1. Tax Collection at Source (TCS) has similarities with TDS, as well as has
distinctive fedures also. TDS refers to tax which is deducted when recipient of
goods or services makes some payments under a contract etc. while TCS refers
to tax which is collected by the electronic commerce operator when a supplier
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supplies some goods or servicesotlgh its portal and the payment for that
supply is collected by the electronic commerce operator.

2. As per Section 52 of the GGST Act, 2017 thewmmerce operator, not being

an agent, is required to collect an amount calculated at the rate not exceeding
one per cent., as notified by the Government on the recommendations of the
Council, of the net value of taxable supplies made through it, where the
consideration with respect to such supplies is to be collected by such operator.
The amount so collectedgsalled as Tax Collection at Source (TCS).

Section 2(44) of the GGST Act, 2017, electronic Commerce means the supply
of goods or services or both, including digital products over digital or electronic
network.

Section 2(45) of the GGST Act, 2017, electrdd@mmerce operator means any
person who owns, operates or manages digital or electronic facility or platform
for electronic commerce.

Section 24(x) of the GGST Act, 2017, every electronic commerce operator has
to obtain compulsory registration irrespectofethe value of supply made by
him.

3. Rate of TCS is 0.5% under each Act (i.e. the CGST Act, 2017 and the
respective SGST Act / UTGST Act respectively) and the same is 1% under the
IGST Act, 2017. [Notifications No0.52/20i8entral Tax and 02/2018
Integraed Tax both dated $05eptember, 2018]

4. As per Section 24(ix) of the GGST Act, 2017, every person supplying goods
through an e&ommerce operator shall be mandatorily required to register
irrespective of the value of supply made by him. However, a pexngpoplying
services, other than supplier of services under section 9 (5) of the GGST Act,
2017, through an -eommerce platform are exempted from obtaining
compulsory registration provided their aggregate turnover does not exceed INR
20 lakhs (or INR 10 khs in case of specified special category States) in a
financial year. [Notification N0.65/201Central Tax dated ¥5November,
2017]

5. As per the extant law, registration for TCS would be required in each State /
UT as the obligation for collecting TG&ould be there for every inti@tate or
inter-State supply. In order to facilitate the obtagiof registration in each
Staté UT, the ecommerce operator may declare the Head Office as its place of
business for obtaining registration in that State /Wi¥ere it does not have
physical presence.

6. The amount collected by the operator is to be paid to appropriate government
within 10 days after the end of the month in which the said amount was so
collected.

7. The amount of TCS deposited by the operatoth vihe appropriate
Government will be reflected in the electronic cash ledger of the actual
registered supplier (on whose account such collection has been made) on the
basis of the statement filed by the operat®tOrM GSTR-8in terms of Rule 67

of the GGST Rules, 2017. The said credit can be used at the time of discharge
of tax liability by the actual supplier.
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8. TCS collected is to be deposited by thewmmerce operator separately under

the respective tax head (i.e. Central tax / State tax / Uniomotgrtax /
Integrated tax). Based on the statement (FORM G8)IRled by the e
commerce operator, the same would be credited to the electronic cash ledger of
the actual supplier in the respective tax head. If the supplier is not able to use
the amountying in the said cash ledger, the actual supplier may claim refund
of the excess balance lying in his electronic cash ledger in accordance with the
provisions contained in section 54(1) of the CGST Act, 2017.

9. Every operator is required to furnish atestaent, electronically, containing

the details of outward supplies of goods or services affected through it,
including the supplies of goods or services returned through it, and the amount
collected by it as TCS during a month within 10 days after thefesuth month

in FORM GSTR8. The operator is also required to file an annual statement by
31st day of December following the end of the financial year in which the tax
was collected in FORM GSTBB.

10. As per section 52(6) of the GGST Act, 2017, interesipplicable on
omission as well in case of incorrect particulars noticed. In such a case, interest
is applicable since it is a case of omission. Further, penalty under section 122(vi)
of the GGST Act, 2017 would also be leviable.

11. As per section 522) of the GGST Act, 2017, any authority not below the
rank of Deputy Commissioner may serve a notice requiring the operator to
furnish the details of their supplies of goods or services or both as well as stock
of goods held by the suppliers within 15 wioik days of the date of service of
such notice.

9.15 INPUT SERVICE DISTRIBUTOR
Section 2(61) of GGST Act, 2017 def i

Who is an Input service distributor (ISD) under GSAR Input service
distributor (ISD) is a business whiclceives invoices for services used by its
branches. It distributes the tax paid, to such branches on a proportional basis by
issuing an ISD invoice.

The branches can have different GSTINs but must have the same PAN as that
of ISD.

Insight on ISD under GST regime

Conditions and restrictions in respect of ISD

Who can be Inpu| An office of the supplier of goods and/or servig
service distributor? | which receives tax invoices issued under sectio
of GGST Act, 2017

Document based o Receives tax invoices issued by supplier u/s. 31
which credit can b¢ Section of GGST Act, 2017 towards receipt of in
distributed services

How to distributel By issuing an ISD invoice for the purposes
credit? distributing to a supplier of taxable goods anc
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servces having the same PAN as that of the of
referred to above

Type of tax credit tha) The credit of CGST (SGST in State Acts) ang
can be distributed IGST paid on the said services

To whom can it bg To supplier having the same PAN..j.eredit canno
distributed? be distributed to outsourced manufacturers or sel
providers.

It is important to note that tH&D mechanism is meant only for distributing
the credit on common invoices pertaining to input services only and not
goods(inputs or capdl goods).

Conditions to be fulfilled by ISD

Registration: | nput Service Distributor has
apart from its registration as a hormal taxpayer under the Act, wherein he has to
specify under serial number 14 of the RBGformas an ISD. Only then he
shall be able to distribute the credit to the recipients.

Invoicing: ISD can distribute the amount of tax credit to his other units having
separate GSTIN (recipients) by issuing an ISD invoice (Rule 54 of GGST
Rules, 2017).

Returns: Amount of tax credit distributed should not exceed the amount of tax

credit available with the ISD as at the end of a relevant month to be filed in

GSTR®6 by 13th of the succeeding month by ISD.

9 The recipient of the tax credit can view the tax crediistributed by ISD
in GSTR2A that is autepopulated and in turn, can claim the same by filing
GSTR2.

1 An ISD need not file annual returns as ISD.

9 Distribution of Input Tax credit: The credit of tax paid under reverse charge
mechanism is not availablerfdistribution to the recipients. So, the ISD has
to utilize such credit only as a normal taxpayer.

As per Section 20 of GGST Act, 2017 read with Rule 39, the Input Service
Distributor shall distribute the credit of central tax, as central tax or inéejyrat
tax and integrated tax, as integrated tax or central tax, by way of issue of a
document containing the amount of input tax credit being distributed in such
manner as may be prescribed.

Every ISD shall, on the basis of details contained in FORM GGARAuto
Populated],and where required, after adding, correcting or deleting the details,
furnish electronically the return in FORM GSFRcontaining the details of tax
invoices on which credit has been received and those issued under section 20.

ANNUAL RETU RN:

1. Every registered person, other than an Input Service Distributor, a person
paying tax under section 51 or section 52, a casual taxable person and a non
resident taxable person, shall furnish an annual return for every financial year
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electronicallyin such form and manner as may be prescribed on or before the
thirty- first day of December following the end of such financial year.

2. Every registered person who is required to get his accounts audited in
accordance with the provisions of sséction §) of section 35 shall furnish,
electronically, the annual return under sdztion (1) along with a copy of the
audited annual accounts and a reconciliation statement, reconciling the value of
supplies declared in the return furnished for the financiat weth the audited
annual financial statement, and such other particulars as may be prescribed.

9.16 REFUND OF TAX:

Normally, refund provisions apply in case of (a) zero rated supplies (exports
and supplies to SEZ) and (b) Inverted duty structure mputicredit more than

tax payable on output supply (but not in case of exempted supply or supply Nil
rate of tax).

6Taxable Persond can also claim reful

Any person claiming refund of any tax and interest, if any pa such tax or

any other amount paid by him, may make an application in that regard to the
proper officer of IGST/CGST/SGST/UTGST before the expiry of two years
from the relevant date in prescribe form and maiirgction 54(1) of CGST

Act.

Application And Procedure Of Refund
The application for refund shall be accompanied by

(a) Such documentary evidence as may be prescribed to establish that a refund
is due to the applicant, and

(b) Evidence that incidence of duty has not been passed on by aimg tiher
person. However, where the amount claimed as refund is less than two lakh
rupees, selfleclaration based on documents available with him is sufficient
section 54(4) of GGST Act.

Application For Refund Of Tax, Interest, Penalty, Fees Or Any Othe
Amount

Any person, except the persons covered by notification issued under section 55
(UN Agencies, Embassies), claiming refund of tax, interest, penalty, fees or any
other amount paid by him, may file as application in form GST R6D
electronicallyi Rule 89(1) of SGST Rule, 2017.

Refund Of Balance In Electronic Cash Ledgeri Any claim for refund
relating to balance in the electronic cash ledger in accordance with the
provisions of section 49(6) may also be made through the return furnished for
the elevant tax period in form GSTR form GSTR4 or form GSTRY, as the

case may befirst proviso to Rule 89(1) of CGST and GGST Rules, 2017.

Refund Application In Case Of Supply Of Goods To SeZ In respect of
supplies of goods to a Special Econo@ne unit or a Special Economic Zone
developer, the application for refund shall be filed by the supplier of goods after
such have been admitted in the Special Economic Zone for authorized
operations, as endorsed by the specified officer of the Zeaemd proviso (a)

to rule 89(1) of CGST and GGST Rule, 2017.
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Refund Application In Case Of Supply Of Services To Sek In respect of
supplies of services to Special Economic Zone unit or a Special Economic Zone
developer, the application for refund shallfiesd by supplier of services along

with the evidence regarding receipt of services for authorized operations as
endorsed by the specified officer of the Zdrsecond proviso (b) to Rule 89(1)

of CGST and GGST Rule, 2017.

Refund Claim In Case Of Deemed Eport Either By Recipient Of Supplier

I In respect of supplies regarded as deemed exports, the application may be filed
by (a) the recipient of deemed export supplies; or (b) the supplier of deemed
export supplies in case where the recipient does not iaypait tax credit on

such supplies and furnishes an undertaking to effect the supplier may claim the
refund i third proviso to Rule 89(1) of CGST and GGST Rules, 2017 as
amended w.e.f. 280-2017.

Refund Of Advance Tax By Casual Or NorResident Taxable Peson i

Refund of any amount, after adjusting the tax payable by the applicant out of
the advance tax deposited by him under section 27 (casual taxable person or
nonresident taxable person) at the time of registration, shall be claimed either
in the last eturn required to furnish by him or only after furnishing of the said
last returri fourth proviso to rule 89(1) of CGST and GGST Rules, 2017.

Documents To Be Filed With Refund Claim The application for refund under

rule 89(1) shall be accompanied by domantary evidences, as applicable, to
establish that the refund is due to the applicant [Rule 89(2) of CGST and GGST
Rules, 2017]

Refund Of Unutilised Input Tax Credit: Subject to the provisions of section
54(10), a taxable person may claim refund of anytilined input tax credit at
the end of any tax periadsection 54(3) of CGST Act. [Section 54(10) provides
for recovery of penalty, tax or interest from any refund due].

No refund of unutilized input tax credit shall be allowed in cases other than
expots including zero rated supplies or in case where the credit has accumulated
on account of rate of tax on inputs being higher than rate of tax on output
supplies, other than nil rated or fully exempted supplfest proviso to section

54(3) of CGST Act.

No refund of unutilized input tax credit shall be allowed in case where the goods
exported out of India are subjected to export duggcond proviso to section
54(3) of CGST Act.

No refund of input tax credit shall be allowed if the supplier of goodswices
avails duty drawback of CGST/SGST/UTGST or claims refund of IGST paid
on such supplies third proviso to section 54(3) of CGST Act.

However, drawback of customs duty portion can be availed.

Drawbacki A Dr awbackod i n r el aacturechinlbhdm ariny goods man.
exported, means the rebate of duty, tax or cess chargeable on imported inputs

or any domestic inputs or input services used in the manufacture of such goods

I section 2(42) of CGST Act.

Refund only in case of (a) exports and suppbeSEZ (b) inverted rate structure
i Refund will be admissible only in case of physical exports and supplied to
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SEZ. Provision of O0deemed exportoé has

is no specific provision of refund in case of deemed exports olissipp EOU.

Refund is admissible if GST rate on inputs is higher that GST rate of output
supplied. However, refund is not available in case were supply is exempted or
nil ratedi first proviso to section 54(3) of GGST Act.

Refund In Case Of Inverted Duty Structure: In case of inverted duty rates
(i.e. input tax credit more than tax payable on outward supply) there is a
provision for refund of excess credit under section 54(3) of CGST and SGST
Act.

No Refund If Tax Is Nil Or Exempted i The refund is not adissible where
the rate of output supply is Nil or exempted. Thus, some tax must be payable.

No refund in certain cases, even if ITC more than tax pai@lAs per proviso

(i) to section 54(3) of CGST and SGST Act, Government can notify supply of
goods andexvices where refund of unutilized Input Tax Credit (ITC) will not
be admissible, even if ITC is more that tax payable on output supply. Under
these powers, Notification No.5/200T (Rate) and 5/201IT (Rate) both
dated 286-2017 has been issued. As pkis notification, the refund is not
admissible even if ITC is more that tax paid, in the following cases

(i) Woven textile fabrics falling under specified headings in chapters 50 to 55

(i) Knotted netting of twine, cordage of rope, made up of fislniets or other
made up nets, of textile fabrics, falling under heading = 5608 [inserted w.e.f.
14-11-2017]

(iif) Corduroy fabrics falling under head 5801 [inserted w.e.f92017]
(iv) Narrow woven fabrics (all goods) falling under chapter 60
(v) Railway locomotives and their parts falling under heading 8601 to 8608

Restriction Not Applicable In Case Of Export Of Aforesaid Goodsi1 This
restriction is only in respect of refunds under section 54(3)(ii) of CGST Act.
Thus, the restriction is not applicaltb refund under section 54(3)(i) of CGST

Act i.e. zero rated supplies. Hence, in case of export of these goods, refund of
entire ITC will be availablé MF(DR) circular No. 18/18/202%GST, dated 16
11-2017. [The clarification is in respect of fabricsit Iprinciple applies to all
goods notified under Notification No. 5/20CT (Rate), dated 28-2017].

No Refund Of ITC Even If Input Tax Credit Is More Than Gst Payble On
Outward Supply In Case Of Construction Of Complex 1 In case of services
of constrution of complex [specified in Item 5(b) of Schedule Il of CGST Act],
refund of unutilized ITC will not be availableNotification No. 15/201/CT
(Rate) and 12/201IT (Rate) both dated 26-2017.

Refund In Case Of Export Or Supplies ToSEZ: The taxable pson has
following optionsi (a) pay IGST on exports and claim refund of IGST (b) Clear
goods for export without payment if IGST and claim refund of ITC (c) If this
part supplies are exports, he can utilize that credit for payment of GST on
supplies withinindia. In that case he need not apply for refund at all.
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9.17 TRASITIONAL PROVISIONS : (Section 139 to 142)

Elaborate transitional provisions have been provided for smooth transition of
existing taxpayers to GST regime.

The important provisions in thregard are:

(i) The existing taxpayers shall be issued a certificate of registration valid for 6
months. Upon furnishing of prescribed information, registration shall be granted
on a final basis.

(i) The amount of Cenvat credit / VAT carried forward in a return shall

be allowed to be taken as input tax credit subject to certain condition&Jn-
availed Cenvat credit on capital goods, not carried forward in a return, shall also
be allowed to be taken as ITC subject to certain conditions.

(i) Credit of eligible duties and taxes in respect of inputs held in stock shall
be allowed to a registered taxable persosubject to fulfilment of certain
conditions.

(iv) Credit of eligible duties and taxes in respect of inputs held in stock shall
be allowed to a taxale person switching over from the composition scheme
to the normal scheme.

(v) No tax is payable on the goods removed/ despatched earlier but returned to
the place of business after the introduction of GST. This is subject to the
condition that the gomdare returned within a period of 6 months after the
introduction of GST.

(vi) Likewise, no tax shall be payable on the inputs, semshed goods and
finished goods removed/ despatched earlier for job work or for carrying out
certain processes and retad to the place of business after the introduction of
GST. This is subject to the condition that the inputs / goods are returned within
a period of 6 months after the introduction of GST.

(vii) Pending refund claims shall be disposed of in accordance thi
provisions of earlier law and the amount of refund shall be paid to the claimant
in cash, subject to certain conditions.

(viii) Pending claim of Cenvat credit /input tax credit shall be disposed of in
accordance with the provisions of earlier lawd éime amount of refund shall be
paid to the claimant in cash, subject to certain conditions.

(ix) No tax shall be payable on the supply of goods and /or services made before
the introduction of GST where a part of consideration for the said supply is
recaeved on or after the introduction of GST, but the full duty or tax payable on
such supply has already been paid under the earlier law.

(x) No tax shall be payable on the goods sent on approval basis before the
introduction of GST but are rejected and retd to the seller on or after the
introduction of GST if such goods are returned within 6 months from the
introduction of GST.

9.18 RECOVERY OF ARREARS:

1. Under GST, there are well defined procedures for demand of unpaid tax,
which is done via the isswf Show Cause Notice (SCN) and Order. However,
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if the due tax amount still remains unpaid, then the department is authorised to
start recovery of tax, meaning proceedings can be started officially.

2. As per the provisions of recovery of tax in GSThd& amount payable by a
taxable person, remains unpaid, even after 3 months from the date of issuing the
order for demand of tax, then the recovery of tax under GST will be initiated.
However, if the proper officer considers it urgent in the interest e, he

may state reasons recording in writing, and direct the concerned taxpayer to
make payment in a reduced period as well. In any case, if the demand is not paid
in the time specified, then the department will initiate proceedings for recovery
of taxin GST.

3. Modes Of Recovery

1 Deduction of due amount from the tax amount payable to such person by
the department

1 Recovery of tax by way of detaining and selling any goods belonging to
such person

1 Recovery of tax from another person, from whom money eedue or may
become due to such person

1 Recovery of tax from another person, who holds or may subsequently hold
money for or on account of such person, to pay to the credit of the Central or a
State Government

1 Detention of any movable or immovable progedoelonging to such person,
until the amount payable is paid. If the dues are not paid within 30 days, the said
property is to be sold and with the proceeds of such sale the amount payable and
cost of sale is to be recovered

1 Recovery of tax through the ¢ettor of the district, in which such person owns
any property or resides or carries on his business, as if it were an arrear of land
revenue. The proper officer will need to prepare a certificate specifying the
amount due from such person and hand it e@ehe concerned collector, for
this purpose

1 Recovery of tax by way of application to the appropriate magistrate, who in turn
shall proceed to recover the amount as if it were a fine imposed by him

1 Recovery of tax via enforcing the bond or instrument eteztunder the Act or
any rules or regulations made under the Act

1 Recovery of tax done by the proper officer of the State Government or Union
Territory Government, wherein, any CGST arrears will be recovered as if it
were an SGST / UTGST arrear. Such aroamt will be recovered, and then
later credited to the account of the Central Government. In case the amount
recovered by this means, is less than the amount due, then the amount will be
apportioned among the Central Government and State / UT Government in
proportion to the amount due to each authority

4. As per the GST provisions, the department can seize properties belonging to
the defaulter to recover the due tax amount. Sometimes, in order to avoid such
seizures, the taxpayer transfers the propertysala, mortgage, exchange etc.
after the amount has become duie intention being to evade paying the tax
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amount which is due. To handle such a scenario, the provisions have been laid
down, which state that transfer of property will become void, wheribges is
a tax amount due to be paid.

However, the transfer will not be held as void, provided:
1 Transfer has been made for an adequate consideration

1  Transfer has been made in good faith, i.e. without any intention to cause
fraud

T  The taxpayer has not reged any notice regarding pending tax dues or
proceedings at the time of transfer

q Prior permission of the proper officer has been obtained

5. As per the provisions of recovery of tax in GST, any tax amount which is due,
including interest and penalty, witle the first charge on the property of the
defaulter, and will override all laws, except the Insolvency and Bankruptcy
Code.

6. If at any point in time, the commissioner is of the opinion, that the government
revenue is at stake, then he has the authtorftyovisionally attach any property

of the defaulting taxpayer. Such a provisional attachment will have a validity of
1 year.

7. Properties are generally treated as a temporary security for the purpose of
provisional attachment, especially when there strang suspicion that the
defaulter will abscond. That is the reason why the provision has been made to
include bank accounts also into such property and include them as part of
provisional attachment of property to protect revenue.

8. If the taxpayer fés for an appeal or revision against the notice of demand
received, then either of the following can occur, as far as the decision is
concerned:

1 Due Amount is Increased In this case, the commissioner will serve
another notice of demand for the differemrpount. The old amount will
anyway be covered by the notice issued earlier.

1 Due Amount is Decreased In this case, the commissioner will inform
the taxpayer about the reduction, and also apprise the authority with whom
the recovery of tax under GST ismakng. No new notice will be issued in
this case.

Arrears of tax to be recovered using various modes including detaining and sale
of goods, movable and immovable property of defaulting taxable person.

9.19 APPELATE AUTHORITY :

Any appeal under any law &n application to a higher court for a reversal of
the decision of a lower court. Appeals arise when there are any legal disputes.

The initial resolution of this dispute is done by a departmental officer by a quasi
judicial process resulting into the igsof an initial order known by various
namesassessment order, adjudication order, enatariginal, etc.
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GST Act defines the phrase fiadjudicat
to pass any order or decision under this Act, but does not incledsotrd, the

First Appellate Authority and the Appellate Tribunal. Thus, in a way, any
deci sion or order passed under the A

Steps of appeals under GST

Appeal | Orders passed by Appeal tod 9 - Sections
level of the Act

15t Adjudicating Authority First Appellate Authority | 107

2nd First Appellate Authority | Appellate Tribunal 109,110
31 Appellate Tribunal High Court 111-116
4t High Court Supreme Court 117-118

As per the GST Act, CGST & SGST/ UTGST officers are both empowtered
pass orders. As per the Act, an order passed under CGST will also be deemed
to apply to SGST. However, if an officer under CGST has passed an order, any
appeal/review/ revision/rectification against the order will lie only with the
officers of CGST. Snilarly, for SGST, for any order passed by the SGST
officer the appeal/review/revision/rectification will lie with the proper officer of
SGST only.

All appeals must be made in prescribed forms along with the required fees.

Fee will be T The full amount ofax, interest, fine, fee and penalty arising
from the challenged order, as admitted by appellant, ANDo of the
disputed amount

In cases where an officer or the Commissioner of GST is appealing then fees
will not be applicable.

Appeals cannot be made five following decisions taken by a GST officer
1 An order to transfer the proceedings from one officer to another officer
1 An order to seize or retain books of account and other documents; or
1 An order sanctioning prosecution under the Act; or
1 An order alloving payment of tax and other amount in installments

A person unhappy with any decision or order passed against him under GST
by an adjudicating authority can appeal to the First Appellate Authority

If they are not happy with the decision of the First Algpe Authority they
can appeal to the National Appellate Tribunal, then to High Court and
Supreme Court
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9.20 ADVANCE RULING AUTHORITY :

1. AAdvance rulingd means a decision provi de
Appellate Authority to an applicant on matterson questions specified in sub

section (2) of section 97 or subsection (1) of section 100 of the GGST Act, 2017,

in relation to the supply of goods or services or both being undertaken or

proposed to be undertaken by the applicant.

2. Section 100(1) ahe GGST Act, 2017 provides that the concerned officer,
the jurisdictional officer or an applicant aggrieved by any advance ruling
pronounced by the Authority for Advance Ruling (AAR), may appeal to the
Appellate Authority for Advance Ruling (AAAR). Thus ¢an be seen that a
decision of the Appellate authority is also treated as an advance ruling.

3. Both the AAR and AAAR are vested with the powers of a civil court under
Code of Civil Procedure, 1908, for discovery and inspection, enforcing the
attendancef a person and examining him on oath, and compelling production
of books of account and other records. Both the authorities are deemed to be a
civil court for the purposes of section 195 of the Code of Criminal Procedure,
1973. Any proceeding before theithority shall be deemed to be judicial
proceeding under section 193 and 228 and for the purpose of section 196, of the
Indian Penal Code, 1860. The AAR and AAAR also have the power to regulate
their own procedure.

4. The following matters/ questions sgisd in Section 97(2) & Section 100(1)
of the GGST Act, 2017 passing order by AAR/ AAAR

(a) Classification of any goods or services or both

(b) Applicability of a notification issued under the provisions of GGST
Act

(c) Determination of time and value s@ipply of goods or services or
both

(d) Admissibility of input tax credit of tax paid or deemed to have been
paid

(e) Determination of the liability to pay tax on any goods or services or
both

() Whether applicant is required to be registered

(g9) Wheher any particular thing done by the applicant with respect to
any goods or services or both amounts to or results in a supply of
goods or services or both, within the meaning of that term.

9.21 ASSESSMENT:

Section 2(11) of the GGST Act 2017 defineseassment as the determination

of tax liability under this act and includes safflsessment, reassessment

provisional assessment, summary assessment and best judgment assessment. On

a broader sense, Oassessment o ered the esti mati
person i.e. amount of tax payable on value of goods or services or both supplied

by him.
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Self AssessmentSection of the 59 of the act every registered person shall self
assess the tax payable on supplied made during tax period and file the return of
each tax period as per section 39 of the GGST Act.

Provisional AssessmentSection 60 of the Act enumerates that the provisional
assessment is carried out in case where a taxable person is unable to determine
his value of supply or rate of taxes applieathere to the Proper officer may
within 90 days from the receipt of application along with required document
issue an order specifying the rate and value which tax has to pay on provisional
basis. In terms of the section 60(2) a registered person and bmexecute the

bond and furnish surety or security in the form of Bank Guarantee which shall
not exceeding 25% of the amount covered under the bond.

The proper officer shall determine the tax liability on provisional basis within
six months from the da of communication of the provisional assessment order
after taking into consideration such information as may be required for
finalising the assessment. Joint or additional commissioner may record in
writing the reason to extend the date of final assessmrder to further six
months maximum. The commission may extend the date for further period of 4
years. Thus, a Provisional assessment can remain provisional for a period of
maximum of 5 years.

The registered Person shall be liable to pay interesb onugh of the amount

of tax payable on provisional basis which remains unpaid on the date of payment
of taxes under section 60(4) of the act. A registered person shall be entitled for
refund if the amount of taxes paid on provisional basis exceeds the actu
liability determined on finalisation of assessment.

Scrutiny Of Returns: Once the registered person furnishes the return the
proper officer may scrutinize the returns and related particulars to verity its
correctness. If there is any discrepancy, betwde returns and available
information, the same discrepancies will be communicated to the registered
person for giving explanation on it. In terms of the section 60(3), if the registered
person fails to furnish any satisfactory explanation to the pmiffieer within

30 days from the date of communication of discrepancies, then the appropriate
action will be taken against the registered person as per Section 65, 66, 67 and
determine the dues or penalty if any as per Section 65, 66, 67 and determine the
dues or penalty if any as per Section 73, 74.

Assessment Of Non Filers Of ReturnsAs per Section 62 of the act empowers

the proper officer to make best judgment assessment If the registered person
fails to furnish the return under Section 39 or finalmewnder section 45 even

after submission of notice under Section 46. If the registered person fails to file
the returns as per the defined sections and rules or where a taxable person fails
to obtain the registration or Whose registration is cancelledreydare liable

to tax, then the proper officer assess the tax liability to the best of his judgment
and issues the order of best judgment assessment within a period of 5 years from
the date of Annual Return of the financial year to which tax not paadesel

The registered person wil|l be given
after issue of best judgment notice.

Assessment Of Unregistered Perso\s per Section 63 , a taxable person is
liable to be registered in accordance with the provisibthe Section 22 of

133



Section 24 but fails to obtain registration or whose registration has been
cancelled on account of circumstances mentioned in Section 29(2) but who was
liable to pay tax , the assessing officer may assess the tax liability to tlué best
his judgment for the relevant tax period and issue assessment order within five
years from the date of furnishing annual return i.e. 31st December following the
financial year to which the tax paid relates.

Assessment In Special Cases Under G$3ectian 64): As per Section 64 (1),

If the proper officer is having such evidences which proves that there is some
discrepancies in the tax liability, then he may with the previous permission of
the Joint Commissioner or Addl. Commissioner assess the taxtjiabilihe
interest of the revenue. Further, If the taxable person to whom the tax liability
is imposed is not ascertainable, then the person in charge shall be liable to pay
the assessed tax or any other dues.

9.22 AUDIT
Provisions of GGST ACT, 2017for audit:-
Section 2(13) of the GGST Act, 2017, defines

records, returns and other documents maintained or furnished by the registered

person under this Act or Rules made there under or under any other law for the

time being inforce to verify, inter alia, the correctness of turnover declared,

taxes paid, refund claimed and input tax credit availed, and to assess his
compliance with the provisions of this Act or

Accordingly,iT 6Auditdé i mplies
(a) Detaied examination of

(i) records,

(i) returns and

(iif) other documentsmaintained / furnished by a registered person, under
GST law/any other law or rules;

(b) For verification of correctness bf
(i) turnover declared,;
(i) taxes paid;
(iii) refund claimed;
(iv) input tax credit availed; and
(v) assessment of compliances with provisions of GST law and rules. 7

Thus, GST audit is not only for reconciliation of tax liability and payment
thereof but, it also encompasses the verification of compliairite provisions
of the GST Acts, laws etc. by a registered person.

Audit By Tax Authorities:
Sec. 65 of GGST Act, 2017:

(1) The Commissioner or any officer authorized by him, by way of a general or
a specific order, may undertake audit of any regidtperson for such period,
at such frequency and in such manner as may be prescribed.
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(2) The officers referred to in subsection (1) may conduct audit at the place
of business of the registered person or in their office.

(3) The registered person shat mformed by way of a notice not less than
fifteen working days prior to the conduct of audit in such manner as may be
prescribed.

(4) The audit under sufection (1) shall be completed within a period of three
months from the date of commencement ofatéit:

Provided that where the Commissioner is satisfied that audit in respect of such
registered person cannot be completed within three months, he may, for the
reasons to be recorded in writing, extend the period by a further period not
exceeding six onths.

Explanationi. For the purposes of this sglection, the expression
Acommencement of audito shall mean t
documents, called for by the tax authorities, are made available by the registered
person or the actual stitution of audit at the place of business, whichever is
later.

(5) During the course of audit, the authorized officer may require the registered
person,

() to afford him the necessary facility to verify the books of account or other
documents as he maequire;

(if) to furnish such information as he may require and render assistance for
timely completion of the audit.

(6) On conclusion of audit, the proper officer shall, within thirty days, inform
the registered person, whose records are auditedt &fe findings, his rights
and obligations and the reasons for such findings.

(7) Where the audit conducted under-sgigtion (1) results in detection of tax
not paid or short paid or erroneously refunded, or input tax credit wrongly
availed or utilisedthe proper officer may initiate action under section 73 or
section 74.

Provision for access to business premises and records for audgec. 71 of
GGST Act, 2017

(1) Any officer under this Act, authorized by the proper officer not below the
rank of JointCommissioner, shall have access to any place of business of a
registered person to inspect books of account, documents, computers, computer
programs, computer software whether reinstalled in a computer or otherwise
and such other things as he may reqamd which may be available at such
place, for the purposes of carrying out any audit, scrutiny, verification and
checks as may be necessary to safeguard the interest of revenue.

(2) Every person in charge of place referred to in-sediion (1)shall, on
demand, make available to the officer authorized undetseation(1) or the
audit party deputed by the proper officer or a cost accountant or chartered
accountant nominated under sectiod 66
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I. such records as prepared or maintained by the registerexh @erd declared
to the proper officer in such manner as may be prescribed;

ii. trial balance or its equivalent;
iii. statements of annual financial accounts, duly audited, wherever required;
Iv. cost audit report, if any, under section148 of the Congsafct, 2013;

v. the incomeaax audit report, if any, under section 44AB of the Income
taxAct,1961; and

vi. any other relevant record.

for the scrutiny by the officer or audit party or the chartered accountant or cost
accountant within a period not exdéagy fifteen working days from the day
when such demand is made, or such further period as may be allowed by the
said officer or the audit party or the chartered accountant or cost accountant.

Prescribed Rules for audit
Rule 101 of the State Goods Andr8ee Tax Rules, 2017:

(1): The period of audit to be conducted underseittion (1) of section 65 shall
be a financial year or part thereof or multiples thereof.

(2): Where it is decided to undertake the audit of a registered person in
accordance withhe provisions of section 65, the proper officer shall issue a
notice in FORM GST ADJ01 in accordance with the provisions of séztion

(3) of the said section.

(3): The proper officer authorized is conduct audit of the records and the books
of accountof the registered person shall, with the assistance of the team of
officers and officials accompanying him, verify the documents on the basis of
which the books of account are maintained and the returns and statements
furnished under the provisions of tAet and the rules made there under, the
correctness of the turnover, exemptions and deductions claimed, the rate of tax
applied in respect of the supply of goods or services or both, the input tax credit
availed and utilized, refund claimed, and othervate issues and record the
observations in his audit notes.

(4): The proper officer may inform the registered person of the discrepancies
noticed, if any, as observed in the audit and the said person may file his reply
and the proper officer shall finabzthe findings of the audit after due
consideration of the reply furnished.

(5): On conclusion of the audit, the proper officer shall inform the findings of
audit to the registered person in accordance with the provisions-sestibn
(6) of section 6%5n FORM GST ADTFO02.

Maintenance of accounts and recordsSection 35 of GGST Act, 2017 read
with Rule 56 of GGST Rules 2017 provides for maintenance of accounts and
records by registered person. Further Section 36 of GGST Act and Rules 57 and
58 of GGST Rugs may also be referred in this regard.

Calling for documents from the registered taxpayer The auditor shall
intimate the date of conduct of audit by writing a letter in form GST ADO1 at
least fifteen days prior to the conduct of audit and also requeptduiding
records / documents which are necessary for conducting audit. In case the
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Registered Person does not respond to the letter, a reminder should be issued
within reasonable time. In case the registered person is not volunteering to
submit the samen the basis of letters issued by the auditor, another letter
should be issued giving details of penal provisions contained in Section 122,
123 and 125 of the GGST Act, of not complying with the request of the
department to facilitate conduct of Audit. Wever, in case the Registered
Person fails to comply then action under above sections of GGST Act may be
taken and a selfontained note may be sent to the Commissionerate for taking
appropriate/ necessary action against the Registered Person. Furtietatise

of such registered persons should be forwarded to the respective Divgsions
inclusion in the Risk Parameters so that, in future the said person may be
identified for audit on priority. Details of said person may also be provided to
the concerneduthorities to downgrade his GST compliance ratings.

9.23 COMPENSATION TO STATES: The Goods and Services Tax
(Compensation to States) Act, 2017 provides for compensation to the States for
the loss of revenue arising on account of implementation of thdsgand
services taxCompensation will be provided to a State for a period of five

years from the date on which the State brings its SGST Act into forc&or

the purpose of calculating the compensation amount in any financial year, year
201516 will be asamed to be the base year, for calculating the revenue to be
protected. The growth rate of revenue for a State during thgdiaeperiod is
assumed be 14% per annum. The base year tax revenue consists of the states
Otax revenues from:

(1) State Value Addedax (VAT),
(i) central sales tax,

(i)  entry tax, octroi, local body tax,
(iv)  taxes on luxuries,

(v)  taxes on advertisements, etc.

However, any revenue among these taxes arising related to supply of alcohol
for human consumption, and five specified petroleum pradweiil not be
accounted as part of the base year revenue. A GST Compensation Cess is levied
on the supply of certain goods and services, as recommended by the GST
Council to finance the compensation.

The GST compensation payable to a State shall besprogily calculated and
released at the end of evawo months, and shall be finally calculated for
every financial year after determination of the actual revenue collection of the
State in terms of Section 7(3)(b) of the Goods and Service Tax (Compensati
to States) Act, 2017 and, as audited by the Comptroller and Auditor General of
India (CAG).

In case, any excess amount has been released as GST compensation to a State
in any financial year during the transition period, as per the CAG audited figures

of revenue collected, the excess amount so released shall be adjusted against the
GST compensation amount payable to the State in the subsequent financial year.

9.24 E-WAY BILL SYSTEM : The introduction of avay (electronic way)
bill is a monumental shifteém t he earl i er "Depart men
" S e-IDEclaration Model. It envisages onavay bill for movement of the
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goods throughout the country, thereby ensuring a hassle free movement for
transporters throughout the country. Theay bill systemhas been introduced
nationwide for all interState movement of goods with effect from 01.04.2018.
As regards intraState supplies, option was given to States to choose any date
on or before 03.06.2018. All States have notifietlagy bill rules for intraState
supplies last being NCT of Delhi where it was introduced w.e.f. 16.06.2018.
New features in the-ay bill system have been introduced such as the auto
calculation of distance based on PIN codes for the generatieoway bill and
blocking the genation of multiple eway bills against one invoice.

9.25 ANTI- PROFITEERING MECHANISM : Any reduction in rate of
tax or the benefit of increased input tax credit should be passed on to the
recipient by way of commensurate reduction in prices.

National Arti-profiteering Authority (NAA) has been constituted under GST by
the Central Government to examine the complaints ofpamsing the benefit

of reduced tax incidence. The Authority shall cease to exist after the expiry of
two years from the date on whithe Chairman enters upon his office unless
the Council recommends otherwise.

The Authority may determine whether any reduction in the rate of tax or the
benefit of input tax credit has been passed on to the recipient by way of
commensurate reduction in pes. It can order reduction in prices, imposition

of penalty, cancellation of registration and any other decision as may deem fit,
after inquiry into the case.

(Audit Checks & Annexure for audit of Goods & Service Tax is appended
in Annexure-l & | -A)

Annexure-l
AUDIT CHECKS FOR GST :

At present as per instructions of the AMIG(Hqr-1) the following audit checks
are to be followed during the course of local audit in the State Tax Department

[. TRAN -

The sample size of TRAN returns completed by the partment to be audited
is shown as unde(Minutes of July 2018 MM)
a. 100 per cent cases where input credit on closing stocR@slakh and

above

b. 10 per cent cases where input credit on closing stocKLi3 lakh or more
but less than 20 lakh

c. 02 per cent all cases where input credit on closing stock is bel®iakh

Il. Refund

While verification of GST refund cases, the foliogy conditions of the process
adopted by the State Tax Department in sanctioning of GST refund should be
analysed properly:

Whether it is given through IT module of the Department or manually
Whether refund allowed is entered in and reflected in the GSTN
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Whether system restricts double payment of refund

Whether refund is claimed under SGST and CGST on same transactions on
duplicate documents

Any irregularities noticed must be brought to the notice of the Department and
may be incorporated in IR.

[ll. Registration

Issues relating to grant of registration under GST with reference to provisions
of the GGST Act/ Rules may required to verify and any lapses noticed should
be brought to the notice of the Department and may be incorporated in IR.

ANNEXURE-I (A)
CHECKS TO BE APPLIED DURING AUDIT OF GST
. REGISTRATION OF DEAL ERS

Sl. Description of audit checks Remarks
No.

01 Whether the dealer has applied for new registration ui
GGST or migrated from VAT regimes?

02 The persons who have applied for new regigin, had appliec
immediately for registration on exceeding the specif
threshold limit? If not, whether appropriate action is taker
the department and GST on supply exceeding specified
has been recovered?

03 Threshold limit should be takefrom all the places o
businesses of the dealer with the same PAN. It can be ve
with reference to ITR of the same PAN holder.

04 Whether the details provided in the GST Registral
Certificate with the actual principal place of busing
additiond place of business, partners/ directors details
correct, HSN given are relevant one, address mentiont
correct, proper documentation is there for the author
signatories?

05 | Whether there are any casual registration tg
during the audit peod and they are surrendered?

06 Whether The casual/nonesident taxable person makes
advance deposit of tax for an amount equivalent to estirr
tax liability for the periodor which registration was sought”

07 It should be seen that extensionfiarther 90 days is supporte
by sufficient cause shown by the taxable person.

08 It should also be seen whether casual/remident taxable
person has deposited additional amount of tax equivalent t
estimated tax liability for the extended period?
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09 Whether all the required/prescribed information/docume
have been submitted by the applicant seeking amendme
registration?

10 Whether opportunity has been given to the person before
rejection of amendments fully or partially by the proper
officer

11 Whether liability of the taxable person to pay tax and o]
dues for any period prior to the date of cancelation, have
recovered?

12 Whether the registered person whose registration is canc
by the proper officer on his own motiorapplied for
cancellation within thirty days from the date of service of
cancellation order?

13 Whether All the applications received for revocation of
cancellation of registration is dealt by the Proper Officer a;
prescribed in Rule

14 Whether deisions on such applications are taken only &
giving the opportunity of being heard to the applicant?

I. SUPPLY
Sl. Description of audit checks Remarks

No.

1 Whether the items are classified as Taxable, Exempted
Rate as per Law?

2 Whether all he transactions carried out by the client and ch
if they fall under the scope of supply and tax is levied on tl
accordingly or not?

3 Whether interstate supply is properly determined?

4 Whether intra state supply is properly determined?

5 Whethe the supplies made to SEZ or SEZ Developers
actually Zero Rated supplies or not?

6 Whether LUT is applied and in place for the supplier to SE]
SEZ Developers on without payment of taxes?

7 Whether the composite supply is principle of taxabily
implemented or not?

8 Whether the supplies are classified as mixed supplies or n

9 Whether the tax rate is levied accordingly or not in casi
mixed supplies?

10 Whether the tax rate is applied properly in case of advi
received for supplyf goods or services having different t,
rates?

11 Whether on the receipt voucher is tax is levied correctly if
place of supply is not known at the time of receipt of adve
from the customer?

12 Whether the classification of supply of goods aedvices is

carried out correctly or not?
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TIME OF SUPPLY

Sl.

No.

Description of audit checks

Remarks

Whether Time of Supply is followed correctly for the inwe
supply of goods or services from unregistered taxpayer:
receiver charge?

Whetherthere any transactions for Time of supply where go
are sent on sale or approval? If yes, check if documentati
carried out accordingly.

Whether the provisions of Time of Supply is followed for {
issue of tax invoices for supply of goods onveees?

Whether the provisions related to Time of Supply are folloy
for the Continuous Supply.

Whether the provisions are followed correctly for the issu
voucher as per the provisions of Time of supply

V.

CLASSIFICATION

Sl.

No.

Description d audit checks

Remarks

Whether the goods are classified correctly as per the Cug
Tariff Act?

Whether the services are classified correctly as per
Notification No 11 of Central Taxes dated 28th Jun 2017.

Whether the tax rate is applied tme goods are services
followed as per the relevant notifications from time to time

Whether the classification of goods/services have |
changed in GST regime as compared te@& regime to take
advantage of lower rate of tax

(PAN India or Stat Level Data analysis can be done us
Service Tax/Central Excise/VAT classification and compal
it with classification adopted under GST);

Whether classification of goods/services have been cha
after reduction in rate of tax to take advantafjlower rate of
tax

(For this also, to identify cases to be checked, queries cg
run on classification before and after rate change for tl
goods/services that underwent rate change);

In case of composite supply under GST, whether the tax rg
principal goods/services have been applied on the w
transaction or not?

In case of mix supply under GST, whether the highest ra
tax have been applied on the whole transaction or not?

Whether the exemption available on a particular goodise
is taken correctly or not i.e. all the conditions of exempi
notification are fulfilled or not?
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9 Whether the top five goods/services as mentioned
registration details, feature in returns filed by the assess|
not. If not, this could be wk to misclassification of
goods/services?

10 Whether any intermediate goods/services have been suy
and whether the classification of these goods were consic
for tax purposes?

11 Whether the classification of each product has been r
separtely when the supply of such product is independent
all by products, scrap etc.?

12 Where there is ambiguity in the description and nature of gt
supplied, whether necessary reference has been made
Rules of Interpretation of Customs Taidf§ applicable to GS]
Tariff ?

V. VALUE OF SUPPLY

Sl. Description of audit checks Remarks

No.

1 Check if the provisions of Section 15 are followed for the ve
of Supply or not?

2 Check if any discounts are given post supply and verify|
GST implicatons if the same is not documented in the Si
agreement or contracts or sales orders, etc?

3 Check the process followed for the internal consumption
determining the valuation?

4 Check the pricing followed for the branch transfers?

5 Check if allthe taxes are levies other than GST are include
the valuation of Goods or Services?

6 Check if there are any agreements for pure agents, if veri
the process is followed for the pure agents as per the provi
of the law

VI. PLACE OF SUPPLY

Sl. Description of audit checks Remarks

No.

1 Whether the Place of Supply is determined correctly for
Inter and Intra state transactions are per the IGST Act on in|
and outward supplies.

2 Whether the all the conditions given are fulfilled to qtyatihe
transaction as Export of Goods or services.

3 Whether there are any import of goods / services, verify i
the provisions are met.

4 Whether there any Zero rated supplies, if yes all the condit
are full filled or not?

5 Whether there arany High Sea Sales and how the place

supply is determined and the provisions are met according
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6 Whether the client is having any intermediary supplies ul
GST and all the conditions are fulfilled?

7 Whether the place of supply provisions éo#owed for the
purchase and sale returns?

8 Whether the conditions for the location of supplier &
recipient are met as per the provisions of the law and pla
supply is determined accordingly.

9 Whether the place of supply is determined colyefdr the
supplies to SEZ / SEZ Developers.

VII. INPUT TAX CREDIT (ITC)

Sl. Description of audit checks Remarks

No.

1 Check if input tax credit is availed only on the receipt of go
or services only.

2 Check if the input tax credit is availed on ret¢e&iporiginal tax
invoice only.

3 Check the eligibility of input tax credit claimed?

4 Check if there are any transactions on which input tax cre(
not availed?

5 Check the amount of input tax credit claimed reflec
correctly in the GSTR 3B?

6 Check if there any inputs used for both taxable and exem|
supplies?

7 Check in the above case the input tax credit is reversed ¢
the provisions of the law.

8 Check if matching is done between the GSTRA and the
purchase register.

9 Check the input tax credit is accounted under the head in
services, capital goods, import of good and services corr
in the books of accounts.

10 Check process followed for the reversal of input tax cred
case where the capital goods are smtbre the completion o
the life of the asset?

11 Check if there are any invoices which are not paid within
days? If there any, check the reversal of input tax credit is |
and interest is paid

12 Check the tax invoices, Debit / Credit noteseiged from the
supplier are as per the provisions of the law?

13 Check if the input tax credit is availed, the GSTIN is mentio
correctly on the supplieréd

14 Check if there is any credit which is availed is falling under
blocked nput tax credit

15 Check if there any transition credit availed in GST TRAN
if yes is the assessment is complete

16 Check if there is any input tax credit availed form transit
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from Composition taxpayer to regular tax payer.

17 Check whether dries in Inward supplies records for inpt
tax andreconciledwith Invoices from the vendors?

18 Whetherthe inward supplies records with Monthly return ¢
ascertained reasons for variations, if any?

19 Whether monthlyreturn is tallied withlnput tax credit
receivablejf any?

20 Whether input tax credit is availed on capital goods? If |
whether credit is reversed as per Rule 43 of
the CGST Rules?

21 Whether of input tax credit for the goods sent for job wor
reversed?

22 Whether input dax credit availed is debited to recoveral
account for availing reredit?

23 Whether the supplier has availed both benefits of deprecii
and input tax credit?

24 Whether Inputtax creditis reversed againstthe receiptof
Credit Note?

25 Whetherinput tax credit is bifurcated in to eligible, ineligibl
blocked and common credits?

26 Whethethe commoncredits are reversedsper Rule
42 ofthe CGST Rules?

27 Whether reconciliation of input tax credit between GSTR
and GSTR 2A is done?

28 WhethetransitionalCredit is availedas per the provisions of
the law?

29 Whetherany ineligibletransitionakreditis reversed as per
the law?

30 Any Reversabf Input Tax Credit for changén scheme from
compositionto Regular?

31 Whetherseparateegistrationis takenas perthe Provisions of
law for Input Service Distributor?

32 Whether any tax is payable under reverse charg®btained
separatdRegistration?

33 Whethereligible and ineligible inputax credit isapportioned
as pe the GSTlaw?

34 Whetherthe calculatiorof Turnover for allocatinghe input
tax creditis asperthe law?

35 Whether the ISD invoice containing the relevant particulat
issued correctly as per the provisions of the law?

36 Whether Inward supmi received from unregistered persg
liable to reverse charge on which tax is paid & ITC ava
have been reversed?

37 Whether any input tax credit in respect of goods/Services

been restricted in terms of Section 17(5) of the CGST Act
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38 Whethe input tax credit availed are in respect of use in col
or furtherance of business?

39 Check the inward supplies records with Monthly return an(
ascertained reasons for variations, if any?

40 Whether input tax credit is bifurcated in to eligibieeligible,
blocked and common credits?

41 Whether ITC has been reversed on purchases made

cancelled/abnitio cancelled dealers?

VIll. REVERSE CHARGE

Sl. Description of audit checks Remarks

No.

1 Check if reverse charge tax is paid under 9(4) ®GBST Act
2017 up to 12th October 20177

2 Check if any taxes are paid under reverse charge on no
supplies under Section 9(3) and 9(5) of the CGST Act 20!
duly paid?

3 Check if the payment for revers charge is made correct|
not?

4 Checkif input tax credit on reverse charge payment is take {
in cases it is eligible?

5 Check all the conditions for the reverse are fulfilled or not?

6 Check if the payment voucher is issued for payment of rey
charge

I REFUND

Sl. Description é audit checks Remarks

No.

1 Whether refund application was filed within due time by thi
eligible person?

2 Check if all the refund applications flied are processed for
refund or any applications are still pending

3 Whether the Proper Officer had scrutied the refund
application within 15 days ensuring compliance of all
conditions prescribed under Act/Rules?

4 Whether acknowledgement/deficiencies were communicatf
to the assesse within 15 days?

5 Whether the Proper Officer had intimated the applitafite
fresh application in cases where deficiencies were noticed

6 Whether refund application had all supporting documents,
certificates of Chartered Accountants/Cost Accountants w|
required, attached with it as per prescribed provisions?

7 Wheter in the case of refund of unutilized input tax credit,
debit entry of the amount is attached with the claim of refu

8 Whether the Department has ensured that, as per Notifica

No. 15/2017Central Tax (Rate), no refund of unutilized ITC

has beemllowed under sulsection (3) of section 54 of the
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said CGST Act, in case of supply of services specified in s
section (b) of item 5 of Schedule Il of CGST Act

Whether Bank Realization Certificate (BRC) was issued fag
granting of refunds of export services

10

Whet her before granting pr
background was checked in respect of any offence commi
under the Act or under an existing law for tax evasion
exceeding 2.50 lakh

11

Whether provisional refund was sanctioned within seven @
from the acknowledgement

12

Whether the Department had exercised all the checks befi
sanctioning the refund claims

13

Whether refund claimed for wrong tax paid, was sutijec
provision of unjust enrichment

14

Whether refund claim was disposed off within time

15

Whet her before crediting a
accounts, it was ascertained that there was no outstanding
demand pending against the assesse unddécthar an
existing law

16

Where any amount of refund is withheld, the assesse had
informed of the reasons for withholding of refund amount

17

Whether interest which was payable due to belated dispog
refund claim had been paid in all cased aether the reaso
of delay were recorded and all efforts were made to avoid
delay and resultant payment of interest

18

Whether the Returns filed for refund have been appropriat
accounted in the books of account

19

Whether rejection for refund hagen recorded appropriately

20

Whether Refund rejected has beeftmedited to Electronic
Credit Ledger

21

Whether three Registers as envisaged in the Circular
17/2017#GST are being maintained by the Office of {
jurisdictional proper officer, ahare complete in all respects

22

Whether timeliness as specified under the rules were adt
to in regard to FORMS GST RFD 02 to FORMS GST RFDC

23

Whether the refund order issued either by Central
Authority or the State Tax Authority was comnicated to the
concerned countgrart tax authority within prescribe
timelines of three days. Reasons for delay, if any may be ¢
for

24

Whetherthe minimum threshold limit of less than 1000 was
adhered to

25

Whether the refund arising out of existing law was paid as
the existing law and were made in cash and were not alloy
asITC
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26

Whether in case of refund of ITC in case of inverted ¢
structure, the formula pseribed under Rule 89(5) had be
adopted for granting maximum refund amount

27

Whether adjustment of any outstanding demand against re
was done in terms of rule 92(1)

28

Whether any amount was withheld from the refund in term
rule 92(2), the pper officer passes such orders in prescri
form informing the registered person the reasons for ¢
withholding

29

Whether refund of input tax credit in case of zero rated su
was granted as per the formula envisaged in rule 84(4)

30

Whether réund claim under rule 95 of CGST Rules, 2017 v
accompanied by all the supporting documents

31

Whether all such invoices were above five thousand limit
had all the details as prescribe in rule 95(1) of CGST R
2017

32

Whether all returns werkled by casual/nomesident taxablg
person before refunding excess advance tax

33

In case of refund of integrated tax paid on goods exported
of India, confirmation from Customs authorities had been
received

34

In case of export of services undéond or letter of
undertaking, the applicant had given the undertaking to pa
refund amount with interest in case of Foifillment of export
obligations

35

Whether the Department had taken any action to confirm|
export of goods/services in casé export of goods/service
under bond or letter of undertaking

36

Whether any action to recover the refunded amount |
interest is initiated in case of ndexport of goods/services

37

In case of claim of refund of IGST for exports to Bhut;
whethe it was verified if such refund was paid/payable
Government of Bhutan and not to the exporter

38

Whether the Standing Committee on Consumer Welfare
had been constituted according to the provisions of the Ac

39

Whether all the amount due hadédn credited to the Fund h:
been credited

40

Whether the amount is debited from the fund, only after
fulfilling the conditions as prescribed

41

Whether before granting any amounts to any agency
organization background checks as prescribed in ru(&) Df
CGST Rules, 2017 had been carried out or not

42

Whether refund amount was paid by the PAO on time

43

Whether the manufacturer who is an exporter has filed Ex
General Manifest

44

Whet her as per CBE C&ST dated
15.03.208, in refund case, lower of the invoice value to
adopted
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X.

GOODS SENT TO JOB WORK

Sl. Description of audit checks Remarks

No.

1 Check ifall the provisions of Job Work are met?

2 Check delivery challan are issued when material is shipps
Jdb Workers Location?

3 Check if the Job Workers location is updated in the GST
Registration if the goods are shipped directly from the Job
Workers location?

4 Check if the goods which are shipped prior to the rollout o
GST are returned back within 6 mths from the date of
rollout of GST?

5 Check the Job Worker is endorsing the challans before thg
material is being returned back to the assesse?

6 Check if the delivery challans are separately numbered fo
the challans issued for the Job Work?

XI. PAYMENT AND RECOVERY OF TAX, PENALTY AND INT EREST
Sl. Description of audit checks Remarks
No.

1 Whether the GST Liability is discharged on time or not?

2 Whether Interest is paid as per provisions of section 50 fo
delayed payment of taxes if any?

3 Whether the amount of tax collected is not more than the |
payable by the recipient or not?

4 Whether tax liability is discharged under the correct head;
and not discharged under wrong heads?

5 Whether any such cases, check refund is claimed or how
adjusted?

6 Whether the Proper Officer has serviced/issued notices at
three/six months prior to the time of three/five years as the
may be applicable.

7 In pending cases, whether the statement was issued for t
years subsequent to the pericovered in Show Cause Notic

8 In pending cases, whether the statement was issued fc
years subsequent to the period covered in Show Cause N

9 Whether the tax liability and interest payable by the taxpi
correctly ascertained by the PespOfficer before conclusiol
of proceedings ?

10 Whether the Proper Officer had issued an order under rul
142 of CGST Rules, 2017 after verification of the paymen
details ?

11 Payment is required to be made within 30 days of servic
notice. If rot paid, action taken by the Proper Officer may
verified.

12 Whether the Proper Officer checked the correctnesy
payment details from the electronic ledgers available on 7
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13

Whether in cases in which appellate authority/tribunal or C
conclucges that notice given under Section 74(i) is
sustainable, whether the Proper Officer determine the
under suksection 73(1) ?

14

Whether there exists a fool proof mechanism to ensure thg
collected is deposited in Government account immediatel|
may be kept in view that for this purpose there is no time |
for issue of notice to make recovery ?

15

If not paid, whether the recovery proceedings had I
initiated by the Proper Officer against the assessee.

16

Whether payment of the chirmed demand by the assess
within three months of the order is monitored.

17

Whether Proper Officer had followed the prescribed prof
for recovery of confirmed demand as laid down in Sectior
of the CGST Act, 2017.

18

In case any assessee ip@akkd extended time or permitted f
payment of confirmed demands in instalments by
Commissionerate. Whether:

Commissioner recorded the reasons in file.
No. of instalments restricted of 24 or less
Such permission is subject to payment of interest

Timely payment of instalment monitored and action to
recover full amount initiated in case of default of any one
instalment on its due date

19

Whether the notice of demand has been served where tf
demand confirmed is enhanced in appeallrevis
proceedigs. In so far as the amount already confirmed p
to disposal of appeal/revision, the recovery proceedings
be continued from the stage at which such proceedings
immediately before such disposal of appeal/revision.

20

Check if the liability @ per the GSTR 3B is matching with
liability as per GSTR 1 and the sales register or not?

21

Check if there is any interest payment on delayed paymel
discharged or not?

22

Check the liability for GSTR1 matching with the liability as
per GSR1 9 filed.

23

Check all the amendments to the invoices are getting
reflected in the GSTR 1 and GSTR 3B correspondingly if
any
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| so Refer the CAGO6s Office

on various topics issued from time to timeand forwarded by

E-Mail to field parties

1.

~N o O~ WO

8.
G
9.

Compensation cess/ fund in GST

. Demand and Recovery process in GST

. E- commerce provisions in GST

. Classification provisions in GST

. Refunds provisions in GST

. Registration provisions in GST

. Time place and vale of supply of Goods and service.

Audit by Tax Authorities and special audit and Assessment in

ST.

"Offence and Penalty provision in GST" and "Appeal and

revision in GST" and etc.
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Section |l

VALUE ADDED TAX

ENACTMENT OF THE GUJ ARAT VALUE ADDED T AX ACT, 2003.
The levy of VAT in the Gujarat State is based on and is regulated by:
(a) Gujarat Value Added Tax Act, 2003

(b) Gujarat Value Added Tax Rules, 2006

(c) The Central Sales Tax Act, 1956

(d) The Central Sales Tax (Registration and Turnover) Rules, 1957
(e) The Central Sales Tax (Gujarat) Rules, 1970

() Gujarat Motor Spirit Cess Act, 2001

(g) Gujarat Motor Spirit Cess Rules, 2001

(h) The Gujarat Tax on Entry of specified Goods into Local Area Act, 2001.

SCOPE OF DEPARTMENTAL INSTRUCTIONS

Departmental circulars have no statytwalue. A construction placed by the
executive Government cannot bind Audit or a Tribunal or a gudsiial
Tribunal. They are merely administrative directions issued by the Executive and
must be within the ambit of the laws and the rules.

1. BASIC FEATURES OF THE GUJARAT VAT ACT

The Gujarat VAT Act, 2003, was enacted and came into force with effect from
1-4-2006. This Act contemplates levy of tax on sales or purchases of various
goods by dealers who carry on business in the State. This Act has three
Schediles. Schedule | comprises all tax free goods. Section 5 of the Act governs
this Schedule. Schedule Il contains list of various goods which attract VAT and
Schedule 11l contains goods which attract tax on petroleum product. Section 7
of the Act governs tlsiSchedule. The Act envisages composite system of levy
of tax. The Act also contemplates levy of purchase tax on the purchase of goods
under certain circumstances.

After implementation of GST, in the principal Ac{vide GUJARAT ACT NO.

26 OF 2017 may bealled the Gujarat Value Added Tax (Amendment) Act,
2017) Schedule | and Schedule Il shall be deleted and for Schedule l1ll, the
following Schedule shall be substituted, namely:
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SCHEDULE 11l
(see section 7))

GOODS, THE SALE OF WHICH IS SUBJECT TO TAX AND RATE OF TAX

Sr.No. Description of goods Rate of Tax
1 High Speed Diesel Twenty-four paise in the
rupee
2 Motor spirit(commonly known a] Twentysix paise in the
petrol) rupee
3 Petroleum Crude Five paise in the rupee
4 Aviation Turbine Fuel (Dyt Paid) | Thirty paise in the rupee
5 Aviation Turbine Fuel (Bonded) Thirty-eight paise in thg
rupee
6 Natural Gas Fifteen paise in the rupee
7 Alcoholic  Liquor for human Sixty-five paise in the rupe
consumption

1 VAT is a modern and progressive form afess tax. It is a multipoint tax with
provision for granting seaff or credit of the tax paid on the purchases to be
utilised against the tax payable on
the difference between the sale price and the purchase Gwods pass through
various stages in the manufacturing and the distribution chain till they reach the
consumer. At each stage, some value is added. VAT works on the principle of
tax on the value addition at each such stage. VAT is payable, wheistbale
of taxable goods by a registered dealer within the state in the course of his
business. The tax so charged or collected is shown separately in the books of
accounts and should not form a part of the turnover of the dealer. The flow chart
given bebw explains the concept of VAT in a simple manner.

Raw Material Sale Price 100 Manufacturer B
Producer A —| VAT10% ( 10) [—
Sale Price 180 Sale Price 150

Wholesaler C [¢—

A

VAT 10%

VAT 10%
Total VAT 15

Total VAT 18

Sale Price 200

A
Retailer D —>| VAT 10%

—»| Consumer E
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Some important changes made in VAT are as under:

Tax under VAT has been levied on sale at every stage instead of single point
levy in sales tax.

There is no provision of Rege&sted Dealers resale in VAT as input tax credit
system has been introduced in VAT.

Input tax credit has been allowed in VAT system on purchase of raw materials,
packing materials, consumable store, capital goods for utilising the same
towards payment of optit tax.

In Sales tax, set off was allowed in restricted manner, but in VAT system, input
tax credit is allowed even on capital goods but subject to certain conditions.

Taxable goods under sales tax were classified under 195 entries. In VAT system
there ae only 87 entries in Schedule Il and 6 entries in Schedule IIl.

Slab of rate of tax was numerous in sales tax but in VAT, there are mainly three
slabs i.e. 1%, 4% and 12.5%, plus additional tax.

Unlike sales tax, checks by the Department have beenctedtunder VAT.
There is no provision of cepiercentassessment under VAT. Self assessment
has also been introduced. Provisions for imposing penalty have been widened
in VAT system.

2. IMPORTANT DEFINITION S

The VAT Act is a law which empowers Governmémtlevy tax on sales or
purchases of goods affected by dealer who carries on business. Therefore, it is
necessary to understand certain important terms. Such as dealer, business,
goods, resale, manufacture etc. Certain important terms are briefly explained
below for benefit of members of audit party. Provisions of bare Act, Rules and
notifications are not reproduced below so as to make the field parties habituated
to refer to the provisions from bare Act and Rules.

Additional Tax: Section 2(1A)

Levy of addtional tax is governed by Section 1(A) of section 7 or sub section
(6) of section 9. The additional tax is chargeable freda2D08.Two and half

paise in the rupees on the goods specified in the entries at serial numbers 25,
46B, 48A, 49A, 49B, 51A, 76A ah87 is leviable whereas one paisa in the rupee

on the goods specified in other entries except in entry at serial number 13 in
Schedule Il is leviable on goods specified as declared goods and under Section
2(11) of the Act. With effect from 11.4.2014, amoinal tax is also leviable on
declared goods at the rate of one paise in the rupee.

Business: Sectior2(4)

This term is divided into 2 clauses. As per clause (i) the term includes any trade,
commerce or manufacture or any adventure or concern in thes rodttrade,
commerce or manufacture whether or not such trade, commerce, manufacture,
adventure or concern is carried on with motive to make profit or gain and
whether or not any profit or gain accrues from such trade, commerce,
manufacture, adventure oorcern. In other words, even if the intention of an
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activity is not to earn profit, such activity still falls within this definition. Clause
(i) includes of any transaction of buying or selling or supplying of goods which
is ancillary or incidental to aesulting from such trade, etc.

Dealer: Section2(10)

ADeal er ¢ means any persons who, for the purpc
engagement in or, in connection with or incidental to or in the course of his
business buys, sells, manufactures, makes sgppl@istributes goods, directly

or otherwise, whether for cash or deferred payment, or for commission,
remuneration or other and includes the persons listed in (a) to (h) of sub section
2(10). However, Agriculturist who sells exclusively agricultural pic@grown

on land cultivates by him personally, an individual who sells exclusively any
fish or any sea food caught by him personally or by any member of his family
on account of or on behalf of such individual and a charitable, religious or
educational igtitution carrying on the activity of manufacturing, buying, selling

or supplying goods, in performance of its functions for achieving it avowed
objects are not in the nature of business.

Declared Goods: Sectior2(11)

These are the goods enumerated iniSedt4 of the CST Act, 1956. By virtue
of Section 15 of the CST Act, 1956, tax is to be levied at one stage at a rate not
exceeding 4% + 1% additional tax from-42011.

Goods: Section2(13)

All kinds of movable property with the exception of newspapetioaable
claims, electricity or stocks, share or securities is treated as goods. It includes
all materials, articles and commodities and every kind of property (whether as
goods or in some other form) involved in the execution of works contract, all
intangible commodities and growing crops, grass, standing timber or things
attached to or forming part of the land, which are agreed to be severed before
sale or under the contract of sale.

Person: Section2(15)

Since the person who carries on business islarjéas necessary to understand
this term. It includes (1) Individual (male or female) (2) Legal person (3)
Company (4) An association of persons (5) Body of individuals (6) A society
(7) A club (8) Joint family or HUF (9) A firm (10) A local authority/1) Central
Government (12) State Government.

Registered Dealer: Sectior2(20)

NRnRegi stered deal er o means deal er registered
certificate of registration granted or deemed to have been granted under this Act.

Resale:Section2(21)

AfResal ed means a sale of purchased goods (i)
were purchased or (ii) without using them in the manufacture of any goods or
without doing anything to them which amount to or results in a manufacture.

Sale: Sectior2(23)
i S a hearts a sale of goods made within the State for cash or deferred payment
or other valuable consideration and includes,

154



(a) Transfer, otherwise than in pursuance of a contract, of property in goods
for cash, deferred payment or other valuable consideration,

(b) Transfer of property in goods (whether as goods or in some other form)
involved in execution of a works contract,

(c) Delivery of goods on hire purchase or any system of payment by
instalments,

(d) Transfer of the right to use any goods for any pueesether or not for a
specified period) for cash, deferred payment or other valuable
consideration,

(e) Supply of goods by any unincorporated association or body of persons to a
member thereof for cash, deferred payment or other valuable consideration,

() Supply of goods by a society or club or an association to its members on
payment of a price or of fees or subscription or any consideration,

(g) Supply of goods by way of or as part of any service or in any other manner
whatsoever,

(h) Supply of good¥eing food or any other article for human consumption or
any drink (whether or not intoxicating) where such supply or service is for
cash, deferred payment or other valuable consideration,

(i) supply by way of barter of goods,

() Disposal of goods by a p®on in the manner prescribed in Explanation (iii)
to clause 10 but does not include a mortgage, hypothecation, charge or

pl edge; and t he words Asel | o0, i bt
grammatical variations and cognate expressions shall be construed
accordingly.

Explanation

() For the purposes of this <c¢clause, f

determined to be inside the State in accordance with the principles formulated
in sub-section (2) of section 4 of the Central Act;

(ii) for the purpose o ub cl ause (b) dAworks <cont
execution of works and includes such works contract as the State Government
may, by notification in the Official Gazette, specify;

(iif) every transfer of property in goods by the Central GovernmentStaty
Government, a statutory body or a local authority for cash, deferred payment or
other valuable consideration, whether or not in the course of business, shall be
deemed to be a sale for the purposes of this Act,

As definition ofnottinclede maortgage, hymotadcatian, d o
pledge or charge on goods, it is necessary to understand these terms.
(A) Mortgage

Section 58(a) of the Transfer of Pr c
transfer of interest in specific immovable property for theppse of security
payment of money advanced by way of loan, an existing or future debt or the
performance of an engagement which may give rise to a pecuniary liability.
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(B) Hypothecation

By hypothecation is meant a pledge without immediate change of posseéissi
gives right to the person making advances on the faith of it to have the
possession of goods if the advances are not paid at the stipulated time; but it
leaves to the owner of the goods hypothecated, the power of making such
payment and thereby friegy them from the obligation.

(C) Pledge

Under Section 172 of the India Contract Act, 1872 (IX of 1972) pledge is the

6Bail ment of goods as security for payment of
(D) Charge

Section 100 of the Transfer of property Act, 1882 sgaysat fAAwher e i mmovabl e
property of one person is by act of parties or operation of law, made security for

the payment of money to another and the transaction does not amount to a

mortgage, the | atter person is said to have a

Taxable Goods:Section2(29)

This clause does not define or list out any taxable goods. It says that goods other
than those whose sale or purchase is wholly exempt from tax by virtue of
Section 5 of the Act.

Year: See Sectior2(36)
Year means a financial year.
Zero Rated Sale: See Sectio’(37)

AZero rated saled means a sale of goods by ¢
registered dealer on which the rate of tax leviable shall be zero but tax credit on
the purchase related to that sale is admissible.

3. CHARGING SECTIONS
Sections 7 and 9 are charging sections.
These Sections are explained below:

9 As per Section 7(1) State Government shall levy the tax on turnover of sales
of goods specified in Schedule Il and IlI at the rate mentioned against each
entry and additiordax shall be levied under section 7(1A). Section 7(2) is
relating to power of the State Government to reduce rate of tax, omit or
amend any entry or part thereof in the Schedule Il or Ill, but the state
Government cannot enhance the rate of tax.

1 Sectiom(1) provides that purchase tax is to be levied on purchases of goods
from a person who is not a registered dealer at the rate applicable as
specified in Schedule Il or Ill.

1 Section 9(2) provides that a registered dealer purchasing sugarcane from a
personwho is not a registered dealer for use in manufacture of sugar or
khandsaris liable to pay purchase tax on purchase of such sugarcane at the
applicable rate.

9 Section 9(3) provides a person or a dealer who has purchased any taxable
goods under certificator declaration under the provision of VAT Act did
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not comply with the conditions therein, such person or dealer is liable to
pay purchase tax on turnover of such purchases at the applicable rate to
such goods in Schedule Il and IlI.

1 Section 9(4) providethat if a dealer purchase taxable agricultural produce
from commission agent holding lump sum tax permission and does not
resell such goods in Gujarat, purchase tax is payable on turnover of such
goods at the rate applicable to such goods.

4. RATE OF TAX ON PACKING MATERIALS: S EE SECTION 10

Where goods packed in any materials are sold, the materials in which goods are
so packed shall be deemed to have been sold or purchased along with the goods
and the tax shall be leviable on such sales or purchases ohtbgals at the

rate of tax, if any, as applicable to the sales or as the case may be, purchase of
the goods themselves.

5. SPECIAL PROVISION RE GARDING LIABILITY TO PAY TAXIN
CERTAIN CASES: SEESECTION 57

This Section speaks about liability of person undéfeint circumstances
irrespective of the facts whether the said person is liable to pay tax or not under
Section 3 of the Act.

1) If a registered dealer dies and if the business of the deceased is continued by
any person then that person shall be liablpayp all the tax dues whether
such tax, interest, penalty is assessed or not. If the business of the deceased
is not continued, then the tax dues would be payable by the heirs from the
estate of the deceased.

2) In case of partition of Hindu Undivided FamilldJF), all members of the
HUF are jointly and severally liable to pay tax, penalty etc. Similarly, if a
firm is dissolved, then partners of the firm are liable to pay the tax and if a
dealer transfers his business as a whole or in part then transferor and
transferee are jointly and severally be liable to pay tax.

6. REGISTRATION AND TAX LIABILITY

The registration of dealers is the first stage in the scheme of levy of VAT. Its
objective is to keep a complete record of the business activities of all dealers
who ae assessed to tax and to ensure that all dealers who are liable to
assessment under the GVAT Act are so assessed.

Obligatory Registration

(i) No dealer shall, while being liable to pay tax under this Act, carry on business
as a dealer unless he possessasid certificate of registration (Sec 21(1)).

The application for registration is required to be filed in Form 101 within 30
days to the registering authority. A dealer having one place of business shall
make an application for registration to registgriauthority within whose
jurisdiction his place of business is situated and where more than one place of
business shall make an application to the registering authority in whose
jurisdiction his chief place of business is situated. If the prescribedraytiso
satisfied that an application is in order, a certification of registration shall be
issued in Form 102. The dealer can apply for cancellation of registration for the
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circumstances mentioned in Section 21 and Section 27 within 30 days of
contingencyor event to the registering authority.

Dealers already registered under Gujarat Sales Ta§GST) Act

A dealer who is already registered under the GST Act shall be deemed to have
been registered under the GVAT Act from the date of its commencement and is
not required to seek fresh registration under GVAT Act (Section 23).

Voluntary Registration (Section22)

(i) Any person intending to commence or having commenced a business may,
notwithstanding that he is not liable to get registration under section 2%, appl
to the authority competent to grant registration in the prescribed form for
registration.

(i) The authority competent to grant registration, after making such enquiry as
it may consider necessary, may grant a certificate of registration in the
prescribeé manner from the date of application or as the case may be from the
date of commencement of business and the provisions of section 2t stadits
mutandisapply. The dealer has to deposits an amount of rupees twenty five
thousand in the Government Traas The dealer may, in his return to be
furnished in accordance with section 29 adjust the amount so deposited against
his liability to pay tax, penalty or interest payable by him.

Registration Under CST

Section 7 of the CST Act provides that every del@béie to pay tax under CST

shall within such time as may be prescribed for the purpose, make an application
for registration in the appropriate state as Central Government may specify and
every such application shall contain such particulars as mayekerired. If

the authority to whom an application is made in the prescribed form is satisfied
that application is in conformity with the provision of the Act and rules made
there under and the condition imposed has been complied with, he shall register
theapplicant and grant to him a certificate of registration in prescribed form.

Dealer Of Exempted Goods

A dealer exclusively dealing in exempted goods mentioned in first schedule is
not required to get registration under the GVAT Act. (Section 21(2)

Registration of Casual Dealer or An Auctioneer

Under Section 3(2) of the GVAT Act, every casual dealer or auctioneer shall be
liable to be registered if his taxable turnover of sales exceeds ten thousand
rupees and he shall be liable to pay tax in accordanceheitbrovisions of the

Act.

7. ITC CLAIMS OF ALL DE ALERS

Important provisions related to claiming of Input Tax Credit (ITC) by a
dealer are as follows:

1 The amount of tax credit shall be reduced by the amount of tax calculated
at the rate of 4% on the taxallenover of purchase within the State:

1 of taxable goods consigned or dispatched for branch transfer outside the
State,
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1 of taxable goods which are used as raw materials in the manufacture or in
the packing of in goods which are dispatched outside the, Siad

1 of fuels used in the manufacture of goods. (Sec. 11(3)(b))

ITC Reversal @ 2% For Inter State Sale§@1% w.e.f. 01.04.20%%vide
GHN-14 VAT-2014S.11(6)(4)TH dated 23-09-2014)

Input Tax Credit (ITC) will have to be reversed w.e.f. 1st July, 28012% of
taxable turnover of purchases within the state, of goods, other than Setedule
(13) goods (bullion etc.), for which tax credit is admissible, if the goods are
either sold/ resold in the course of interstate trade and commerce or are used as
input in the manufacture of goods, which are sold in the course of interstate
trade and commerce.

W.e.f. 0210 2010, no such reversal will have to be made for following goods
of schedule 1. a) Entry 13Bullion, etc. b) Entry 24 Cotton & Cotton waste,

Bidi Pan, timaru Pan c) Entry 48()viz Isabgul, Jira, Variali, Methi, Suva,
Ajma, Asalia, Kalingda seeds, Khas Khas, Dhana, Dhanani Dal & Paper. d)
Entry 54- Oildseeds, Peanuts, other taxable seeds & e) Entyifntru Leaves

or Beedi Leaves.

Where whold TC s hal l be reduced on ANatur
course of intesstate trade and commerce or consigned or dispatched for branch
transfer or to agent outside the Stdddotification No.(GHN-70>VAT-2016
S.11(6)(79TH dated 28 November, 2016)

Tax Credit shall not be allowed for purchase
1 made from any person other than a registered dealer under this Act,

1 made from a registered dealer who has been permitted under Sec. 14
(including 14A to 14D) to pay lump sum amount of tax,

made prior to theate of registration,
made during the course of intBtate trade and commerce,

of the goods (not being taxable goods dispatched outside State in the course
of branch transfer or consignment) which are disposed of otherwise than in
sale, resale or manuface,

1 of the goods specified in the Schedule | (goods exempt from tax) or the
goods exempt from whole of tax by a notification under Section 5 of the
GVAT Act,

8 @2% on Petroleum productsCrude oil, furnace oil, aviation turbine fuel, high speed diesel

oil, light diesel oil, solvent, petrol, low sulphur heavy stock, linerar alkyl benzene, bitumen,
liquefied petroleum gas and other petroleum products and & atas

Explanation:Ai Pet r ol eum productdo means any commodit
and shall include refined crude oil, processed crude petroleum, cracking stock, uncracked fuel
oil, fuel oil, treated crude oil residuum, casing head gasolineralagas gasoline, naphta,
distillate gasoline, kerosene, waste oil, blended gasoline, lubricating oil, blends of mixture of

oil with one or more liquid products or {products derived from oil or gas, and blends or
mixtures of two or more liquid products by-products derived from oil condensate; gas or
petroleum hydrocarbons; whethere herein enumerated or not
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1 of the goods and capital goods used in manufacture of goods specified in
the Schedule | or the gds exempt from whole of the tax by a notification
under Section 5(2) or in packing of goods so manufactured or in generation
of electrical energy including captive power,

1 of vehicles of any type and its equipment, accessories or spare parts (except
when he purchasing dealer is in the business of sale of such goods),

1 of the goods which are used as fuel in generation of electrical energy for
captive use or otherwise,

1 of petrol, high speed diesel, crude oil and lignite unless such purchase is
intended for reale,

1 of capital goods used in transfer of property in goods involved in execution
of works contract,

1 where original invoice does not contain the details of tax charged separately
by the selling dealer from whom goods were purchased,

made from a dealer whis not liable to pay tax under this Act,

made prior to the relevant date of liability to pay tax as provided in Section
3(3).

of the property or goods not connected with the business of the dealer,
of the goods which are used as fuel in motor vehicles,

of the goods for which right to use is transferred for any purpose,

= =4 4 -

made from a dealer after the name of such dealer has been published under
Section 27(11) or 97 of the Act,

1 of the goods which are remained as unsold stock at the time of closure of
the busiess,

9 of the goods purchased during the period when the permission granted
under Section 14(1)(a) remained valid under Section 14(1)(b),

1 where original or duplicate tax invoice is not available with the purchasing
dealer or there is an evidence that it was issued by the selling dealer
(Section 11(5))

1 where ITC has been claimed on purchase of capital goods, and the capital
goods are not used continuously for full five years in the State, the amount
of tax credit shall be reduced proportionately (Sectibi@}(b)).

8. COMPOSITION OF TAX

It is the payment of a lump sum tax as per Section 14, 14A, 14B, 14C and 14D
of the GVAT Act, 2003 in lieu of the amount of tax payable under Section 7 of
the GVAT Act, 2003. In case of dealers carrying specified busines#cthe
allows the dealer to pay lump sum tax calculated at certain percentage of the
turnover. These provisions are made to simplify the tax regime for such dealers.
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Types of Composition Schemes

The following category of dealers can opt for payment of lumgum tax in
lieu of regular tax:

T

T
T
T
T

8.1

Resellers,

Person executing Works contract,

A dealer purchasing agricultural produce,

A person receiving income of right to use the goods, and

Hotels, restaurants, caterers etc., who deals in sales of eatables.
RESELLERS OPTING FOR LUMP SUM TAX

Section 14 provides for payment of lump sum tax on total taxable turnover
for small dealers, who resell their goods to the consumers. Section 14
provides following conditions under which a dealer can be allowed to pay
lump-sum tax

T
T

Total turnover does not exceeBO lakh in the previous year.

Permission for payment of lump sum tax shall not be granted to a dealer
who:

Is an InterState trader or an exporter.

Purchased goods in previous year or purchases the goods in the course of
inter State trade or imports goods.

Effects branch transfer received in previous year or receives the goods
through Inter State branch transfer.

Was a manufacturer in previous year or is a manufacturer.

Has sold or purchased in previous year or made salgsrchases through
commission agent.

Is a works contractor or a dealer engaged in transfer of right to use any goods
for any purpose.

Permission for lump sum tax will remain valid till the dealer follows the
provisions of the Section and Rule, on congration; he shall be liable to
pay tax under Section 7 and 9.

Rate of lump sum tax applicable to such dealers ishaffgoer centof total
turnover.

Further, a lump sum tax permission holder shall not claim ITC, or charge
any tax in the sales bill, orgge tax invoice to purchasers.

In addition to lump sum tax, the dealer shall also pay purchase tax under
Sub section (1),(3) and (6) of Section 9 of the Act. Section 9(1) provides for
levy of tax on purchases from an unregistered dealer, Section 9(3)gsovi
for levy of tax on purchases against a certificate or declaration under any
provision of the VAT Act or earlier law, rule or notification where the
conditions specified in the said certificate or declaration are not complied
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with. Section 9(6) providegor levy of additional tax on turnover of
purchases liable to tax under ssdxtion (1) and (5), wherever prescribed

1 The dealer shall follow the following procedure to obtain permission for
composition of tax:

1 Application form for payment of lump sumxtan Form210 shall be
submitted by a registered dealer to the CTO concerned. Rule 28(1).

9 Decision on permission or rejection of application shall be communicated
to the dealer within fifteen working days. Rule 28(4)

The permission shall be granted in Fe2ddil.

A registered dealer opting to pay lump sum tax who has already claimed
ITC on the stock on the date of effect of permission shall reverse and pay
such tax credit. Rule 28(3A).

8.2 WORKS CONTRACTORS (REGULAR AND LUMP SUM)

T The word &6 Wor kot li2enndefineal éntth@e Adb. &ence, any
dealerwho executes some work or carry out some processon behalf of
another dealer/person will fall in the category of works contract dealers.
Examples are all types of civil workscontractors, fabricprocessing dealer
etc.

1 Workscontract dealers canbe assessed under two options:
1 When the dealer has opted for composition

1 When the dealer has not opted for composition

When the dealer has opted for composition

i The composition rates applicable to different kinds of dealergiven by
way of Notification. A dealer who wants to optfor composition, can make
application under Section 14(A). Important provisions related to such
dealers are as follows:

1 Section 14A(1) The Commissioner may, in such circumstances and
subjectto suckionditions as may be prescribed, permit every dealer referred
to in subclause (f) of clause (10) of Section 2 to pay at his option in lieu of
the amount of taxleviablefrom him under this Act in respect of any period,
a lump sum tax by way of compositiah such rateas may be fixed by the
StateGovernment by notification in official gazette.

1 Section 2(10) f ) says that 6any person who transfe
(whether as goods or in some other form) involved in the execution of a
works cont mactd@rwidl lalse 6@ al er 6.

1 A dealer can opt for composition for each contractbasis or for the whole
year. In the first case, Rule 28(8) (b) is applied and in case of whole year
permission, (bb) of the same rule is applied.

1 Section14A(2) The provisions of sulections (3) and (4) of section 14 shall
applymutatis mutandiso a dealewho is permitted under stgection (1) to
paylumpsumtax by way of composition.
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The mostimportant provision is Section 14A(2) which says that
provisions of section 14(3) and 14(4)ill also applyto the
workscontract dealers who have opted for composition.

1 Section14(3)

o
o

A dealerwho is permitted topaylump sumtax shall-not

Beentitledtoclaimtaxcredit in respect of tax paid by him on his
purchases,

Charge any taxunder this Act in hésales billor sales invoice in
respect of the sales on which lump sum tax is payable; and

Issuetax invoiceto any dealewho has purchased the goddsm
him.

1 Section14(4)

o

A dealerwho is permitted topaylump sumtax shall beliable to pay
purchase taxlevidbunder Suksections (1), (3) and (6) of Section 9,
in addition to the lump sum tax under this section.

Other importantprovisionsunder the Rules relatedtocomposition by
the workscontractdealer are mentioned below:

An applicationforcomposition shall be maaighin 30 days from the
beginning of the contragRule 28(8)(b)(iii)|

In respect of dealers in whose case the tax already paid along with
the respectivereturnsfor any periodpriorto the date of application is
less than the amount of compositionpayabléHerparticular period,
such a dealer shall pay the amount of difference between the
composition due for that period and the amount already paid along
with the interest on unpaid amount at the rateof one and one half per
cent per monthRule 28(8)(b)(iv)

The dealer shall not use the goods in the execution of works contracts
covered under the permissiontopaylump sum tax, if the goods are

Purchased in the course of interstatetradeor imported from outside
India

Received from his branch situated outside tlaeSRule 29(8)(vi

If the permissiontopay lump sum tax is granted, the dealer shall not
dispatchthe goods to his branch situated outside the.

R8(8)(via)(4).

According to this, the amount shall be considered to have been
received from thelate on which it becomes dueasper the schedule
of payment, if it is provided in the contract,

The date on whichthe bill is prepared, if there is no schedule of

paymentRule 28(8)(e).
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o0 The composition money shall be payable by the dealer on the full
amountreceived by him at any time in respect of those contracts for
which permission has been granted after deducting the amount paid
by way of price for entire subontract, if any, made with sub
contractor| Rule 28(8)(c)l

o The option exercised under this rgleall befinal and irrevocable

Rule 28(8)(i)

Rate Of Lump Sum Tax Is As Under

Sr. | Description of workscontract Rateof lump sum tax
No

All kinds of works contracts 2% of total value of
1 | other than any of the following | workscontract
entries

Procesmg of Polyester Textile | 0.5% of total value of works
2 | Fabrics including bleaching, | contract
dyeing and printing thereof.

Various kinds of civilworks as | 0.6% of totalvalue 0

3 listed in this entry workscontract (w.e.f. 11/10/06
Before this date, 2% was
applicable.

When the dealer has not opted for Composition

T

In case of dealers who have not opted for composition, the most important
guiding rule is Rule 18AA.

The value of the goods at the time of the transfer of property in the goods
involved in the exeution of a workscontract shall be determined by
deducting the amounts paidby way of pricefor sub contract made with
registereddealer pertaining to the said works contract. Rule 18AA(1)

A registereddealerwho claims any deduction referred to in Sectioj(&(30
shall maintaintrue and correct records for such deductions and prove that he
hasactually paid the amount in the year in which deduction is claimed and
furnish true and correct evidence for claiming such deductions.

Where the amount of charges towdatsour, service and other like charges
are not ascertainable or the accounts maintained are not clear, a lump
sumdeduction shall beadmissiblein accordance with the percentages
mentioned in the table given below the rule. Rule 18AA(2).

Section 2(30)(c) pnades that in relationtoworkscontract turnover, the
charges towards labour, service and other like charges shall be deducted
from the taxable turnover.
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1 Notwithstanding anything contained in this Act, taxcredit shall not be
allowed for purchases of capitalgds used in transfer of property in goods
involved in the execution of works contract. Section 11(5)(mm)

83 COMPOSITION OF TAX O N AGRICULTURAL PRODU CE

Section 14Bdefines the role of a Commission Agent, who exclusively
carries on business of agricultupgbduce and who is licensed as general
commission agent with a market committee established under the Gujarat
Agricultural Produce Market Act, 1963.

1 Section 14B provides conditions under which a dealer can be allowed to pay
lump sum tax. Accordingly, pefission for payment of lump sum tax shall
not be granted to a dealer who:

o
o
o

o

©O O O O o

Is an InterState trader or an exporter.
Purchases the goods in the course of inter State trade or import.

Effects branch transfer or receives the goods through inter State
branch trasfer.

Sells the goods to a person who is not a registered dealer.

Sells the goods to a dealer who is permitted to pay lump sum tax
under section 14.

Further, a lump sum tax permission holder shall not:
Claim ITC,

Charge any tax in the sales bill, and

Isste tax invoice to purchasers.

In addition to lump sum tax he shall pay purchase tax under sub
section (1), (3), (4) and (6) of section 9 of the Act.

Permission for lump sum tax will remain valid till the dealer follows
the provisions of the Act and Rule, aontravention; he shall be
liable to pay tax under section 7 and 9.

1 Procedure to obtain permission for composition of tax and the rate of tax
applicable is explained below:

o

Application form for payment of lump sum tax in Fe&hO0A shall
be submitted by @ommission agent to the CTO concerned. Rule
28A(1).

The permission shall be granted in Fe2dllA. Rule 28A(3).

Rate of lump sum tax applicable for such dealers is 0.05 per cent of
total turnover. (Notification No. GHN 62 dated 17.5.2006)

8.4 COMPOSITION OF TAX ON TURNOVER OF RIGHT TO USE
THE GOODS

T The

to use goods by way of lease, license, bailment, exchange etc. Transfer of

rig

term ARight to Use Goodso has

ht to use goods is one «@fbre &the

point of time when the control and possession of the goods is transferred to
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the customer, the customer acquires right to use the said goods. For example,
giving mobile towers on rent to cellular company is a deemed sale covered
under right to us goods.

Section 14C deals with such kinds of dealers who transfers the right to use
of any goods for any purpose. It provides conditions under which a dealer
can be allowed to pay lumgum tax. Accordingly, a composition tax
permission holder shall not:

o ClaimITC,

o Charge any tax in the sales bill, and
0 Issue tax invoice to purchasers.
0

In addition to lump sum tax he shall pay purchase tax under Section
9 of the Act.

o Permission for composition tax will remain valid till the dealer
follows the provisions of # Section and Rule, on contravention; he
shall be liable to pay tax under Section 7 and 9.

o Rate of lump sum tax applicable to such dealers is peucentof
total turnover. (Notification No. GHN 63 dated 17.5.2006)

1 Procedure to obtain permission for carapiion of tax has been explained

below:

o Application form for payment of lump sum tax in Fe&h0B shall
be submitted by a dealer to the CTO concerned. Rule 28B(1).

o The permission shall be granted in Fe2dilB. Rule 28B (3).

COMPOSITION OF TAX ON SALES OF EATABLES BY
HOTELS, RESTAURANTS, CATERERS ETC.

Section 14Dprovides for composition scheme on sale of eatables by hotels,
restaurants, caterers etc. Commissioner may permit any dealer who is
engaged in the business of sale of eatables in any formhvh@ocessed

or unprocessed) served, delivered or given in package from the place of
business of the dealer or any other place to pay at his option lump sum tax
by way of composition. The Commissioner shall not grant permission to pay
lump sum tax to aehler who is engaged in the activity of manufacturer such
goods as the Government may specify.

Eatables: means all kinds of foods for the purpose of consumption including
all types of alcoholic and non alcoholic beverages, water (mineral, purified
or aeraed) and soda water, imeeam and kulfi, sweets and sweetmeats,
fruits and fruit juice, all types of milk preparations, bakery products and
such other goods as the State Government may, by order, specify.
(Explanation below Section 14D)

Ineligible Dealers

As per Notification No. GHN 90 dated: 17.08.2006, manufacturers of following
goods shall not be granted permission to pay lump sum tax undeestitn
(1) of Section 14D:

1 Alcoholic and non alcoholic beverages, including soda water.
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1 Aerated, mineral, pifred, medicinal, and ionic or emineralised water or
water sold in sealed container.

M Ice cream and kulfi
1 Biscuit (branded).

Section 14D provides conditions under which a dealer can be allowed to pay
lump-sum tax. Accordingly, a lump sum tax permission Bokhall not:

o ClaimITC,

o Charge any tax in the sales bill, and
0 lIssue tax invoice to purchasers.
0

In addition to lump sum tax he shall pay purchase tax under Section
9 of the Act. Permission for composition tax will remain valid till
the dealer follows the rpvisions of the Section and Rule, on
contravention; he shall be liable to pay tax under section 7 and 9.
Rate of lump sum tax applicable to such dealers isgeurcentof

total turnover. (Notification no. GHN 89 dated 17.8.2006).

0 The dealer shall not iport or purchase eatables or raw materials in
the course of inter State trade. He shall not receive any such goods
from branch outside the State. However, the dealers may import,
receive through branch transfer or purchase in the course of inter
State trad goods like, disposable bowls, spoons, straw, paper
napkin, packing materials and oven, freeze and other capital goods.
(Circular dated: 11.07.2008)

1 Procedure to obtain permission for composition of tax is explained as under
(Rule 28 C):

o Application formfor payment of lump sum tax in ForB10C shall
be submitted by the dealer to the CTO concerned. Rule 28C (1).

o0 The permission shall be granted in Fe2dllC within a period of
fifteen working days.

0 A dealer opting to pay lump sum tax who has already claif&d
on the stock on the date of effect of permission shall reverse and pay
such tax credit. Rule 28C (3A).

o The Commissioner shall not grant permission to a dealer who has in
his stock raw materials or eatables in any form which was imported
or purchased ithe course of inter State trade or branch transferred
to him or have not borne the tax payable under the Act.

9. RETURNS UNDER GVAT ACT/ RULES

9.1 Return is a document which reflects the gross turnover, taxable turnover,
output tax, tax credit and netxt@ayable/refund due by a dealer during a
return period, al so known as fitax
within the stipulated time is not only mandatory but also a legal obligation
of the registered dealer. By not filing return within theegi time or filing
an incorrect return, the dealer is not only deprived of the benefit of self
assessment but also liable for penal consequences.
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9.2 Every registered dealer shall assess his tax liability and furnish return for
such period, in such formsamay be prescribed to the Commercial Tax
Officer within whose jurisdiction his chief place of business as mentioned
in certificate of registration is situated. Form numbers, periodicity and

mandatory period of few important returns are given in the taddtav:

S.No.

Return/
Form No.

Periodicity

Nature of dealer/ mandatory period

201 along
with 201A,
201B

Monthly
(Rulel19)

A registered dealer

whose turnover exceeded rupees f
lakh in the previous year,

who make zero rated sale under Sec
5A of the Act,

who import or export the goods out
territory of India,

who being an eligible unit obtained
certificate of entitlement under Rule 18
who has established an industry in SEZ
developer or caleveloper of SEZ,
who is a unit carrying on busss in thg
processing area or in the demarcated
of SEZ,

who is registered under the provisions
the CST Act, 1956 or
who deals in commodities (i) Timber (i
Ceramic tiles (iii) scrap of iron and ste
(iv) Tobacco and tobacco produg
(excluding unmanufactured tobacco)at
(v) major minerals as may be specified
the Commissioner.

Where taxable turnover exceeds (
crore, returns is to be uploaded on web
of the Department.

201
alongwith
201A,

201B

Quarterly

A registered dealer (who is noalile to
pay tax exceeding sixty thousand dur
year or previous year) and

Who purchases goods from the state
sold the same in state of Gujarat,
Who is manufacturer or sell and purchg
in the course of inter State trade 3
commerce or dispatch or esged goods
from his branch or from consignin
agency,

Who has been granted permission to
composite tax. Where taxable turno
exceeds one crore the returns is to
unloaded on website of the Departmer
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3 201 Half A registered dealer who isca-operative
yearly society engaged in the manufacture
sugar okhandsari

4 202 Monthly/ | Every registered dealer who is grani
permission under sectig

Quarterly/ | 7 /' 1 4A 14B,14C or 14D

Annual

5 203 or 204 | Monthly | Every dealer who hold certificate
exempton or certificate of deferment ¢
tax under any or the incentive scheme
availed the benefit of the scheme.

6 205 Annual Every registered dealer furnish ann
return by way of self assessment

Explanation: Quarter means the period of three montténgnon 30 June, 30
September, 31 December and 31 March and month shall mean calendar
month[Under Rule 2(g)]

Revised Return: If any dealer having furnished returns discovers any mistake,
error, omission or incorrect statement therein, he may furnishisedexeturn
before the expiry of one month from the last date prescribed for furnished the
original return.

10. ASSESSMENT UNDER GVAT ACT

Assessment means verification of correctness of returns furnished by a dealer,
determination of the turnover and qu&oation of VAT payable on sales made

by him during any financial year. The tax becomes due at the moment a dealer
makes a sale which is subject to tax. Obligation to pay tax arises at the moment
tax becomes due. The tax liability, which has come intstemce, cannot be
enforced till quantification is effected by the assessment proceedings. Under the
GVAT Act, assessment is related to a tax period and dealer has been given an
opportunity to compute his turnover and determine his tax liability in a self
assessment manner. Return, if filed in time and complete in all respects, shall
be deemed to be assessed on the date of furnishing of such return. This step,
perhaps, has been taken to allow the refunds of excess tax credit on the basis of
completed assesgnt. In accordance with Section 42 of the GVAT Act the
dealer has to pay the tax, interest and penalty assessed under Section 32, 33, 34,
35, 75 or 79 within thirty days from the date of service of notice of demand
issued. Therefore, assessment of taxpsecondition before raising a demand
against the dealer. However, assessment under GVAT Act is required to be
made in the (following) manner discussed in the succeeding paragraphs.

10.1 Provisional Assessment

As per Section 32 every returns or revisetlims is subject to scrutiny by the
Commissioner. The Commissioner may issue notice for the circumstance
mentioned in Suisection 2 of Section 32 of the Act requiring him to explain
him in writing, the basis on which dealer has furnished such returesised
returns. After considering the explanation furnished by the dealer a provisional
assessment is finalized. Where the dealer has not furnished the return the
Commissioner is empowered to assess on the basis of past returns or past
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records or on the I8& of the information received by him. The Commissioner
may provisionally assess to the best of his judgment the amount of tax payable
by the dealer for the reasons mentioned in-§ediion (4) of Section 32.

10.2 Self Assessment

As per Section 33 of th&VAT Act every registered dealer who has filed
return/revised return within the prescribed time and paid tax due according to
such returns and the Commissioner is satisfied that the returns or as the case
may be, revised returns and annual return furisghesuch dealer are correct

and complete and notice under Sdztion (2) of Section 34 has not been served

for audit assessment, such dealer shall be deemed to have been assessed for that
year. The Commissioner on his own motion within a period of y@aes from

the end of the year in respect of which or part of which the tax is assessable,
may call for and examine the record of such dealer who has been deemed to
have assessed and after serving notice and giving the dealer an opportunity of
being heardpass an order of assessment thereon in accordance with the
provision of Section 34, as the Commissioner may think just and proper.

10.3 Audit Assessment

As per Section 34 of the GVAT Act every return furnished by a registered dealer
shall be subjected &uch scrutiny and where the Commissioner is not satisfied
with the bonafides of claim of tax credit, exemption, refund, deductions,
concession, rebate or genuineness of any declaration or evidence furnished by
the dealer along with self assessment or leasan to believe that detailed
scrutiny of case is required, serve notice to dealer for audit assessment. The
commissioner may assess to the best of his judgment for the circumstances
mentioned under sub section (4),(5) and (6) of Section 34.

Any dealer viho has been liable to pay tax in respect of any period has failed to
get himself registered, the assessment shall be done under Section 34(8).The
assessment shall be made witfoor years from the end of the year in respect

of which or part of which taxsi assessable. And no assessment under Sub
section (8) (registration not obtained) shall be made after eight year from the
end of the year in respect of which or part of which the tax is assessable (Sub
section 10).

10.4 Turnover Escaping Assessment

As persection 35 of the Act where after a dealer has been assessed under section
32,33 or 34 for any year or part thereof the Commissioner has reason to believe
that, the whole or any part of taxable turnover has escaped assessment or under
assessed or assessmda lower rate or wrongly allowed any deduction or
wrongly allowed any credit may serve notice and after hearing the dealer, assess
to the best of his judgment, the amount of tax due from the dealer in respect of
such turnover which comes to his noticdsequently. The assessment under

this Section shall not be made after the expiry of the five year from the end of
the year in respect of which or part of which tax is assessable.

10.5 Assessment On Basis Of Fair Market Price

If the Commissioner is of thapinion that any transaction by any dealer during
any tax period or a set of transactions by the dealer has been accounted in a
manner so as to pay tax less than the tax otherwise payable on such sale or
purchase, then the Commissioner shall calculatetakdiability as per fair
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market price of such transactions. Fair market price means the value at which
goods of like kind are sold or would be sold in the open market in the State
(Section 34A)

11. REFUND OF EXCESS PAYMENT

As per Section 36 of the Acthe Commissioner may refund to a person the
amount of tax, penalty and interest paid by such dealer in excess of the amount
due from him. The Commissioner shall first apply such excess towards the
recovery of any amount due under the Act or the earles End shall refund

the balance. No such adjustment shall be made towards recovery of an amount
stayed by an appellate authority.

111 Provisional Refund

1 If a registered dealer has filed any return which shows any amount to be
refundable to the dealer, tli@ommissioner may grant provisional refund
pending assessment. The dealer has to apply in such form and in manner
prescribed.

1 The Commissioner may require the dealer to furnish Guarantee or other
security for an amount equal to the amount of refund.

1 The Canmissioner may direct early assessment of relevant period and adjust
the provisional refund against the tax due.

1 Excess amount of provisional refund shall be recovered as if it is a tax due
and interest shall be charged at the rate of eigigeenentperannum from
the date of grant of provisional refund till the date of assessment (Section
37).

11.2 Interest On Refund (SECTION 38)

1 Where refund of any amount of tax becomes due as per an order of
assessment, the dealer shall be entitled to simple ingribst rate of six per
cent per annum from the date immediately following the date of the closure
of the accounting year till the date of payment of refund.

1 Where the dealer has paid any amount of tax after the closure of accounting
year and such amountrsquired to be refunded, no interest shall be payable
from the date of closure of such accounting year to the date of payment of
such amount.

1 Where the realization of any amount remains stayed by the order of court or
authority and such order is subsedlermacated, interest shall be payable
also for a period during which such order remained in operation.

T
12. OFFENCES AND PENALTIES/ INTEREST

12.1 Besides payment of tax, the dealer, under certain circumstances, has to
pay penalty and interest. Thesepsons are explained below:
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S.No. DEFAULT PENALTY

1 Penalty for not making application f¢ Equal to tax assessed o
registration (Section 34(8) of thsum of rupees five
GVAT Act) thousand, whichever i
more.

2 Penalty for unauthorised collectiai | Amount so collected sha
tax (Section 31(3) and (4) of the GVA be forfeited and penalty ¢
Act) a sum equal of suc
amount is payable i
addition to tax.

3 Penalty for avoidance or evasion of { Penalty of a sum g
(Section 34(7)of the GVAT Act) exceeding one and hg
time of the amount of ta
assessed for the sa
avoidance or evasion.

4 Penalty on awarder where an awarf A sum not exceedin
of a works contract fails to deduct t| twenty fiveper centof the
amount in lieu of tax from the bill ¢ amount required to b
contractor as prescribed, or after hav| deducted by him.
deducted such amount from such [
does not deposit the same in 1
prescribed manner and time(Sect
59B(12) of the GVAT Act)

12.2 Clauses (a) to (g) of Section 85) (list out various offences which a
dealer is likely to commit. In such cases, the dealer shall, on conviction be
punished with imprisonment for a term which may extend to six months or with
fine not exceeding rupees twenty thousand or both provideditladisence of
special and adequate reasons to the contrary to be mentioned in the judgement
of the Court, such imprisonment shall not be less than one month and such fine
shall not be less than rupees ten thousands. If the offence is a continuing one,
on cawiction, a daily fine not exceeding rupees one hundred during the period
of the continuance of the offence is recoverable in addition to the punishment
provided in the Act.

Section 85 (2) clauses (a) to (j) also list out various offences which a dealer is
likely to commit. In such cases, the dealer shall, on conviction be punished with
a imprisonment for a term which may extend to six months or with fine not
exceeding rupees ten thousand or with both. If the offence is a continuing one,
a daily fine not egeeding rupees one hundred during the period of the
continuance of the offence is recoverable.

123 Composition of Offences

Once a decision is taken to initiate prosecution proceeding, Section 89 of the
Act authorises the Commissioner to compound thenoée punishable under
section 85 or rules made there under for a sum of rupees five thousand or where
offence is charged under section 85 not exceeding double the amount of tax but
not less than the amount of tax, which would have been payable on thesturno

of sale or purchase to which said offence relates, whichever is greater.
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Section Il

THE CENTRAL SALES TAX ACT
1. OBJECTS OF THE CST ACT

The Central Sales Tax (CST) Act, 1956 provides for the levy, collection and
distribution of taxes on sales of gooudisthe course of inteBtate Trade or
Commerce. The Act also formulates principles for determining when a sale or
purchase of goods takes place in the course of8twe Trade or Commerce

or outside the State or in the course of an import into or ekpaontindia. The
following principles govern the scheme of the Central Act.

2. LEVY AND COLLECTION OF TAX (SECTION 9(4))

The Union Government had delegated the right of administration of this Act to
the States. The executive machinery provided in the $tatéslemployed for
administering the Central Act. Provisions of State Law regarding the filing of
returns, appeals, revisions, penalties, compounding of offences are applicable
mutatis mutandisThe proceeds of any tax including any penalty levied and
collected under this Act in any State on behalf of Government of India shall be
assigned to that State and shall be retained by it.

3. INTER-STATE SALE, CONSIGNMENT SALE/ STOCK
TRANSFER, EXPORT, IMPORT

U Inter-State Sale

A sale or purchase of goods is deemeditke place in the course of inter State

trade or commercef the sale or purchase:

1 occasions the movement of goods from one State to another or ;

1 is effected by a transfer of documents of title to the goods during their
movement from one State to anoth@ection 3)

A sale or purchase of goods is deemed to take place inside the State if the

goods are within the State

7 in the case of specific or ascertained goods, at the time the contract of sale
is made; and

1 inthe case of unascertained or future goatithe time of their appropriation
to the contract of sale by the seller or by the buyer, whether the assent of the
other party is prior to or subsequent to such approprigisatction 4)

U Export (Section5 (1))

A sale or purchase of goods shall be de@ro take place in the course of the
exportout of the territory of India only if the sale or purchase either occasions
such export or is effected by a transfer of documents of title to the goods after
the goods have crossed the customs frontiers of.India

To constitute a sale in the course of export there must be:
1 an intention on the part of both the buyer and seller to export;
1 an obligation to export;
1 actual export.
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A sale in the course of export predicates a connection between the sale and
export, the two activities being so integrated that the connection between the
two cannot be voluntarily interrupted without a break of contract.

U Import (Section 5 (2)

A sale or purchase of goods shall be deemed to take place in the course of the
import of goods mto the territory of India only if the sale or purchase either
occasion such import or is affected by a transfer of documents of title to the
goods before the goods have crossed the customs frontiers of India.

U Sales Made To Merchant Exporters (Sectio®(3)

Last sale or purchase of goods preceding the sale or purchase occasioning the

export of those goods out of the territory of India shall also be deemed to be in

the course of export, if such last sale or purchase took place after, and was for

the purposef complying with, the arrangement or order for or in relation to

such export, and such sale or purchase of the goods are exempted from levy of

tax on production of OHO6 Forms, subject to:

1 the sales must be for the purpose of complying with agreemerdario
relation to export, and

1 such sale is made after the agreement or order in relation to export, and

1 same goods which are sold in penultimate sale should be exported.

0 Stock Transfer/Consignment Sale (SectioBA)

Stock transfer/consignment of goddsm one State to another State other than
by way of sale is exempted from |l evy of tax s

0 Sales Made To Special Economic Zone (Sez) (Secti(®) TO 8(8))

Sales made to SEZ unit or SEZ developer of the other stateeargtd from
|l evy of CST subject to production of o616 For m

U Rates Of Tax

A dealer is liable to pay Central Sales Tax (CST) on alli&tate sales. The
rates of CST have been prescribed in Section 8 of the CST Act. The
concessional rate of fper centfrom 1-7-1975 (2% up to 3®-1975) is
applicable only in cases of sales affected to the Government and registered
dealers on production of prescribed certificates i.e. Form C or D. CST rate on
sales against-@rms was reduced to 3% from-@12007 and to 2%rom 01-
6-2008.

Sales to registered dealers can be of only those goods specified in the certificate
of registration granted to him as being intended for resale by him or for use by
him in the manufacture or processing of goods for sale in mining or in the
generation or distribution of electricity or any other form of power.

Note: The concessional rate of tax at 4% againstHdrms in respect of sales
made to Government Departments was withdrawn with effect frafApril
2007.
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4. WHERE SALES ARE NOT TO A REGISTERED DEALER -

The rate of tax in the case of declared goods shall be calculated at twice the rate
applicable to the sale or purchase of such goods inside the appropriate State
(effective from 17-1975) and the rate of tax, in the case of goods otlzer th
declared goods is 1ffler centor the rate applicable to such goods, under the
State Law, whichever is higher.

Note Where sales are not to a registered dealer, rate of tax (CST) was leviable
at the rate applicable to the sale or purchase of such goodsde the
appropriate State under the Sales Tax law of that State with effect frefn 1
2007.

A dealer is liable to pay tax under this Act on the W8tate sale of any goods

even though no tax would have been leviable (whether on the seller or the
purchaer) under the Sales Tax Act of that State, if that sale had taken place
inside that State.

The only exemptions authorized by the Central Act are those where the State
Government by Notification in the Gazette may exempt the goods from tax (or
reduce theate of tax) in respect of sales made by a dealer in the course of inter
State trade. The exemption/lower rate of tax is available only to dealers who
have a place of business in the State and sales are made from such place of
business.

5. ACO AND fiDo FORMS

Proviso to Rule 12 of the Central Sales Tax (Registration and Turnover) Rules
required that a Form 6C6é or O6D6 shou
sale, except in cases where the total amount of sales made in a year covered by
one declaration arertificate, does not exceed25,000/ (enhanced to 1 lakh

from 30 September 1993).

The Rule does not lay down a time limit for filing these declarations. So the
declarations filed before assessment, are valid and should be accepted (20 STC
0S66619 STC 306) . amwfiledbyethenire olassessmenta t i
the assessing officer should give an opportunity to the dealer (20 STC 266).

According to the new proviso to Section 8(4) of the CST Act introduced from
1-4-1973 by the Central Sales Tax (Amendment) Act 1972 (61 a2397 6 Co
forms have to be furnished to the fa
time or within such further time as that authority may, for sufficient cause,
permit. The proviso refers to extension of such period by the assessing authority.
With eff ect from 01-10-2005 Rule 12(7): The declarations in Form C or Form

F or the certificate in Form-Eor E-ll shall be furnished to the prescribed
authority within three months after the end of the period to which the declaration

or the certificate relates

If the prescribed authority is satisfied that the person concerned was prevented
by sufficient cause from furnishing such declaration or certificate within the
aforesaid time, that authority may allow declaration or certificate to be furnished
within swch further time as that authority may permit.

With effect from 01-04-2011the dealers have been now enabledawnload
0C For ms 0 aifteefariishirngmelecaat inforgnation without the need
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of the approval of any departmental authority. By thése is no scope for any
delay and there is total transparency in service delivery.

The selling dealer is not concerned whether the goods are such as can be used
by a purchaser for the declared purpose. He has only to satisfy himself that the
purchasers a registered dealer and the goods are specified in the certificate of
registration.

in respect of sale or purchase of goods whichgaresrally exempt under the

State Sales Tax Act or tax on which is leviable under the State Act at a rate less

than 3 pecent (four per cent with effect from7:1975) whether called a tax or

fee or by any other name), the Central sales tax leviable in respect of sales of

such goods in the course of iritrt at e trade or commerce would be
rate applicable undehe State Sales Tax Act as the Case may be.

The word O6generally6 used is very important.
below Subsection 2A of Section 8 of the Central Sales Tax Act should be borne
in mind.

If the lower rate/exemption is available onbyr the fulfillment of certain
conditions it should be ignored, because in that case, the goods cannot be said
to be generally exempt from tax.

If a particular commodity is taxable at purchase point but is not taxable at the
sale point under the State la is not generally exempt from tax. Thus the
turnover of the seller though not taxable under the State law, is taxable under
the Central Act.

Similarly, if a sale is taxable at the first point under the State law and if it is the
second or third poinseller who sells it in the course of intgate sale, the
commodity is not generally exempt from tax. Thought it would not be taxable
under the State law in the hands of the second or third point seller, it would be
taxed under the Central Act.

The turnwer for purposes of this Act is to be determined in accordance with the
provisions of Section 8A of the CST Act 1956.

6. DECLARED GOODS (SECTION 14 & 15)

Article 285(3) of the Constitution lays down that in the case of goods which
have been declared [Barliament by law, to be of special importance in the
inter-state, trade or commerce, the State Sales Tax on these goods would be
subject to such restrictions and conditions as Parliament by law may specify.
These restrictions/conditions can be in the reatf system of levy, rates and
other incidents of tax. The list of goods thus declared is contained in Section 14
and items are added or deleted from this list from time to time. The restrictions
on the State law have been spelled out in Section 15 éicthe

They are:

the rate of tax should not exceed 5% with effect fromd-PD11 (4% w.e.f
1.7.1975t0 10.4.2011)

the State can levy such tax at one stage only

where a tax has been levied on the sale or purchase of such declared goods
within the State rad such goods are again sold in the course of-Biizte trade
or commerce, the tax so levied shall be reimbursed to such persons in such
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manner and subject to such conditions as may be provided for under the law in
force in that State. (Section 15(b)).

AUDIT CHECKS:

Audit checks and instructions for the audits of VAT, GST and P.T. may
be referred toas given in following Annexurego the Chapter.

Quantum of Audit ChecksAnnexure |

Checks during VAT audi Annexure I

GVAT Forms- Annexure Il

Checkfor audit of Professional Tax Annexure IV
Informatory H.M.Annexure V Gtatement IA, 1B, IC, ID, IE, IF
Allocation of work- AnnexureVI

ouhwnE
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ANNEXURE - |

QUANTUM OF AUDIT & AUDIT CHECKS FOR LOCAL VAT
OFFICES

QUANTUM OF AUDIT BY wHOM TO BE BY wHOM TO BE
CHECKED REVIEWED
a. | Cases having turnover ¢ Sr. Audit
more than 5 crore Officer/Audit
assessed under Sectior] Officer
34

b. | Cases having turnover | Assistant Audit | Sr. Audit
between 5 crore and 2 | Officer/Supervisor Officer/Audit Officer
crore assessed under
Section 34

c. | Cases having turnover | Assistant Audit
between 2 crore and 50| Officer
lakh assessed under | /Supervisor

Section 34

d. | Cases having turnover ¢ Auditor/Sr. Assistant Audit
less than 50 lakh Auditor Officer /Supervsor
assessed under Sectior]
34

e. | Cases of top 50 dealers Assistant Audit | Sr. Audit
in self assessment caseg Officer / Officer/Audit Officer

(turnover wise) are to b¢ Supervisor
selected for audit

f. | Top 25 cases of lump | Assistant Audit | Sr. Audit

sum dealers whose tota Officer / Officer/Audit Officer
turnover exceeds 75 lak Supervisor
(self assesment) other
than those mentioned in

(e)
g. | Refund cases above 1 | Assistant Audit | Sr. Audit
lakh. Officer / Officer/Audit Officer

Supervisor

For selection of Audit assessment casescases assessed under Section 34
(category a, b, ¢ & d of the table above) the following criteria shall be adopted:

a) Based on tax payabldop 10 percent assessment cases should be checked
100 percent.

b) After excluding above cases remaining cases should tangad in
descending ordexccording to turnover and;

i) 20 percent of the assessment cases should be checked 30 percent.
i) Remaining 70 percent of the assessment cases should be checked 10 percent.
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c) The cases in (b) above should be selected on randamusasg IDEA or
any other sampling techniques.

d) The above sample selection is subjecatminimum of 100 assessment
casedo be selected as sample for audit in each auditee unit.

e) When the number of cases to be seen calculated by the formula prescribed in
the circular falls short of minimum 100 cases to be seen, the cases required
to meet the shortfall will first be selected from the second strata on random
basis. If the shortfall cannot be met even by exhausting all the cases of second
strata the requiredumber of cases may be selected from the third strata on
random basis.

f) The working of sample selection along with the list of total assessment cases
arranged in descending order according to the amount of tax paid as well as
according to turnover as pret@d above should invariably be enclosed with
the LAR and should be duly signed by Sr.AO/ AO of the audit party
concerned.

g) The sample size determined above shall not be increased ordinarily. In
exceptional cases where the audit party feels the need ¢éasecthe sample
size, a detailed note justifying the requirement for increase of sample size
will be submitted by the Sr.AO/ AO of the party concerned for obtaining
prior approval of the group officer.

[llustrations for selection of cases are as under:

lllustration 1
S.No Steps
Total number of assessments done in the audited ¢ 500
1 during the period covered by audit
All the assessments as mentioned at Sl. No.1 are {
2 arranged in the descending order on Hasis of tax 500

payable

Thetop 10 percent cases from amongst those arrang| 1o of 500
3 descending order at Sl. No. 2 are to be selected for
100%. =50

50050 =
450

4 Number of cases remaining after selection at S.No. 3

The cases remaining at S.No. 4 (Excluding thotectesl
5 at S.No. 3) are to be arranged in descending andéhe 450
basis of turnover

Select number of top cases equal to 20 percen 20% of 500 =

6 assessments made (20% of number at S.No. 1). 100
Of those selected at S. No. 6, select 30 percasgcfory 30% of 100
7 : . °
audit through random sampling =30
(500-50-100)

8 Assessments remaining after selection at SI. No. 3 an - 350
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9 Of the cases remaining (As per S.No. 8) 10 percent 8 10% of 350
be selected for audit through random sampling =35

10 Total No. of cases to be audited (3+7+9) 50+30+35=

115
lllustration 2
S.No Steps Example 1 Example 2
Total number of assessments done in

1 audited entity during the period covere 400 200
by audit
All the assessments as mentione8lat
No.1 are to be arranged in the

2 descending order on thasis of tax 400 200
payable
Strata I: The top 10 percent cases frof

3 | amongst those arranged in descendint 10% of 400 | 10% of 200
order at Sl. No.2 are to be selected for =40 =20
audit 100%

Number of cases remaining after _ _

4 | selection at S.N0.3 40040=360 | 200-20=180
The cases remaining at S.No. 4
(Excluding those selected at S.No. 3) i

S to be arranged in descending order 360 180
the basis of turnover
Strata Il : Select number of top ces o _ 0

6 equal to 20 percent of assessments m 20% gfo400 - 20/3 2](0200
(20% of number at S.No. 1). -

Of those selected at S. No. 6, select 3 0 _ 0 _

7 | percent cases for audit through rando| 304;2; 80 = 30A)f£ 40 =
sampling

8 Strata Ill :Assessments neaining after (40040 (200-20-
selection at SI. No. 3 and 6 80)=280 40)=140
Of the cases remaining (As per S.No.

9 |8)10 percent are to be selected for au¢ ~ 10% of 10% of
through random sampling 280=28 140=14
Total No. of cases (3+7+9) 20+12+14=

10 40+24+28=92

46

11 No. of cases by which total cases are 8 54

falling short of minimum 100 cases
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No. of cases to be selected from each Strata | : 40 Strata | : 20
out of 40
Strata - out of 20.
Strata Il: Strata II
24+8=32 to be 12428=40
selected out of 40
12 randomly out Strata III:.
of80 14+26=40 to
Strata Ill: 28 be selected
to be seled
randomly out
randomly out of 140
of 280 '
Total No. of cases to be selected for _ 20+40+40=

ANNEXURE -

CHECKS TO BE APPLI ED DURING AUDIT OF V AT

S.

No.

YIN/

WHAT TO CHECK NA

COMMENTS

I. REGISTRATION OF D EALERS

Whether the dealer had submitted
application for registration withip
the prescribed time from the date
his liability as per the applicab

The audit party should prepare
section wise list of the applicatior
that were not made in th
prescribed forms. The details of t

) provisions of the/AT Act. (30 days forms may also be indicated. T
i form 101) list should also indicate wheth
such cases were refedreo the
Business audit branch.
Whether market survey wa The audit party should make a |
conducted on periodic basis of datewise sureys conducted
unearth the errant dealers? Hg no. of dealers unearthed, no.
departmental instructions  be dealers registered and reasons
followed regarding the frequency nonregistration of thosé
surveys? unearthed. A similar list must alg
i) be made in respect of those dea
in respect of whom input tax creq
has been claimed (i.e. purcha
above Rs. 1 lakh in a singl¢
transaction have been included
the return of any dealer) but who
returns are not available.
Are prescribed registration fees a The audit party should make out
il security paid by all the applicants? list of registration applications

without the prescribed fees a
security.
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Whether the registration certificate
issued by the competent author
within the prescribed time and wil
correct TIN.

TIN should consist of 11 digits, th
first two being the State code. &
audit party should prepare a list
all the dealers whose TIN is n
correct and no return is available

Any tatkal registration done as p
rules

Audit party should check ner
localised dealer not to apply.

vi)

Whether the registration certifica
indicates the goods  beir
produced/dealt in with corre
description.

The audit party should ascertain
correct classification of the goog
and make a list of such cases wh
the dealers are dealing in the goc
not mentioned in their RC and wo
out the consequent loss of reven

vii)

Whether any dealer has been iss
duplicate TIN.

The audit party should prepare a
of all dealers who have beg
allotted more than one TIN aftg
running duplicate key detection te
using CAATSs. In case this isot
possible, the party should get
certified CD containing all th¢
details with TINs. The return
submitted by these dealers sho
be cross verified with the statuto
forms issued to them.

viii)

Whether in case of any change in |
nature and/or placof business, th
RC has been suitably amended.

The audit party should make a |
of all such cases where the retu
are not submitted as per t
amended RC.

Whether the prescribed registe
records like VAT register, defau
register, late regigtion register
issue of RC register etc are bei
maintained/ updated properly.

The audit party should make a |
of all registers/lists which are eith
not updated or are incomplete
have discrepancies. The extent
discrepancies should be clsa
indicated.

Whether the application fag
cancellation was made within th
prescribed time of the closure of t
business and whether th
cancellation order was issued
time.

The audit party should make a |
of all the cases where cancellati
ordes were issued but th
electronic database was n
corrected indicating the arrears
tax due against each.

Xi)

Whether cancellation of VAT
dealers, registered under t
appropriate provisions of the VA
Act, has been made after the exp
of the presched period from the

date of registration.

The audit party should make a |
of all the cases where cancellati
orders though due have not bg
made.
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xii)

Whether the VAT dealer whos
registration is cancelled has pg
back Input Tax Credit (ITC) avad
in respect of all the taxable/capit
goods on hand on the book value
the day of cancellation.

The audit party should make a |
of all the cases where cancellati
orders have been issued but I
has not been refunded.

xiii )

Whether the certifiate of a VAT
dealer who has failed to pay the tq
interest or penalty payable, failed
furnish the monthly returns and h
committed any other offence, h
been suspended.

The audit party should make a lis
of all such cases referred by the
returns banch where RC was not
suspended.

Xiv)

Whether before cancelling th
certificate of registration it has beg
ensured that the certificate mer
cancellation on the basis
prescribed conditions.

Make a list of cases where t
registration certificates dve beer
cancelled in disregard to th
conditions prescribed and bring g
the financial implications of the ta
foregone. Check the prescrib
conditions

e.g. where the business has b
discontinued, where the firm stan
dissolved, where in respecf a
dealer his turnover and taxal
turnover is within the prescribe
threshold (e.g. total turnover durir
the year immediately preceding t
appointed day is less tha® lakh
and taxable turnover is less th

10,000 in a year) (Gujarat VA
Act, 2003)

XV)

Whether the dealer whose certifice
of registration has been cancell
has paid the tax, penalty or inter¢
due for any period prior to the dq
of cancellation whether such ta
penalty or interest is assessed bef
the date of cancellation buemains
unpaid or is assessed thereafter?

A list of cases where the provisio
have not been followed may
prepared and the financial impg
may be calculated.
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XVi)

Whether the dealer whose certifice
of registration has been cancell
has paid, in eéspect of the taxabl
goods held in stock on the date
cancellation, an amount equal to {
tax which would have been payal
if the goods had been sold at f
market price on that date or the to
tax credit previously claimed i
respect of such goodwhichever is
higher?

A list of cases where the provisio
have not been followed may I
prepared and the financial impg
of the tax not collected or the inp
tax credit not refunded by th
dealer may be calculated.

Xvii)

Whether there are any casshere
certificates of registration have be
found to be transferred by one deg
to another?

In case of irregular transfer of tk
certificates, there is a danger
corruption of the database

dealers and evasion of tax. A
change in the nature, oership,
place etc of business will have to
covered by amendment of tk
certificate  within  six monthg
(period may vary under differef
Acts) and not transfer.

XViii )

Whether at the time of amendment
a certificate of registration, th
amendment wasithout prejudice tq
any liability for tax, interest o
penalty or for any prosecution
offence under the Act?

Make a list of cases whe
consequent to amendment, the t
penalty and interest has not beg
collected correctly and work ol
the financiaimplication.

Xix)

Whether the assessing officer h
imposed penalty as provided ung
the Act after following due
procedure in case of a dealer w
fulfils  conditions  necessitatin
amendment in his registratig
certificate but has not brought fag
to thenotice of the assessing office

A list of cases where the provisio
have not been followed may K
prepared and the financial impg
may be calculated.

XX)

The Act provides for cancellation
the certificate of registration by th
departmental authily in certain
circumstances, such as failure of {
dealer to file three consecuti
returns within the prescribed tim
period, knowingly  furnishing
incorrect details in his returns et
Whether such instances have bg
detected and certificates cancdlbes
provided under the Act?

A list of cases where the provisio
have not been followed may I
prepared. Where the certificat
have not been cancelled, tra
would continue and tax credit cou
continue to be availed. TH
financial impact of less payent of
tax and tax credit irregularl
availed may be calculated.
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XXi)

Whether on the failure of the deal
to surrender his certificate
registration on cancellation, th
necessary penalty has been impo
and recovered by the assess
officer?

The financial impact of nothevy of
penalty may be calculated. Also t
point made above may hold true
this circumstance also.

XXii)

Whether the Commissioner h
published the particulars of th
dealers whose certificate
registration has been cancelled
provided under the Act?

A list of such dealers may b
prepared and irregular availing
tax credit by such dealers may
worked out. Also a deale
purchasing goods from g
unregistered dealer has to p
purchase tax; the ndavy of
purchase tax cape calculated.

XXiii )

Whether every registered dealer |
filed a declaration stating the nar
of the person or persons who shall
deemed manager/managers
business of such dealer?

Compliance with the provisions i
the Act may be seen.

XXiV)

Whethe a periodical survey
enumeration of the dealers whg
registration certificates have be
cancelled has been done to chec
their total turnover and taxab
turnover calculated from th
commencement of any year exceg
the thresholds of turnover on aaigty
within the year?

In case no survey has been do
this may be commented upo
Alternatively, if a survey has bee
done, the action taken may be se

XXV)

Any other point(s) specify

II. SUBMISSION AND SCRUTINY OF RETURNS

Whether all reglar registered VAT
dealers/ presumptive tax dealg
submitted their monthly/ quarterly
annual returns in time and in ftf
prescribed proforma indicating th
the payment of tax was made on
before the prescribed period.

The audit party should make iatl
of all the dealers who are n
submitting the returns regularl
The list should indicate whethe
references to business audit brar
were made.

Whether revised returns have beg
filed within the specified timg
indicating the reasons for su
revision. (one month)

The audit party should make a |
of all such dealers and ascertain
suitability of the reasons assign
by the dealers for the revision
returns.
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ii)

In case of revised retuns, any exc
amount of tax to be paid has be
calculted and paid along interest

Whether the VAT dealer whog
registration has been cancelled
filed the final return within the
specified time.

The audit party should make a |
of all such dealers in whose c3g
this has not happened and work
the revenue implication.

Whether the casual dealers have fi
declarations within thepecified time
of arrival of goods in the state al
paid the advance tax and filed fin
declaration on the last day of busing
along with the details of payment
tax

The audit party should make a |
of all the dealers who filed

purchase declaration but did n
file sale declaration.

Vi)

Whether the dealers whose grq
turnover exceeded the prescribed lif
have furnished the audited accou
within thespecfied time

The audit party should make a |
of all such dealers in whose c3g
this has not happened and ask
the Annual Audited Accounts.

vii)

Whether the VAT dealer, who is
manufacturer also, has filed a true 4
complete statement showing t
guantity and value of goods receiv
for use/consumption in manufactu
closing stock of such goods a
quantity and value of gooq
manufactured.

The audit party should make a |
of purchases, on selection bag
reflected in returns which nee
cross vefication with Income
tax/Central excise records a
offer comments on such cas
referred to them by Headquarter

viii)

Whether penalty at the prescribed r
on the tax and interest payable frg
the date it has become due to the ¢
of its payment oto the date of orde
of assessment, whichever is earli
has been levied.

The audit party should make a |
of all such dealers in whose c3g
this has not happened and work
the revenue loss case wise.

Whether a VAT dealer or any oth
person o dealer liable to pay tay
interest and penalty, has deposited
amount on the date prescribed in
notice.

The audit party should make a |
of all such dealers in whose c3g
this has not happened and work
the revenue due includin
interest/pealty scrutinised cas
wise.

Whether returns were scrutinised
the assessing authorities to verify {
correctness of calculation, applicati
of correct rate of tax and interest a
input tax credit claimed therein af
full payment and interest payle by

the dealer for any tax period.

The audit party should make a |
of mistakes case wise and work ¢
the revenue loss.
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Xi)

Whether the details of return
received were entered in ti
register/computer within the specifie
time and bank scrolls renciled with
tax amounts mentioned in the rety
where applicable.

The audit party should make a |
of all such dealers in whose c3g
this has not happened.

xii)

Whether notice has been issu
requiring the dealer to pay the amol
of tax along with iterest in case th
amount paid is less than the amoun
be paid.

The audit party should make a |
of all such dealers in whose c3g
this has not happened. Inter¢
payable for non/delayed payme
may be worked out.

xiii)

Whether in case of a sellethe has
accounted for, either in the tax invoi
or in the return, an incorrect amou
of tax (in case of the events mentior
in the Act), the adjustment i
calculating the tax payable by him h
been carried out in the return for t
tax period during whih it has becom
apparent that the tax is incorrect, 3
not in any tax period prior to that?

A list of cases where the provisio
have not been followed may I
prepared and the financial impg
may be calculated.

Xiv)

Any other point(s) specify

. S

ELF/ PROVISIONAL AS SESSMENT

Whether the dealer has filed all t
returns and annual returns in resp
of any tax period within the
prescribed time.

The audit party should see that
following documents have bee
filed with the annual returns vhiin
the specified period for the purpo
of self assessment:

A declaration, duly issued by
selling dealer, in the prescribg
form.

Copy of the audited accounts alo
with the form of audit certificate i
the prescribed form if the turnov
exceeds the pscribed limit or,
manufacturing, trading and P&
Account as the case may be.

Statement showing the purchas
stock transfer receipts or import
goods under the CST Act, 1956.
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Statement of the purchases g
sales to the registered dealer witl
the state along with the details
tax invoices received or issued a
particulars thereof.

Statement showing the details of
the Central/State declaration forr
received or issued in support of t
claims.

(ii)

Whether arithmetical errors ha
been cheokd before accepting th
selfassessment.

ii)

Whether the return and revisg
returns, if any, have been furnish
by a dealer within the prescribe
period and in the prescribed mani
and self assessment claims

correct, consistent and complete,
prescribed authority has checked
arithmetical errors and accepted 1
self assessment after necess
adjustments.

Whether the returns of the VA
dealers are in order as compared v
the records of the dealers under
CST Act.

The audit past should verify
whether all classes of goo
purchased from outside the Stg
through declaration forms a
properly exhibited in the return
under the VAT Act. Besides, uj
to-date  submission of th
utilisation statements of th
declaration forms may alsde
verified from the CST file of the
dealer and discrepancy, if an
found in the return furnished und
the VAT Act be highlighted.

Whether a final assessment was m
by the prescribed authority keeping
view whether the returns/ revisg
returns vere not filed in time an
were not sufficient/ relevant for sel
assessment. Whether sy
adjustments as may be necessar
disallowing input tax credit
exemptions, concessions, refun
levy of interest etc. were mad
wherever required, in the fing
asessment.

The audit party should make a |
of all such dealers in whose ca
provisional assessment  w
resorted to but final assessment
pending.  Suitable = commen
should be made pointing out ti
errors and omissions in su
assessment and its impaan
revenue.

vi)

Whether assessment for any 1
period was made after the expiry
the permissible period from the end

the tax period

The audit party should make a |
of all such dealers in whose ca
this has not happened and comm
on the revene implications.

188



Whether a demand notice in t
prescribed form has been issued if
tax assessed along with interest @
penalty is more than the amount p

The audit party should make a |
of all such dealersni whose cast
this has not happened and comm
on whether the notice has tak

vii) along with the selhissessment. care of the difference or ng
Besides, interest payable f
delayed/nofpayment of tax may
also be worked out.

Whether provisional assessme Provisional assessments have b
have been carried out ifeg cases specified in certain cases, e
fulfilling the conditions mentioned i where net tax payable is nil, whe

.. | the Act? tax credit is carried over to th

viii) )
subsequent return, where a ded
has not filed the return@t Lack of
provisional assessments can
commented upon suitably.

ix) URD assessment cases there? if Y

assessement done correctly
) Any other point(s) specify
X

IV. BUSINESS/TAX AUDIT ASSESSMENT

)

Whether the dealers have be
properly seleed for Business
Audit/Tax Assessment an
justifications for selection ar
available on record.

Whether the dealers who shol
have been selected for Busing
Audit/ Tax Assessment have be
left out. Someapplicable paragters
may be the continuation of th
following conditions in the returns ¢
the dealers:

ITC>OUTPUT TAX

SALES < CLOSING STOCK
PURCHASES <= WAY BILLS
PURCHASES =0

The registered dealers are seleg
for audit assessment by t
prescribed authority on the basis
specified criteria or on rando
basis. The criteria are:

a) The registered dealer has fail
to furnish any return in respect
any tax period.

b) If the prescribed authority is n
satisfied with the correctness of t
return filed or genuineness of a
evidence like declaration forms

bonafides of any claimslike

exemption, input tax credit etc.

c) If the prescribed authority hg
reasons to believe that detail
scrutiny of the case is necessary

ii)

What is the percentage of selecti
of the total number of registed
dealers in the State selected
Business Audit/Ta Assessment?

Audit party should see that tf
provisions of the Act/instruction
have been adhered to so as to cq
all dealers undeBusiness Audit/
Tax Assessmemnwithin a specified
period. If notdone, its effect or
revenue may be worked out,
feasible.
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Whether cross verification of an
information gathered during th
course of an audit assessment \
made to establish the implication
revenue.

The audit party should examir
whether the required cross
verification has been correctly do
and comment on revenu
implications.

Whether input tax credit, exemptio
and other credits or concessig
claimed by the dealer in the retur
were disallowed for which n
supporting documents weréled/
produced.

Vi)

Whether the tax audit report w
handed over to the dealer and

dealer filed his final reply within th
specified period after receipt of tf
report.

vii)

Whether the prescribed author
assessed the dealer to the best of
judgment.

viii)

Whether the prescribed penalty w
imposed if the prescribed authori
was prevented from conducting t
proceedings or if the deald
committed any act of omission
order to evade or avoid payment
tax.

Whether a demand no& was issue
for additional amount of tax wit
penalty.

Whether audit assessments h{
been completed within the tim
provided under the Act?

Delay in assessments and imp
thereof may be commented up
suitably.

Xi)

Whether in the case of a dea the
amount of tax assessed or reasse
for any period exceeds the amount
tax already paid for this period by ?
per cent (percentage could var
across States) of the amount so p
the amount of penalty as provid
under the Act has been levied?

A list of cases where the provisio
have not been followed may
prepared and the financial impg
may be calculated.

i)

Whether in case of a dealer whg
part turnover has escaped assess|
is assessed within the prescrib

time under the Act?

A list of cases where the provisio
have not been followed may I
prepared and the financial impg
may be calculated.

190



xiii)

Whether the liability of the deale
registered under different clauses,
pay tax has been calculated from
correct date?

Make a list of cases where t
liability to pay tax has bee
calculated from incorrect dates
ascertain the financial implicatio
e.g. where the turnover exceeds
threshold, liability to pay tax take
effect from the appointed da
where turnover in anyear exceed
the threshold for the first time
liability takes effect immediatel
from the date the turnover excee
the threshold etc.

Xiv)

Whether on assessment, if f
provisional refund granted is four
to be in excess, it has been recove
as if t is a tax due from the deal
and interest has been charged at
rate of 18per centper annum?

A list of cases where the provisio
have not been followed may [
prepared and the financial impg
may be calculated.

XV)

Whether in the cases of asgessits
under audit assessment, on refl
becoming due, simple interest of
percent only has been allowed for {
period from the date of closure of t
accounting year to the date
payment of such amount?

Financial impact of excess refur
may be workeaut.

XVi)

Whether purchase tax has be
levied on a dealer who purchag
goods from an unregistered deale

Nor+levy of tax may be calculate

XVii)

Whether appeal against assessn
order has been accepted withg
proof of payment of the tax

minimum of 20per centof the tax
assessed has to be paid) in respe

which the appeal has been preferré

The incorrect acceptance of su
appeals may be pointed out and
amount of the tax not collectg
including the interest due on it mg
be calculated and commente
upon.

! Percentage of interest leviable may vary across the States.
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Xviii )

Whether the liability for tax to b
paid in a works contract (in soni
Acts goods used in the execution
works contract are deemed as sal¢
such goods) has been compu
correctly as per the provisions in t
Act?

The praiisions in the Act for
payment of tax on Works Contra
may be seen. There is a provisi
of lump sum tax on work contra
(Maharashtra) or in other plac
(Delhi, for instant) a particula
percentage of labour, services g
other like charges have beeiven
which are to be deducted from t
total contract price to arrive at tf
taxable price of a contract. In ca
the contractor can establish the c
of the Ilabour utlised in th
contract, he may deduct the sa
for arriving at his liability of a
particular contract. When goods &
sold in the execution of work
contract, the rate of tax applicak
to the goods shall be the rate of
applicable to such goods.

Xix)

In case of business transfer cases,
liability, if any, has been paid b
transferoror transferee. (Sn 51 e
good will)

XX)

In case of amalgamation
companies, tax assessed corred
(Sn 52)

XXi)

Any other point(s) specify
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V. REFUNDS, SET-OFF AND COMPENSATION CLAIMS

A. Regular refunds

Whether the application of refur
was submitted in the prescribed fo
within the specified period.

Whether application received
prescribed form in time?

Whether all the returns due have by
filed and the taxes, interest
penalties due have been paid an
notice of excess desand has bee
issued by the prescribed authority g
received by such dealer.

Audit party has no verify fron
demand register.

ii)

Whether any tax, penalty etc.
outstanding against the dealer un
the Repealed Act or CST Act.

Whether any refundhas been mad
within the specified periodf filing of

such claims and after examination
the case by Business/tax audit wi
and after verifying the proof @
deposit of tax.

Whether the VAT dealer claimin
refund under the scope of section 5
or 5(3) of CST Act have furnished &
the required documents according
the provisions of Act/ Rules.

Vi)

Whether any amount has been paic
interest.

Refund orders to be verified.

B. Provisional refund

vii)

Whether the application of refund h
been submitted in the prescrib
proforma within the specified perid
from the date of filing of the retur
and all the documents showing th
the sales made by him is zero ra
sales and he is entitled to input t
credit, have been enclosed with f
apgication.

Whether application submitted
time?

viii)

Whether the VAT dealer has filed ¢
affidavit that input tax has been pa
by him to the registered VAT deal¢
against the tax invoices under t
provisions of the Act.

Whether the VAT dealeclaiming
provisional refund has furnishe
security either in the form of a bar

guarantee or in some other form.

Banks guarantee register to
verified.
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Whether the amount of provision
refund found to be in excess
assessment has been recovagthx
due.

Xi)

Whether interest at the prescribed r
has been charged on the exc
amount of provisional refund fror
the date of refund to the date
assessment. (@18%)

Calculation to be verified.

C. Refund to Special Category

Whether thepplication of refund ha
been submitted in the prescrib|
proforma within the specified perig

i) of the tax so paid with the documer

as required under the relevant V/

Rules.

Whether the refund order in tH Refund to be verified.
xii prescribed proforma was pass

within the specified period from th
date of receipt of the application.

D. Setoff/Compensation claims

Xiv)

Whether  refunds have  be
accurately accounted for befo
claiming compensation.

XV)

Whether the details/break up of VA
andnonVAT receipts were availabl
since refunds are allowable only ¢
the VAT receipts.

XVvi)

Whether sebff/concessional rates (
tax were wrongly allowed for refun
andcompensation claims

XVii)

Whether ITC has been adjust|
against CST dues.

XViii)

Whether any interest on refund h
been allowed on the tax paid by t
dealer after the closure of tf
accounting year, from the date of t
latter to the date of payment of su
amount?

In case the dealer has paid
amount of tax after closure dhe
accounting year and it is to
refunded, interest shall not K
payable. If interest has been paid,
financial impact may be calculateq

XiX)

Any other point(s) specify
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VI. INPUT TAX CREDIT (ITC)

Whether ITC has been allowed
any inadnssible case.

The audit party should chec
whether ITC was allowed in th
following cases where ITC is n(
admissible**:

Whether ITC has been allowed to
carried over without the exce
i) credit béifidg ags
outstanding tax, penalty dnterest
payable.

The audit party should prepare
list of all such cases and comme
on impact on revenue.

Whether ITC has been correct
adjusted against CST dues bef
carrying forward.

ii)

The audit party should prepare
list of all cases whenarong credit
was allowed and comment ¢
impact on revenue.

Whether in the case of a dealer, W
purchased goods intended for f
purposes specified in the Act a
used the same fully or partly fq
other unspecified purpose
prohibited circumstancesthe tax
credit has been reduced from the
credit being claimed for the t3
period during which such use h
taken place?

A list of cases where th
provisions have not been followg
may be prepared and the financ
impact may be calculated.

Whether in the case of a purchag
(registered dealer), if the tax cre
availed by him in any period i
respect of which the purchase
goods relates, becomes short/exa
(due to issue of credit/debit note
return of goods), the adjustment
the amount btax credit allowed tg
him in permitted only in the ta
period in which the credit or dej
note has been issued/goods h
been returned?

A list of cases where th
provisions have not been followg
may be prepared and the financ
impact may be calcated.

Whether tax credit has been allow
correctly in respect of inputs if th
goods are sold in another State?

Vi)

Purchases intended for inter Sti
sales as well as exports are eligil
for tax credit in excess of 4 perce
CST. Any instances wher&ax
credit has been incorrect|
availed/ allowed may be broug
out in audit.
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Whether ITC has been reduc
proportionately where inputs a
used partly to make taxable gog
and partly for exempted goods?

As an illustration, X purchase
machinery fo Rs. 1 lakh and pais
a tax of Rs 12,500 on it and usec
in the manufacture of taxable |
well as exempted goods. If tt

i) share of taxable goods made
that machinery is 8@er cent his
ITC would have to be restricted |
Rs. 10000 (80 per cent of
Rs.12,500).
ITC availed on capital good are n Audit party should see thafixed
used continuously for five years, b assest sales in schedule of balal
Vi) sold, the amount of_tax credit sha sheet qnd ascertain the detailsl
be reduced proportionately havil proportionately reverse [
regard to the period of failing shg applicable.
of the period of five years.
In case ITC availed on capital gooc Audit party should verify thg
i.e plant & Machinery, are meant fj balance sheet and fixed ass
ix) | use in manufacture of taxable goc schedule to confirm that plant al
and accounted as cgdiassets in thi Machinery capitalized and ¢
books of accounts. which only ITC availed.
if the goods are sold in the course Audit party has to verify
inter-state trade or comerce or correctness of ITC revers
used in the manufacture of the goq calculations.
which are sold in the course of inte
state trade and commerce, tax cre
to be reduced :
(1.07.10 to 30.09.1482% : excepi
sr.no.13 of schedule I
X) w.e.f.: 1.10.14@1%: except sr.nc
13,24,48(i), 54,76
@2%: crude oil,furnance oil
avaiation turbine fule,HSI
0il,LDO,Solvent,petrol, low sulpu
heavy stock, linear alkyl benzen
bitumen, liquefied petroleum galj
and other petroleum products a
natural gas
) Any other point(s) specify No
Xi
VIl . PAYMENT AND RECOVERY OF TAX, PENALTY AND INTEREST

Whether a notice of demand h
been served on the dealer |
payment of assessed tax, interest
penalty. The date specified shoy
not be more thn the period allowe

from the date of service of notice.

The audit party should prepare
list of all cases where it was n
done and comment on the impé
on revenue.
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Whether the prescribed authority h
taken care in the interest of reven
while allowing payment of any
demand in installment and fq
reasons to be recorded in writing
the condition that the said dea
furnishes sufficient security for suc
facility.

The audit party should prepare
list of all cases where it was n
done and cmment on the impad
on revenue.

ii)

Whether the rate of penalty, interg
or any other amount due,
prescribed in the Act, have be
levied for failure to make payment
the assessed tax etc. for every mo
for the period for which payment h
beendelayed by him after the da
on which such amount was due to
paid.

The audit party should prepare
list of all cases where it was n
done and comment on the impé
on revenue.

Whether a proceeding has be
initiated to recover the unpal
amoun even after the due date
pursuance to the notice of dema
issued to the dealer.

The audit party should prepare
list of all cases where it was n
done and comment on the faily
of department/impact on revenu,

Whether the cases where whole
part of the tax, penalty or intere
payable by any dealer or class
dealers has been remitted or of &
specified class of sales or purcha
has been remitted, this has been d
by an order of the Stat
Government?

The existence of an order of tl
State Government may b
checked. Else the financial impe
of the irregular remission may |k
commented upon.

Vi)

Whether the dealer has paid t
amount of tax (assessed, reasses
etc.), penalty and interest that ha
become payable within 30 days
thedemand notice served upon hi

It may be seen whether a systern|
monitoring such delays exists
the offices.

vii)

Whether, if payment of tax has be
allowed in instalments and the dea
has defaulted in paying &
instalment, the dealer has beetdh
to be in default in respect of t
whole amount then outstanding &
all other instalments have been h
to have become due on the same (
as the date of the instalment

default?

A list of cases where th
provisions have not been followg
may be pepared and the financii
impact may be calculated.
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viii)

As a special mode of recover
whether the assessing officer, in c:
of a defaulting dealer on whol
demand notice has been served
respect of tax, penalty or interest, 1
served a notice to arerson from
whom any amount of monies is d|
or may become due to the dealer
to any person who holds monies |
or on account of such dealer?

The financial documents on tt
basis of which the demand w,
raised/ assessment files of su
dealers may bescrutinised tg
check if such persons a
discernible on whom notices cou
be served in respect of tl
defaulting dealer. The efforl
made by the assessing offic
towards use of this mode |
recovery may be selectivel
commented upon an
substantiated.

Whether interest has been chargel
the prescribed rate of eighteger
centfor the delay in payment of du
from the due date until the date
payment?

A list of cases where th
provisions have not been followe
may be prepared and the financ
impact may be calculated.

Whether interest has been chargel
the prescribed rate of eighte
percent for the period as has bg
extended or the instalments that hg
been granted?

A list of cases where th
provisions have not been followg
may be prpared and the financig
impact may be calculated.

(xi)

Whether the assessing officer I
imposed the penalty of the sum eq|
to the amount of the tax in case
dealers furnishing incorre(
information/ availing incorrect taj
credit etc in an attempt tevade/
avoid payment of tax?

A list of cases where th
provisions have not been followg
may be prepared and the financ
impact may be calculated.

(xii)

Any other point(s) specify

VIIl . LUMPSUM TAX

Whether lump sum permissid
obtained by dealeto continue the
lump sum payment. (01.08.(
permission granted earlier shall
continued)

The audit party should chec
whether dealer obtaine
permission to pay tax in lumpsur
If assessement cases are @
01.08.08, check wheth¢
pemission obtainetcontinue the
same.

Under Section 14 A, who opted
pay lump sum tax has been paid

i) @0.6% only for his work
contract covered under sitems (i)
to (ix) of item 3 of Notification

(GHN-106) S.14A (v) date(
11.10.06.
i) @ 2% other than work

contracts pecified above

The audit party should see th
correct lump sum tax has bej
levied for the specified work
contract.
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ii)

Whether there are any instances
case of a dealer who has be
permitted to pay lump sum tax
lieu of tax on sales, where phase
tax leviable on specified instances
the Act has not been paid?

A list of cases where purchase t
has not been levied may |
prepared and the financial impe
may be calculated.

Any contravention of any of th
provisions of the Ilump sur
permssion granted.

The audit party should list of a
cases where dealer breach the |
sum permission.

Whether tax has been levied ung
Section 7 & 9 from the first day d
the month during which event ¢
such contravention has occurred.

In case of ontravention, dealer i
to be considered as normal deg
and such cases list to be prepal
and financial impact may b
calculated.

Vi)

Tax deducted at source under 5
(8), has been furnished tt
certificate along with  othe
particulars

TDS 1 whether  original
certificates are available

vii)

Whether dealer furnished origin
certificate to avail credit and th;
TDS pertains to the relevant year |
payment of lump sum tax undj
Section 14 A

TDS 1 original certificates
produced and credit availed a
pertains to relevant year only.
not, credit to be disallowed.

viii)

Any other point(s) specify

.M

ISCELLANEQOUS

(i)

Whether opening stock on th
appointed date is correct
calculated using the prescribi
formula (e.g. Tax amt. = rate of te
* purchase value of openin
stock/100+ rate of tax in the State]

The audit party should prepare
list of all cases where it was n
done and comment on the faily
of department/impact on revenu

(ii)

All inter-state sales, export salg
sales made to amnit located in
AnSEZo or AEOUO
AEHTPO shalll be
RATED SALES©O.

In these types of sales, no VAT
payable, but such dealers sh
qgualify for fi i
Calculation of ITC and it
admissibility should be properl

checked

The audit party should prepare
list of all cases where ITC wg
wrongly allowed and comment ¢
the failure of the
department/impact on revenue.
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(iif)

All inter-state branch transfers |
stock transfers or consignment sa
or such transactions thathvolve
inter-state movement otherwise thi
bywayofsal e i s tern
Transactionso.
no VAT or CST is payable.

No ITC up to 4% input tax is
thereafter, admissible. Only
proportionate ITC in excess of 4
shall be admissiblelt should be
checked whether the ITC on exen
transactions was correct.

The audit party should prepare
list of all cases where ITC wg
wrongly allowed and comment ¢
the failure of department/ impa
on revenue.

(iv)

All  dealers who are neithe
importers nor manufacturer and
whose turnover does not exceed |
prescribed limit for VAT (e.g., Rg
50 lakh in Jharkhand) shall &
eligible for Composition ol
Presumptive Tax Scheme. Th
shall not be eligible for any IT@or
can they issue tax invoick.should
be checked whether any ITC w
allowed to such dealers cover,
under the Composition o
Presumptive Tax Scheme

The audit party should prepare
list of all cases where ITC wg
wrongly allowed and comment ¢
the failure of department and lo
of revenue.

v)

Whether the time limits for filing
appeals, filing of memorandum (
cross objections (By th
Commissioner on appeals decid
by the Deputy Commissioner) ai
revision cases is being adhered tg

(vi)

Whether the goods, vehicles
documents seized at the cheel
post/barrier have been released &
payment of tax, penalty and intere
or on furnishing security?

A list of cases where th
provisions have not been followg
may be prepared and the financ
impact may be calculated.

(vii)

Whether a transit pass issued ai
check post for a boat, vehicle
animal carrying goods coming frol
outside the state and bound for
place outside the state, is shown
the last check post before exit fro
the state?

The issue and receipt of the tran
passes of all check posts within t
state must be cross checked.
case the transit pass is not shg
at the last check post befo
exiting the state, it is to b
presumed that the goods so carr,
have been sold within the Stg
and tax and penalty palyle has td
be levied. Instances of non levy
such tax and penalty may |
aggregated and the amoy
ascertained.
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(viii)

Whether a survey has been done
the  owners/lessee of co
storage/ware houses, godowns W
store taxable goods for hire |
reward to ascertain if correct an
complete records are beir
maintained by them in respect of t
particulars of the person who!
goods are stored in such places ;i
in respect of the quantity, value a|
date of delivery of such goods?

(ix)

Any other point(¥ specify

X. Audit on works contractors (who availed benefit of Amnesty scheme announced

by the Govt of Gujarat on 14.10.2014)

Whether dealers have ma
application in the form prescribed
the Commissioner.

Whether dealers have ma
application within prescribed tim
limiti.e 14.10.2014 to 13.04.2015.

If no, list of such dealers may [
prepared and such lacuna may
pointed out.

ii)

Under the scheme only Civ
contractors are eligible. Othg
contractors executing works ik
mechanical work, electrical work
etc are not eligible.

It may be checked whether tl
benefits of scheme were provided
civilworks contracto

If no, list of such dealers wh
made application after lapse

scheme may be prepared and s
irregularties may be pointed out

All transaction taken place on al
after 1.4.2006 till the date «
application made under the sg
scheme were eligible for bene
under this scheme.

It may be checked that benefit of t
scheme h&s been given on th
transactions between 1.4.2006
date of making application only.

Such cases may be pointed out,

Whether dealers have furnish
nane of dealers from whom th
goods were purchased duri
1.4.2006 to 11.4.2015.

List of dealer avails benefit ¢
transaction pertaining to prid
period may be made and involve
tax may also be pointed out.

Vi)

Benefit of this scheme shall [
available only for those transactio
which took place after 01/02006

If no, then the list of suc
purchases and tax involved may
prepared.

and which are expressly gettis

If yes, list of such dealers wh
availed benefit under this scher
irregularly mg be prepared an
irregularity may be pointed out.
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covered because of th
L&T judgement.

Whether any dealer who was n
covered under the L&T judgeme
has availed the benefit of scheme.

vii)

Works contractor who takes th
benefit of this scheme, and wi
purchases from Unregistered Deq
(URD), is liable to pay purchase ti
under section 9 and no ITC will &
available under section 11 der the
GVAT, 2003 on such payments

Whether purchase tax, if any, w|
levied on URD purchases.

List of such dealers who did n
pay PT may be prepared a
irregularity may be pointed out.

viii)

Dealers should have paid Entry T
on purchase /branch trdas of
machineries in the form of Vehiclg
from Outside of Gujarat Stat
(OGS). If no entry tax had been pg
at the time of purchase, it has to
paidunder this scheme.

Whether Entry tax, if any, was levig
on purchase from outside of Gujal
state.

List of such dealers who did n
pay Entry tax may be prepared &
irregularity may be pointed out.

No appeal can be filed by the dea
against the order issued under t
schemelf any tax, interest o
penalty has been paid against
transactios during 1.4.2016 to daf
of application, such amount will n¢
be refunded by the department un
any circumstances.

Whether any such amount has bg
refunded or adjusted against the
payable of the dealer.

If yes, list of such cases with tg
involvedmay be prepared.

Whet her all de a
benefit under this scheme we
assessed under section 34 of GA
ACT in the prescribed time period.

List of dealers not assessed un
section 34 may be prepared a
reasons of non assessmentrha
collected from the department.

Xi)

Whether  sufficient  supportin
documents such as VAT report/Pé&
Alc etc have been furnished by t
dealers.

If no, list of dealers who did n¢
submit sufficient document ma
be prepared and brought to not
of the department.

i)

Total number of dealers applied aff
11.4.2015 under the scheme.

xiii)

Amnesty scheme was furth
extended by the Government i

from 11.4.2015 to 11.8.201

It may be verified that dealers wt
applied for benefit during
extended period has paid intert
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However, dealers who applied ung
the scheme were liable to pay irgstr
on the payable tax from 11.4.2015
the data of payment of tax.

with tax or not. List of such deale
may be prepare with tq
implication.

Xl.En

forcement and recovery

Total number of inputs/complair
received by the office of Additiong
Commissioner (Enforcement
Ahmedabad against the deald
regarding evasion of tax during ti
audit period.

Out of above in how many ca;s
enforcement actity was conducted

Number of proposal for the purpo
of enforcement activity receive
from Units/Ranges.

Out of above, number of cases
which proposal for enforcement w
approved by the competent authori

List of cases in which propds
was turned down may be prepal
and reasons for not accepti
proposal for enforcement activil
may be collected.

After  conducting  enforcemer
activity the concerned officer mg
pass provisional order for the limitg
period to the dealer. In certapiases
after the consent of compete
authority may  make  Audi
Assessment and pass an order.

Whether details of such provision
order has been passed to concer
office at the time of regulg
assessment of the dealer.

If no, list of cases where no actic
was initiated may be prepared a
reasons may be collected from t
department.

Vi)

Whether the department liaised w
other Government agencies f
getting information in respect (
dealers engaged in evasion of tax.

vii)

Whether assessment has maone
under section 34 of GVAT Act i
case of dealers engaged in evasio
tax.

viii)

The proper notices for demand
tax, interest or penalty, as the ca
may be, were issued timely.

Further proceedings such

proceeding under land revencede
were initiated in the cases whe
demanded amount was not pq

within the stipulated time.
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Xl . Check Posts

On Inter/Intra State movement
fspecified good
i) with Form 7 402 and has beg
endorsed by the officer manning t
ched post/ barrier.

Carrier of goods entering into th
State has Formi1 403 duly
i) authenticated by the registeril
authority under whose jurisdictig
the dealer is registered.

The transit passes Forim404 were
issued to the carrier/vehicle
carying goods to other statg
through Guijarat.

ii)

The transit passes were regula
reconciled by the entry check pos
iv) | with the exit check posts to ascertg
that the goods were not sold
delivered within the State of Gujara

Whether registersviz i) Stop
Delivery Memo Register, ii) Rai
V) | case Register is being maintained

Checked by Signature:

Name:

Designation:
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ANNEXURE - 11l
GVAT FORMS
FORM NAME PROVISIONS OF THE DESCRIPTION
RULE

Form 101 Rule 5 Application For VAT Registration
Form 101A Rule 5 Detz_alls of Additional Places of
— Business
Form 101B Rule 5 Addr_ess of_Branches and Godown
— outside Gujarat
Form 101C Rule 14(1) Specimen signature of Authorized
— person
Form 101D Rule 5(5) Details of Partners / Directors
Form 101E Rule 14 IAddition information of Business
Form 102 Rule 6 Certification of VAT Regstration
Form 103 Rule 10(1) App[lcathn for Cancellation of
— Registration
Form 104 Rule 10(3) Notice .for S_uspensmn / Cancellatic
— of Registration

Security under section 28 & 67(16
Form 105 Rule 12 ihe GVAT Act
Form 106 Rule 13 Declar_atlon/Rewsed decla_ratlon
— regarding manager of business
Form 107 Rule 14(2) & (3) Revised declaration regarding ban
— accounts

Statement of goods held in stock (
Form 108 Rule 16 31/03/2006)
Form 109 Rule 18A(3) Appllcatlon for Certificate of

entitlement
Form 110 Rule 18A(4) Certificate of entitlement
Form 111 Rule 15(5A) List of purchase of goods
Form 112 Rule 15(5B) List of purchase of goods

Rule 18 and sub rule
Form 201 (2),(3A),(3B) and (3C)[Monthly/ Quarterly return
of rule 19

Form 201A Sub rule (2) of rule 19]|List of Sales of goods
Form 201B Sub rule (2) of Rule 19List of Purchases
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http://commercialtax.gujarat.gov.in/vatwebsite/download/form/1011.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/101A.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/101B.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/101C.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/101D.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/101E.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/102.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/103.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/104.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/105.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/106.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/107.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/108.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/201.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/201A.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/201B.pdf

Sub rule(2),(3A) and

Form 201C (3B) of rule 19 Balance of Stock (List of inventory
Sub rule (3) of rule 19 Monthly/Quarterly / Annual return
Form 202 and sub rule (4) of rulg y y
0 for Lump Sum Dealers
Form 202A Sub rule (3) of rule 19 List of Purchases for Lump Sum
Dealers
Form 202 B Rule 19(3) !_ISt §ales of goods against retail
invoices
Form 202 C Rule 19(3) List of purchases of goods
Sub rule (4) of rule 19
Form 203 and sub rule (9) of rulgMonthly / Annual return of incentivg
20
Sub rule (4) of rule 19
Form 204 and sub rule (9) of ruIEMonthly/AnnuaI return of deferme
— of tax
20
Form 205 Sub rule (2) of rule 20jAnnual return (self assessment)
Form 205A Sub rule (1) of rule 20]Additional Information of Business
Form 206 Sub rule (1) of rule 22 Application for Permission to file
— separate return
Form 207 Rule 23 Challan
Form 208 Rule 24 Notice for Crossing Threshold of
— Turnover
Form 209 Sub rule (1) of rule 25 }A_\ppllcatlon for Exemption from
iling returns
Application for Permission to pay
Form 210 Sub rule (1) of Rule 2§lump sum tax under Section 14 of
GVAT Act
Application for Permission to pay
Form 210A Rule 28A(1) lump sum tax under Section 14 of
GVAT Act
Application for Permission to pay
Form 210B Rule 28B(1) lump sum tax under Section 14C o
GVAT Act
Application for Permission to pay
Form 210C Rule 28C(1) lump sum tax under Section 14D o
GVAT Act
Form 211 Sub rule (4) of rule 28 Permission to pay lump sum tax

under Sectiori4 of GVAT Act
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http://commercialtax.gujarat.gov.in/vatwebsite/download/form/201C.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/202.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/202A.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/203.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/204.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/205.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/205A.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/206.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/207.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/208.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/209.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/210.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/211.pdf

Permission to pay lump sum tax

Form 218 Rule 28A(3) under Section 14B of GVAT Act
Permission to pay lump sum tax

Form 218 Rule 288(3) under Section 14C of GVAT Act
Permission to pay lump sumxta

£orm 21T Rule 28C(4) under Section 14D of GVAT Act

Form 212 Sub rule (5) of rule 19|MST Return

Form 213 Sub rule (5) of rule 19|Daily Account of MST Commoditie

Form 214 Sub rule (8) of rule 28 Appllcat.lqn for Permission to pay
composition for works autract
Application for Permission to pay

Form 214 A |Sub rule (8) of rule 28{lump sum tax for works contract
executed during the year

Form 215 Sub rule (9) of rules Permission to pay composition for

— works contract

Form 218\ Sub rule (8) of rule 28 Permission to pay composition for

— works contract

Form 216 Sub rule (8) of rule 28 Statement for composition of works

— contract
Statement of claiming credit of

Form 216 A |Rule 19(3BB) amount deducted as tax under Seq
59B of the GVAT Act

Form 217 Sub rule (1) of rule 44]Audit report

Form 301 Sub rule (1) of rule 29|Notice for Provisional Assessment

Form 302 Sub rule (1) of rule 31|Notice for Audit Assessment

Form 303 Sub rule (1) of rule 32|Notice for Reassessment

Sub rule(2) of rule 29
Form 304 and sub rule (2) of rulgAssessment Order under Section 3
— 31 and sub rule (2) of |34,35 of GVAT Act
rule 32

Form 305 Rule 27 Notice for amount assessed

Form 306 Rule 37(1) Application for ProvisionaRefund

Form 307 Rule 38 and 40 Refund / Interest Payment Order

Form 3@ Rule 39(2) Refund Adjustment Order

Form 309 Rule 46(1) Notice for Imposing Penalty

Form 310 Rule 63(2) Order for compounding of offences

Form 401 Rule 48 General notice for seeking

information
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http://commercialtax.gujarat.gov.in/vatwebsite/download/form/211.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/211.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/211.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/212.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/213.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/214.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/215.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/215.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/216.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/301.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/302.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/303.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/304.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/305.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/306.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/307.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/308.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/309.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/310.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/401.pdf

Movement of goods within / going

Form 402 Rule 51 outside the state
Form 403 Rule 51(5) Goods entering intthe state from
— other states
Form 404 Rule 52(1) Application for issue of Transit pas
Issue of Transit pass under Sectio
Form 405 Rule 52(2) 69(1) of the GVAT Act
Application for Appeal or second
Form 501 Rule 54(3) appeal under $#ion 73 of GVAT
Act
Application for revision under
Form 502 Rule 54(4) Section 75 of GVAT Act
Form 503 Rule 57(2) Notice beforg passing Order in
— Appeal / Revision
Notice before passing order of
Form 504 Rule 57(3) rectification unde Section 79 of
GVAT Act
Application for enrolment as Tax
Form 601 Rule 59(2) Practitioner under GVAT Act
Form 602 Rule 59(3) List of Tax Practitioners
Form 603 Rule 60(2) Authority by Tax Practitioner/CA
Form 604 Rule 60(1) Authority by a Relative
Form 701 Rule 65(2) TDS Exemption Certificate
Statement by the contractor to the
Form 702 Rule 65(3) sub-contractor under Section 59B(3
c) of the GVAT Act
TDS Certificate under Section 59B
Form 703 Rule 65(4) of the GVAT Act
Yearly Declaration by a person
Form 704 Rule 65(5) payingspecified sale price to
contractor
Register to be maintained by the
Form 705 Rule 65(4) person responsible for the deductiq
of tax at source.
Form 706 Rule 65A(1) Application for allotment of TDS
account number
Tax Deduction AccourNumber
Form 707 Rule 65(3) (TDN)
Form 708 Rule 65A(4) Application for cancellation of TDN
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http://commercialtax.gujarat.gov.in/vatwebsite/download/form/402.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/403.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/404.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/405.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/501.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/502.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/503.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/504.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/601.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/602.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/603.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/604.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/701.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/702.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/703.pdf
http://commercialtax.gujarat.gov.in/vatwebsite/download/form/704.pdf

ANNEXURE T IV

CHECKS TO BE APPLIED DURING AUDIT OF
PROFESSION TAX.

S. PARTICULARS CHECK TO BE EXCERCIS ED
No.
Check (1) Verify that the employer has filed tf
Monthly return filed by the rer'g/rircl)uv;/r;zglntfrl]fgeen days on expiry of tf
Employer inForm 5 P '
(Refer Rule 11(1) of The
Gujarat  State  Tax  o| (2) Verify that the employer has filed t
Professions, Traders Calling return within fifteen days on expiry of th
and Employment Rules, 1976) previous succeeding yealin (case whereir
the numier of employees does not exce
more than twentyraployees)
Annual return filed inForm 5- : o
A/5-AA filed by the employer? (_3) Verify that _he employer has pald_ withi
fifteen days immediately succeeding f
(Refer Rule 11(2) & 11A(i) ol quarter an amount equivalent to the tax
The Gujarat State Tax g [As and when, number of employees exce
Professions, Traders Calling twenty, the en; loyer shahdmrt)heyfollowin
and EmploymenRules, 1976) Y, the pioy . 9
1. year, furnish the return in accordance w
provisions of rulel1]
(4) The return shall be furnished to t
prescribed authority separately for each pl
of work, unless the employer is permitted
file a consolidated return under subule (3).
(5) Verify that the payment of tax is at t
rates specified in entry | of Schedulel
appended to the Act on account of salaries
wages that may be paid to the employees.
(6) Monthly/Annual return as the case m
are received in time imeding payment of ta
should be checked.
Payment of tax salaries/ wag| 1) Check the rates of tax deducted conforn
including arrears of Salarie{ and is in accordance to the entry |
wages may be paid to th Schedule | appended to the Act.
employees by the employer?
2. month

2) Employees receiving
salaries/wages less than Rs 6,000that case
no deduction towards tax is required to
made.
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3) Person does not have status of reg
employment in that case no deduction towg
tax is requiredo be made.

4) The designated authority is Sta
Government to be approached for complia
of professional tax matters? All other area
covered under a Panchayat, Municipality
Municipal Corporation.

5) Check that in the return salaries
wagespal by the employer in respect of t
year is correct and tax is deduct
accordingly.

6) If tax payable according to the return
more than thetax paid for each month see
the employer has furnished along with f{
return, acopy of receighowing payrant
ofdifferential amount of tax, interest ai
penalty if any. (Refer Section 9 & 10)

Registration certificate issued

1) Every employer not being an officer
Government liable to pay tax und
Sectiond shall obtain a certificate ¢
registration fronprescribed authority. (Refe
Rule 3(1) & (2)

2) Check registration file to ascertain whet
registration is done on time and that there
been no delay thereof frothe date on whicl
liability has arisen

Registration certificate
cancelled

Certificate of registration granted under rulg
can be cancelled by theprescribed authg
after he satisfies himself that the employer
ceased to be an employer. (Refer Rule 7)

Arrears in  collection of
Profession tax if any.

1) Arrears of any tax, pengltinterest or fee
due under this Act shall be recoverable
arrears of land revenue.

(Refer Section 11)

Conditions specified in Amensty Scheme
2019 announced for the period between 01
06-19 and 310819 issued vide Circular
No.10 dated 12/07/2019 maylso be check
during the verification of of arrears in
collection of tax

210



B W DB

Govt. of Gujarat has notified the jurisdictions of following designated
authorities in whose office; a person falling under entry 2 to 10 of Schedule 1
may approach.

District Panchgat: - Area of District Panchayat.
Municipality: - Area of Municipality.
Municipal Corporation: Area of Municipal Corporation.

State Government: - All other area not covered under a Panchayat,
Municipality or Municipal Corporation . Hence, taking intoiew jurisdiction

of the designated authority only Registration Certificate has been considered as
the same falls under the State Government which is administered by the Value
Added Tax Department.

ANNEXURE-V
(Allocation of works)

Allocation of work forconducting compliance audit of Unit-, for the period April
202--to March 202--.

(A).  SrAudit Officer

1. Audit of selected cases (as per sampling) with turnover of More than
crore
2. Review of cases audited by AAO
(B)  Assistant Audit Officer/Supervisor
1. Audit of selected cases (as per sampling) with turnover of frebriakh
upto 5 crore
2. Review of cases audited by Sr.Auditor

(© Sr. Auditors
1. Audit of cases foturnover upto 50 lakh
2. Tracing of two month collection in the treasury records.

3. Any other work allotted by A.O, A.A.O.

Sr.Audit officer/AMG -Ill/ P
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ANNEXURE 1 VI

GUIDE OF PROCEDURES FOLLOWED DURING COMPLIANCE AUDIT
OF VAT/ PT/ GST

A. Desk review:

The audit party entrusted with compliance audit should carry out a desk review
at Headquarters before embarking on an audit. The review should comprise a
study of the guard file, data analysis to determine the direction/ focus of audit
and to identify reards /transactions that are potentially error prone for
verification in the field. Ideally this can be synchronised with the quarterly
scheduling of audits. Use of data analytics at this stage is recommended. While
ordinarily a desk review needs to be @rout for gaining an understanding

of the entity to be audited and its focus areas, in certain cases, based on the
context- size, complexity, scale of audit, desk review as a distinct procedure
may not be warranted. In such cases, specific relaxationlcghpe obtained

from the concerned Group Officer, duly explaining the circumstances and
recording/ documenting the reasons for the relaxation, before commencing the
audit.

B. Entry Meeting

On the first day of audit itself the Audit Party members should aaventry meeting'

with the Head of Office to inform of the audit plan and also of the records and
documents required and to request the head of office and other officers and staff to be
available in the office throughout the period of audit. Minutethef'entry meeting'
should be documented and should form part of the inspection report papers.

C. Code of ethics

A declaration in the format prescribed in Annexure .2.1.1 of the Code is required to be
signed separately by each member of the audit teamdinglthe supervisory Officer

prior to the commencement of the audit. A copy of the declaration should be given to
the head of the audited entity as soon as the audit commences. Each declaration should
be enclosed in original with the Inspection Report hgnacknowledgement from the
Management.

(Authority: 1/B/5/954PPG/412012 Dt.25 September 2012)

D. Informatory HMs

After entry meeting, an informatory HM (Half Margin) as giverStatement(l-A to

F) may be issued over the signature of sr.AO. In caseanthere is no supervision of
Inspecting Officer, the HMs may be issued on approval by AAO concerned. In this
HMs the audit party should call for general information of the auditee office, internal
audit/internal inspection conducted during the period dftauind computerisation etc.
The original HM with duly replied by the head of audit entity should be obtained and
attached with inspection report.

E. Audit Sampling

The audit party will call for the day book and the soft copy in excel sheet of the total
asssesment finalised from the concerned auditee. The cases should be selected in audit
by way of sample selection methodology approve&®Ag.

The audit party should prepare and furnish a list of files under each category selected
in sampling to head of audédor earlier production for audit scrutiny. The head of the
auditee office should be informed to produce the files which were not produced in the

212



earlier audit to the party at the earliest. After verification a list of the cases and earmark
against eachocument/cases the authority who had scrutinized the document should be
kept separately in draft LAR file.

F. Distribution of work among the members of the party

Before the commencement of audit the work should be distributed among the members
as perStatemeni Il (A) and an allocation list duly noted by all members be kept on
record. On completion of audit each member of the party should be required to certify
on the statement that items of works allotted have been duly checked by him. The
supervisory offcer/Assistant Audit Officer in case of nesupervised audit) should
ensure that all work has been duly completed. The statement of work done duly
certified and countersigned by tAasistant Audit Officer/Inspecting Officer should

be forwardedlong withthe inspection reports

G. Records required to be examined during field visit
During audit of VAT.

Day Book of VAT & CST assesment made during the year of audit;

~—~~
~"

Sampling selected Assesment files both for VAT & CST;

Files of declared forms ie For@ 0 AH-60, r nFifomaintained separately.
RC Book of the assesse;

Recovery register;

Refund register;

Register for amnesty scheme;

Service Books;

© ©® N o ok wDdPE

Pay bill register;
. TA bill register;
. Cash Book;
. Dead Stock Register;

i
w N Pk O

. List/Register of cases of exemption givennfrgpayment of stamp duty &
registration fees;

14. Files relating to internal audit/internal inspection carried out by the department;
15. Enfacement registers if any;

16. List of outstanding audit objections and their compliance. The relevant Inspection
Reports may atsbe provided to audit.

H. Issue of Half Margin (HM)/POM)

During the course of audit, the audit party may come across certain observations and
the party members should prepare the "Half Margins" (HMs) over the signature of
Sr.Audit Officer.In cases where tHéMs have been issued without approval by the Sr.
Audit Officer (i.e. before commencement of supervision by Sr. Audit Officer) the Sr.
Audit Officer should call for the office copies of such HMs and issue further remarks
where he considers it necessaryodify the audit enquiry already issued or to obtain
supplementary or other information, clarification etc

Where it becomes necessary to discuss with the Head of the Office inspected, any
matter arising from audit scrutiny or any difficulty in getting teeords, replies and
facilities for conducting audit, such discussion may be held by the supervising Sr. Audit
Officer if he is available or in his absence, by the senior Asst. Audit Officer of the party
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Local Audit Party (LAP) should obtain the concurreraf Group Officer and Pr.AG
before issuing the POM/Half Margin of their audit observations involving the money
value above 1 crore and 5 crore, respectively. Therefore, the LAPs should send their
draft POM/HM on high value cases should be promptlylsgietmail to Group Officer

for obtaining the concurrence of Group Officer or Pr.AG. The LAPs should issue the
HM to the auditee after taking into account the instructions and modifications made by
Group Officer/Pr.AG while giving their concurrence.

The a&nowledgement of the receipt of the HMs by the auditee should be obtained and
kept in a systematic and chronological order on record by the Audit Party. Every effort
may be made to get the replies to the audit observations. However, the drafting of
inspecion report should in no case be delayed due teraoeipt of replies to HMs.

The information/ figures required during audit may be compiled by the Audit Party
from the files, records and reports.

I. Collection of Audit Evidence/Key Documents

Following keydocuments should be supported with HMs issued

1 Copy of order of VAT assessment ;

2 Copy assessment of CST order;

3 Copy of relevant page of VAT audit Report ;

4, Copy of relevant page of P&L account;

5. Copy of Annual Account;

6 Copy of relevant page of ITC ledger (whaecessary);

7 Copy of ITC calculation sheet where available (If necessary);

8 Copy of Refund order passed by competent authority;

9. Copy of challan of refund payment;

10. Copy relevant notification/circular/resolution as specified in HM;
11. Copy of any of other pap@ecessary decided by the head of audit team.

J. Review of outstanding paras of the previous IRs

The LAP should issue the list of old outstanding paras of the previous IRs to the head
of the audittee office on the day of commencement of audit with asetpuéurnish

the detailed action taken and status of it till the date of audit. The LAP should also make
concerted efforts to collect the information called for by the Head quarters section and
also to obtain final replies of the outstanding paras withy cof the supporting
papers/letters and submit the para wise verificational remarks in an annotated statement
to the Head Quarters section for its early settlement.

K. Non production of records

The audit team should periodically pursue to head of audifiee db arrange for
production all the assessment files selected in audit sampling for scrutiny in audit. In
the last date of audit the audit party should prepare a list of un produced files/records
during current audit and brought the matter to the nofitead of the audit units.

L. Preparation of Local Audit Report

The responsibility of drafting the Inspection Reports shall vest with the Audit
Officer/Sr.Audit Officer of respective audit tea@dn completion of audit of each unit,
the Audit Officer/Sr.Audi Officer should prepare Draft Local Audit Report as per
Compliance Audit Guideline2016 and improving the quality of Inspection Report
PPG Guidance Note (issued in August 201 hayier| para 1.33.4

214



M. Exit Meeting

At the close of audit, the audit teagatler or the Group officer in charge should also
hold an exit meeting with the officer in charge of the audit unit to discuss the audit
findings and request responses. The minutes of the exit meeting should be prepared and
shared with the audit unit andkaowledgement requested.

N. Preparation LAR & other files for submission
Draft LAR files should be prepared in five parts ie. ¥,db Vol-V as detailed below.

Volume | :_This file should contain the draft LAR, new Title Sheet, existing Title
Sheet ¢tatement-1ll A & B ) , Exit Meeting, Duty list for each member of the audit
team, follow up of supervision by Group Officer, Dialy diary of each member of the
audit team, Code of Ethics, Disposal of HMs, treasury verification statement, HMs with
reply and Contbution statement.

Volume Il :- This file should contain programme books & old outstanding cases.
Volume Il :- This file should contain statistical informations.

Volume IV:- This file should contains key documents of all audit observations.
Volume V :-This file should contain copy of audit plan of the Ukiiidit Design Matrix
O. Submission of Local Audit Report to AMG-III Hgr

The Draft LAR files for the Compliance Audit may be submitted within 5 working days
from the date of completion of audit to the coneerMG Headquarter Sections for
further issuance to the auditee office. The Draft LAR files should be properly indexed
and key referenced by the LAP before submission to the Head Quarters section.
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(A)

10.

11.
12.

Statement!(A)
(Informatory HM for audit of VAT/GST)

The following information may please be furnished to audit,
immediately.

List of CTOs/ACs/DCs in charge of the division/circle during the period
covered under audit .

Statement showing revenue receipts i.e. GST/VAT, CST, Entry Tax and MST
during the pgod covered under audit

List of Commercial Tax cases assessed during the period covered under audit.
The list may be in the following categories, DC/AC/CTO/@ite separately

(a) Cases having gross turnover belovg0 lakh.

(b) Cases having gross towrer of 50 lakh and above, but below2
crores.

(c) Cases having gross turnover oR crores and above, but belows
crores.

(d) Cases having gross turnover ob crores and above.

List of the cases assessed under section 11 by DC/AC/CTO/CTI
as pe categories (a), (b), (c) and (d) mentioned in item (3) above.

List showing outstanding Inspection Report paras with their present status.
(Outstanding previous inspection report paras alongwith correspondence file
may be shown to audit).

Enforcemencases, if any, decided during the period of audit may please be
made available to audit, alongwith list.

Cases in respect of high speed diesel dealers under Motor Spirit Taxation Act,
if any, assessed during the period of audit may be made avaitabladit,
alongwith list.

VTS Activity: The period up to which verification of treasury schedule has
been completed. If the same is in arrears, reasons thereof may please be stated.

Old cases which could not be produced to earlier audit may pleasadese
available now (list enclosed in last LAR).

List of refund cases in excess 0f1,00,000/, (interest thereon may be
indicated separately) alongwith details of

i) PAN Number
i) General Index Number of Income Tax Return
iii) Ward/Circle of the dealer where he is being assessed under

Income TaxAct

iv) Jurisdictional Assessing Officer (Income Tax) may be furnighed
Two Copies) The case filemay also be produced to audit.

List of write-off cases along with details may be furnished to audit.

List of cases where the recovery was affdatnder the Land Revenue Code
may be furnished.
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13.
14.

(B)

IT questionnaire (In the proforma attached).

Please furnish the following details in respect of departmental Inspection
(i)

(ii)
(iii)

Sub: Information regarding internal audit

Name and designation of the authority
Period covered in the inspeatio

Date of inspection

According to instructions contained in Circular No. 115 dated 07.06.2003 issued by the
Commissioner of Commercial Tax, internal audit is to be carried out as per quantum
stipulated i the circular ibid. In this connection the following information may please

be furnished to audit for the yeas- to -----

in the following proforma.

Year Tax No. of No. of | No. of | No of | Shortfall, | Shortf
Criteria cases | casesto| cases | cases | ifany,in | all,if
assesseq be transf | audite | respect | any, in
during | transfer | erred d of cases| respec
the year | red for to to be t of
audit audit transferr | cases
edto to be
audit audite
d
Above
2 Lakh
25,000
to 2
lakh
Refund
cases
Enforce
ment
cases
Total
1. Reasons for shortfall, if any, in respect of cases to be transferred to audit

©

may be stated.

Reasons for shortfall, if any, in completion of internal audit may be stated.
The above information may be furnished sepéyrdte each year of audit,

if AG audit is for more than one year.

Subject: System existing for prevention/detection and reporting of fraud
and corruption.

With reference to above subject, the following information may please be furnished
to audit:

1. Wha it the policy/system existing in the unit/circle to prevent and detect
fraud/corruption.
2. What is the system existing in the unit/circle for reporting of fraud/corruption.
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(D)

What is the system existing in the unit/circle to establish accountability for
fraud/corruption.

Whether and what are the indicators fixed or identified as indicators towards
occurrence of fraud/corruption.

Instances of fraud/corruption noticed by the unit/circle during 2@t 201718.

The relevant records/case files may be prodteceddit.

What is the action taken on above instances, including strengthening of internal
control system, if any?

Special areas, if any, identified as prone to risk of fraud/corruption in the working
of unit/circle.

Whether any guidelines issued by thamragement for controlling fraud/corruption
may be stated. If so, copy of the same may be furnished to audit.

Subject: Expenditure Audit

The following information in respect of this unit office for the periednay please
be furnished to audit

1.
2.
3.

10.

11.

To,

Nameof the office and address:
Name of the present ACCT, Unib, Bhavnagar

Name of the officer who held the charge of ACCT, W%t Bhavnagar during
the period covered under audit

Details of Last Inspection AG Audit Department
(i) By whom done

(ii) Period of audit

(i) Date of audit

A statement showing the monttise/ yeatwise expenditure incurred on pay
& allowance of Officers, establishment, contingencies etc. for the period
covered under audit

Statement showing month wise Expenditure oogfrom Permanent Advance.

Statement showing the montlise /yeaswise receipts (other than 0040 Sales
tax receipts) for the period covered under audit.

Statement showing the accounts/documents and registers maintained by the
office.

Statementshowing name of officials in whose case the Service Books are
maintained by this office, with separate statement, showing expected date of
retirement for the officials retiring within a period of five year

Statement showing the name & designation efadtmental officer who has
inspected the accounts during the period covered under audit and date of
inspection.

List showing the details of loss of public money, theft, misappropriation,
defalcatiol®, embezzlement etc, if any, during the period cavdrg audit
(respective file may be produced to audit).

Sr. Audit Officer/ AMG P

The Assistant Commissioner of Commercial Tax,
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StatementI(B)

(Informatory HM )

Information required to be collected from the auditee unit forthe purpose of
determining field of audit coverage.

Il nformati ve nAO

The total number of live dealers in the unit to be audited

2. The total number of task generated (i.e. CTO wise AC wise and DCCT
wise)

3. The total number of cases assessed. (kindly supplyntormation with the
name of dealer, TIN number, Gross Turnover, ITC allowed and VAT paid)

The total number of dealers covered under ksum tax.

The total number of dealers assessed under-Eumptax. (kindly supply
the information with the name oédler, TIN number, Gross Turnover and
VAT paid)

6. Details of the top hundred tax payers (kindly supply the information with
the name of dealer, TIN number, Gross Turnover and VAT paid)

7. Details of all dealer with gross turnover of Rs 5 crore or above (kindly
supply the information with the name of dealer, TIN number, Gross
Turnover and VAT paid)

Sr. Audit Officer/ AMG.P.No.

To,
The Assistant Commissioner of Commercial Tax,
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(Informatory HM )

Information required to be filled by the department and supplied to audit
I nformative fABO

1 Whether any dealer had submitted an application
registration within the prescribed time from the date
his liability as per the applicable provisions of the V
Act.

2 Whether all dealers registereddan the repealed Act,
submitted the application for registration within the
prescribed time and got themselves registered unde
VAT. Specify the number of cases where dealer
registered under GST Act have not got themselves
registered under VAT

3 Whetherthe dealers, whose applications for
registration under the repealed Act were pending fo
decision before the Act was repealed, submitted
applications for registration under the VAT Act withi
the prescribed time?

4 Whether any market survey was conduaiageriodic
basis to unearth the errant dealers? Whether any
departmental instructions exist regarding market
survey. If yes, whether the same has been followed

5 Whether prescribed registration fees and security p
by all the applicants?

6 No. of dealer where duplicate TIN has been issued.

7 No. of cases where application for change/amendm
in the Registration Certificate has been received by
department

8 No. of cases where application for the closure of
business was received by the déypant and the no. of
cases where permission for the same was granted.

(1) Under GST and (2) under VAT

9 No. of cases where the certificate of registration of
VAT dealer who has failed to pay the tax, interest o
penalty payable, failed to furnish the mtloly returns
and has committed any other offence, has been
suspended/cancelled.

10 | No. of cases where, on the failure of the dealer to
surrender his certificate of registration on cancellatig
the necessary penalty has been imposed and recov
by theassessing officer.
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11 | Whether there are any cases where certificates of
registration have been found to be transferred by or
dealer to another?

12 | Whether the Commissioner has published the
particulars of the dealers whose certificate of

registratiorhas been cancelled as provided under th
Act?

13 | Whether every registered dealer has filed a declara
stating the name of the person or persons who shal
deemed manager/managers of business of such de

14 | Whether a periodical survey/ enuragon of the

dealers whose registration certificates have been
cancelled has been done to check if their total turng
and taxable turnover calculated from the
commencement of any year exceeds the thresholdg
turnover on any day within the year?

15 | No. of dealer who were selected for

(1)Business Audit and (2) Tax Assessment

16 | No of cases where refund was granted and the amd
of refund in

17 | No of cases where department has granted the dea
facility for payment of tax assessed in installnsent

Sr. Audit Officer/ AMGP
To,

The Assistant Commissioner of Commercial Tax,
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Statementl|(C)
(Informatory HM )

The following information may please be furnished to audit immediately.

1. Professional Tax receipts (total of the division and G1i€e) during the
period covered under audit

2 (@)
(b)

()
(d)

No. of RC and EC cases live as on-3+4

No. of RC and EC cases issued during the period covered under
audit.

No. of RC and EC cases cancelled up to 3%:3.

List of RC/EC issued during the period covered under audit.

Position of arrears in collection of profession tax as on 33-3.

Files of RC/EC cases mentioned against item (4) above may be produced
to audit.

To,

Sr. Audit Officer/AMG P.No

The Assistant Commissioner of Commercial Tax,
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Statement! (D)
(Informatory HM )

As per Circular No.GSTL.014884- VAT Cell dated 14.10.2014 Government of Gujarat
announced an amnesty scheme for the construitioeglopers on the basis of taxability
reinforced by the judgement of M/s L & T Ltd. of Honorable Supreme Court dated
26.09.2013 in relation to levy of VAT on sale of immovable property. Period of this
scheme will be 180 days from the date of notificatior. (from 14.10.2014 to
10.04.2015) to avail the benefit of builders and developers were not registered and even
those who are registered are not regular paying VAT. Further the scheme was extended
upto August 2016 with certain conditions and liable to ipégrest on the payment of

tax from 11.4.15 to the date of payment of thxresponse to the above circular,
following information and records may be provided to audit immediately,

Total no. of registered dealer who applied for the benefit under thmeded details

of paid tax.

Total no. of unregistered dealers who applied under the scheme and details of paid tax.
Whether assessment as per provision 34(8) of the Act, ibid has been passed in respect
of the unregistered civil works contractor/developeassessment have finalised the
records may be available to audit

If assessments of unregistered civil works contractor/developer are pending the reason

for the same may be furnished of audit.

Sr. Audit Officer/AMG P.No
To,

The Assistan€ommissioner of Commercial Tax,
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StatementI(E)
(Informatory HM )

Kindly arrange to furnish the information to the Audit Party immediately, as
appended below:

(A)
Year No. Of Registered Total Revenue
Dealers

201516
201617
201718

(B)
Year Grants Received Expenditure Incurred
201516
201617
201718

Sr. Audit Officer/ AMGHII
P No

To,
The Assistant Commissioner of Commercial Tax,

Statement! (F)
(Informatory HM )

The Commercial Tax Department vide Circular 020&7 announced Amnesty
Scheme for VAT dealers known as VAT Amnesty Scheme 2017.

In this connection, please arrange to furnish information and records of the dealers
who have availed the benefits under the scheme.

Sr. Audit Officer/ AMG-P

To,
TheAssistant Commissioner of Commercial Tax,
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PART-C

FINANCIAL ATTEST AUDIT TEAM (FINAT)
1 INTRODUCTION

TheFinancial Attest Audit of State Govemment Accountsis to becondcted as
per the Guidelines approved by the CAG of India in March 2015. The
Guidelines reagnize theroles of ASG(A&E), PAsG/AsG(Audit) and the stte
governmentsand aim at establishingsynergy in their working.

In Gujarat, the O/o the Pr. AG (Audit-11),Gujarat Ahmedabad functions as the
Principal Auditor and O/o the AG (Audit-l), Gujarat, Rajkot functions as the
Sub- Auditor in resped of the financial attest audit of the State Govemment
accounts. The FINAT is to be headed by a Senior Audit Officer and has a
sanctioned strength of two Assisent Audit Officers and sven Auditors.

2 RESPONSIBILIT IES/FUNCTIONS OF FINAT

1. Audit of the Annual Accounts of the State Govemment (the Finance
Acoountsand theAppropriation Accounts)and expressing an opinionon
theseAccounts lased on theresults ofsuch audit

2. Planning, exeaution, reporting and documentation of different stages of the
audit of Finance Accounts(FA) and Appropriation Accounts(AA), audit of
Monthly Civil Accounts and Monthly Appropriation Accounts and co-
ordination with the otler teans in the Financial Audit Wing deding
with scrutiny of vouchers, snctions, etc. and Tressuy Insgedion teams
of the dfice of Accountnt General (A&E), Gujarat, Rajkot.

3. Vetting of draft explanation notes (through UORS) submited by all
departments onthe comments appearing in the Appropriation Accountsof
Guijarat before their submission to th@ublic Acocounts Committe

4. Rendering an opinionon proposs for opening of new sub-heads receved
from the State Govemment to the O/othe AG (A&E). Gujara, Rakot.
(Source : D.G (GA) instruction vide letter. TM/S-2//ONS-COR/2012
13/573 dited 29.122014.

5. Chedking of Accounts a a Glance prepared by the O/o AG (A&E),
Gujard, Rajkot annually.

3 EXECUTION OF AUDIT PROCESS

The Guidelines lay down the timelines for the financial attest audit of the
acountsof the State Government, procedures to be followed in such audit,
responsibilty centers for the audit and the audit cheds to be exerdsed by the
audit team for proving the correctness of assertions made in audit. The audit
procedure hes been structured as uncer.

a. Audit Planning
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b. Audit Implementation
c. Documentation and Reporting.
3.1 AUDIT PLANNING STAGE

The audit of FA and AA currently commences with the issue of a time
schedule by theGovemment Accounts wing of the Headquarters office (CAGG
office). On the lasis of this schedule, O/o the AG (A&E), Gujarat, Rajkot
communcaesa cetail ed timeschedulefor audit and cettification of FA and AA.

The audit planning process for financial attest audit of State Govemment
acounts wold have thefollowing elements:

3.2 INTERNAL CONTROL A SSURANCE
3.2.1 ASSURANCE FROM A& E OFFICE

The accountsof the State Govemment are compled and prepared by the AG
(A&E) through voucher level compilation (VLC) system from the primary
records and acounts maintained by the State Govemment. It is important that
FINAT obtains an assuance from the O/o the AG (A&E) on corredness of
records maintained by that office Assuance onVLC on validation controls,
inclusionof all accountsrendering unitsin monthly accountsand capturing of
budget data against ead unit of appropriation are to be obtained by FINAT
fromthe O/othe AG (A&E) on an annual basis.However, the FINAT will also
validate theintema control assuance given by the O/o AG A&E) through
independent test chedks.

(Source: Para 2.11 of th&uidelines)
3.2.2 ASSURANCE FROM STATE GOVERNMENT

Information on guarantees given by State Govemment, investment in Statutory
Corporations/Govemment Companies, incomplete works etc., are furnished by
the Finance Department/other departments,which appea as part of the financial
statements. In these cases, an assuance from the Finance Department/other
departments shouldbe obtained by FINAT, through A&E Office or directly on
the correctness of the data depicted in the Annual Accountsto be cettified
by thePrincipal Auditor . However FINAT shouldalso conduct independent
test ched for confirming the robustress of the system prevent in the
departments.

(Source: Para 2.12 of th&uidelines)
3.3 RISK ANALY SIS

Audit planning requires condwcting of risk analysis of account aress,
acounting information, and accounts rendering units, expenditure incurring
units and revenuefor colledion units. The dedsion on seledion of appropriate
sampling method, materiality levels and risk parametersis taken onthe basis of
aformal processof identifying risk paraneters and their evaluation. (Source:
Para 213 2.15 of theGuidelines)

3.4 DETERMINING MATERIALITY LEVE LS & SAMPLE
SELECTI ON

FINAT shall recave vouchers details from VLC sedion of O/othe AG (A&E).
The ®ledion of samples for subséntive testing of accounting inputs like
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vouchers, challans, classfied abstrads, consolicited abstrads, trander
entries, settlement aceunts,clearance memorandumand diff erent transadions
forming part of theacmounts will be done by Principal Auditor by adopting
appropriate statisticd sampling methods.Similar activiti es are required to be
doneby Sub- Auditors in their respedive audit jurisdictions. FINAT has to
apply the appropriate sampling methodolayy as dedded by the Principal
Auditor, i.e. Pr. AG (Audit-1l) Gujard, Ahmedabad to draw the sample
transadions and communcae the same to FAW, field audit parties and
treasury inspedion teams.

(Source: Para 2.16 andAnrexure D of theGuidelines)

3.4.1SAMPLING PROCEDURE ADOPTED IN THE O/o PR. AG
(Audit-Il), GUJARAT, AHMEDABAD

Monetary Unit Sampling Method through thelDEA application is keing applied
in the O/oPr. AG (Audit-1l) Gujara, Ahmedabad erstwhile O/oPr. AG (E&
RSA)) Gupra, Ahmedabad on volchers (revenueand capital separaely) from
April 2015 onvardsas given below:

A Gidemce level not below 95%.
A @nEpor Limit not above1% of total amount.
A xpgeded Error Rate not above 0.4%%.

Further, the details of treasury vouchers are stratified in three caegories as
under.

1. Vouchers having money value less than Rs. 5 ékh.
2. Vouchers having money value between Rs.5 &kh and Rs.1crore.
3. Vouchers having money value more than Rs.1crore.

Thesampled vowchers cktails are communcated to FAW in O/o AG
(G&SSA) Rakot by FINAT for subséntive testingof vouchers.

3.4.2 CHECKING OF CERTAIN CLA SSOF VOUCHERS

FINAT will ched 100 per cent of transadions, forming part of the Monthly
Civil Acoountsand Report on Monthly Expenditure (Monthly Appropriation
Acoounts)of the State consicered material by Nature and Context. The details
of AcocountsHeals have been given below for such checking:

1 Loans urder Mgor Heads 6075 to 7618kcept 7610-Loans to
Govemment svants, etc.)

Public Debt under Magjor Heads 6003and 6004;
Contingency Fund unér Major Heads 799%nd 8000;
Reserve Funds bookd under Major Heals 81150 8235;

Minor Heals 101i Pay and Acoounts Office-Suspense, 102i Suspense
Acoount (Civil),1®i Reserve Bank Suspense (Headquarters), 1.0i
Reserve Bank Suspense(Centre Accounting Cfice), 111 Departmental
Adjusting Account uner major Head 86581 SuspenseAccoounts

1 CashBaances looked under Mgor Head 89991 CashBaances
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I CashBaance Investment Accounti 8673

1  Minor Head 800Other Expenditure (espedally if schemes like flag ship
programmes are booked here

Any other Head of Account for which this dfice feds that 100 per cent check
has tobe condicted can beadded to theabovelist.

(Source: Para 2.18 of th&uidelines).

3.5 DECIDING DOCUMENTATION REQUIREMENTS IN FORM
OF MATRIX & INFORMATION SHEET

FINAT would prepare adVa t rshoxvidg theassertions saght to be proved,
sample of transadions and vouchers seleded for carying out the test and
subséntive audit tests to becaried out. Asample matrix is given at Annexure-
B of the Guidelines.

(Source: Para 2.20 and Annexure B of the Guidelines)

FINAT would monitor recapt of dnformation Shee6 based on the Matri x 6
supplied to al theaudit teansinvolved in the Financial Attest Audit (FAA) of
FA & AA showing the nature of subséntive audit test, the unitsiacount
aredacoount irformation onwhich the testwas carried outand theresultsof the
subsantive audit testscariied out by FAW, Locd Audit Parties and Treasuy
Ingpedion units. The Information Sheds will be forwarded to FINAT from
FAW onamontHy basis.Local inspedion parties and treasury inspedion units
will attach theinformation shed as a sparae appendix to theregular inspedion
reports and these will be forwarded to FINAT after vetting by the concemed
headquerters ®dion of therespedive wings.

(Source: Para 2.21 and Annexure-C of the Guidelines)
3.6 AUDITI MPLEMENTATION

3.6.1 PREPARATORY WORK FOR COMMENCEMENT OF
FINANCIAL ATTE ST AUDIT.

The implementation of FAA of State Govemment ac®unts should
appropriately start with areview of theState kudget. As per theGuidelines, the
office ofthePrincipal Auditor may rely onthe Budget Review Report prepared
by O/othe AG (A&E). FINAT will obtain the copy of Budget Review Report
fromthe O/o AG (A&E), Gujard, Rajkot onan annual basis.

Before thecommencement of the audit of transadions from the first month of
thefinancia year, Audit hasto ensure that budget provisionséstimatesincluded
in the Demands for Grants and other budget documents have been correctly
caried ower into the Vouher level Computerization (VLC) system and records
maintained in the Book Sedion. In Gujard, the A&E office has been getting
datain eledronic format and has keen importingit electronicallyto the VLC
system FINAT neednot checkcorrectness of the budjet data randerred to
VLC system. It is suficient to seek an assurance in this regard from theA&E
office.

(Source: Para 3.2 to 3.4 of th&uidelines)
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3.7 FAAIMPLEMENTATION STAGES:
Thelmplementation of Financial Attest Auditcan beorganized in two Phases
Phasel - Year Long Activities

3.7.1 Examination of Sanctions & vouchers performed by FAW
and communcaed to FINAT. (Source: Para 3.7 to 3.13 of the
Guidelines)

3.7.2FAA USING INPUTS FROM INSPECTION OF TREASURIES -

Ingpedion of Treasuries will be performed by O/o the AG (A&E) and result
will be communtcaed to FINAT on a quarterly basis. (Source: Para 3.141
3.160f the Guidlines)

3.7.3 ANALYSIS OF INPUTSBY FINAT

FINAT would analysethe inputsrecaved from desk audit and locd audit of
seleded voichers, treasuy inspection reports and montHy accounts to
asceltain their impad on the financial statements. FINAT may condwt a
wider audit of accounting aress where major deficiencies, we&knesses or
inaccuracies were noticed during the above nentioned examinations. The
objedives of such audits would be to identify underying reasons of
deviations and their impad on the financia statements. The results of this
audit shaild be reported in the Report on State Finances, if consicered
significant orinformed to theState Govemment in theform of a Management
Letter. (Source: Para 3.17 of th&uidelines)

3.7.4AUDIT OF THE MONTHLY CIVIL ACCOUNTS AND REPORT
ON MONTHLY EX PENDITURE (MONTHLY APPROPRIAT ION
ACCOUNTYS)

As the next step, FINAT will perform the detailed audit of montHy civil

acounts, Report on Monthly Expenditure (Monthly Appropriation Acoounts)
and their underying transactions and vouchers is to be taken up. This audit
shouldbe taken up imnediately after the O/o the AG(A&E) sharesthemontHy
civil accountsfor the monthof September with the Principa Auditor since this
would provide half-yeardy figures of expenditure and receipts. Detail ed audit

of the montHy civil acounts and the Report on Monthly Expenditure
(Monthly Appropriation Accourts) may becariied outfor the slecded months
of September, January, February, March (preliminary) and March

(suppkementary).

The objedive of the audit cheds in this phase are to identify errors,
unautharized expenditure etc. if any, suficiently eaty sothat corredions can
be carried out before theacmuntsfor the yea are finally closed. FINAT will
also test chedk transadions indcaed in the dverfied Date-wise Monthly
Statemen tfd each mont. The audit cheds to be cariied out at this stage are
indicated in AAudit Chedks for audit of Monthly Civil Accountd as given in
Annexure T G of the Guidelines. The audit chedksto becarried outon Report
on Monthly Expenditure (Monthly Appropriation Accounts)are indicated in the
AAudit Cheds for audit of Report on Monthly Expenditure (MontHy
Appropriation Acco u n esgiyedin Annexurei H of the Guiddines.

(Source: Para 3.183.190f theGuidelines)
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3.7.5 COMPREHENSIVE REVIEW OF GRANTS

FINAT shouldconduwct a comprehensive review of at least two Grants every
yea. The results of this audit and the findings of audit of montHy civil

acounts,Report on MontHy Expenditure (MontHy Appropriation Accounts)
and the FA & AA shouldbe u®d for reporting on the administation of the
Grant by thedepartmental officers. Grants for such review may be selected by
the Principal Auditor using professioral

judgment on the kesis of subsantial persisent savings/excesses/other
irregulariti es diclosed in pastappropriation acounts.Falure of thecontrolling
and drawing & disbusing dficers to restrict their expenditure within the
allotted amountswould berequiring spedal attention and probe. (Source: Para
3.20 of theGuidelines)

3.7.6 REGISTER OF AUDIT OBSERVATIO NS.

A separate Register may be maintained in FINAT to record errors and
omissionshoticed during audit of Report on Monthly Expenditure (Monthly
Appropriation Accounts)/Monthly Civil Accountsfor follow up adion. The
unsttled cases which may have impad on theacairacy or completeness of FA
& AA shouldbe consiceral for audit comments and for qualification of
accountsas well as for inclusion ascomments in theReport on State Finances.
(Source: Para 3.21 of th&uidelines) Phasell - Year End Activities

3.7.7 ENTRY AND EXIT CONFERENCE.

Entry conference with the State Govemment is to beorganized at an appropriate
time, before the start of Phase- Il of audit implementation. In such conference,
the O/o the AG (A&E) and other Sub-Auditors shouldalso patrticipate. This
conference may be aganized along with the Exit Corference being organized
by AG (A&E) to discussfinali zation of acmunts.It is of paramount impatance
that the audit obgctives, sope, methodolayy are discussed with the Finance
Department of the State Govemment, and also snt to them through aformal
communcation with acopy to theAG (A&E).

(Source: Para 3.223.23 & 3.34 of theGuidelines)

3.7.8AUDIT OF STATEMENTS AND APPENDICES OF FINANCE
ACCOUNTS.

FINAT will commence the audit after the submssion of Statements and
Appendices of Finance Acoountsby theO/othe AG (A& E). In addition to the
audit chedks prescribed, review of compliance with audit observations pointed
out during earlier phase ofaudit will aso be part of the sope of audit of this
phase. In case, corredionsare carried outlater onin theMonthly Civil Accounts
arealy audited, these corrections shouldbe <rutinized and their impad on
acountsasessd. The dtail ed audit chedksto becaried outoneadt Statement
and Appendix of Finance Accountsare indicated in the AAudit Cheds for
audit of Finance Acco u n asggien in Annexurei | of the Guidelines.

3.7.9 AUDIT OF APPROPRIATION ACCOUNT S.

FINAT will commence theaudit of Annual Appropriation Accountsas soon as
Grant Statements containing information relating to grant numler,
nomenclature of the hreadsof accountsup to sub-head level forming part of the
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patticular grant and final grant against ead sub head are received from AG
(A&E). Thecorrectnessof grant numler and nomenclature of heads of acaount
should bechedked at this stage with reference to thosein detail ed demandsfor
grants and any corrigendumissted thereof as also the Supplementary Demands
for Grants for theyear. Further, information relating tothesanctioned provision
(Origina and Supplementary) and the effect of re- appropriation/resumption
ordersissied during theyear against each sub-heal shouldaso bechecked for
correctness.

Audit of detailed Appropriation Accounts showng final Grant expenditure
figures shouldocusonverifying whether theexpenditure incurred is within the
sanctioned provisionor is coverel by re-appropriation ordersissied to med the
excessexpenditure. Finally the audit of the fina Appropriator Accountsis to
be taken up as per the audit cheds attached as Anrexure- J of the Guidelines.

Severd of theseaudit cheds are amenable to execution on theVLC Database
through use of Compuet Aided Audit Tedhniques (CAATS) like IDEA. Audit
checksrequired in varioussubsantive audit testsare listed out inthe Guidelines
to fadlit ate easy development and adoption of CAATs in suwch audits. The
audit report module could bedeveloped in the VLC system for automeating the
financial audit process itself. Compuerization of the audit process either
through in-howse or off the $elf software would assistin better planning,
exeaution and monitaing of Financial Attest Audit procedures and reporting.
Sample audit report which can be developed in the VLC system to facilit ate
audit ched is included as Amexure-K of the Guidelines.

(Source Para 3.253.280f theGuidelines.)
3.7.10 VETTING OF NOTES TO ACCOUNTS

Notes to Accounts(NTASs) are additionalinformatior/disclosures providedin
Volume-l of the Finance Accountsthat help explain spedfic items in the
statementsas well as provideamore comprehensiveassessment of thefinancial
position.

It has been an established pradice thet AG (A&E) proposes draft NTAs and
theseare \etted by the Principal Auditor before their inclusion in the acounts.
FINAT will vet the NTAafter their recapt from the O/othe AG (A&E). Even
after vetting the NTAs there may be circumstnces where audit obsevations
elaborating and accentuating NTAs may be necessary for the reasons of
materiality and context. In such cases, the audit obsevations shouldbring out
the impad of the NTAs on the accuracy and reliability of accounts.Such audit
obsevationsshouldbe communcaed to the AG (A&E) and State Govemment
and consicerad for inclusionin the Report on the State Finances.

3.7.11PREPARATION OF DRAFT AUDIT COMM ENTS

Based on the resultsof audit, FINAT would prepare thedraft audit comments
on the Finance and Appropriation Accountsand send it to Finance Department
for their replies with acopy to AG (A&E) and Sub- auditors.

3.8 DOCWIENTATION AND R EPORTING
3.8.1AUDIT FILES
Documentation in a FAA requires maintenance of audit file along with a
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set of working papers. Audit file refers to one or more folders, in physicd
or eledronic form, containing therecordsthat describe theaudit documentation
for a specific engagement. The audit file to be maintained by FINAT should
include the detail ed audit plan, the sample seledion, nature, timing and extent
of procedures performed, results ofsuch procedure and theevidence obtained.
It should aso nention significant matters arising during the audit, the
conclusionsreached thereon and significant professioral judgments made in
reaching thoseconclusions.Audit file shouldaso include record of discussions
of significant matters with Management, Govemment

and others, including the nature of the significant matters discused and
when and with whom theliscussions took aice.

(Source Para 4.1 to 4.3 of th&uidelines)
3.8.2 ASSURANCE MEMO.

Assuance Memoshave been prescribed in the guidelines to seek an asaurance
fromthePrincipa Auditorand AG (A&E) to thecompliance of theseguidelines.
The Asswance Memo regarding audit of FA and AA would be prepared by
FINAT. These memoswould provide the assuance to the controlling ADAI/
DAI aboutthe completeness and robustress of the process leing followed
while compiling and cettifying the accountsby the concerned autharities. The
Memo to be signed by the Principal Auditor i.e. Pr. AG (Audit-Il), Gujarat,
Ahmedabad isgiven in Annexure L1 of the Guidelines and would be suppated
by an Assuance Memo about compilation of Finance and Appropriation
Accountsas given in Annexure L2 of the Guidelines to besigned by the Pr.
AG/AG (A&E).

3.9 RESULTS OF AUDIT

Theobjedives of conducting FAA of State Govemment acountsare to provide
an assuance on accounts tothe stakeholders, impgoving quality of acounts,
encouraging systematic improvements and enforcing financial discipline. The
outcomeof FAA can bein thefollowing forms:

3.9.1 REVISION /CORRECTION OF ACCOUNTS
3.9.2 MANAGEMENT LETTER

A Management Letter would be proposd by FINAT and the same would be
issted to thePrincipal Secrdary in-charge of Finance Department (the audited
entity) pointing outthoseaudit findings which though not material enough to
affed theaudit opinion, neal to beaddressed to improvethequality of accounts
after its approval by Pr. AG (Audit-11), Gujarat, Ahmadabad. While developing
findings, it is important to focus onunderying causes of problemsrather than
simpy to report the problems and their results. It should be ensued that
nothing communicaed to the audited entity is inconsisent with the audit
opinion. Further, a copy of the Management Letter isswed to the State
Govemment should also be sent to the AG (A&E) for matters relating to
compilation of acounts.A management letter can also be issied to the O/othe
AG (A&E) for matters relating to compilation of accounts.
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3.9.3 AUDIT O PINION

Audit of financial statementsre deasmnable assuranagengagementsGiven
the

inherent limitations of an audit engagement, the auditor can only
provide ab r senable assuancedand not an 0 lzsoluteoned the result of which
is that most of the audit evidence obtained by the auditor will be persuasive
rather than conclusive. The results of this audit are communtcaed to the
extema stakeholders through an audit opinion whch has two comporents as
discussed in paragraph 1.4 ofthis manual.

3.9.4 SUPERVISION AND REVIEW

The responsibilty of prepanng draft audit opinion including draft Audit
Cettificate and draft audit commentswhich might find a place inthe Report on
State Finances would be of FINAT after conclusion of audit and after
consicering the replies receved from the State Govemment. The draft audit
opinionwould be sentto thecontrolling DAI / ADAI for approva of the CAG.
This opinion would be suppated by the Assuance Memos as discussed in
preceding para 4.2 and an appreciation noteabout theprocessfollowed.

4. RESPONSIBILITI ESON VETTING OF UORS

There are 26 departments (having 108grants)of which commentsare appeaing
in Appropriation Accountsevery year. Comments on sub-heads appear as per
the PAC norms in the Appopriation Acocounts. On appearel comments,
the departments submitheir detail ed explanations in theform of UORs whth
are vetted in FINAT. After, vetting of UORSs,finally questionraire is prepared
by FINAT onthe detail ed explanation which is tobe discussd in thePAC.

5. OPINION ON OPENING OF SUB HEADS

The State Govemment has been empowered to discharge the function of the
Union Govemment under article 1500f the Constitutiorof Indiarelated to the
opening of Sub heads and Detail ed Heads of Accountsunder the variousMajor
and Minor heads ofacmuntin its Accounts.Similary, in terms of sedion 21
of the Camptroller and Auditor General (DPC Act 1971), the CAG of India
has delegated to the State AsG thepowers to tender advice to the State
Govemment in the matter of opening of Sub head/ Detailed head in the
accounts.

Further, as per D.G. (GA) instruction vide letter. TM/S-2//ONS-COR/2012-
13/573 dited 29.12.2014Pr. AG (Audit-11), Gujarat, Ahnmedabackquired to
give the opinion on the opening of new sub> head. However, final concurrence
on this matter rests with O/o the AG (A&E).

6. CHECKING OF ACCOUNTS AT A GLANCE

Acoountsat a Glance provide abroad overview of Government activiti es. The
information is presented through brief explanation, setementsand graphs.It is
prepared by the O/o AG (A&E) annually and checked by FINAT.

7. ANY OTHER FUNCTIONS OF FINAT

FINAT will attend any other work assgned by Pr. AG (Audit-11), Gujarat,
Ahmedabadn matters relating to Financial Attest Audit.
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PART-D

RESIDENT AUDIT OFFICE (PAY & ACCOUNTS OFFICE )
1 INTRODUCTION

The Pay and Accounts office (PAO) wasformed at Ahmedabad under the
control of State Govemment on 1 May 1960 to ded with the payment to
Gazetted Officers, paymenton accountof establishment and other contingent
charges pertaining to (1) Secreariat Department (2) Governa Oestablishment
(3) Legislature and (4) State Level Heads of the Departments lacaed at
Ahmedabad.

After shifting of the Seaetariat and other State Leve offices to the new capital
city of Gandhinagar, another Pay and Accounts PAO was created at
Gandhiragar with effect from May, 1970.Thusat present there are two PAOs
at Ahmedabad and Gandhiregar for dealing with the pay and accountswork
pertaining to the various departments of the Govemment of Gujarat.

1.1FUNCTIONS OF THE PAO

In pursuance of the general policy of the Govemment to divest the Audit
department of the responsibilty of making payments and compilation of
acountswhich are not germane toaudit functions, the functions of pre-check
and acounting of the séte ransadionsarisingin Gandhnagar and Ahmedabad
were taken- over by the PAO from the Accountant Generd from 14 June1965
(Gandhiregar from 1 May 1970). Thus, the PAOs a Gandhinagar and
Ahmedabad are responsible for making the pyments and aso for the
maintenance of accounts of state transadions pertaining to above nentioned
four groups of offices of the State Govemment. The PAOs function as a
Treasury in respectof paymentsof thesefour groupsof offices arisingin
Gandhinagar and Ahmedabad. fle PAOs alsocompile the accounts for all
such paymentsincluding ransadionsrecorded at Resident Commissioer, New
Delhi and LiaisonOfficer, Mumbai and the compiled Accountsare rendered to
the Acocouniant General (A&E), Gujarat. The Function and duties of the Pay
and AcoountOffice has been described in thePay and AccountOffice Manual,
1965.

The main functions of the PAOs at Ahmedabad and Gandhinagar are as
follows:

(@ Payment, after cent per cent pre-audit of al contingency and pay &
establishment vowchers. PAO Gandhinagar condcts pre-audit of vouchers
of 128 departmental offices and PAO Ahmedabad conducts pre-audit of
vouchers of 25 departmental offices.

(b) Maintenance of cktailed remrds of swch payments as was done in
Acoountant General s office in accordance with the procedure prescribed
by the Comptoller and AuditorGenerd of India, in thevarous Cods and
Manuals.

(c) Sending montlhy compiled accountsto the Accountant General (A&E) by
the 10t of every monthfromthedetails furnished by the Reserve Bank and
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those oiginating in the PAO office The PAOs also condict reconcili ation
of montHy expenditure of all departments with Accountant General (A&E).

1.2 ORGANISATION OF THE PAO

The Finance degpartment is the administative Department for Diredorate of
Acoountsand Treasuries (DAT). ThePay and AccountsOfficer is in charge of
thePay and AccountsOfficewho provides assisanceto the DAT. Heis assised
by Acoounts Qficer Class-| and Clss-ll, Superintendent, Upper Division
Clerks etc. Consigent with the distinctive furctionsof this office in respecof
StateandCentraltransadionsarising, theofficeis divided into ®verd branches
as cetail ed below:

l Finance Department l

T

[ Directorate of Accounts and Treasuries
T

l Pay and Accounts office ]

. -

PAG Admn/ Cheque/ PAd-3/
I'Rm/am" l Branch 'S'RB”’"‘h ' PAD-1 ' PAD-2 Record

INDIVIDUAL RU NNING LED GER ACCOUNTS (IRLA):

It deds with payment of salaries and allowances of the Gaowemor, Speaker of
theLegislative Assembly of the State, Ministersand MLAs and persordl claims
of theseautharities.

PAY AND ALLOWA NCES OF GAZETTED OFFICERS (PAG)
BRANCH:

It deals with pay and allowances of Gazetted officers working under the above
four groupsof offices.

SERVICE RECORDS (SR) BRANCH:

It deals with the maintenance ofsetvice records of officers of All India Services
working under the State Govemment and al officers working on the post
of State LevelHeadsof Depatmentslocaed at Ahmedabad and Gandhinagar,
issue ofsalary slips,reports on theentitlement of leave etc.

DEPARTMENTAL A UDIT BRANCH ( PAD):

It deds with pay and alowances etc., of non-gaztted establishment,
contingencies and payments authorised by the Accounant Generd, Gujarat.
These branches also ded with payment and maintenance of Contingency Fund
and itsadjustent.

CASH & CHEQUE BRANCH:
It deals with therecepts and payments (y cheque) of bills.
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ESTABL ISHMENT, CONTROL AND RECORD BRANC H:

It deds with establishment matters of this office, co-ordination of varous
sedions, aders issed by the Govemment, Accountant Generd etc.

1.3 MANUAL, RUL ESAND ACTS FOLLOWED BY PAO

For sanction audit and pre audit of contingent payments, the PAOs adhere to
the following Manual/ Rules:

1. TheBombay Pay and Account Gfice Manual, 1965
TheGujarat Civil Sewvices Ruks, 2002

The Gujarat Civil Services Ruks, 2005
TheGujarat Civil Sewvices Ruks, 2006
TheFinancia Power (Delegation) Rules, 1998
Mumbai Contingency Expenditure Rules, 1959
Gujard Treasuy Rules, 2000

The Guijarat Civil Service (Revision of Pay) Rules, 20092&16.
TheGujarat Financial Rules, 1971

1 0 Bombay General Provident Fund Rules

11. The Medical Civil Service Rules, 2015

12. All India Civil Services Rules Pai1-2-3, 2016

2. ORGANISATION AND FUNCTIONS OF THE RESIDENT AUDIT
OFFICE

2.1 PRE-RESTRUCTURING

The accountsand all contingent vouchers of the Pay and Accourntant Offices
locaed at Gandhinagar and Ahmedabad are subpd to audit by the Comptoller
and Auditor Genera of India(CAG).

Thefunctional control of Resident Audit Offices was undr Works
wings, Ahmedabad under the jurisdiction of the Qfice of the Accountant
Generd (Civil Audit), Rakot. Theexpenditure audit of the Departmentsandthe
field offices of the State Govemment were conduwcted by the Office of the
Accounint Generd (Civil Audit), Rajkot up to 1 April 2012. However,saa
part of Restructuring of Indian Audit & AccountsDepartment, with effect from
2 April 2012 the Works wing was renamed as Economic Sedor-11 (ES-1)
Wing and placal under the jurisdictional control of Accountant General
(Economic and Rvenue Sector Audit). The ES-Il wing was given the
responsibilty of auditing six departments. Central Audit of Monthly Accounts
of Public Works Department viz., Roads and Buildings Department and Water
Resouces Department and Payand Acocount Offices, Gandhnagar and
Ahmedabad were aso placed under thecontrol of ES-11 wing.

The functions of Central Audit of morthly accounts of Public Works
Departmentsand Resident Audit Offices of Pay & AccountsOffices located at
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Gandhinagar and Ahmedabad were pdaced under the control of Dy.
Acoouniant Generd (Administration) with effed from 25February 2015.

(Authority: Office Order No. Admn (Au)/BL 180 dated 25-02-2015).

2.2 RESTRUCTURING OF INDIAN AUDIT & ACCOUNTS
DEPARTMENT

As a part of restructuring of Indian Audit & Accounts Department on cluster
based approach, the RAOs Ahmedabad and Gandhinagampiseesl under
AMG-III group under the control of Principal Accountant General (AUgit
Gujarat, Ahmedabad with effect from 15 May 2020.

The functions of Resident Audit Offices of Pay & Accounts Offices located at
Ahmedabad and Gandhinagar were placecatutite control of Dy. Accountant
General (AMGIII) with effect from 15 May 2020.

(Authority: Office letter no. 95/09-SMU/2020 dated 15.05.2020)
2.3 CADRE WISE SANCTIONED STRENGTH

The sanctioned strength of Sr. Audit Officer Audit Officer, Assisent Audit
Officer Supervisor, Sr. Auditor/ Auditor, Data Entry Operaor and MTS for
Resident Audit Offices, Gandhinagar and Ahmedabad as ondateis as follows:

Cadre Sanctionedstrength

Gandhinagar Ahmedabad

Sr. Audit Officer Audit Officer

Asstt. Audit Officer/Supervisor 1 1
Sr. Auditor/ Auditor 5 3
Data Entry Operaor 1 1

(Sanction strength revised in May 2015)
2.4FUNCTIONS OF THE RESIDENT AU DIT OFFICE

The functions of the Resident Audit Offices of PAOs Gandhiragar and
Ahmedabad are as follows:

1. Post audit of contingent vouchers / bills, pay and establishment bills,
travelli ng dlowances bills, medicd bills and LTC etc., relating to Gazetted
Officers and non- Gazetted Officers/ officials passed and paid by the Pay
& AccountsOffices.

2. Audit of sanctions receved from the Departments and offices locaed in
Gandhinagar and Ahmadabad, of which payments/ transadions do not
route through treassury and paymentsfor which are routed through Pay and
AcoountsOffices.

3. Audit and countersignature of Monthly Compied Accounts submitd by
the Pay & Accoounts Offices every month beforeit is submittedto the

AccountantGenerallA&E) by the 10t of each month.
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4. Review of contrad register for agreements made for purchases above
50,000 meintained in manucript by the Pay & Accountsoffices.

5. Postaudit of expenditure relating to Govemor office, Liaison offices at
New Delhi and Mumlai for Gujara Bhavan, and expenses of MLAs sich
as TABIlls, Medicd Bill and Pay bills etc is doneby RAO Gandhinagar

2.5 BROAD OBJECTIVES OF AUDIT

The broad objedives of postaudit of vouchers condicted by the RAO are to
ensue legality, regulaiity, economy, efficiency and effectiveness of financial
management and publicadministration. RAO eks tocheck whether:

(1) Fundshave been authaized by the competent autharity prescribing the
limits within which expenditure can beincurred;

(2) Either aspedal or generd sanction of the Competent Authority authorizing
theexpenditure is avail able;

(3) All financial transactionshave been correctly recrded in the acounts
underexamination and have been alocaed to theappropriate Heads of
Acoouns;

(4) ThemontHy compiled acountsare properly prepared, are complete in all
respeds and are presented with adequate disclosures; and

(5) Whether the provisionsof the Constitution the applicablelaws, rules
andregulationsmade here under andvariousordersandinstructionsissued
by competent autharity are being complied with;

2.6 SAMPLE SIZE FOR SELECTION OF VOUCHERS FOR AUDIT

Prescribing and planning materiality level in the form of monretary thresholds
and other criteria for sledion of sample vouchers, sample account areas and
sample ransadions for subsantive testing isoneof the major audit planning
adiviti es. The ®lection of samples for subsantive testing of accountinginputs
like vouchers, challans, classfied abstrads, consolickted abstrads, transer
entries, settlement acounts,clearance memorandumand diff erent transadions
forming part of theacountsis to be doneby Principal Auditor adoptingany
appropriate statisticd sampling methods. Similar activiti es are required to be
doneby Sub- Auditorsin their respedive audit jurisdictions.

(Source: Paragraph 2.16 and Annexure D of FINAT Guidelines)

Resident Audit Officesrecavesvouchersre ating tothe contingent expenditure,
Pay Bills, TA Bills, Medicd Bills, Abstrad Contingent Bills and Detalled
Contingent Bills for audit. The samplesize for seledion of vouchersfor detail ed
audit approved by the Principal Accountant Generd vide Note orders dated 15
May 2015 isas under.
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Sr. | Particulars Moucher having [Voucher having [Voucher
No. | of Vouchers payment of 50 |paymentof 1 |having
lakh and above [lakh to [payment less
50 lakh than
1 lakh
1 Contingent 100% 50% 10%
2 AD/DC bill 100% 50% 10%
3 Medicd bill NA 100% 20%
4 TA Bill NA NA 50%
5 Pay Bill 100% 50% 10%

2.7 AUDIT CHECKS

The broad audit checks to be followed while conducting audit of sanctions,
various kindsof vouchers and montHy compiled acourts by the RAO are
discussed below. A list of audit chedks tobeconducted is placed as annexureto
the chapter.

2.7.1 EXAMINATION OF SANCTIONS

RAO would cary out audit of sanctionsreceved from respective department/
office withtheobjedive of identifying deficiencies that may affed theaccuracy
andreliability of Finance Accountsand Appropriation Acocounts.Thefollowing
points should spdficdly be looked into by the RAO while auditing sanctions
and the results ofsuch audit communcated to PAO:

1. Whether the classficaion of heals of account indicated in the sanction
is as povided in theDemandsfor Grants/ Supplementary Demands.

2. Whether the sanction isswed complies with the provisions of
Govemment Accounting Rules with regard to classfication into Revenue
and Capital expenditure.

3. Whether the sanction order correctly classifies the sanctioned expenditure
into Voted/ Charged categories where required.

4. Whether the sanction is for drawal of budgeted funds merdy to avoid
lapse of budget provision and if so, pusue the matter for appropriate
comments.

5. Whether the sanctions are issued by the competent autharity and where
required with theapproval of Finance Department /Courtil of Ministers.

6. Whether timelines are prescribed for submissionof utilization cetificates
(e.g. in case of GIA sanction) or repayment schedules for loans and
advances.

7. Whether write-off sanctions are isswed after following prescribed
procedures.

2.7.2 AUDIT OF CONTIN GENT VOUCHERS

The RAO would seled the sample transactions (as per sample size discussed
abowe) to be chedked in detail. The audit chedks to be followed for audit of
Contingent vouwchers, Advance payments, AC & DC Bills and Medicd / TA &
Pay Bills are given in Annexurel to IV .
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2.7.3 DOCUMENTATION OF WORKING PAPERS

Documentation in RAOs requires maintenance of audit file along with the set
of working papers. Audit file refers to one or more folders, in physicd or
eledronicform, containing the records that describe the auditdocumentation
for a specific engagement. The auditfile to be maintainedby the Auditor
shouldincludethe detail ed audit plan, the @smple €ledion, nature, extent of
procedures performed, resultsof suchproceduresindtheevidenceobtained It
shouldalsomentionsignificant matters arising during theaudit, the conclusions
reached thereon and spnificant professioral judgments madein reaching those
conclusions.

Audit file shouldbe properly indexed, referenced and suppemented by the set
of working papers. In case of multiple audit files, a master index of the files
may be naintained in additionto the indx of each audit file. Theauditor should
complete theadministrative process offinishingtheaudit file on atimely basis.

(Source: refer paragraph 4.1to 4.3 of FINAT G uidelines)
2.7.4 AUDIT OF COMPILED MONTHLY ACCOUNTS

The PAO submits Compiled Monthly Acoounts suppated by schedules/
vouchers of (i) Postl Life Insurance, (ii) State Inswance Fund, (iii) Provident

Fund, (iv) Seaurity Depositsof employees of thefour groupsof offices and (v)

Items adjustable by Accountant Generd, Gujara or any AccountsOfficers for

the countersignature of the RAObefore submittingto the Accountant Generd

(A&E). After submitting the montly account, one copy is submited to the
RAO. ThemontHy accountsare to be chedked with referencdo thebroadsheet
andrelevantschedules The relatecthedlist for audit of montHy account
is given in Annexure4.5. The Important provisions,rulesetc, which provide

areferencepointfor Audit aregivenin Annexure 4.6.

2.7.5 MONTHLY RECONCILIATI ON OF ACCOUNTS
BY DEPARTMENTAL OF FICER

Reooncili ation of account figures with the depatmental book will, in first
instance, be done by Departmerdl Officers with the PAO and then
supplementedvherenecessary for reconciliation in the Accountant General és
office sofar as the ransadions of four groupsare concemed. The RAO lesto
watch the pogress of rewnciliation done by the PAO with Acocountant
GeneralGs office and if any arrears in reconcili ation, the same has to be
communcaed to thePAO for necessary adion.

2.8 RESULTS OF VOUCHER AUDIT

Any audit findings noticed during detailed scrutiny of vouchers are to be
communcaed to the PAO for compliance and redification of errors/ mistakes.
The RAO hasto documentall checksby gathering/collecting copies of
vouchers sanctions etc and maintan it in a separde file. The
corresponance has to be wetched at RAO level and ob<ervations have tobe
forwarded to the Audit parties of PAG (Audit-11) and AG (Audit-1) offices for
detail ed audit.
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29 OBJECTION BOOK AND ADJUSTMENT REGISTER

TheRAO hasto maintainObjectionbookandAdjustmentbookfor objections
relating to contingent vouchers and AC & DC Bills separaely. The audit
findings isswed to the PAO areto beentered into theobjedion Booksand based
on compliance of the PAO, necessary entry has to be adjustd in the OB and

adjustent register. Before 5th of every month, the closing of the OBs has to
be submited to the Dy. Accountant General (AMG-11) for perusal.

2.10 OTHER FUNCTION OF THE RAO

Apart from the above functions, the RAO has to submitthe various returns by
thedue dites to therespective groups.

Following returns are to be submited before 5th of every month:

1. Calendar of Returns toQuality Assurance Sedion through Group Cificer

2. Arrear Report to Quality Assurance Section through Group Oficer

3. Men in position to Alministration Sedion

4. Audit Certificate to AMG-IIl Section

5. Closing of Attendance Register to Residantit Officer

Following returns are to be submitted quarterly before 5th of April, July,
October and January:

1. Quartery Hindi report to Hindi Sedion

2. Position ofcivil suitsfiled to theAdministration Sedion.

A half yearly return of complaint register is to be submitted for review by the
PAG (Auditll) i.e in the month of April and October every year.

The returns/ information relating to the cases of misappropriation, write off,
losses etc., for Report on StateFinances, to the State Finance Report Section

is to be submitd before 5t of July every year. The closing of inward
registers and outward register has to besubmited weekly to theResident Audit
Officer.

Thesubmission ofheabovereturns within duedates hes to beoberved by the
RAO.

2.11. ALLOCATION OF DUTIES
2.11.1 SR. AUDITOR S/AUDITORS
Theduties of Sr. Auditors/ Auditas cefined are as under:

1 The Sr. Auditors and Auditors have to carry out works of postaudit of
vouchers as per sampledecided with therespective checklist and daument
it propetly.

1 Cheding of schedules and vouchers with the montHy accountssubmited
by the PAO with theprescribed chedklist and daument it propery.

1 The sanction orders required to be chedked in detall by applying detailed
chedks as prescribed in the checklist, MSO (Audit) and Financia Attest
Audit Guidelines and required to be documented propery. Necessary
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entries of sanctions chedked are to be maintained Department wise
separately.

1 Audit obsvations are to be prepared by each Sr. Auditors/ Auditors and
submitit to theSedional head for approval.

1 After issueof audit objection to PAO, necessary entry with money value
has to beentered in the obgdion books(including AC/DC OB) and watch
the clearance of the audit objedion by applying adjustrrent by settlement
or remvery as case may be. Compliance of the pending objedion is to be
watched by submitting reminders to theRAO onmontHy basis.

1 Letters receved from the office of the State Govemment and
Central Govemment/ Departments and from the Headquerter office require
to be pompty attended for suitable disposal.

9 Thesenior most Sr. Auditor in the RAO has to prepare all returns before
due dates and submitit to the Supervisor /Asstt. Audit Officer RAO for
onward transmissiorto therespedive Sedionsas mentioned in the Calendar
of Return. The Monthly Arrear Report and Calendar of Returns has to be

submited before 5 of every month to the Quality Assurance Section
through Dy. Accountant General (AMG-III).

2.11.2 ASSTT. AUDIT OFFICER/ SUPERVISOR

Asstt. Audit Officer / Supervisoris the sedional head of RAO and he has to

review work doneby the Sr. Auditors/ Auditors. The audit conducted by the
Sr. Auditors / Auditors as per prescribed samples and chedlist has to be

reviewed and submited to the RAOfor approval. He shouldensure that audit

has been cariied outin conformity with the prescribed paraneters drawn in the
Chedlist, MSO (Audit) and FINAT guidelines. Before submssion of monthly

Acoountfor countersignature of RAO, he shouldcary out recessary cheds as

enumerded in the Bombay Pay & Accounts Manua 1965 and chedlist

prescribed by the office He should review al pending audit objedions at

regular interval (say fortnightly/ montHy) and necessary pursuance shouldbe
made with PAO by regular medings and through issuingreminder letters. He

shouldprepare alist of quarterly outstnding audit objedion statement andissue
to Diredor, Diredorate of Accountsand Treasuries, Gandhinagar’ Ahmedabad

for necessary adion. He shouldensue timely submissionof al returns and
provide guidance to all Sr. Auditor/ Auditor where ever necessary.

2.11.3 RESIDENT AUDIT OF FICER

The RAO is the supewisay officer who has to review all the sedional works
and povide necessary guidance to the official of the RAO sedion. He should
alsoreview audit work being submited by the AAO and accord approval to the
audit obsewvation, if foundfit. He shouldalso condict regular medings and
follow up of Audit obsrvations and also ensure timely submission ofthe
returns.
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PART-E

STATE FINANCE AUDIT RE PORT SECTION (SFAR)
1 INTRODUCTION

Prior to earlierrestructuring of audit dfices in Gujara w.ef. 02.04.2012, the
branch office of DAG (Works) at Ahmedabad under erstwhile dfice of AG
(Civil Audit), Rajkot was responsiblefor the preparaion of CAGG Report on
State Finances, Govemment of Gujard.

After restructuring of audit offices in Gujarat with effect from 02.04.2Q2,
initially office of the AG (G&SSA), Rakot was designated to prepare the
State Finance Report. However, Headquarters office vide Letter No. 13-
SMU/PHRReorganisation/5-2011 dited 30.03.P12, dreded that Pr. AG or
AG (Audit)-I shouldprepare the CAGG annual report on State Finances (SFR)
under the sgedfic charge of aSenior GroupOfficer. Accordingly, the sid work
was assigned to theoffice of Pr. AG (E&RSA), Ahmedabad.

As per Pr. AGGs orders dated 02-05-2012,the Audit Report (AR) section of the
erstwhile Works wing was re-designated as the State Finance Report sedion.
Sr.DAG/DAG (Administration) was assgned thecharge of preparation of SFR.

As a part of restructuring done in 2020 of Indian Audit & Accounts
Department on cluster based approdlet State Finance Audit Report (SFAR)
Sedion has been placed under AMG group under the control of Principal
Accountant General (Audit), Gujarat, Ahmedabad with effeftom August
2020.

2  SANCTIONED STRENGTH

At thetime of creation of the sedion w.e.f. 02.06.2012,the sanctioned strength
of 1

SAO/AO, 1 AAO/Supervisor, 2 Sr. Ar/Ar was derived from the erstwhile AR
sedion of the Works wing at Ahmedabad. Subsequently, in July 2015, the
sanctioned stength of Sr. Ar/Ar cadre in SFR Sedion was revised to 3 while
sanctioned strength of 1

CT/DEOweas dlocated to the sction. Thus,at present the sanctioned strength
of sedion compises 1 SAO/AO, 1 AAO/Supervisor, 3 Sr. Ar/Ar and 1
CT/DEO.

3 FUNCTIONS
Themain functions ofthe SFaR dion are:

1 Prepardion of CAGG Report on State Finances, Govemment of Gujara
and obtining its approval from Headquarters dfice

71 Inclusion of new paragraphs as per new template prescribed by the
Headquarters dfice from timeto time.

1 Consolidtion of datafrom the officesof AG (Audit-1) Gujarat AG(A&E)
Gujard and audit groups of office of Pr. AG(Audit-1l ) Gujara for
presentation before a new Finance Commission wienever constituted.
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1 Monitoring the task of translation of State Finance Report in Gujarati
language and printing of reports in English and Gujarai versionsin co-
ordination with Central Audit Report section.

1 Performing the work relating to providing the copies of Audit Report on
State Finances to the Finance Department (FD) for its presentation in the
State Legislature.

4 PREPARATION OF THE REPORT ON STATE FINANCES
M andate

The Report on the State Finances is prepared for submissionto the
Gowvemor of Gujara under Article 151 of the Constitutionwhich stipulates
that the Comptroller and Auditor Genera of India is required to prepare
and submit Reports on theacountsof the Central/State Govemment to the
President/Govemor, who is required to cause them to be laid before the
Pariament/Legislature. The Report is to betreated as aconfidential document
till it is presented to thel egislature.

4.1 CONTENTS OF THE REPORT:

Earlier theReport on State Finances consists othefollowing three chapters:
CHAPTER-I: Finances of the State Guernment

CHAPTER-II: Financial Managment and Budgetary Control
CHAPTER- lll: Financial Reporting

However a ¢ ¢ o codhpanign guide forfissuing SFARSsued by the CAG
office in 2020621inthe Report on State Finances a new chapteirthe yeailong
activities has been added. Accordinglyet revamped SFAR will consist of
following chapters:

CHAPTER-I : Overview
CHAPTER-Il : Finances of the State
CHAPTER- lll:  Budgetary Management

CHAPTER- IV : Quality of Accounts and financial reporting practices
CHAPTER-V : Through YenActivities
The salient features of the revamped SFAR are:

1. The revamped SFAR seeks to widen readership, and &agess section
of stakeholders.

2. The objective of the SFAR should be
budgetary position, (ii) lonterm fiscal sustainability, (iii) reliability of
fiscal indicators, and (iv) quality of accounts and financial reporting.

3. The SFAR is based on the annual accounts aneftbet should be to
include audit comments arising from ardepth analysis of the Budgahd
Accounts. The Report, while being centred on State Finances, should focus
primarily on financial audit with an
to the analysis of budget and accounts. Further State Finance and budget
manuals should be extendiyeised to derive and verify comments from
accounts.
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. All issues included in the Emphasis of Matter to the Accounts, should be
reflected in the SFAR with due analysis and comment.

. Content must be analytical, drilling down to as granular a level as pgssible
extensively utilizing VLC/ IFMS data.

. For major parameters, trends should be depicted for the past five years.
Where relevant, monthly trends for the current year should be analysed by
drawing on VLC data.

. Trend analysis must be causal rather than meareation of facts; and
impact/ implication highlighted.

. Presentation should extensively use infographics and charts, minimizing
descriptive text. There should be no repetition of text narrating information
available in the tables/ infographics/ charteeText should be analytical
and reflect greater details.

. Concepts should as far as possible be explained through infographics; and
integrated into the text as and where appropriate.

10. A narrative style should be adopted with easy language and a cleanstoryl

Generic broad analysis and motherhood statements should be avoided.

11.Sources of Data other than that derived from the Budget and Accounts,

should be minimal, validated and clearly indicated.

12. All findings should indicate the authority/criteria againétich the subject

matter is being evaluated. The authority/criteria may be drawn from the
Constitution, Acts, rules, regulations, manual, etc.

(Source: Companion guide for issuing SFAR issued by CAG office in 20201)

SOURCES FOR PREPARATION OF THE REPORT:

The main souces for preparaion of the Report on State Finances include
Finance and Appopriation Accounts of the State Govemment, subsidary
accounts,findings from insgedion of treassuries by O/0AG (A&E), outcome of
audit of seleded grants, audit of Utilisation Cettificaes in seleded
departments, result of audit of functioning of PD/ PLA accounts, data
regarding irregularity in drawal and submissiorof AC and DCBIlls and other
data provided by the Finance department and other departments of the State
Govemment.

Further, the analysis of inputs recaved from desk audit and locd audit of
seleded vouchers, treasuy inspections reports and montHy accounts to
ascertain their impad onthefinancial statements caried out by FINAT or the
results of audit of acmounting area where major deficiencies, wes&knesss or
inacarades were noticed by FINAT, are also to bereported in theReport on
State Finances, if consicered sgnificant.

Theunsettledcaseof errorsandomissionsoticedduringauditof Reporton
Monthly Expenditure (Monthly Appropriation Accounts)/ montHy civil
acounts whch may have impact on acairracy or completeness of Finance
Accountsand Appropriation Accountsare also to beconsicered for inclusionas
commentsin the Report on State Finances.

Theresultsof FAA in form of audit comments are presented in the Report on
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State Finances. Significant irregulanties notced during audit of Finance
Accountsand Appropriation Accounts are presented as audit findings along
with an anal ysisof underlying causes and their impad. The audit findings could
relate to financia management weaknesses, intemal control deficiencies or
inappropriate acmunting treaments etc. noticed during the audit chedks
performed.

(Source: Para 3.17 of Finanial Attest Audit Gudelines)

43 MAJOR ASPECTS TO BE EXAMINED WHILE
FINALI ZING REPORT ON STATE FINANCES

A. The major areas of audit examinationin resped of FA and AA which
may be ircorporated in theReport on StateFinances are:

FINANCE ACCOUNTS
Opagueness inAcoountsi

1 Public fundslying outsde Govemment accounts,Operaions of persord
deposts acmunts, morys incommerdal savings banksand cooperdive
schemes

1 Fundslying outsidethe Consolicted Fund- nontrangfer of unutilized
fundsfrom persoral deposit /reasury savings bank accountsat theend of
thefinancia year.

1 Continwed adversebalance and sttic balances over a period oftime

1 Non trander of fundscolleded to appropriate Reserve Fundsand its na-
investments

1 Integrity and reconciliation issues, wong classfications-pendency of
detailed contingent bills and Utilization cettificaes

1 Conwersion ofState Govemment Loans into Equityand writing off of
Loans made by the State Govemment

APPROPRIATION A CCOUNTS

1 Expenditureincurred without budjet provision

i Falureto obtin legislative approval for augmenting provisions
Incorred classfication i voted & charged, revenue & capital
Other misclassficaions

Deficient sanction orders

Sanction of additional fundsby exeautive orders

Inappropriate advances from contingency funds

= =4 4 A4 -4 -

Non furnishingor incorred utilisation cettificaes
(Source: Para 4.15- 4.17 of Financial Attest Audit Guidelines)
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B. Other importantaspeds to be examined for their possibleinclusionin
Report on State Finages as uner:

Vi.

Vii.

viii.

Xi.

Overdl assessnent ontheadievement of the state regarding optimizing
of finance commissiongrants

Test check to anaysethe extent of projeds under Public Private
Partnership PPB to expand theresouces avail ability of the state

Information and analysis of release and utilisation of grants released
under therecommendations of sulsequent finance commissions.

Analysis of reasonsfor abnamal reduction in Revenue Deficit/Fiscal
Deficit to see if any unacceptable accountingadjusiments were
caried out by the State Govemment for projeding better financia
position.

Comments on sedors as well as Major Heals in which increase in
revenueexpenditure isperceptible. Reasonsfor low capital expenditure
also nedd to be examined for comments.

Analysis of reasonsfor low recovery of loans and advances given by
the State Govemment.

Examination of cases of reali zation of receipts from ceitain departmental
undertakings resulting in reducing therevenue deficit of the state.

Analysis of fundsraised by State PSJs by way of loansBondsfor their
own adiviti es which are utilized by the State Govemment to med their
ways and nmeans requirement. Such cases need to be seen thoroughly
and suitably commented.

Examination of cases where the State Govemment has resorted to the
pradice of withdrawing investments from the State PSUs and
subgquently recycling  them tothe same organization in theform of
subsidesfresh investment.

Examination of all cases offiN i billbdrawls which camoulage thenature
and extent of expenditure as per existing instructions.

fiMinus balanced under cettain heads in Finance Accounts are
pempetualy shownto be under investigation etc. The matter should be
vigoroudy pursued with the Accountant Generd (A & E). Theresult of
such investigation carried out should beefleded in theAudit Report.

(Souce Hgrs Letter No.1216/Rep(Staes)/Co-ord/SARStateFinances/2009-
329 daed 4.9.200& Hars. Letter N0.457-Rep(S)/110-99 daked May 14-2007)

5

PRINTING AND SUBMISSON OF REPORT

Thefollowing pointsare to beensued before printing of the Report:

1 All the fads and figures as well as modificaionsthanges may be

thoroughly rechecked. It may aso be ensued that there is no
discrgpancy of any kind between the Exeautive Summary and thetext and
that the facts, statementsand tables are mutually consstent.

The Report should be consisent with the style guide (Second Edition)
prescribed by the Headquarters office.
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1 Any modficaions made in the approved Bond Copy based on updation
of factsandfigures etc. may also begot approved from Headquarters.

1 Heaquarters office is to be kept informed of the progress of the printing
of the Report. A cettificae totheeffed that the printed Reports correspond,
in al respeds, to the approved version of the Bond Copy may also be
furnished while submitting theprinted Report on State Finances for
C&AGGs courtersignature. Besides, a cettificate tothe effed that suficient
numkbers of copies of the printed Audit Report are avail able with this office
for presentation to the Legislature may also befurnished.

1 While sending the printed Audit Report on State Finances, three sets
of CDs containing theexactversionof the printedversionin Englishas
well asin Gujarai may also besent for web-siteuse.

i Translation work should be started immediately after the Bond copy is
submited to CAG or even earlier and shouldbe completed in three weeks.
Changes made while approving the Bond copy may also be carried out
subgquently in the ranslated Report.

1 As per extant instructions of the Headquarters, field audit offices are
required to take necessary steps for printing of the audit
reports  within 30 dhys of theapprova of Bond Cey by the C&AG.

1 At present 925 copies of English version and 750 copies of Guijarat
version are grinted every year. After printing, six printed copies each of
English and Gujardi version are sent to Headquarters dfice for counter
signature of C&AG. 600copies eat of English and Gupra are sent
to Gowemor for presentation toLegislature with theinstructions to lee
it confidential till its placament.

1 All efforts shouldbe made to complete the printing of the Audit Reports
and forward the signed Audit Reports to the State Govemment as eally as
passible. It shouldbe impressed uponthe State Govemment that the Audit
Reports shouldbe

tabled in the Budget session. In case it is not possibleto forward the
Audit Reports to the Government during the Budget session,Govemment may
be requested to arrange placament of the Reports in the Legislature in the
next session.
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[ CHAPTER 3: STAMP DUTY AND REGISTRATION FEES ]

LEGISLATIVE BACKGROUND -STAMP DUTY

Entry No.63 of List #State list of the seventh schedule to Article 246 of the
Constitution enables the State Government to legislate on the rates of stamp
duty in respect of documents other than those specified in the provisions of List
I. The extusion from entry 63 of the provisions of List with regard to rates of
stamp duty is for the purpose of securing uniformity in the rates of stamp duty
through out the country in respect of Bills of exchange, cheques, promissory
notes, bills of lading, legrs of credit, polices of Insurance, transfer of shares,
debentures, proxies and receipts. In respect of these instruments the rates of
stamp duty will be determined by the Union Government under entry No.91 of
List | Union List of the Seventh Scheduletbe Constitution. In addition, the
subject of stamp duty (other than duties collected by means of judicial stamp
but not including rates of stamp duty) finds a place in entry No.44 of List Il
(concurrent list) also. By virtue of these constitutional miavis, the Bombay
Stamp Act 1958 is in force in the State of Gujarat which has been now renamed
as the Gujarat Stamp Act, 1958.

THE STAMP ACT -A FISCAL STATUTE

The Stamp Act is a fiscal statute dealing with tax on transactions and the tax is
levied in the Bape of stamps on instruments recording the transactions. The law
is modeled mostly on the English law on the subject and English decisions have
furnished valuable guidance in the matter of the administration of the law in
India. The collection of stamp tas unlike the collection of court fees cannot,

in the nature of things, be under the immediate scrunity and supervision of the
Government Officers at the stage when they fall due. The scrutiny comes in at
a later stage when the document is sought toskee before a Court or other
Officer or when it is presented for registration. It is possible that in many cases
there may be no occasion to use the document and this factor may tempt parties
to make some illegal saving on stamps. To discourage this, ipsnate
provided for norpayment of proper duty in the first instance and, in glaring
cases of evasion, the collector is authorised to launch prosecutions. From the
point of view of Government revenue, the statute imposes a duty on judges and
Officers of Murts to scrutinise every document presented before them to see
whether it is properly stamped. In respect of instruments which are required to
be registered compulsorily, this duty of protecting the revenue falls primarily
on the registering officers.

Thebasic principle of the Stamp Act is that it levies the duty on the instruments.
Hence the levy of stamp duty is on the instruments recording the transactions
and not on the transactions themselves.

The quantum of stamp duty on an instrument depends ore#thenature or
substance of the transactions recorded in the instrument and not on any title or
description or on nomenclature given by the parities who execute the
instruments. The description in any deed given by the parties is thus, not
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decisive in clasifying the documents but it is only the actual character of the
transactions and the true nature of the rights created by the instrument that are
decisive in such matters.

The third principle is that the sufficiency of stamp duty leviable on a document
must be determined by looking at the document and what is stated therein and
not on any other evidence. The valuation of properties for the purpose of stamp
duty is also to be based on the value on the date of execution of the instrument
and not with refengce to subsequent changes.

The stamp duty chargeable on an instrument should be determined with
reference to the law in force on the date of the execution of the instrument but
the levy of penalty is to be determined by reference to the law in force at th
time of presentation of the instrument in evidence.

Schedules specifying the rates of duty form part of the statute and must be read
together with it for the purpose of construction. If there is inconsistency between
the schedules and the provisionsha Bection, the latter shall prevail.

The instruments not mentioned in the schedule are not liable to stamp duty e.g.
license etc.

3.1 THE GUJARAT STAMP ACT, 1958

In the State of Gujarat, the Bombay Stamp Act, 1958, now renamed as the
Gujarat Stamp Act, BB is in force. Under the Act, Schedulés included

which contains 59 different classes of instruments liable to stamp duty in the
State. These items in the schedule are referred to as Articles of the schedule.
Every document of the nature describedchia $chedule should be affixed with
applicable stamp at the time it is executed regardless of whether the document
requires registration or not (Section 3).

3.2 ADDITIONAL DUTY (SECTION 3A)

The instruments viz certificate of sale (Article No.17), conveygiatcle
No.20(a), 20(b) and 20(c)), exchange of property (Article No.26), further
charges (Article No.27), gift (Article No.28), lease (Article No.30), mortgage
deed (Article No.36), power of attorney when given for consideration and
authorising the attoey to sell any immovable property (Article No.45(f)),
settlement (Article No.52) and transfer of lease by way of assignment and not
by way of under lease (Article No.57) chargeable with duty in schedule I, when
executed in an urban area shall in additorsuch duty, be chargeable with a
duty at the rate of twenty fiveger centof such duty with effect from 18-1988
(Section 3A). Additionapanchayastamp duty was leviable under Sections 207
and 209 of theGujarat Panchayat Act1993 at different ratefor different
panchayatrea which was maximum 3®r cent

By the amendment made by Gujarat Act No. 15 of 2003, the rate of additional
stamp duty (w.e.f. 004-2003) of the instruments specified in Section 3A has
been increased to forper centincluding the rate of stamp duty to be increased
as provided for in Section 207 and 209 of Gigarat Panchayats Act4993.
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3.3 INSTRUMENTS RELATING TO VACANT LAND (SECTION 3B)

Every instrument of vacant land, exchange of vacant land, gift of vacant land,
leaseof vacant land, power of attorney when given for consideration and
authorising attorney to sell vacant land and transfer of lease of vacant land by
way of assignment and not by way of under lease chargeable with duty under
Section 3 as mentionedinarack 6 No. 20, 26, 28, 30, c
article 57 respectively in Scheddlshall,

(1) when such vacant land is situated in an urban area be chargeable in
addition to duties chargeable under Section 3 and 3A with duty at the
rate of fifty per cent of the duty chargeable under Section 3, and

(i) when such vacant land is situated in an area other than urban area and is
non agricultural lands, be chargeable in addition the duties chargeable
under Section 3 with a duty at the rate of twefintg per cent of the duty
chargeable under Section 3.

Provided that nothing in this section shall apply to vacant land of an area not
exceeding one hundred square meters which is intended to be used for a
residential purposes.

(Section 3B deleted by Gujarat 15 of 2(8).

3.4 MULTIPLE INSTRUMENTS (Section 4)

Under the Act when several instruments are employed for carrying out certain
transaction, highest duty applicable will be leviable only on one of the
instruments to be called the principal instrument and it befbgplehe parties
themselves to decide which of the instruments will be regarded as the principal
instrument by them. On the instruments other than principal instruments, a duty
of 10 (how increased to 100 with effect from 1.04. 200p shall be
chargeald.

3.5 MULTIFARIOUS INSTRUMENTS (Section 5)

When an instrument deals with more than one distinct matter, it shall be charged
to duty at the aggregate of the stamp duty that would be payable on each of the
matters dealt with in the instrument. Distinct reattheans matter of different

kind such as an agreement for service and a lease which cannot blend into one
or at any rate are not so intended or conceived by the parties that they can be
regarded as merely parts of a single aggregate. Comprising orgéteg@veral

distinct mattergneans transactions which are distinct in their nature so as to be
capable of being carried out byo or more instruments instead of oNéhat

has to be considered is not whether the instrument embodies distinct contracts
butwhether it comprises distinct matter. The provision is not applicable if it is
not shown that a deed in question embodies two separate and distinct matters.
The provision would not also apply to a document, which embodies different
convenient relating tohe same transaction. An instrument must be read as a
whole to find out its dominant object. It is not permissible to divide it into
several parts and look at it piecemeal and then to assign each one of such parts
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to some of the other Article of the Schegltd the Stamp Act. The main test to

find out whether a document comprises of two or more distinct matters is to
ascertain the leading object of the instrument and to see whether the second
matter is only auxiliary to the main object or is independertt of i

3.6 AMBIGUOUS INSTRUMENTS (Section 6)

When an instrument is so framed as to fall under more than one description of
the articles in the schedule | to the Stamp Act and where the duties chargeable
there under are different, the instrument will be chatgatie highest of such
duties.

In conclusion, it may be stated th@ection 4of the Stamp Act deals with
multiple instrumentsSection Swith multifarious instrument anflection 6with
ambiguous instruments. The distinction between these three sestitmbe
clearly understood for a proper examination in audit of the stamp duty on
documents registered.

3.7 METHOD OF STAMPING INSTRUMENTS (Section 10)

Documents executed have to be affixed with either adhesive stamp or embossed
stamps as prescribed in tAet for different classes of documents. Like wise
documents are also to be written in accordance with the provisions of the Act
and Rules made there under in order that they may be regarded as duly stamped.
Documents requiring adhesive stamp will notreatied as duty stamped, if they

have been prepared on a paper with an embossed stamp and vice versa. In regard
to the question of the proper stamp duty payable on an instrument, it must be
borne in mind that stamp duty appropriate to a document will treeatte in

force on thalate of the execution of the documedsadr this purposesxecution

means affixing of signature on the document.

3.8 TIME OF STAMPING INSTRUMENTS EXECUTED IN THE
STATE AND OUTSIDE THE STATE (Section 17 & 18)

All instruments chargedd with duty and executed by any person in this State
shall be stamped before or at the time of execution or immediately thereafter on
the next working day following the day of execution. However, clearance list
falling under Article 18A, 18B, 18C, 18D &BE of Schedule | may be stamped
within two months from the date of execution.

Every instrument chargeable with duty executed only out of this State may be
stamped within three months after it has been received in this State.

3.9 DOCUMENTS EXECUTED OUTSIDE THE STATE (Section 19)

When an instrument relating to property in the State of Gujarat is executed
outside the State, the first taxable event is its execution and the instrument must
bear the Stamps of the State of execution. If the instrument is briobglthe
Gujarat State, where properties are situated for the purpose of registration or
later on for enforcing it, no other stamps would be required thereon unless the
stamp duty payable in Gujarat State on the instrument is higher. In the latter
casethe difference of duty is payable to Gujarat State.
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3.10 INSTRUMENTS RESERVING INTEREST (Section 23)

When interest is expressly made payable by the terms of an instrument, such
instrument shall not be chargeable with stamp duty higher than that with whic

it would have been chargeable, had no mention of interest been made therein.
In other words, mention of interest does not alter the character of an instrument.
For instance, in deed of mortgage, it is the principal sum, which will be subject
to stamp dut without regard to the interest on such sum, which would be
stipulated in the deed.

3.11 DEDUCTION OF DUTY ALREADY PAID ON TRANSFER OF
MORTGAGE PROPERTY (Section 25)

Where any mortgage property subject to a mortgage is transferred to the
mortgagee, hehall be entitled to deduct from the duty payable on the transfer
the amount of any duty already paid in respect of the mortgage.

3.12 VALUATION IN CASE OF ANNUITY, ETC. (Section 26)

When an instrument is executed to secure the payment of an annuityror othe
sum payable periodically or where the consideration for a conveyance is an
annuity or other sum payable periodically, the amount secured by such
instrument or the consideration for such conveyance, shall be deemed to be :

(a) Where the sum is payable fodefinite period so that the total amount to be
paid can be previously ascertained, such total amount;

(b)Where the sum is payable in perpetuity of for an indefinite time not
terminable with any life in being at the date of such instrument or
conveyance the total amount which, according to the terms of such
instrument or conveyance will or may be payable during the period of
twenty years calculated from the date on which the first payment become
due; and

(c) Where the sum is payable for an indefiniteetiterminable with any life in
being at the date of such instrument or conveyance the maximum amount
which will or may be payable as aforesaid during the period of twelve years
calculated from the date on which the first payment becomes due.

313 STAMP WHERE VALUE OF SUBJECT MATTER IS
INDETERMINATE (Section 27)

In the case of mining lease in which royalty or a share of the produce is received
as the rent or part of the rent, it shall be sufficient to have estimated such royalty
or the value of such sharerfthe purpose of stamp duty,

(i) When the lease has been granted by or on behalf of the Government at such
amount or value as the Collector may having regard to all the circumstances of
the case have estimated as likely to be payable by way of royalna to the
Government under the leass;

(i) When the lease has been granted by any other person at twenty thousand
rupees a year and the whole amount of such royalty or share whatever it may be
shall be claimable under such lease.
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3.14 ADJUDICATION AS TO STAMPS (SECTION 31)

The Act makes provisions for adjudication by the Collector on the stamp
required on a document when such document is taken to him by an applicant on
payment of prescribed fees. This process is known as voluntary adjudication.
Likewise, the Collector is also empowered to decide finally subject only to the
supervision of the Chief Controlling Revenue Autho(BCRA) all questions
relating to the proper stamp duty on an instrument referred to him by a
registering officer or any publiafficer. The Act requires that every registering
officer or every public officer to whom a document is presented will satisfy
himself about the adequacy of the stamp on the instrument and if he has any
doubt in the matter, he would impound the documeneuection 33 of the

Act and send it to the Collector for his adjudicat{@ection 31(3) and 32A)

This instrument presented to the Collector is adjudicated Lgsidion 320f

the Act by determining the duty with which the said instrument is chargeable.
The Chief Controlling Revenue Authority will refer cases of doubt to the High
Court for decision.

3.15 DETERMINATION OF MARKET VALUE OF PROPERTY
(Section 32A)

(1) If any officer registering under the Registration Act, 1908 an instrument of
conveyance, exmange, gift, certificate of sale, partition, partnership or
settlement or power of attorney or to sell immovable property when given for
consideration or transfer of lease by way of assignment and any person referred
to in Section 33 before whom such instrent is produced or come in the
performance of his functions has reason to believe that the consideration set
forth therein does not approximate to the market value of the property which is
the subject matter of such instrument or as the case may bearket value of

the property which is the subject matter of such instrument has not been truly
set forth therein, he may before registering the instrument or as the case may be
performing his functions in respect of such instrument refer the instrument to
the Collector of such district in which either the whole or any part of the
property is situated for determining of the true market value of such property
and the proper duty payable on the instrument.

(2) The Collector of the district shall after givingetiparties concerned a
reasonable opportunity of being heard, and in accordance with the rules made
by the State Government in this behalf, determine the true market value of the
property which is the subject matter of the instrument and the proper duty
payable thereon.

(3) Upon such determination, the Collector of the district shall require the party
liable to pay the duty to make payment of such amount as is required to make
up the difference between the amount of duty determined and the amount of
duty alleady paid by him and shall also requires such party to pay a penalty of
two hundred and fifty rupees or less and on such payment, return the instrument
to the officer concerned.
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Provided that no such party shall be required to pay any amount to make up the
difference or to pay any penalty if the difference between the amount of the
consideration or as the case may be the market value as set forth in the
instrument and the market value as determined by the Collector of the district
does not exceed tgrer cent of the market value determined by the Collector of
the district.(This proviso had been deleted with effect from 1.04.20D4

(4) The Collector of the district mayo motar on receipt of information from

any source withihsix years from the date of gistration of any instrument
referred to in sulpara (1) above call for and examine the instrument for the
purpose of satisfying himself as to the correctness of the consideration or of the
market value of the property which is the subject matter of sigtfument and

the duty payable thereon and if on such examination he has reason to believe
that the consideration does not approximate to the market value of such
property, has not been truly and fully set forth in the instrument, he shall proceed
as provded in sukparas (2) and (3) above.

3.16 CONTROL OF AND STATEMENT OF CASE TO CCRA (Section
53)

(1) Any person aggrieved by an order of the Collector determining the market
value may after depositing with the Colleé®B per ceniof the amount of duty

or as the case may be, the amount of the difference of duty payable by him by
application presented within a period of ninety days from the date of such order
refer it to the Chief Controlling Revenue Authority for final decision.

(2) Such Authority shall caider the case and send a copy of its decision to the
Collector who shall proceed to assess and charge the duty (if any) in conformity
with such decision.

3.17 INSTRUMENT NOT DULY STAMPED

In regard to several classes of instruments duty is calculatec @mtbunt of
consideration(if any) market value and all other facts and circumstances set
forth in the instrument, Revenue is protected by marking it obligatory on the
party to set forth fully and truly the facts and circumstance affecting duty and
providing penalties for infringement of the provisions. Likewise, the Act
contains provisions for prosecution of parties executing document without
proper stamp thereon or defrauding revenue in other(&@agtion 28 and 42,

59, 62 etc.)

3.18 RECOVERY OF DUTIES PENALTIES AND INTEREST

(1) Where any person required to pay any amount of duty, penalty or other sums
does not pay the same within the time prescribed for its payment, he shall be
liable to pay simple interest at the rate of twenty fmrrcenfper annumf{fteen

per centwith effect from 1.04.2002)on such amount or on any less amount
thereof for the period for which such amount remains unpaid.

!Substitued by fASix0o in place of #Atwoodo by Gu
2Substitwednbypli@az® of A750 by Gujarat Act 13
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(2) All duties, penalties and other sums required to be paid under this Act may
be recovered by the Collector bistress and sale of the movable or immovable
property of the person from whom the same are due, or as an arrears of land
revenue $ection 46 substituted by Gujarat 13 of 1994

3.19 FURNISHING OF STATEMENT, RETURN AND
INFORMATION (SECTION 46A)

(1) The Cdlector may require any trading member of any stock exchange or an
association as defined in clause (a) of Section 2 of the Forward Contract
(Regulation) Act, 1962 or any organization, institution, company or association
or any person liable to pay dutyder any Article ofSchedule,lto submit a
statement or return or to furnish any information in respect of any transaction
within such period as may be prescribed by rules.

(2) The Collector may impose penalty of a sum not exceeding rupees five
thousand ifany such person fails to submit a statement or return or information
as required within a prescribed time, after giving an opportunity of being heard,
without prejudice to any other action, which is liable to be taken against such
person under any othergvisions of the Act.

3.20 REFUND OF STAMP DUTY PAID IN EXCESS

The Act contains provisions for refund of the value of stamp purchased but not
used, stamps spoiled, misused etc. in Section 47, 50, 51 and 52 of the Stamp
Act.

321 THE INDIAN STAMP ACT TO AP PLY TO CERTAIN
TRANSACTIONS

The rates of stamp duty in respect of bills of exchange, cheques, promissory
notes, bills of lading, letter of credits, policies of insurance, transfer of share,
debentures, proxies and receipts will be as laid down in thenli@temp Act,

1899.

3.22 REDUCTION OR REMISSION OF DUTY (SECTION 9)

The State Government may by rule or order published in the official gazette,
reduce or remit whether prospectively or retrospectively, in the whole or any
part of the State, the duties wi¥hich instruments or any particular class of
instruments or any of the instruments belonging to such class or any instruments
when execution by or in favour of any particular class of persons or by or in
favour of any members of such class are chargeaite provide for the
composition or consolidation of duties in the case of issues by any incorporated
company or other body corporate of bonds or marketable securities other than
debentures.

3.23 ORGANISATION AND FUNCTIONS OF THE DEPARTMENT

The Inspector Geeral of Registration is the organisational head of the
Registration Department. Matters relating to stamp duty and registration
pertaining to various offices are entrusted to officers of the rank of Sub
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Registrar in his office. In each District, the wark registration is under the
supervision of a Head Quarter SRlegistrar and in places like Ahmedabad an
area wise SuRegistrars assist him in his duties. In fredukaplaces, a Sub
Registrar is in charge of this work. The district ataduka offices are
periodically inspected by the Inspectors of stamps and registration and it is the
duty of each Inspector to minutely examine every office of Head Quarter Sub
Registrar and the StlRegistrars under him talukaplaces. The inspection also
includes the chek of correctness of stamp duty and registration fees levied on
documents registered.

For the purpose of determining the stamp duty on documents presented for
adjudication under Section 31 of the Gujarat Stamp Act, the Assistant
Superintendent of Stampstacas Collector in the State. All instruments
executed or proposed to be executed within or out side the State may be
presented to him for his opinion. Within the jurisdiction of each district
however, the Collector of the district also acts in that cap&ldne proceedings

of the Collector are also subject to the control of CCRA. The instruments so
executed can be registered in any office of-Relgistrar in the State.

In Gujarat, the powers of Inspector General of Registration, Superintendent of
Stamps ad chief Controlling Revenue Authority are vested in the same person.

3.24 GENERAL GUIDELINES FOR CLASSIFICATION OF
INTSTRUMENTS FOR PURPOSES OF STAMP DUT

3.24.1 ARTICLES OF THE SCHEDULE TO THE GUJARAT STAMP
ACT

As mentioned in the earlier Chapter that the Sclegtduthe Bombay Stamp Act

as applicable to Gujarat, renamed as the Gujarat Stamp Act contains 59 Articles
under which documents executed by parties would be classified. There is no
residuary Article in the schedule and accordingly every document has to be
fitted into one or the other of the Articles. These Articles which are arranged in
alphabetical order in the Schedule are generallyesgifaining. However many

of the Articles depend on other related Acts, like Transfer of Property Act,
Contract Act ancknowledge of such related laws issmequenon for the
examination of the stamp duty on a document. Further, difficulty is likely to be
experienced in understanding the distinction between certain Articles. The usual
confusion that would arise is whettedocument is a settlement or a partition,
release or conveyance and so on. The following commentary will be useful in
addressing these issues:

3.24.2 PARTITION AND RELEASE DISTINGUISHED:
Certain decisions or case laws are given below:

(1) A deed by which cmwners divide property in severalty is deed of partition
and mereby because mutual release is an incident of the division the
partition deed does not become a release. Moreover a deed of release is a
one sided document and binds the executant alone wipéatition is an
agreement between two or more persons who are all bound by it. The
essence of a partition is that assets hownership as it were as in the case
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of a coparcenery is split up into severality the process involving the
destruction of the @ownership and conversion of the same into several
interests which are available for exclusive allotment to each harrier, such
allotment of interests may be wholly in favour of one of the erstwhile
coparceners without the other coparcener getting anydsrand by way

of share. That will be partition and not a release. Release is not necessarily
destruction of capwnership.

(2) Under Section 2(15) it is enough if the parties purport to deal with the
properties as cowners, though they may not be-aaners inthe eye of
law. For this purpose, even if the description agwaoers is not actually
found in a document it is still open to the court to find on a proper
construction of the terms thereof whether the parties purport to -be co
owners of the property ooh

(3) Where of the two daughters who inherited certain property from their
mother, one dies, and her husband and the surviving daughter purporting
to be ceowner divided the property among themselves, and executed two
documents styled as release, it was hiedd they were really instruments
of partition, though styled as release. Following this decisiorBtlaed of
Revenue, Madrasuled that a document styled a release, executed by five
persons in favour of one M.S. reciting that there were no ancestparpy
and that the property then possessed by the family from the profits in trade
and the exertion of M.S. was a partition deed, the executants being treated
as ceowners of the document.

(4) One of the undivided brothers agreed to take from the eldestbastnis
share in the family property, a certain amount in cash and certain
outstanding due to the family and executed a document in the form of
release in favour of the eldest brother. Subsequently, another brother also
passed to the eldest brother autoent in the form of a release whereby he
and the eldest brother divided the remaining family property by the latter
handing over to the former securities for money. It was held that the effect
of both the documents was to divide the property edwaingbrothers in
severality, and hence they were instruments of partition within the meaning
of the section 2(15).

(5) Where each of the two persondés c¢l aims, as
certain property and where each of them afterwards agrees to release a
portion in favour of the other, such agreements are release deeds and not
partition deeds as the case is not of th@woers agreeing to divide the
property.

(6) A Hindu executed in favour of his father, as representing the interests of
the other members oféifamily, an instrument by which he relinquished
his right over the general property of family in consideration of certain
lands being allotted to him for life, and certain debt incurred by him being
paid, It was held that the instrument was not a deepadition but a
release, and should be stamped accordingly.

(7) There is no difference in principle between such a document as between
members of a coparcenary and one as betweewners.
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(8) Where three out of seven brothers constituting an undivided Hindlyfami
executed documents whereby each acknowledged the receipt of certain
property, made over to him, Afa div
effectedo, and acknowledged hi mself
the family, the documents were heldo® instruments of partition.

(9) In Superintendent of Stamp%s Chimanlal, instruments which were in fact
simple transfers of shares by the eldest brother in whose name they stood
in favour of his two younger brothers, were held to be instruments of
partition as they had the effect of dividing the property held by the co
owners. But this decision can hardly be justified and is dissented from by
Mulla himself, who was one of the judges in the case, in his commentaries
on the Act, on the ground that Act taxdse tinstruments and not
transactions.

(10)Where the partners in a partnership business by a deed, divide between
themselves certain debts of the firm to be collected and appropriated, but
remain jointregarding the other items of business, the deed must be
congructed as a partition deed and not as a deed for the dissolution of
partnership.

(11) Where two firms were jointly owned by five persons, of whom three were
undivided members of a family, the fourth their distant and separated
coparcener and the firth a stran@nd an award was passed and embodied
in a document, assigning one firm to three undivided members as a group
and the other firm to the other two persons as a group, the document had
been held to be chargeable as an instrument of partition and not as
dissolution of partnership by reason of section 6. The fact that the
allotments are not made to each individuals among the originalvoers
but to groups does not make any difference because the true antithesis in
section 2(15) is between the original commownership and the
subsequent cessation of the common ownership. From the difficulty in
applying the conception of emwnership to individual items of partnership
assets it is not correct to say that partners are rotvoers with regard to
the net assebf the partnership on the dissolution and a document
embodying an arrangement dividing the assets between themselves, though
it may takes place as part of schen
of partitiono. | n s u clothan instausient of h e
partition and instrument for the dissolution of partnership. An instrument
so framed comes within two or more of the descriptions in schedule 1 and
the duties chargeable there under are being different; the document is
chargeable onlwith the higher of such duties under Section 6.

(12) A grant made by Zamindar to a junior member in lieu of his maintenance
claim is not an instrument of partition.

(13) A deed of partition necessarily presupposes that more than one person has
a joint share in th@roperty and that joint share is divided between the
parties. Where the karta who is the father exercised the power to divide the
joint family properly, the documents bringing about the division is clearly
an instrument of partition within the meaning adcson 2(15). The
document could be O6settlementd wit
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the property belonged to the settler alone, the documents by which such
property is divided cannot be described as a settlement.

3.24.3 CONVEYANCE AND RELEASE DISTIN GUISHED

According to Explanatiot below clause (iv) Section 2(g) inserted with effect
from 4-4-1994 (by Gujaratl3 of 1994) for the purpose of this clause, an
instrument where by a emwner of any property transfers his interest to another
co-owner of theproperty and which is not an instrument of partition shall be
deemed to be an instrument by which property is transferreevintes.

Thus instead of making physical division of such property if onevaoer
purports to abandon or relinquish his clainthie share in the family property
in favour of remaining c@wner or ceowners of the property such instrument
termed as release will be covered within the scope of Explara®above for
the purpose of chargeability of stamps duty as "conveyance".

In the case of Kuppuswardis Arumugam AIR 1967 paré the Supreme Court
pointed out although a deed described as release deed can be usefully employed
as a form of conveyance by a person having some right or interest to another
having a limited estate e.g. hyemainder man to a tenement for life and release
then operators as an enlargement of limited estate, it can also be made by using
words of sufficient amplitude to transfer title to one having no title before the
transfer.

Basically, a right or interesthich is capable of being transferred in law by a

one ceowner as releaser to another@maner or ceowners by an instrument
termed as release deed will not be chargeable as conveyance. At the same time
a right or interest which is not capable of beiramsferred in law, like the right

to future maintenance, or a mere right to sue can not be covered with the scope
of Explanationl.

In accordance with Gujarat Government Gazette bearing No.
RP/1/89/45/88/148Research dated 231989, thebenamitransactios were
prohibited to be dealt with as per Section 3(b) by way person other than person
stated in sutsection (2) ibid. Further whoever entered in hagamiransaction
under Section 3 ibid was punishable. Further under Section 4(i), no suit, claim
or acton to enforce any right in respect of any property lbeldamiagainst
whose name the property is held shall be by or on behalf of a person claiming
to be the real owner of such property.

Under Section 5(i), all the properties hblehamishall be subjedb acquisition
by such authority as maybe prescribed by the Government.

Under Section 5(ii), the Government has to acquire such property without any
amounts of payments.

3.24.4.1 SETTLEMENT

In the English Act, a settlement is defined as any instrument whethetarglun

or upon any good or valuable consideration other than a bonafide pecuniary
consideration where by any definite and certain principal sum of money
(whether charged or chargeable on lands or other hereditaments or heritable

260



subject or not or to be laidut in the purchase of lands or other hereditaments

or heritable subjects or nor any definite and or certain amount of stock or
any security settled or agreed to be settled in any manner whatsoever. There is
no correspondence between this provisiothenEnglish Act and the definition

in the Indian Act except that agreement to settle is included in both the
provisions.

In the Indian Act of 1860 and 1869 also the definition was vague. In the Act of
1860, settlements, marriage settlements etc. were edefes deeds or
instruments whereby any sum of money of any Government security or other
property, real or personal was settled or agreed to be settled upon or for the
benefit of any person in any manner whatsoever. In the Act of 1869, a settlement
was defned or devolution of movable or immovable property was settled or
agreed to be settled.

The definition in the Act of 1879 is the same as in the present Act except for the
works "or for the purpose of providing for some person dependent on him"
newly introdiced in clause (b) in the present Act. The use of the word
"distributing” in that clause conveys the idea of division among several persons.

It was accordingly observed by the Madras High Court that the definition
suggested the creation of a separate estein favour of several persons who

may have a legal or a moral claim on the settler, or for whom he may desire to
make provision and a document by which a person out of natural affection
bestowed upon his sister and her son certain lands, was helddiatdenp duty

as a gift and not as a settlement. In view of the decision referred to above the
definition has been amended in the pr
for the purpose of providing for S0
prever the exclusion from it of what is not an infrequent document a settlement

in favour of a single person. Thus a settlement includes not only a document
which has for its object the distribution of the property of the settler but of
providing, whether by @tribution or otherwise, for some person dependent on
him.

Even before this Act, this was the position according to some decisions. Thus
an instrument by which the executant made over his house to his sister in law
for occupation during her life was held be a settlement, as being a nhon
testamentary disposition in writing of immovable property for the purpose of
distributing property of the settler among those for whom he desired to provide.
Though the disposition of the house was in favour of a singé®opet was held

to be nonetheless, a settlement within the definition.

Even the Madras High Court held that an instrument, by which a life interest in

a certain | and was created in favour
settler and his heirafter her life time, was a settlement and not a gift. The
decision in Reference 7 Mad. 349 was distinguished on the ground that there
was an absolute and unqualified disposition of property by way of gift while in
this case there was a provision merelytfe life of the done.
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3.24.5 SETTLEMENT AND WILL DISTINGUISHED

The definition excludes testamentary disposition. The test in distinguishing a
settlement from a will is whether the document is intended to have immediate
operation. The document would besettlement if it was intended to have
immediate operation though there might be provisions as to the management
and the ultimate beneficial interest in the property showing that it was
contemplated that its operation might extend beyond the lifetime avtiner.

One of the invariable test in determining whether an instrument is testamentary
disposition or not is to see whether it is revocable. If it is not revocable, it is not

a will. The use of future tense is not a conclusive test when the intention is

otherwise clear.

A reservation of life estate by the settlement would not render the instrument
any the less a settlement.

An instrument i n the following ter ms: nAs
that | should make in a document the disposal of mygstgpvith the object of

preventing disputes here after about it. | therefore execute this document and

direct that the village M is to be enjoyed hereditarily, that my son has an

independent right like that which was exercised by me over the villagehend t

revenues thereof, and that nobody else has any right; and my son is the owner

of my other movable and immovable property situated in G, | put him in

possession of the same from this day. He is therefore the owner of my own and

my ancestral propertyoveer y descri ption fiwas held to be

3.24.6 SETTLEMENT OR GIFT

For the application of the clause, it would appear that the object of the

i nstrument must be to make provision for t
certain existing movable ammovable property made voluntarily and without

consideration, by one person called the doner to another called the donee, and

accepted by or on behalf of the donee whereas a Settlement is a disposition of

property generally couched in the form of trustd consideration of marriage,

religion, charity or provision for family or dependents or others. Thus for a

settlement, it is essential that the object of the gift should be to make some

provision for the donee whereas gift is one which is made voliyntand

without consideration.

While proceeding on pilgrimage and intending to devote himself to a religious
life, A made over all his properly to his minor son under the guardianship of his
mother. The Uttar Pradesh Revenue Board held that the deed etderaent.

Two brothers executed deeds each in favour of the other. One was a deed of gift
of all the property of the executant, and the other was a deed coming within no
known category, but it provided for the expenses during his life time of the
executan of the deed of gift, and hypothecated certain portion of the property
comprised in the deed of gift to secure payment thereof. It was held that the two
documents were part of the same transaction and amounted to a settlement.

A settlement deed is not tak outside the scope of this definition by the mere
fact of its including an agreement by the beneficiary to act in a particular way
in consideration of the settlement.
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3.24.7 SETTLEMENT OR CONVEYANCE:

A transfer of land absolutely in pursuance ofacammi se of a wi d
for maintenance, is neither a gift nor a settlement but must be stamped as a
conveyance.

However, i f a son transfers any pr o}
maintenance, it should be treated as a settlement as the son iislagade
obligation to maintain the widow out of his own property and consequently, the
mother would be regarded as his dependent.

In the matter of Mahraja of Dharbanga, a grant by the Maharaja of a pargana
subject to certain conditions along with a payntérat lump sum, to his younger
brother in consideration of the latter relinquishing his claim upon the former for
maintenance, was held not to be a settlement under the Act, of 1879. Even under
the present Act, it may not be a settlement as it would Beutifto regard the

junior member entitled to maintenance out of the family property as a person
dependent on the Maharaja. But it would be a conveyance as defined in the
present Act.

Where a document i ndakhadbs hact be fpartlya x & £
due to love and affection towards the vendees and partly for expenses incurred
by the vendees in respect of thesichakatwans e r v i ¢ epadithardmufdo r 06
such a document is partly a sale deed and partly a settlement deed.

3.24.8 SETTLEMENT OR TRUST DEED:

Where there is a transfer of property to certain trustees who are to manage it on
behalf of the owner during his life time and in the event of his death, to make
certain arrangements, and certain directions as to disposal of the income are also
given, and a right of revocation is also reserved in the owner, the document is
not a settlement.

A Trust is an expression of the desire by the author of the trust to vest to property
in a body may be singular in its feature, for that body to adminiktier i
convenience and for an equitable distribution of that estate of the author as per
his directions contained in the deed itself. For executing a trust, the property
need not be distributed by the author of the trust. But, in cases the declaration
of atrust may be made only for purpose of equitable administration of the same
S0 as to preserve it without being wasted as apprehended by the testator himself.
This distinction therefore has to be borne in mind while interpreting an
instrument for purposes ohposition of stamp duty while interpreting the word
Asettl ement . The emphasis should be
to distribute the property among members of his family or to those who are near
and dear to him.

3.24.9 CLAUSE (C) OF DEFINITION OF SETTLEMENT:

fiWa k ¢raated byMussalmansshould be treated as a settlement. A document
which purported to bevakf alalwladwal Khandars a deed of settlement within
Section 2(24).

0 R6 c¢ on Pharamshaladordpilgams and made certain rastions as to
its use and also made provision for the maintenance of the building. The
Uttarpradesh Revenue Board held that as the document wadestaonentary
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disposition of property made for a charitable purpose and such disposition had
not been madbefore in any other instrument the document was chargeable as
a settlement.

A person transferred certain properties to the Board of Trutees and recorded that
he would not be able to look after the trust personally. The Uttar Pradesh
Revenue Board held ib be a transfer of property for religious and charitable
purposes and as such a settlement.

A deed styled as a deed of release recorded that the executant had already
created a trust of his properties for charitable purposes and by virtue of this deed
relinquished all the claims to those properties. The Uttar Pradesh Revenue
Board held that the document was deed of settlement as recording the terms of
the provision disposition.

An instrument prepared for declaring trusts of certain funds for establishing a
charitable institution, one of the sources the trustee got money from being public
contributions was held to be a settlement within section 2(24) as regards this
portion of the funds, there being no previous disposition in writing about this
part of the @inds.

The Calcutta High Court held in one case that a document styled a settlement

deed by which all the executants properties were given to certain deities could

not be regarded as settlement or deed of trust but only as deed of gift. Mitter

J.observed ab 0ol | ows : AThe wordo Osettlementd as it
refers to a disposition of successive interest in immovable property and is

generally couched in the form of a trust and it is such a settlement which is in

the nature of disposition of mova&bland immovable property either in

consideration of marriage or for one or more of the objects specified namely,

religion charity or provision for family dependants or others, that is

contemplated by clause (24) of Section 2. Underlying the idea of setilem

there is the notion or conception of trust. It is difficult to say that when a gift is

made to deity, the deity is to be regarded as
by a Full Bench of the Nagpur High Court.

But this view is dissented from inlatter Calcutta case where it is held that a

similar document by which the executantsod pr ofj
is a settlement deed for the purpose of the Stamp Act notwithstanding that there

IS no trust and no disposition of successiveragein the property. Itis therefore

remarked that the express meaning given to th
cannot be controlled by reference to the meaning given to the word by the

Specific Relief Act.

3.24.10 SETTLEMENT IN THE FORM OF A TRUST:

An instrument called a trust deed by the executant may be a settlement.
According to the terms of an instrument the future rental income of the two
houses of the donor from the date of execution of the deed was to be utilised by
the trustee for the benefit dhe various beneficiaries who were all minor
children of the donor. From the date of its execution the two houses would vest
in the trustee and also would vest in him the rental income excusing from the
two houses. This rental income was to be divided mgnthe various
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beneficiaries who were all minor children of the donor. It was held that the
instrument was a settlement satisfying the requirements of Section 2(24) (b) ibid
was liable to stamp duty as an instrument of settlement under Article 58
amended Aicle 52 and not under article 64 amended Article 58. Certain
property was purchased by four persons and they declared a trust of the property
by a document entitled fADeclaration ¢
settlers. The trustees were awiBed to recover the rates and profits of the
property. The document also provided for annuities to be paid to the unborn
children of the two daughters of the settlors and in a certain contingency for sale

of the property and distribution of sale proceadsong the children of two
daughters in equal proportion. It was held, that the document was a deed of
settlement. The expression disposition includes any and every property of the
settlor. As long as there is a disposition of movable or immovable prapetty

it is for the purpose of distributing property of the settlor in any shape or form

the requirements of the section would be fulfilled. Further the word used in the
definition is 6édispositioné of pr ope
amount toa disposition of property though it may not amount to a transfer of
property. Disposition is a word of much wider connotation than transfer. When

a man created a trust and constitutes himself a trustee, he undoubtedly deposes
of his property though he it transferring it.

Certain properties were to be devoted for charitable purposes and the deed was
to have immediate effect. It was stipulated that the executant would manage the
properties during his lifetime as a trustee and not as a proprietor. Tdre Utt
Pradesh Revenue Board held that there was a disposition of property for
charitable purposes and the instrument was a settlement.

Conveyances in favour of trustees (a) for social and physical training and
recreation of the such persons resident in certauntry boroughs as were
members or likely to become members of Methodist Church and being of
insufficient means otherwise to enjoy the advantages provided by the Trust: (b)
for promotion and encouragement of all forms of activities calculated to
contribute to health and well being of such persons were held not in favour of
trust established for charitable proposes only.

3.24.11 DEED RECORDING DISPOSITION:

The last portion of the definition as to oral disposition was added by Act XV of
1904 to prevent es#on of stamp duty by the expedient of an oral disposition of
the property subsequently recorded in the form of a declaration of trust.

A document falling within the definition as recording by way of declaration or
otherwise the terms of an oral dispositimas held chargeable to duty under
Article 58, amended Article 52 although the oral disposition was made prior to
the amending Act (XV of 1904) which added the words as to oral settlement in
this clause.

Where in a partition deed between four brothersiy thather also joined with a

view to confirm the oral gift of the property made previously by him in favour

of his sons who divided the properties, it was held that it should be stamped also
as a settlement deed being an instrument recording the digposiine
expression r ec o-edchimggigndidarcs thaa thahof a merd a r
narration and is intended to furnish indubitable proof of a transaction. Though
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the document is not a settlement in the sense that the owner of the property
settled unde the document upon certain other persons yet it becomes a
settlement by reason of the artificial definition created by section 2(24), that is
to say itis a record of an earlier oral settlement. If the person settling the interest
does not join the instraent then the reference to the settlement may be merely
a narrative of the origin of the title and the document could not operate of its
own volition as a gift.

The document in this case contained also reference to a gift of some other items

as havingbeemade i n favour of the settlordés wife an
parties to it. It was held that settlement duty was not required in respect of these

items. As regards these items, the full effect of the document only indicates the

setting apart of certaittems for the purpose of making a gift in favour of them

by means of documents to be executed in future. Even assuming that a gift had

been made in favour of them, in the absence of those persons joining him in the

execution of the document the recitakimfar as they are concerned cannot be

regarded as a record within the scope of section 2(24) of the Act.

3.24.12 MORTGAGE AND DEPOSIT OF TITLE DEEDS: -

The distinction between a pledge and a mortgage is that while under a pledge
for which delivery of posession is essential, there is only a bailment, under
mortgage; there is transfer of right of property by way of security, which need
not be accompanied with delivery of possession. For a pawn or pledge, there
must be delivery of property either actualamnstructive, mere agreement to

give possession cannot operate as a pledge. Hence, an agreement where in return
of finance provided by the financial distributor the producer agrees to deliver
final prints of a film under production when they are ready, apeement

cannot be called as pledge or pawn, there being no actual transfer of property.

Where, however, there is a regular mortgage of movable property created but
delivery of possession is not given, it is called hypothecation and operates only
as an quitable charge. Article 6, would not apply to it and Article 40 of Indian
Stamp Act (Article 36 in Gujarat Stamp Act, 1958) would apply where there is
a regular mortgage of movable property accompanied with delivery of
possession. Duty is payable undetiédle 40.

As regards immovable property, Article 6 applies to mortgage by deposit of title
deeds and Article 40 to regular mortgage, where a document evidencing the
deposit of title deeds contains also a condition enabling the lender to sell the
property @ default in payment on the agreed date the power of sale creates an
interest not only in the title deeds but in the properties themselves and the
document is chargeable as a regular mortgage. Although a document may be a
mortgage deed if it falls withinhe special class of document referred to in
Article 6, stamp duty payable will be under Article 6 and not under Article 40.
In order that Article 6 may apply, the document should merely contain the
bargain between the parties with regard to the depostitief deeds and
conditions subsidiary or ancillary to the deposit of the title deeds. But if a
document contains all the provisions, which one would normally find in a
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mortgage deed, then the mere fact that the document also contains the bargain
wirh regad to the deposit of deeds will not make it an agreement for the deposit
of title deeds. Where a deed contains many provisions which are never found in
an agreement with regard to the deposit of title deeds such as a provision with
regard to the acceleratiof the due date for the payment of the mortgage debt

it was held that it was a provision which has nothing whatever to do with the
deposit of title deeds. The title deeds, having been deposited and that fact having
been recorded this was an obligationahhwas undertaken by the mortgager to

pay the mortgagee, debt earlier than on the due date if he did not carry out any
one of the conditions mentioned in that clause. The document therefore would
fall under Article 40 and not under Article 6. Where a doent contains such

terms as the properly shall remain as continuing security for the amount due to
the mortgageed the expenses incurred
properties insured shal/l be secured
mortgages declared the properties belong absolutely to them, on default of
payment of quarterly interest the entire amount due under the mortgage hereby
created shall become due and immediately payable, such recitals in the
document created by their own force artgage in favour of the mortgagee
quite from a deposit of title deeds or the terms of the bargain of such deposits
and the stamp duty for such a document is payable under Article 40 and not
under Article 6.

An equitable mortgage by memorandum and depafsideeds, falls under
Article 6 provided the memorandum amounts to an agreement and not if the
memorandum merely records the fact of the deposit. An instrument to fall under
Article 6 must be an agreement relating to deposit of title deeds. The Article
takes in the most common class of equitable mortgages by deposit of title deeds
accompanied with a memorandum of charge containing the terms of the
mortgage.

3.24.13 PARTNERSHIP DOCUMENTS:

APartnershipo is the relati onagwddi ch
to combinetheir property, latter or skill in some tuners, and to share the profits
labour between them.

Where the partners in a partnership business by a deed divide between
themselves certain debts of the firm to be collected and appropriatesiizin

joint regarding the other items of business the deed must be considered as a
partition deed and not a deed for the dissolution of partnership. In a case in
which two firms were jointly owned by five persons, of whom three were
undivided members of &amily, the fourth their distant and separated co
parcenes and the fifth a stranger and an award was passed and embodied in a
document assigning one firm to three undivided members as a group and the
other firm to other two persons as a group, the doctuimes been held to be
chargeable as an instrument of partition and not as dissolution of partnership by
reason of Section 6. The fact that the allotments are not made to each individual
among the original cowners but to groups does not make any diffezenc
because the true anti these is Section 2(15) is between the original common
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ownership and subsequent cessation of common ownership. From the difficulty
in applying the conception of emvnership to individual item of partnership
assets, it is not corretd say that partners are notewners with regard to the

net assets, of the partnership on the dissolution and an instrument embodying
an arrangement dividing the assets between themselves, though it may take
place as part of a scheme of dissolutionaslwl , i s O6an i nstrument of p
In such a case the document may be both an instrument of partition and an
instrument for the dissolution of partnership. An instrument so framed comes
within two or more of the description is schedule | and the dehasgeable

there under being different, the document is chargeable only with the higher of
such duties under section 6.

An instrument coming into existence on dissolution of partnership would be
chargeable as an instrument of partition if it effects thasidin of the
partnership assets among the partners. Where under an award, two of the four
partners relinquished their rights in the partnership for specified consideration;
the award is chargeable to stamp duty under article 13 and not as one directing
partition.

3.24.14 PARTNER BRINGING IN ASSETS INTO PARTNERSHIP -
WHETHER A CONVEYANCE :

Under Section 14 of the partnership Act, it is always possible for a partner to
bring into the partnership, property belonging to him by the evidence of his
intention to mak it part of the assets of the partnership. A partner can sell his
property to a partnership firm, which includes himself as a member. But the
guestion whether there was a sale would depend upon his intentions and on the
language of the document. Wherestrument of partition between the parties
contains no words whatever of a dispositive character which expressly or by
implication amount to a transfer of interest as between the owner and the other
partners and there is only a clause which can onlykemtas a declaration of

the rights of the partnership in the properties consequent upon the fact that the
properties were brought into the common stock, the document in question is a
deed of agreement of partnership.

3.24.15 WHEN A CONVEYANCE COMES INTO EX ISTENCE:

A conveyance may be executed on the conversion of partnership into a limited
company. Thus a transfer of the properties belonging to a partnership to a
company, the shareholders of which consist exclusively of members of the
partnership who execed the transfer was held chargeable as a conveyance. On
such a transfer, duty was charged on the value of the property as evidenced by
the books of the partnership. The conveyance may come into existence on the
dissolution of a partnership. Thus, an instant whereby a retiring partner to

the continuing partnership retires for the consideration of a certain sum of
money is a conveyance. Such assignment would be a conveyance even though
the consideration is expressed to be allowed "in account and apprd @udtof

the assets of the partnershipo. An i nstrumen/
declared that he accepted a promissory note executed in his favour by the
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continuing partner in full satisfaction of all his claims against the latter, in
respect of histgare and interest in the partnership and the assets and properties
thereof should be charged to ad valorem conveyance duty. If the terms of the
deed coming into existence on dissolution of partnership are such that property
actually passes by the deed thika deed would be liable to conveyance duty
even in respect of movable which can be transferred by delivery. If, however,
the retiring partner instead of assigning his interest takes the amount due to him
from the firm gives a receipt for the money an#érawledges that he has no
more claims on his epartners they will practically obtain all that they want,

but such a transfer even if carried out by deed, could hardly be held to be sale
and no ad valorem stamp duty would be payable.

The Gujarat High Courhas, relying on the Supreme Court decision in
Commissioner of Income tax's Dewas Cine Corporations and dissenting from
the decision of the Mysore High Court in VenkatachalagtState, extended

the view even to a case where the retiring partner tdileesmount on the
footing of an actual or notional sale of his interest. The interest of a partner in a
partnership is not an interest in a specific item of the partnership property but it
is a right to obtain his share of profit from time to time dutimg subsistence

of the partnership and on dissolution of the partnership or his retirement from
the partnership to get the value of his share in net partnership assets which
remain after satisfying the liability set our in section 48 of the Partnership Act
When, therefore, a partner retires from partnership and the amount of his share
in the net partnership asset after deduction of liability and prior charges is
determined on taking account on the footing of a notional sale of the partnership
asset and gan to him what he receives his share in the partnership and not any
price for sale of his interest in the partnership.

His share in the partnership is worked out by taking account in the manner
prescribed by relevant provisions of the partnership law @aisdthis and his

only his share in the partnership which he receives in terms of moneys. There is
in this transaction no element of sale, the retiring partner does not sell his
interest in the partnership to the continuing partner. He, on the contnargs ca

out his interest and takes it away by evaluating it.

Where long before the actual dissolution of a partnership, one of the partners
had received from the other partner, the capital contribution made by him a
subsequent deed of dissolution of partngrsthich recites that the outgoing
partner shall have no interest wAsatever in any of the properties of the
partnership and provides for the ascertainment of the profits payable to such
partner has been held to be properly stamped as a deed of dissakitihe
payment was made not under the deed and cannot be construed to be
consideration and there were no elements to render the deed one of conveyance.
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3.24.16 DISTRIBUTION OF PARTNERSHIP PROPERTY ON
DISSOLUTION - WHETHER PARTITION DEED REQUIRING
STAMP DUTY:

Where the assets of a firm are, on its dissolution, distributed between the
partners, it is not a partition and need not be stamped as deed of partition.
Explaining the reasons in the case of the Chief controlling Revenue Authority
Vs. Chaturbhuj, he Gujarat High Court said:

Al n our opini on, what the | egal position wh
Narayanappa/s. Bhaskara Krishnappa; Commissioner of Income Vax

Dewas Cine Corporation; Commissioner of Income N&x Bankey Lal
Vaidya; and Velo IndusiesVs. Collector is that whatever a partner gets either

in the shape of money or in the shape of an immovable property which prior to
the distribution was a property of the partnership firm, is his share in the surplus
of the assets of the firm which ramed after the liabilities and other outgoing

of the firm are provided for. There is no concept ofoemership amongst
partner during the subsistence of the partnership. The partnership properties are
not held by the partners as-owners. The propertydbongs to the firm and it
merely vests in all the partners because the firm has no legal entity. But such
vesting does not mean that all the partners arewsters of the property. The
distinction between cownership and partnership pointed out by ther&ug

Court in Champaram Cane Concéfs. State of Bihar must be borne in mind

in this connection. Moreover, what happens at the time of dissolution is merely
handing over to each partner his share in the surplus of the partnership assets
after all the liabities and outgoings are provided for and if any particular
property which prior to the dissolution was part of the partnership property is
allotted to the partner it is merely by way of adjustment of his share in the assets
of the partnership. As the Swme Court pointed out in Dewas Cine
Corporation case, the distribution of surplus is for the purpose of adjustment of
the shares of the partners in the assets and it is in the course of such adjustment
that one or the other property may be movable masnb®vablecomes in the
allotment to a particular partner. The concept of partition or the concept of co
owners of the property dividing or agreeing to divide such property in severally
can never apply to what happens when a firm is dissolved and onetpmaper
another is allotted to a partner. There are no elements to render the deed one of
conveyance.

3.24.17 DISTINCTION BETWEEN ANCESTRAL PROPERTY AND
SEPARATE PROPERTY

Property inherited by a Hindu from his father,
father, is ancestral property. Property inherited by him from other relations is

his separate property. The essential feature of ancestral property is that if the

person inheriting it has sons, grandsons or ggeatdsons, they become joint

owners with himThey become entitled to it by reason of their birth. Thus, if A,

who has a son B, inherits property from his father, it becomes ancestral property

in his hands and through. A as the head of the family is entailed to hold and

manage the property, B is élgd to an equal interest in the property with his
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father A and to enjoy it in common with him. B can therefore restrain his father
from alienating it except in the special cases where such alienation is allowed
by law and he can enforce partitionofgtai nst hi s father. O
he takes the property by right of survivorship and not by succession. It is
otherwise, however to separate property. A man is the absolute owner of
property inherited by him from his brother, uncle etc. His sors do¢ acquire

an interest in it by birth and on his death; it passes to the son not by survivorship,
but by succession. Thus, if A inherited property from his brother, it is his
separate property and it is absolutely at his disposal. His son B acquires no
interest in it by birth and he cannot claim any partition of it nor can he restrain
A from alienating it. The same rule apples to the-getfuired property of a
Hindu. But it is of the utmost importance to remember that separate of self
acquired propertyonce it descends to the male issue who inherits it becomes
ancestral property. Thus if A owns separate or self acquired property, it will
pass on his death to his son B as his heir. But in the hands of B it is ancestral
property as regards his sons. Tlesult is that if B has a son C, C takes an
interest in it by reason of his birth and he can restrain B from alienating it and
can enforce a partition of it as against B.

Ancestral property is a species of coparcenary property. It was stated above that
if a Hindu inherits property from his father, it such a sace, it is said that the son
becomes a coparcner with the father as regards the property so inherited and the
coparcenary consists of the father and the son.

But this does not mean that a coparcenarycwansist only of a father and his
sons. It is not only the sons but also the gramds and greajrandsons, who
acquire an interest by birth in the coparcenary property. Thus if A inherits
property from his father and he has 2 sons B and C, they botimbeco
coparcencers with him as regards the ancestral property. A as the head of the
family is entitled to hold the property and manage it and hence he is called the
manager of the property. If B has a son D, and C has a son E, the coparcenary
will consist ofthe father, sons and grandsons, namely A, B,C,D and E. Further,
if D has son F, and E has a son G the, conparcenary will consist of 7 members.
But if F has a son X, X does not become copacernear, for a coprcenary is limited
to the head of each stock and Bons, grandsons and grgedindsons. X being

the great greagrandson, of A cannot be a member of the coparcenaty, so long
as A the holder of the joint property is alive.

(Principles of Hindu law by Mulla)

COPARCENERS AND COPARCENERY PROPERTY UNDER
MITAK SHARA LAW

3.24.18 JOINT HINDU FAMILY:

A joint Hindu family consists of all persons lineally descended from a common
ancestor and includes their wives and unmarried daughters. A daughter ceases
to be a member of her father s of amil
her husbandbés family. A joint or undi
male member and widows of deceased male members. The property of a joint
family does not cease to be a joint family property belonging to any such family
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merely because tHamily is represented by a single male member (coparcener)
who possesses rights which an absolute owner of property may possess. Thus
for instance, a joint Hindu family may consist of a male Hindu, his wife and his
unmarried daughter. It may similarly st of a male Hindu and widow of his
deceased brother.

3.24.19 HINDU COPARCENARY:

A Hindu coparcenery is a much narrower body than a joint family. It includes
only those persons who acquire by birth an interest in the joint or coparcenary
property. Thesare the sons, grandsons, and great gransons of the holders of the
joint property, for the timdeing in other words the three generations next to
the holder, in unbroken male descent.

3.24.20 FORMATION OF COPARCENARY:

The conception of a joint Hindu familyonstituting a coparcenary is that of a
common male ancestor with his lineal descendents in the male line within four
degrees counting from and inclusive of such ancestor. No coparcenary can
commence without a common male ancestor though after his deathy
consist of collaterals such as brothers, uncles, nephews and cousin etc. No
female can be a coparcener although a female can be member of the joint Hindu
family.

A coparcenery is created in such way as the following:

A Hindu male A, who has inhertleno property at all from his father,
grandfather or greagrand father, acquires property by his own exertions. A has
a son B, B does not take any vested interest in theaselfired property of A

during AO0s | ife time, UHiadquiredpropeilyof deat h

A. if B has a son C, C takes a vested interest in the property by reason of his
birth and the property inherited by
hands and B and C are coparceners as regards the property. If B@mtthGec

joint family and a son D is born to C, he enters the coparcenary by the mere fact
of his birth and if a son E is subsequently born to D, he also becomes a
coparcencers.

3.24.21 UNDIVIDED COPARCENARY INTEREST

The coparcenery property is held in collectivenership by all the coparceners

in a quasi corporate capacity. The incidents of a coparcenary are first, the lineal
male descendents of a person upto the third generation acquire on birth
ownership in the ancestral properties of such person, secondlysubhat
descendants can at any time work out their rights by asking for partition, thirdly
that till partition, each member has got ownership extending over the entire
property conjointly with the rest, fourthly that as result of suclewoership,

the posseson and enjoyment of the properties, is common, fifthly that no
alienation of the property is possible unless it is for necessity without the
concurrence of the coparceners and sixthly, that the interest of a deceased
member passes on his death to theigimg coparcencers on the principle of
survivorship.
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3.24.22 INCIDENTS OF SEPARATE OR SELF ACQUIRED
PROPERTY:

A Hindu, even if he be joint, may possess separate property. Such property
belongs exclusively to him. No other member of the coparcenary, not even hi
male issues acquires any interest in it by birth. He may sell it or he may make a
gift of it or bequeath it by will to any person he likes. It is not liable to partition
and on his death, intestate it passes by succession to his heirs and not by
survivorship to the surviving coparceners. Property acquired in any of the
following ways is separate property of the acquirer.

Q)Property inherited by a Hindu from
father or fatherdos fatheros father.

(2) Property obtained as aare on partition by a coparcener who has no male
Issue.

(3) Property held by a sole surviving coparcener, when there is ho widow in
existence who has power to adopt.

4) PERSONS ENTITLED TO SHARE IN COPARCENARY
PROPERTY UNDER MITAKSHARA LAW :

The only property tht can be divided on a partition is coparcenary property.
Separate property cannot be the subject of partition. Every coparcener is entitled
to a share upon partition. Every adult coparcener is entitled to demand and sue
for partition of coparcenary progety at a ti me. A son wh
womb at the time of partition is entitled to a share though born after partition as

if he was in existence at the time of partition. If no share is reserved for him at
the time of partition, he is entitled to lethe partition reopened and a share
allotted to him.

A father separating from his sons may or may not reserve to himself a share on
partition. The rights of a son born as well as begotten after partition are different
according as the father has or has neserved a share for himself. Where the
father has reserved a share for himself, a son who is begotten as well as born
after partition is not entitled to have the partition reopened. But in lieu there of,
he is entitled af t éenotonlythe shiare allbttedrtdtise d e
father on partition by the whole of the separate property of the father, whether
acquired by him before or after partition. Where the father has not reserved a
share to himself on a partition with his sons, a son whaors as well as
begotten after partition is entitled to have the partition reopened to have a share
allotted to him.

Where an adoption is made by a member of joint family governed by Mitakshara
Law, the adopted son becomes a member of the coparcenarthEanoment

of his adoption and the adoptive father has no power either by deed or will to
interfere with the rights of survivorship of the adopted son in the coparcenary
property. The same principle applies when adoption is made by sole surviving
coparceer, however, subject to any agreement binding the adopted son. Where
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a son is born after adoption to the adoptive father the adopted son is entitled to
the same share on partition as a legitimate son.

3.24.23 SHARE OF A WIFE IN PARTITION

A wife cannot hemslf demand a partition but if a partition does take place
between her husband and his sons, she is entitled to receive a share equal to that
of a son and to hold and enjoy that share separately even from her husband. If
the wife hasSTRIDHANAgiven to heiby her husband or fathar law, its value

should be deducted from her share by her husband. Wife in relation to sons
includes the stemother. Likewise a widow mother cannot compel a partition

so long as the sons remain untied. But if a partition taleee fletween the sons,

she is entitled to have a share equal to that of a son in the coparcenary property.
As in the case of a wife in the case of a mother SERIDHANAfrom her
husband or fathen-l aw shoul d be deducted from her share
for this purpose includes stepmother. On a partition between sons by different
mothers when more than one mother is alive, the rule is first to divide the
property in to as many shares as there are sons and then allot to each surviving
mother a share equa that of each of her sons in the aggregate portion allotted

to them.

3.24.24 MORTGAGE BY CONDITIONAL SALE AND SALE WITH A
CONDITION TO REPURCHASE

From the point of view of stamp duty, it is necessary to grasp the difference
between sale with a conditiemf retransfer and mortgage by conditional sale. In

the former case, when the property sold is retransferred to the vendor, the second
transaction would constitute only sale and attract stamp duty at conveyance
rates, whereas in the latter case, the mefea of the property to the original
owner would be a recoveyance chargeable under Article 48 of the Schedule to
the Gujarat Stamp Act. Further, the distinction is also important from the point
of view of Section 25 of the Stamp Act, providing for reb@atestamp duty in
respect of sale of mortgaged property. The following commentary on the subject
is relevant.

A sale with a condition of retransfer is not a mortgage for the relationship of
debtor and creditor does not subsist and there is no debt for thiitransfer

is a security. It is not a partial transfer but a transfer of all right in the property
reserving only a nominal right in the property of repurchase cemgion
which is lost if not exercisedthwi thin the sti
subject is one dictated by common sense thanha facie an absolute
conveyance containg nothing to show that the relation of debtor and creditor is
to exist between the parties does not cease to be an absolute conveyance and
become a mortgage merddgcause the vendor stipulates that he shall have a
right to repurchase. But although the difference in the legal effect of a sale with

a condition of repurchase and a mortgage by conditional sale is clear, it is often

a matter of extreme difficulty to dele which of these two transactions a
particular document or a set of documents discloses. The distinctions purely one
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of intention namely whether it was intended that the relation have generally been
applied to find the intention of a document for thepmse stated above.

(1) The existence of a debt.

(2)  The period of repayment, a short period being indicative of a sale and a
long period of a mortgage. But the fact that time was made the essence
of the contract to repurchase is not decisive.

(3) A stipulation for thgpayment of interest indicates a mortgage.
(4)  The continuance of the grantor in possession indicates a mortgage.

(5) A price below the true value indicates a mortgage a fair market value is
storage evidence that the transaction is a sale.

A mortgage by conditioasale is a mortgage in which the ostensible sale is
conditional and intended as security for the debt. In case of payment at the fixed
time the condition was that the sale became void or that the mortgagee executed
a reconveyance. In a mortgage the debtssts and right to redeem rests with

the debtor. But a sale with a condition of repurchase is not a lending and
borrowing arrangement, No debt subsists and no right to redeem is reserved by
the debtor but only a personal right to redeem is reserveclmetitor but only

a personal right to repurchase. This personal right can only be enforced strictly
according to the terms of the deed and at the time agreed upon. But in a mortgage
by conditional sale the right of redemption subsists not with standihghina
mortgage has failed to pay at the time stated. This right arises from the fact that
the properly is considered to be merely a pledge for the loan.

A transaction cannot be a mortgage if the sale and the agreement to repurchase
had been embodied in septe documents because the provision of section
58(c) of the transfer of property Act dealing with a mortgage by conditional sale
makes a specific provision that no transaction of ostensible sale shall be demand
to be a mortgage unless the condition meférto in section is embodied in the
document which effects or purports to effect the same. The effect of the proviso
to clause 0c¢cb6 is that i f the condit
document which affects or purports to affect the same, dinsdction will not

be regarded as a mortgage.

It does not follow that if the stipulation for reconveyance is embodied in the
same document a transaction is necessarily a mortgage. The Legislature has
made a clear cut classification and excluded transactioodied in more than

one document from the category of mortgages. Therefore, it is reasonable to
suppose that persons who after amendment choose not to use two documents do
not intend the transaction to be a sale unless they displace that presumption by
clear and express works and if the conditions of Section 58 (c) of the Transfer
of Property Act are fulfilled then deed should be construed as a mortgage.

In case of ambiguity, the courts lean to the construction of a mortgage. In this
connection referemcis also invited to paragraph No.95 of the Book (Important
Government Orders under the Indian Stamp Act and the Court Fees Act
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Incorporating G.R.R.D.N0.678/24 dated "™3@anuary 1935 Code Order
No.262).

3.24.25 GIFT-WHAT IS

Under section 122 of the Trdes of Property Act, Gift is the transfer of certain
existing moveable or immovable property made voluntarily and without
consideration by one person called the donor to another called the donee and
accepted by or on behalf of the donee. Such acceptante®caade during the
lifetime of the donor and while he is still capable of giving if the donee dies
before acceptance, the Gift is void. The essential elements of a gift are:

1. The absence of consideration

2. The Donor

3. The Donee.

4. The Subject matter

5. The Transfe

6. The Acceptance

The essence of gift is that it 1is a gratuitou
used in its popular sense denoting the exercise of unfettered will and in its

technical sense of Awithout coniagli derationo. Or

ingredient is that he should voluntarily and without consideration transfer the

property to the donee and giving away implies a complete divesting of the

ownership in the property by the donor. The w
same sense as iretindian Contract Act and excludes natural love and affection.

A transfer in consideration of an expectation of spiritual and moral benefits or

in consideration of natur al |l ove and affectio
is not that contemplated byelsection. But a gift in consideration of a donee

undertaking the liability of the donor is not gratutious, and is not a gift.

A doner is the person who gives. Any person who is sui juris (on his own right)
can make a gift of his property. Trustees cammake a gift out of the trust
property unless authorised by the terms of trust.

Donee is the person who accepts the gift. The gift may be accepted by or on
behalf of a person who is not competent to contract. The donee must be alive at
the date of the gifaind the representatives of person deceased at the date of the
gift cannot take for him. The donee must also be ascertainable person and so the
public cannot be donee under this section not can a gift be made to an
unregistered society.

The subject matterfdhe gift must be certain existing movable or immovable
property. It may be land, goods or actionable claims, but it cannot be future
property.

A gift of immovable property can only be made by a registered instrument. A
deed cannot be dispensed with ef@ma property of small value as in the case

of sale and as a further precaution attestation by 2 witnesses is required. The
provision in section 123 of the Transfer of Property Act excludes every other
mode of transfer and even if the intended donee tisnppossession a gift of
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immovable property is invalid without a registered instrument. The deed must
be signed by the donor.

The word Oregisteredd in the section
the donor. If the other conditions to the valydof a gift are complied with
neither the death of the doner nor his express revocation is the ground for
refusing registration.

The donor cannot revoke gift after delivery of the deed of gift and before its
registration. While registration is necessasiemnity for enforcement of a gift

of immovable property it does not suspend the gift until registration actually
takes place. When the instrument of gift has been handed by the donor to the
donee and accepted by him the former has done everything iroWwer po
complete the donation and to make it effective. Registrtion thus does not depend
upon his consent, but is the act of an officer appointed by the law for the
purpose.

Where a gift has been affected by a registered document duly attested and the
gift has been acted upon by the donee, the title legally passes to the donee and
cannot be defeated by an intention of the donor to the contrary. Thus in a case

where the gift deed was deposited with the Registrar but was taken away by

murdering the Registrait, was held that the gift was completed and could not

be superseded by subsequent registered deed.

The acceptance of gift by the donee need not be expressed. The acceptance may
be inferred and it may be proved by the donees possession of the property or
even by the donee's possession of the deed of gift. Acceptance has been inferred
from the acceptance of the right to collect rents in the case of a gift of tenanted
property or from the mutation in the register, provided the donee is in possession
of the poperty the donor's retention of the deed is not necessarily proof of the
fact that there has been no acceptance. Acceptances may be by donee who is not
competent to contract for a minor, may accept benefit although he cannot incur
an obligation and a mims guardian may accept a gift for him. So also in the
case of a deity this acceptance may be by its agent. Acceptance must be in the
lifetime of the donor and of course if the donee dies before acceptance there is
no gift. If the gift has been acceptedtiihe donor dies before the deed is
registered the transfer can be completed by registration after the donor's death

3.24.26 BENAMI SALES

Benamisales are fairly common in our country. The sale is in favour of the
nominee of the real purchaser and he saen his behalf and not for himself
although outwardly he appears as the owner.

The motives for this vary from sheer sentiment to evasion of the law. Needless
to say, if the real purchaser that is to say the person advancing the money for
the purchase as to permit the nominee to hold the property for himself, it
would amount to a gift. But the essence of the transaction is, as the name
suggest, one holding a property only in name but in reality for another.

In law the burden of proving that a salebenami and that the apparent
purchaser is not the real owner rests on the person asserting it to be so. He may
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be the real owner claming against the nominee with whom he has fallen out or
it may be the State charging that enamisale is a breach of sortaav.

By itself, there is nothing illegal aboutlkeenamisale. But if the object is to
evade a law for example, one restricting land holdings or ownership to a
particular category of persons, the position is different. The law will not assist
the real owneto acquire title and possession from ihehamidartecause to do

SO is to assist a party to wrong. Where no illegality is involved the Courts will
help the real owner who proves his claim.

No absolute formula or acid test can be laid down. However, {re®e Court
has formulated six criteria to weigh the evidence.

They are= (1) the source from which the purchase money came, (2) the nature
and possession of the property after the purchase, (3) motive, if any, for giving
the transaction a benami coloud) (the position of the parties and the
relationship, if any, between the claimant and the alleged benamidar; (5) the
custody of the title deed after the sale; and (6) the conduct of the parties
concerned in dealing with the property after the sale.

The abee indicia are not exhaustive and their efficacy varies according to the
facts of each case. Nevertheless, the first, namely, the source whence the
purchase money came, is by far the most important test for determining whether
the sale standing in the naroé one person, is in reality for the benefits of
another, the Supreme Court has ruled.

In  accordance  with  Gujarat Government  Gazette  bearing
No0.RP/1/89/45/88/148Research dtd.20/1/1989, tbenamitransations were
prohibited to be dealt with as per Seati3(b) by way person other than person
stated in sutsection (2) ibid. Further whoever entered in hagamiransaction
under Section 3 ibid was punishable. Further under Section 4(i), there of no suit,
claim or action to enfore any right in respect afy @roperty heldboenami
Against whose name the property is held shall be by or on behalf of a person
claiming to be the real owner of such property.

Under Section 5(i), all the properties hblehamishall be subject to acquisition
by such authority as mpae prescribed by the Government.

Under Section 5(ii), the Government was to be acquired such property without
any amounts of payments.

3.24.27 DECLARATION OF TRUST:

Article 58 of the schedule | to the Gujarat Stamp Act deals with the declaration
of a trust. A declaration of trust is not defined. It implies declaration by an
executant that he holds certain property in trust. The article would thus apply
only where the executant of the instrument makes himself a trustee and not
where the executant of thesirument makes himself a trustee and not where he
conveys property to others as trustees. When a person transfers his property in
favour of other trustees whether for a charitable and religious purpose or not,
the deed would be one of settlement and na oh declaration of trust.
However, where from the recital in the documents, it is clear that executors were

278



only making a declaration of a preexisting trust coupled with transfer of its
management and were not transferring their ownership in any spieastc
property nor were they creating the trust by executing the deed in favour of the
trustees such a document can not be treated as a conveyance and has to be
stamped only as declaration of trust.

3.25 LAW RELATING TO REGISTRATION:

The Indian RegistrativAct, 1908 (Act XVI of 1908) relating to the registration

of documents along with Rules framed there under by the State Government is
in force in the State. Under Section 17 of the Act, it is only certain documents
which are required to be registered carsprily, namely the following:

() Instruments of gift of immovable property;

(b) Other nortestamentary instruments which purport or operate to create,
declare, assign, limit or extinguish, whether in present or in future any right
title or interest, whether ve=d or contingent, of the value of one hundred
rupees and upwards, to or in immovable property;

(c) nontestamentary instruments, which acknowledge the receipt or payment
of any consideration on account of the creation, declaration, assignment,
limitation or ectinction of any such right, title or interest;

(d) leases of immovable property from year to year or for any term exceeding
one year or reserving a yearly rent; and

(e) nontestamentary instruments transferring or assigning any decree or order
of a Court or anyward when such decree or order or award purports or
operates to create, declare, assign limit or extinguish, whether in present or
in future, any right, title or interest whether vested or contingent, of the
value of one hundred rupees and upwards, to oninovable property.

Provided that the State Government may, by order published in the Official
Gazette, exempt from the operation of this-sabtion any leases executed in
any district, or part of a district, the terms granted by which do not exceed fiv
years and the annual rents reserved by which do not exceed fifty rupees.

The registration of any other document is optional.
3.251 OBJECTIVE OF REGISTRATION:

The real purpose of registration is to secure that every person dealing with
property, where i&ch dealings require registration, may rely with confidence
upon the statements contained in the register as a full and complete account of
all transactions by which his title may be affected. Registration thus protects a
person against prior transactions.

There are other purposes of the Registration Act; one of them is to give
solemnity of form and legal importance to certain classes of documents by
directing that they shall be registered. Another purpose is to perpetuate
documents, which may afterwards bklegal importance. Still another is to
guard against fabrication of documents of title from time to time and to check
fraud and forgery.
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3.252 TIME OF PRESENTATION:

Under section 23 of the Indian Registration Act, 1908 every document other
than a willshould be presented for registration within four months from the date
of its execution. Under section 25, if a document is presented beyond this time
limit, but before the expiry of eight months of the date of execution, the
registering officer may accefiie document for registration on payment by the
party concerned of fine not exceeding 10 times the amount of the proper
registration fee. Further under Section 34 of the Act, the persons executing a
document are required to appear before the registerfiogrowithin the time

limit for presentation of the document for registration under Section 23 of the
Act. As per proviso to Section 34, in case of delay on the part of executing
persons to appear before the Registrar within the time allowed and where such
delay in appearance does not exceed four months, the registrar is again
empowered to register the document on payment by the parties of fine not
exceeding 10 times the amount of the proper registration fee in addition to the
fine payable under Section ZBae result is that while the maximum period for
presenting an instrument for registration is eight months that for appearance of
executions is twelve months. Under Rule 27 of the Registration Rules, the scale
of fines under Section 25 and 34 is laid dagrfollows:

3.253 SCALE OF FINES UNDER SECTION 25 OR 34:

The scale of fines to be imposed under Section 25 or 34 shall be as follows,
namely

(1) if the delay does not exceed one month not exceeding 2 %2 times the proper
registration fee;

(2) if the delay exceedsne months but does not exceed two month not
exceeding five times the proper registration fee;

(3) if the delay exceeds two months but does not exceed three months not
exceeding 7 ¥ times the proper registration fee;

(4) if the delay exceeds three months but doasaexceed four months not
exceeding 10 times the proper registration fee;

NOTE: This rule does not affect the Registrar6:
fine that the above maximum under Section 25 or 34 in suitable cases.

3.254 PLACE OF REGISTRATION

Evey document which is compulsorily registerable in so far as such document
affect immovable property shall be presented for registration in the office of the
SubRegistrar within whose Seubistrict the whole or some portion of the
property to which such daments relates is situaté8ection 28).

3.25.5 PRESENTATION OF DOCUMENTS FOR REGISTRATION,
APPEARANCE OF PARTIES, ETC :

The Act provides for procedural requirements in regard to manner of
presentation of documents, the appearance of parties before theriregiste
officer etc. in Section 32.
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3.25.6 FEES FOR REGISTRATION, SEARCHES AND COPIES:

The State Government is empowered under Section 78 of the Registration Act
to lay-down a table of fees payable for the registration of documents, searching
the registers, graimg copies of reasons, entries or documents, etc. In Resolution
No.GM-87/134/MRGN/1086381/HI dtd.3.8.1987, the State Government have
modified the fees chargeable for the purpose in the State effective fr@n 10
1987.

Fees that are leviable are classifieto the followingfour Articles.

()  This article shall apply to those documents on which registration fee is
leviable on anad valoremscale on the amount of value of the
consideration or of the property to which the documents relates.

The registration feen the following document shall be levied oreaivalorem
scale on the amount or value of the consideration.

Acknowledgement (not being of the nature described in Article IIl), Agreement
for consideration, Annuity Bonds, Award, Bond, Bill of Exchangd,@iSale,
Lease, Instrument of Assignment, Conveyance, Mortgage, Release for
consideration (not being of the nature described in Article Ill) Sale, Transfer,
any certified copy of a decree or order of Court.

The registration fee on the following docuneerghall be levied on aad
valoremscale on the amount or value of the property.

Composition Deed, Gift, Partition, Partnership Deed, Settlement, Declaration of
trust, Release than one falling under (2) above or Article IlI.

Thead valoremscale shall be:

(a) if the amount or value of the consideration or of the property to which such
instrument relates, is wholly expressed therein.

When the amount or value does not exce@00 10
When the amount or value exceed®00 but does not exceed400 | 15
-do- -do- 400 -do- 600 20
-doo -do- 600 -do- 800 25
-do- -do- 800 -do- 1000 30
-doo -do- 1000 -do- 1500 45
-do- -do- 1500 -do- 2000 60
-doo -do- 2000 -do- 2500 75
-do- -do- 2500 -do- 3000 90
-do- -do- 3000 -do- 3500 105
-doo -do- 3500 -do- 4000 120
-do- -do- 4000 -do- 4500 135
-do- -do- 4500 -do- 5000 150
For every 1,000 or part thereof in excess 05000 15
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Change of rate of registration fees on ad valorem

The rate of registration fees has been reduced vide Notification
No.GHM/2007/18/M/STP/102007/663/H 1 dated 30.03.2007. The ad valorem
scale shall bene rupee for every rupees one hundred or part thereof atie
amount or value of the consideration or of the property to which such
instrument relates, if the amount or the value of the consideration of the
property to which such instrument relates is wholly expressed therein.

(b) If such amount or value is onpartly expressed the same advalorem fee
as above on the amount or value which is expressed and an additional fee
of 30

(c) If such amount or value is not expressed at all, a fixed fee as under:

() In respect of immovable properties situated in thg 6 Ahmedabad,
the City of Baroda, and the City of Surat as constituted under the
Bombay Provincial Municipal Corporation Act, 1949, and the
Cantonment of Ahmedabad450

(i) Inrespect of immovable properties situated within the limits of Borough
Municipalities 300

(i) In respect of all other propertie450

Il. For the registration of surrender of a lease the same fee as for the lease
surrendered if the same does not excedd otherwise 30.

This article shall apply to documents on which feallsbe calculated
according to the ad valorem scale in Article | subject to a certain
maximum.

Registration fee calculated according to the ad valorem scale subject to a
maximum of 30 shall be levied on the following documents:

Document which acknowleggs merely the payment of the consideration for
some document which is also registered Document which acknowledges the
receipt of the consideration expressed in a previous registered document but not
paid at the time of the execution of such document, evhdl advalorem fee

has, under Article I, been levied in respect of such previous document,
Reconveyances and releases executed on the extinction of loans on mortgage
which are previously registered and on which full advalorem fees have been
levied. Docunents acknowledging the receipts of installments on account of
mortgages which are registered and on which full advalorem fee have been
levied, Revocation of trust or settlement, duplicate or duplicates presented for
registration with the original documemr documents on the same day.
Duplicate or duplicates not presented for registration with the original document
or documents on the same day but on which reference to registration of the
original document or documents is quoted, release executed in presofan
some other document on which full advalorem fee in Article | has been paid.

[l . This Article shall apply to documents on which fixed fee is to be levied.
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A fixed registration fee of 30 shall be levied for the registration of the
following documents- Power of attorney, writing of divorcement, a certificate

of heirship, guardianship, administratorship or executorship, a notice of
pendency of suit or proceeding referred to in Section 52 of the Transfer of
Property Act, 1882, revocation of trust etttement dissolution of partnership,
agreement of presumption in a partition deed or in lease, apportionment of
property, adoption deed, declaration, agreements, easement where amount or
value of consideration is not shown and documents which do netitlath any

other article of the Fee Table.

V. A Fixed fee of 15 is to be levied on instruments which purport or operate
to effect any contract for transfer of immovable property irrespective of the
amount of consideration or value of the property showthe said document.

In additional to the fees for registration indicated above, the following other fees
are also collected.

(1) Copying fees

(2) Search/ Inspection fees

(3) Fees for attendance at private residence.
3.25.7 PROCEDURE IN REGISTERING OFFICES :

Documentsreceived for registration are entered by the registering officers in
day-books, maintained for the purpose separately for each calendar year. If the
registering officer is satisfied on the eligibility of a document for registration,
he would register thelocument on payment by the party concerned of the
necessary fees. The document will then be copied by the registering officer in
one or other of the books prescribed under the Registration Act. The copy will
indicate the stamp used on the original. Thepkescribes separate registers for
recording documents relating to immovable property, wills and testaments etc.
Printed documents are filled by the registering officers in separate volumes
maintained for the purpose.

3.26.1 SELECTION OF DOCUMENTS FOR SCRUTINY

The audit party will call for the day book and the soft copy of the same from the
auditee. The documents should be selected in audit by way of sample selection
methodology approved by PAG and documentednnexure-3(A) of this
Chapter.

The audit pety will prepare a list of the documents selected under each category
and earmark against each document the authority who had scrutinized the
document. While scrutinizing the selected documents the audit checks
mentioned in thénnexure-3(B) of this chapteshould be followed.

3.26.2 EXAMINATION OF DOCUMENTS:

The documents will then be taken up one after the other for examination. Every
document should be first read in its entirety and a conclusion reached on the
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proper classification of the document undee or other of the Articles referred
to in Chapterr .

It is not sufficient merely to go by the title given to a document.

Having determined the nature of a document, it should be seen whether proper
stamp duty as would be applicable to the case hasifféeed on the document.

In simple documents, like agreements, or small sales no difficulty is likely to be
encountered. It is only in respect of documents involving complications
regarding not only their nature but also the amount therein that would be
asessed to stamp duty that would call for skillful audit examination.

It would be seen from the Articles in tif&cheduleto the Stamp Act that
documents are subject to stamp duty in one or other of the following
alternatives.

1. Chargeabile to fixed sum as gut
2. Chargeablad valoarem;
3. Chargeablad valorenmsubject to a limit.

For example, acknowledgements, affidavits etc, are chargeable to fixed stamp
duty. A declaration of trust is liable &a valoremstamp duty subject to a limit

of 50. Deeds as settlemtenonveyance gift are chargeablatbvalorenduty
without specification of any limitation on the amount of stamp duty.

3.263 CONVEYANCE, GIFT, SETTLEMENTS AND PARTITION:

A conveyance is chargeable to duty on the consideration. It has been held that
consideration for this purpose would mean not the market value of the property
sold nor the consideration set forth in the documents but the real consideration
for the sale. Gifts, partitions, exchange and settlements are liable to duty on the
market value bthe property in question. It should be seen in audit, whether the
market value of the properties stated in the documents really represent the values
of the properties. Such an examination can be conducted with reference to the
index register maintainedylihe registering officers showing therein for each
village the property transactions that took place in the village during a year.
Whenever it is seen that there has been any gross under valuation, an
examination of the value should be suggested uponhvadtion will be taken

by the Collector under the provisions of the Gujarat Stamp Act and Rules.

3.264 MISCELLANEOUS AUDIT INSTRUCTIONS:

(@) Whenever in a document of conveyance, if rebate of stamp duty is allowed
on the basis that stamp duty was paid onehdier mortgage of the
property sold, it should be seen in audit that the property which is the
subject of the sale, agrees in all respects with the property sold in the
earlier mortgage deed. For this purpose, the description of the property
given in the two documents should be compared diligently. It should be
borne in mind that in every document relating to immovable property
accurate description of the property is an essential requirement.
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(b)

(©)

(d)

(€)

(f)

(9)

(h)
()
()

(k)

()

(m)

(n)

In deeds of partition, it should be verified whether the vafuibe largest
share on which remission is given is worked out correctly.

The method of charging lease documents to stamp duty, with reference to
the tenure of the lease and also taking into account the amount of premium
or deposit taken in advance shobkistudied and applied in audit.

The distinction between a mortgage and a mortgage by deposit of title
deed should be clearly understood.

Documents presented to the Assistant Superintendent of Stamps,
Gandhinagar or to the Collectors of the Districtsadjudication as to the
proper stamp duty leviable are scrutinised during audit and the
observations are intimated to the Secretary to the Government in the
Revenue Department and the Chief Controlling Revenue Authority,
respectively.  While communicatiothe observations audit should
excercise restraint as to comments and conclusions thereon.

Whether the fees realisable for the various services rendered by the
Registration Department have been correctly determined and collected
and whether a proper recegranted for the fees realised.

Whether fines and penalties leviable under the Act and the Rules have
been levied and collected wherever necessary.

Whether proper account of receipt books has been kept.

The reports of the Internal Audit, if any, and thepectors of Stamps and
Registration should also be seen in audit.

While checking the correctness of the stamp duty on a document, it should
be seen sidby side whether the registration fees, copying fees etc, have
been correctly recovered.

The receipts @ised by the registering officers are entered in a Cash Book
and remitted into Treasury. The Treasury Officer records the certificate of
receipt of the money on the Cash Book itself. The Cash Book should
accordingly be checked with the counteits of receipts and the entry of

the amount remitted with treasury cross checked with the treasury records
for a few months.

Cases of exemption/ remission of duty should be scrutinised in order to
see whether the exemption/ remission granted is in accordancéheith
orders of the Government on the subject and there is no attempt to abuse
the exemption provisions.

Cases of refunds, if any, should be examined to see that the refunds are
admissible under the provision of the Act/Rules and are correctly made
and recoded.

In the audit of Stamp duty and Registration fees correlation with the
records of Wealth Tax and Gift Tax and Estate duty records is to be
regarded as an essential audit check. Discrepancies noticed between the
wealth Tax, Gift Tax return and registdréocument in respect of values

of property are reported by the Income Tax revenue Audit wing for
scrutiny in State Receipt Audit. In a like manner, cases of registration of
records without production of forms as prescribed in Income Tax Rule or
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without Income Tax clearance certificate where the value of sale etc, is
above 30 lakh (earlier 5 lakh) can be brought to the notice of the Income
Tax wing by the State Receipt Audit wing.

EXEMPTION FROM PAYMENT OF STAMP DUTY

Under the provisions of the Bombay &ia Act (now the Gujarat Stamp Act),
1958, Government have granted exemptions in certain cases. Reference to some
of the important orders is given in the succeeding paragraphs:

1. In exercise of the powers conferred by clause (a) of Section 9 of the
Bombay Stenp Act, 1958 (Bom.LX of 1958), the Government of Gujarat
hereby remits stamp duty chargeable under the said Act, in respect of instrument
of mortgage executed by a member of the panchayat service belonging to district
and taluka caders for securing repaynf an advance received by him from
panchyats for the purpose of constructing, purchasing or repairing a dwelling
house for his own use.

(G.0.G R.D.N0.GHM 75/123/M5TP-14749261-H dt.12/6/1975).

2. In exercise of the powers conferred by clause (a) of Se@tadrihe
Bombay Stamp Act, 1958 (Bom.LX of 1958), the Government of Gujarat
hereby remits stamp duty chargeable under the said Act, in respect of
instruments executed by or on behalf of or in favour of the Gujarat Rural
Housing Board establishment undee Gujarat Rural Housing Board Act, 1972
(Gujarat 22 of 1972) in respect of which the said Board would be liable to pay
the duty for the remission granted hereunder.

(G.0.G.R.D.No.GHM 76/32/M5TP-1475136302H dt.17/1/1977).

3. In exercise of the powerseferred by clause (a) of Section 9 of the
Bombay Stamp Act ,1958 (Bom.LX of 1958) the Government of Gujarat hereby
remits in the whole of the State of Gujarat the duty chargeable under the said
Act, on instrument whether attested or not in respect afadions relating to

loans and advances loans and mortgages, cash credit or overdraft bond,
agreements of pawn or pledge and letter of hypothecation executed by small
farmers, marginal farmers, rural artisans and agricultural laborers for
agricultural alled activities in favour of all commercial banks including the
State Bank of India and its subsidiaries andoperative Banks Goperative
Societies Act,1961 (Guj.X of 1962).

Explanation: for the purpose of this order(a) the expression "Agricultural
Allied Activities" includes those activities which are mentioned in the definition
of the word "agriculture” in section 2(a) of the Gujarat Agricultural Credit
(Provision of Facilities) Act 1979 (b) the expression "small farmer" "marginal
farmer™'rural artisa” and "rural laborers" shall have the meanings assigned to
them in Section 2 of the Gujarat Rural Debtors Relief Act, 1976.

(GOG RD No. GHM/81/155/M-STP/1480/475/H dtd 17.8.1981)

286



4. In exercise of the power conferred by clause (a) of section 9 of the
Bombay Stamp Act, 1958 (Bom.LX of 1958) (herein after referred to as
"the said Act") and in suppression of Government Order, Revenue
Department No. GHM5/212/MSTP/1474/4868/H dated the 20th
October 1975, the government of Gujarat hereby reduces with effect on
and from the 1st April 1987 in the whole of the State of Gujarat the duty
with which the instrument described in colwhiof the Table below are
chargeable under the said Act, to the duty at the rate specified in column
2 of the said table.

Description of Instruments Reduced rate of Stamp duty

Instrument executed by or on beh| Two rupees for every sum of100
of, or in favour of the Gujarat Housir| secured or part thereof.

Board established under the Guja
Housing Board Act,196
(Guj.XXVIII of 1961)* in respect of
which the saidBoard would be liable
to paythe duty but for the reductio
granted hereunder.

(G.O.R.D.N0o.GHM/{87/53/M-STP-1486/265H-1; dt.28/3/1987)

* These words were appended vide G.O.R.D. No.GBWO4/MF
STP/1486/265 H, dated'June 1987.

5. In exercise of the powers conferred by clause (a) of section 9 of the
Bombay Stamp Act. 1958 (Bom.LX of 195¢
Act o) and i n supersession of Gover

No.GHM-83-2 STR1482TEC-7 (30)3517H.1, DATED THE 3 January,
1983; No. GHMS86-10/M-STR1482TEC-7(30)3517H. dated the 30
January, 1986; No. GHM6-81-M-STR-1482TEC-7-(30)-3517H.1 dated the

13th June, 1986; No.GHN7/43/M/ STP/1482/TEC/7(30)/3517/H.1 dated the

27 February, 1987 and No.GH®8V-43-M-STP-1486265H.1 dated the 28the
March, 1987, the Government Gujarat hereby reduced with effect on and
from the 2'April, 1992, in the whole of the State of Gujarat, the duty with which
instrument of mortgage deed as defined in clause (p) of Section 2 of the said
Act, executed by any person on behalf of anystdal undertaking in favour

of any of the financial institution specified in Annexdy@annexed hereto and
executed by or on behalf of any of the said financial institution, for securing
repayment of any loan advanced or to be advanced to such industria
undertaking, is chargeable under articles 36 of Schddilthe said Act, when

the possession of the property or any part thereof comprised in such deed is not
given, at the rate specified in Annexdr@annexed hereto.
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ANNEXURE-I
The Industrial Deglopment Bank of India.
The Industrial Credit and Investment Corporation of India.
The Industrial Finance Corporation of India.
The Life Insurance Corporation of India.
The General Insurance Corporation of India and its subsidiaries.
The Unit Trust of Inch.
The Industrial Reconstruction Bank of India.
The National Small Industries Corporation.

© 0 N o bk wWwDdRE

The GujaratState Financial Corporation.

[EEN
o

. The Gujarat Industrial Development Corporation.

[EEN
=

. The Gujarat Small Industries Corporation.
. The Gujarat State Textile Corpoxail
. The Gujarat Industrial Investment Corporation.

e
A W DN

. The State Bank of India and its subsidiaries.

[ERN
a1

. The Nationalised Banks.

[EEN
»

. Any other Financial Institution in public sector.

[EEN
\'

. International Financial Corporation, Washington.

[EEN
(oe]

. Sugar Development FuridMinistry of Food and Supply.

[EEN
O

. Small Industries Development Bank of India, Ahmedabad

N
o

. Export Import Bank of India

N
[y

. Tourism Finance Corporation of India Ltd., New Delhi

N
N

. Industrial Credit and Investment Corporation of India
Banking Corporation Ltd.
23. UTI Bank Limited

EXPLANATION -l

For the purpose of this order where any industrial undertaking has borrowed
loan from more than one such financial institution, total amount of loan so
borrowed would be considered for the assessment of stamp duty on such
instrument.

EXPLANATION -lI

ANationali sed Bankod means the Bank specified i
to the Banking companies (Acquisition and Transfer of Undertaking) Act, 1970.
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EXPLANATION -llI

Al

ndustri al Undertakingo means and i

groupof persons engaged in,

iv.

Vi.

Vil.

viii.

Xi.

Xii.

The manufacture, preservation or processing of goods.
Mining or development of mines;
The hotel industry;

The transport of passengers or goods by road or by water or by air or by
rope way or by lift;

The generation or distributiasf electricity or any other form of power;

The maintenance, repair, testing or servicing of machinery or any
description or vehicles or vessels or motor boats or trailers or tractors;

Assembling repairing or packing any article with the aid of machinery
or power;

The setting up or development of an industrial area or Industrial estate;
fishing or providing shore facilities for fishing or maintenance thereof;

Providing special or technical knowledge or other services for the
promotion of industrial growth;

Providing weigh bridge facilities;

The research and development of any process or product in relation to
any of the matters aforesaid.

EXPLANATION -IV

The

expression fiprocessing of goodso

preparing or making any tale by subjecting any material to a manual,
mechanical, chemical, electrical or any other like operation.

ANNEXURE-II
Sr.No. Description Rate
1 If the amount of loan or debt do( 1 per cent
not exceeds.1500000/
2 (ii) If it exceeds .15,00,000/ 2 per cent subject to 8§
maximum of .2/~ lakh.
3 If such loan or debt is to be repg Half of the amount of dut

within or up to the period of thrg payable under column (2) (
months. item No.1.
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GOG RD NO.GHM92-37-M-STP-1491-3226H-1 dt. 64-1992 superseded by
GOR
GOG RD. NO.GHM/2000/63/M/STP/1099/637/Hdated 27.7.2000

6. In exercise of the powers conferred by clause (a) of Section 9 of the
Bombay Stamp Act, 1958 (Bom.LX of 1958) (hereinafederred to as the said
Act) the Government of Gujarat hereby; (i) remits the stamp duty chargeable
under the said Act on the instrument of EXCHANGE OF PROPERTY executed
by one brother in favour of another brother subject to the conditions specified
in Appendix | below; and (ii) reduces the duty with which the instruments
described in column 1 of the Appendix Il below are chargeable under the said
Act, to the duty at the rate specified in column 2 of the said Appendix.

APPENDIX -1

(1) That the immovableroperties specified in the instrument of exchange of
property owned by the father of the executives of the said instrument;

(2) That the interest in the said properties have been developed by survivorship
in the executants upon the death of their father.

(3) That the executants shall give understanding in writing that they have not
exchanged before the said properties devolved by survivorship with his brother
and that the benefit of remission is availed of only once in their lifetime.

(4) That such exchaegf property should be affected within the period of five
years from the death of the father or from the date they become owner of the
said properties by way of survivorship.

APPENDIX-II

Description of instrument Reduced Rate of stamp duty

(1) Instrument of partition executed by
agriculturists in case of their agricultu

land Subjet¢ to maximum of hundre

rupees, two rupees for everyl00
(a) Where the amount of the value of { or part thereof, of the amount
separated share or shares of the property | the value of the separated share
not exceed 10,000 shares of the property.

Subject to maximum of fivg
hundred rupees, hundred rupe
for every 10,000 or part thereo

(b) and every 10,000 and part thereof | Of the anount of the value of th
excess of 10,000 separated shares or shares of

property.

290



(2) Instrument of partition executed | Subject to maximum of five
agriculturists in case of their dwellin hundred rupees, hundred rupg
houses. for every 10,000 or part thereo

of the amount of the value of tH

separated shares or shares of

property.
G.O.R.D. NO.GHMB89/46/M-STP-10862322H-1 dated 274-1989 (Art. 26 & 43)

7. In exercise of the powers conferred by clause (a) of section 9 of the
Bombay Stamp Act, 1958 (Bom.LX @B58) the Government of Gujarat hereby
remits, with effect on and from tHest April 1997 the duty on the instrument
relating to security for repayment of loan chargeable under Article 6(2) of
Scheduld to the said Act executed by farmer, unemployed qresnd the
beneficiary under a scheme sponsored by the State Government or the
Government of India

(Order No. GHM-97/14/M/STP/1097/365/H.1 dated 31.3.9%Govt. of Guj
Gazette Exty.Pt.IMB No0.67 dtd.31.3.97 P.6Y)

8. In exercise of the power conferred blause (a) of section 9 of the
Bombay Stamp Act 1958 (Bom.LX of 1958) the Government of Gujarat hereby
reduces with effect on and from the 1st April 1997 the duty with which the
instrument described in column 1 of the Table below is chargeable under the
sdd Act to the duty at the rate specified in column 2 of the said Table.

Table

Description of Instruments Reduced rate of Stamp
duty

One rupee for ever
hundred rupees or pa
thereof.

Investment of Conveyance executed by
Gujarat Housing Board or Corporation own
or controlled by the Government thre Local
Authority relating to the residential hous
constructed by them where the price of sl
housedoes not exceed 75,000

(Order No. GHM-97/15/M/STP/1097/365/H.1 dt.31.3.97Guj. Govt. Gaz.
Exty.Pt.IV-B No.67 dt.31.3.97,P.62.)

9. In exercise of the powers conferred by clause (a) of section 9 of the
Bombay Stamp Act, 1958 (Bom.LX of 1958) the Government of Guajarat
hereby remits the duty chargeable under the said Act on an instrument of
conveyance executed in favour of any person whose land is acquired for the
purpose of an irrigation project in the State sultjet¢he following conditions.

(1) the land so purchased shall not exceed twice the area of land acquired,
or

(2)  the market value of the land purchased shall not exceed the amount of
compensation received by him.
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(3) the instrument of conveyance is exetltvithin a period of three years
from the date of payment of compensation for land acquired.

(4) the person whose favour the instrument of conveyance is executed shall
have to produce

(1) a certificate to the effect that the land has been acquiretidor t
irrigation project

(i) a copy of the award of compensation received by him.

(Order No. GHM/97/129/M/STP/1097/198A1 dtd.2810-97 - Guj.Govt.Exty.
Pt.IV-B No.260 dtd.4.11.97 P.26D).

10. In exercise of the powers conferred by clause (a) of sectiointi®e
Bombay Stamp Act 1958 (Bom.LX of 1958) and in suppression of Government
Orders, Revenue Department No.GHM/98/22/M/STP/1096/2527/H.1 dated
26.02.1998, the Government of Gujarat hereby reduces from the date of
publication of this order the duty withihich an instrument of securitization of
loans or the Assignment of Debt with underlying securities is chargeable under
Article 20(a) of Schedule 1 to the said Act, to seventy five paise for every rupees
1000 or part thereof the loan securitized or deligagd with underlying
securities.

(Order No. GHM/2002/M/STP/102000/2749/H.1 dated 25.01.2G0%uj.
Govt. Exty. Pt.IVB, No.30 dt. 31.01.2002 p.2D).

11. In exercise of the power conferred by clause (a) of section 9 of the

Bombay Stamp Act, 1958 (Bom L& 1958) the Government of Gujarat hereby

reduces in the whole of the State of Gujarat, the duty with instruments described

in columnl of the Table below is chargeable under Article 34 of the Schedule

| of the said Act, to the duty specified in Colwamnf the said Table.
Description of Instruments Reduced rate of Stamp

duty

Instrument of Marriage Registration execu{ Twenly rupees.
under the schemeSat Fera Samuh Lagha
formulated by the Department vide th
Resolution No.PARACH1098/674/G dtd.29
April 1998.

(Order No. GHM/98/58/M/STP/1098/1006/H.1  dtd.  15.9.98-
Guj.Govt.Gaz.Exty.Pt.IVB N0.240 dtd.17.9.98 p.24D)

12. In exercise of the power conferred by clause (a) of section 9 of the
Bombay Stamp Act, 1958 (Bom.LX of 1958) the Government of @tijeereby
extents from the duty with which the instruments of sales or leases executed or
to be executed by all "eligible new information technology " units located in the
notified "Infocity" chargeable under the said Act.

(Order No. GHM/99/37/M/STP/10989b/5/h.1 dtd. 10.6.99 Guj.Govt.Gaz.
Exty.Pt.IV-B, N0.113 dt.10.6.99 p.11B).
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13. In exercise of the powers conferred by clause (a) of Sec.9 of the Gujarat
Stamp Act, 1958 (Bom.LX of 1958), the Government of Gujarat hereby remits
with effect from 10.02.204, the duty of the instruments chargeable under
Articles 6, 20, 27, 30, 36 & 51 of the Schedule | appended to the said Act, to the
approved units in the processing area of the zone and to the developer in the
area of Special Economic Zone declared a$ siycthe Government of India
under Sec.3 of the Gujarat Special Economic Zone Act, 2004 (Gnj.11 of 2004)

(Order No. GHM/2004/101/M/STP/102004/1465/H.1  dt.18.12.2004.
Guj.Govt.Gaz. Exty. Pt.IMB, N0.277 dt.18.12.2004 p.2-41j = 2005 GSCS/II/
P.14/H.24

14. In exercise of the powers conferred by clause (a) of Sec.9 of the Gujarat
Stamp Act, 1958 (Bom.LX of 1958), the Government of Gujarat hereby remits
in the whole of the State of Gujarat, the instruments of conveyance or lease
executed by the Developer of thedustrial Park for the purpose of land or
acquired land on lease by way of auction from Gujarat Industrial Development
Corporation for setting up an Industrial Park and reduces by 50% the stamp duty
chargeable on the instruments of conveyance or leasritexi by the units of

the Industrial Park.

This Order shall be deemed to have come into force on 10.06.2004.

(Order No. GHM/2010/56/M/STP/122009/2456/H.1 dt.23.08.2010 Guj. Govt.
Gaz. Exty Pt.IVB, No0.301 dated 06.09.2010 p.3Q)1

15. In exercise oftie powers conferred by clause (a) of Sec.9 of the Gujarat
Stamp Act, 1958 (Bom.LX of 1958), the Government of Gujarat hereby reduces
the rate of stamp duty to one rupee for every one lakh or part thereof with which
an instrument belonging to forward comtrahargeable under items (d), (e), (f)
and (g) of Article 5 and items (a), (b), (c) and (d) of Article 39 of Schedule |
with effect from 07.06.2006 in the whole of the State of Gujarat.

(Order No. GHM/2006/45/M/102006/1863/H.1 dt.12.07.2006Guj. Gowt.
Gaz. Exty Pt.IVB, N0.230 dt.13.07.2006, p.230

16. In exercise of the powers conferred by clause (a) of Sec.9 of the Gujarat
Stamp Act, 1958 (Bom.LX of 1958), the Government of Gujarat hereby reduces
the rate of stamp duty to twenty paise for every tevusand rupees to part
thereof with which the instrument belonging to purchase or sale of securities (in
case of nordelivery and in future and option trading) are chargeable under item
(c) of Article 5 and item (f) of Article 39 of Schedule I with effdobm
30.08.2006 in the whole of the State of Gujarat.

(Order No.GHM/2006/67/M/STP/102006/H.1 dt. 04.10.2006Guj. Govt.
Gaz. Exty., Pt.IVB, N0.319 dt.04.10.2006 p.319 = 2006 GSCS/II/P.
568/H.375

17. In exercise of the powers conferred by clause (&eaf9 of the Gujarat
Stamp Act, 1958 (Bom. LX of 1958), the Government of Gujarat hereby with
retrospective effect from 1 April, 2004 up to28ugust 2006 reduces the rate

of stamp duty to ten paise for every ten thousand rupees or part thereof with
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which the instruments belonging to purchase or sale of securities (in case of
nondelivery and in future and option trading) are chargeable under item (c) of
Article 5 and item (f) of Article 39 of Schedule | of the said Act in whole of the
State of Gujarat ith the condition that the person liable to pay has to make full
payment of outstanding deficit duty up to 31 May, 2007.

(Order No.GHM/2007/17/M/STP/102006/2642/H.1 dt.30.03.2007.)

18. In exercise of the powers conferred by clause (a) of Sec.9 of theaGujar
Stamp Act, 1958 (Bom.LX of 1958), the Government of Gujarat hereby remits,
in whole of the State of Gujarat.

() The duty chargeable and interest payable on the instruments, particulars
of which are specified in column 2.

(i)  To the extent specified icolumn 3; and
(i) Subject to the conditions specified in column 4 of the Schedule appended

hereto:
SCHEDULE
Particulars of Extent of reduction Conditions
instruments
1 2 3

Instrument of conveyanc Whole amount of duty1)The instrument execute
chargeable to duty und¢ leviable on the amour by Gujarat Housing Boar
clause (c) of Article 20 o| of difference betweel up to period of six month
Schedle-l of the Bombay| the amount ol from the date of this Orde
Stamp Act, 1958 executg consideration shown i(2)The person  claiming
by Gujarat Housing Boar{ the instrument and th| remission has to produg
in favour of a person othg amount of true markg certificate ssued by the
than original or firsf value of the property Gujarat Housing Boar

allottee; which is the subjec that he has mad
matter of such application up to
instruments; 31.07.2008 to the Boar
for executing conveyanc
deed.

Power of Attorney so fa) Whole amount require{(1)The Power of Attorney
as it related to the premis{ to make up proper dut executed on or befor
of Gujarat Housing Boar{ leviable under clause (| 31.07.2008.

chargeable to duty undgq or Article 45 of the sai¢(2)The Power of Attorney

clause (f) of Article 4%f | Act. holder has to produg
Scheduld of the said Act Certificate issued by
executed by original o Gujarat Housing Boarq
first allottee in favour of that the Power of Attorne
another person or b holder has paid transfé
another person t fee as required by th
subsequent person. Guijarat Housing Board.

(Order No.GHM/2009/M/15/STP/102004/1131/H.1 dt.16.02.2006uj. Govt. Gaz.
Exty., PLIV-B, N0.59, dt.20.02.2009, p.58).
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The following notifications for remission/reduction in stamp duty may also be
consulted.

(1) GHM/102002/M/STP/102000/2558/H.1 dated1.04.2002

(2) GHM/2004/101¥1/STP/102004/1993/H.1 dated 20.12.2004
(3) GHM/2010/M/50/STP/122009/3041/H 1 dated 21.07.2010
(4) GHM/2006/26/M/STP/102006/922/H 1 dated 26.04.2006
(5) GHM/2006/67/M/STP/102006/H 1 dated 4.10.2006

(6) GHM/2007/2/M/STP/102006/UOR 13/H 1 dated 23.01.2007
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Amalgamation/ Re construction and Merger Cases, Mortgage, Conveyance

APPENDIX-5-A

(Refer parapgraph no.5.4.1)

Sampling Methodology

Audit in O/o the Inspector General of Registration &
Superintendent of Stamps (HOD)

Registration Branch

Adjudication Branch

audit party may adopt random selection basis/ judgemental sampling.

Verification of Stamp Vendor offices, Expenditure incurred against supply of

stamps,

Contract finalised if any. For detaildekpenditure Audit two monthgo be
selected

Dy. Collector (Stamp Duty Valuation Offices) Offices

Sl
No.

Selection criteria

Reasoning and aspects to be
checked

1.

100% documentsfinalized and
stamp duty collected during th
selected month (Selection of mor
shall be based on the maximu
number of documents finakd and
disposed by DC under Section
and 33)

These cases may be checl
with reference to speaking ord
of DC for ascertaining prope
classification of the documen
application of value of land an
rate of stamp duty.

100% documents pertaining to
@ther source of revenue collect
during the selected month

00t her sour e as
directed by Superintendent |
Stamps vide Circular date
28.07.2011 (as per return)

100% documentf the selected
month where opinion under Secti
31 of GS At 1958 is given by DC

These cases may be checkec
ascertain the extent of deviati
from thejantri rates and reasg
and justification for sucl
deviation

100% documents where star
duty/interest/penalty/service char
has been collected after issoé
notices under Section152/ 154/1
of Gujarat Land Revenue Cod
1879 and Rule 117 of Gujarat La
Revenue Rules.

These cases may be verified
ascertain the correct applicati
of rate of stamp duty, levy ¢
service charge etc.
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5. | Caseswhich are reranded by thg These cases needs to be chec
CCRA (U/s.53 and 53A of GS A(¢ to ascertain the promptness
1958) finalization of the cases

6. | Casesvhich are finalized by CCR4 These cases may be checl
and forwarded to DC for recovery { with reference to the promptne|
deficit stamp duty/penalty et( of creation of charge in Recol
(U/s.53 andb3A of GS Act 1958) | of rights/efforts taken to recove
the dues.

7. | 100% refund cases Application of correct rates
provisions of the Act, Rules et

*If audit i s for more than one year, select the latest plus one or two years
depending on time available.

SUB REGISTRAR OFFICES

SI No. Criteria of document Selection

1 Conveyance/ Sale deeds / Gift Deed | Basis stamp duty paid
(Article 17,20,28)

A Category Unit Top 300 documents.

plus 150 documents
be selected randomly.

B Category Unit Top 200 documents

plus 100 to be selecte
randomly.

C Category Unit Top 100 documents

plus 50 to be selecte
randomly

2 Mortgage deeds/Deposit of  Tit| Top 25 documents plu
deeds/Hypotheation deeds/Debentul 10 at random

Trust Deeds
Articl 27
(Article 6, 27, 36) (Loan Amount to be
considered)

3 Following category of documents Top 10 documents
a. Development agreement {Acle| €ach plus 5 others
5 (ga)} randomly selected
b.  Cancellation of sale deec (each category).
(Article 16)
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C Exchange of property (Article 2f

d. Lease (Article 30)

e. Leave and License agreeme
(Article 30A)

f. Partition (Article 43)

g. Partnership (Article 44)

h. Dissolution  of  partnershi
{(Arti cle 44 (3)}

i.

Power of Attorney {Article 45 f
and 45 (g)}

J- Release (Article 49)

K. Settlement (Article 52)

l. Transfer of lease or Assignme
(Article 57)

m. Declaration/ Consent deed

4 Documents where exemption from | 100 % (in order tg
stamp duty/ registration fees isven | verify the applicability
based on  Government Orde| of exemption in

Notifications etc. accordance with th
provisions of the Ac]
and Rules).

* If more than one year for audit then select the latest plus one more year
at random.
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APPENDIX-5-B
_(refer parapgraph no.5.4.1)

Audit Checks on Stamp Duty and Registration Fees

Introduction:

Entry No.63 of List #State list of the seventh schedule to Article 246 of the
Constitution enables the State Government to legislate on theofasésmp

duty in respect of documents other than those specified in the provisions of List
| with regards to rates of stamp duty. In addition, the subject of stamp duty (other
than duties collected by means of judicial stamp but not including ratesngf sta
duty) finds a place in entry No.44 of List Il (concurrent list) also. By virtue of
these constitutional provisions, the Bombay Stamp Act 1958 which was in force
in the State of Gujarat which has been now renamed as the Gujarat Stamp Act,
1958 with retospective effect from®iMay, 1960 bythe Gujarat Short Title
(Amendment) Act, 2011.Entry No.63 of List HState list of the seventh
schedule to Article 246 of the Constitution enables the State Government to
legislate on the rates of stamp duty in respd documents other than those
specified in the provisions of List | with regards to rates of stamp duty. In respect
of registration fees, by virtue of the powers conferred by Section 78 of the
Registration Act, 1908 in its application to the State gbaét, Government of
Guijarat fixes the rates of the registration fees from time to time on various types
of instruments.

Following audit checks are prepared with reference to various provisions of the
Act and the existing instructions issued by the Statee@ment from time to

time on the application of stamp and duty and registration fees on various
instruments executed in the State. These are illustrative but not exhaustive.
Audit parties may exercise their own audit checks with reference to the recitals
of the instruments apart from following these audit checks:

(A) Audit checks on Stamp Duty in Sub Registrar Office
()  GENERAL

1. Call for Annual Administrative ReporfVaarshik Vahivat Ahwal)and
analyse revenue realization and volume of work

2. Whether the classifitimns of the instruments are properly done with
reference to the definition given in Section 2 of the Act on various types of
instruments and on the basis of the recitals and transactions appended
therein?

3. Whether the applicability of provisions of Secti®rs fulfilled in respect of
chargeability of duty on various instruments mentioned in Schedule I, other
than those exempted under Section 9, which was not previously executed in
the State?

4. Whether additional duty at 40% of basic rates has been chargtte on
various instruments (Certificate of Sale, Conveyance, Exchange of Property,
Further Charge, gift, lease, Mortgage under Article 36, Power of Attorney
with Consideration and authorizing the attorney to sell any immovable
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property under Article 45 (fettlement and Transfer of Lease listed under
Section 3A of the Act?

. Whether the duty charged on several instruments (multiple instruments)
used in single transaction was correct with reference to the principal
instrument only and other instruments chargth a duty of one hundred
each? (Section 4)

. Whether instruments comprising or relating to several distinct matters or
distinct transactions have been charged with the aggregate amount of duties
on each distinct matters/ transactions as provided undéois&®? Also
examine whether any instrument comprises distinct elements of
conveyance/ release i.e. releasing of existing rights in the property in favour
of another ceowner other than blood relations during his/ her life time, gift
I.e. relinquishment aéxisting rights/interests in the property to another who
has no preexisting rights in the property.

. Section 6 provides that wherein an instrument contains two or more
descriptions in Schedule I, and where the duties chargeable thereunder are
different,then only the highest of the duty will be chargeable. Here it may
be checked whether there are no distinct matters/transactions (Section 5)
involved in such instruments, which might attract applicability of aggregate
amount of such distinct matters/ transons.

. Whether the provisions contained in Section 7 on payment of higher duty in
respect of certain instruments have been fulfilled? For example, a copy of
Debenture Trust Deed executed in Maharashtra when filed before the
Registrar of Companies in Gug@ at Ahmedabad, it would be liable to levy

of differential stamp duty.

. Whether the exemption/ remission/ reduction in duty given on the
instruments were complied with the provisions contained in Section 9?

10.Please see that the benefit of exemption/reomgsgduction in duty has

been given in respect of a particular class of instruments and not in
individual cases.

11.Whether the proof of government notification/ circular/ orders were made

available in support of exemption/ remission/ reduction?

12.Please see @t only one instrument has been written on a piece of stamped

paper and no second instrument has been written on the same piece of stamp
paper (Section 14).

13.Please see that in respect of instruments executed in State, the duty has been

charged before or #he time of execution or immediately thereafter on the
next working day following the day of execution (Section 17).

14.Please see whether in respect of instrument executed out of State and

brought to the State have been stamped within three months béietieen
first received in the State. (Section 18)

15.Whether the provisions of Section 19 have been applied correctly for

charging differential duty in respect of instruments described in Schedule |
to the Act executed out of the State and subsequentlyweekc the State.
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16.Please see whether deduction/adjustment in duty is given in respect of any
property transferred to the mortgagee (Section 25).

17.Please see that in respect of any property contracted to be sold,
apportionment of market value has been cdliyelmne with reference to the
instruments executed in different parts and aggregate duty has been charged.
(Section 29)

18.The liability as to by whom duty is payable on different instruments
described in Schedule | has been mentioned in Section 30. lofcasyg
doubt, these provisions may be examined.

19. Section 31 provides that when any person brings to the Collector, whether
executed or not and whether previously stamped or not and seeks his opinion
of the chargeability of duty on it, the Collector shatetmine the duty and
give his opinion on the chargeability of proper duty. In this connection
please examine

U Whether an officer appointed as Collector under clause (f) of Section 2 has
reason to believe that the market value of the property has notrbgeset
forth; he shall refer the matter to the Collector of such district for
determining true market value under Section 32A.

U Whether in between the date of seeking opinion and execution of the
instrument, if there is change in rates of market vdjaetri rates),
provisions of Section 32A have been adopted.

0 Whether separate registers maintained in respect of instruments referred to
the Dy. Collector (Valuation) under Section 31/32A/33 of the GS Act

0 Whether the instrument referred to under SectioA 8ach accompanied
with Form | comprising details of properties referred for valuation?

0 Whether the monthly returns on the properties registered as per the
prescribed value were regularly sent to the Income Tax Department?

U Whether the Sub Registrars ensuneclusion in the instruments details of
PAN Numbers of executants of various instruments, wherever necessary
during registration process?

U Whether the Sub Registrars ensured compliance to provisions of Section 52
C regarding invalid stamps in all the case

U Whether the Sub Registrars verified copy of power of attorneys submitted
in support of execution of instruments by POA holders and ensured that it
did not violate the existing provisions and there was no escapement of duty?

20. Section 32A Determination of market value of property
It may be seen

U  Whether the registering officer has referred the instruments of conveyance,
exchange, gift, certificate of sale, partition, partnership, settlement or power
of attorney to sell immovable property when given consitlen, or transfer
of lease where correct market value is not adopted, to the Collector for
determining true market value ?
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U Whether the Collector followed the provisions of Rule 8 of the Bombay
Stamp (Determination of Market Value of Property) Rules41®8

Hondébl e Gujarat Hi gh Cour't in the case of
Housing Societies Association Vs. State of Gujarat has clearly observed that

following factors are to be taken into consideration while deciding the true

market value of the property:

Whether the property is subject to mortgage charge

Whether there are sitting tenants in the instruments of conveyance where
deduction in market value on account of their period of holding in the
properties were given.

1 Whether the agreement to sell execuigdhe parties if being genuine one,
the Collector is bound to consider it

1 Any factors mentioned in the instrument which is relevant for the purpose
of determining market value

1 Any other factor which the Collector thinks to have a bearing on the
valuationof the property.

1 Check out the cases finalized by the CCRA and find out whether the
applicants have preferred appeals before CCRA within 90 days from the
date of order by the Dy. Collectors.

(1)  Audit Checks with reference to Articlewise registration of
instruments:

There are 58 Articles under Schedule | to the Act under which several
instruments are registered. Here are some important Articles requiring
proper audit checks which are likely to yield audit outputs:

1. Article 5(ga) 7 Agreements, popularly known asfiDevel opment
Agreement 0:

0 Check whether applicable rates of duty i.e. one rupee (from 1.9.2001 /three
rupees and fifty paise (with effect from 1.4.2014.) for every hundred rupees
or part there of the market value of the property have been charged.

U Check wlether true market value has been adopted as per the prevailing
jantri rateswith reference to the correct area of land/property agreed to be
developed.

U Examine the recitals to find whether any power of attorney, rights, title and
interest in the propertydd been passed on to the developers for ascertaining
chargeability of higher duty as per conveyance.

2. Article 6/ Article 14 i Agreement or Memorandum of Agreement
relating to Deposit of Title Deeds (commonly known as Deposit of Title
Deeds), Pawn, Pledgerddypothecation/Bond

U Check whether the classification of the instrument was in order i.e. whether
any rights, title and interest in the property have been created in favour of
mortgagee requiring applicability of additional duty (@ 40%) under Article
3A
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3.

Check whether correct rate of duty had been charged with reference to the
ceiling of loan amount i.e. loan amounts/amount secured which does not
exceed/ exceed rupees ten crore

Article 17 17 Certificate of Sale

Generally, Certificate of Sale is executed by anCivil/l Revenue Court
order/ decree or as a result of highest bidder getting the property by way
of public auction etc. In such cases, following area may be checked.

i

Check to ensure that the duty applicable to conveyance under Article 20 on
the market viue of the property had been levied on the instrument of
Certificate of Sale granted to the purchaser of any property sold by public
auction by Civil or Revenue Court or Collector or Revenue Officer

Check whether movable property also transferred simuteshe with the
immovable property on which proper stamp duty at 2 per cent levied on
consideration or market value whoever is higher

Article 20 17 Conveyance:

Examine and find how the seller of the property has acquired ownership of
the property conveyed &3 to link the earlier missing transaction.

Examine and find the interests/ rights in the property in respect of any third
party/ confirming party coming in the instrument.

Examine and find any other element of distinct transaction involved to
comment 6r application of provisions of Section 5.

Examine and ensure whether the correct market value/ deductions/ floor
wise deductions as per jantry guidelines were applied in all the cases
audited.

Ensure jantry rates applicable to correct zone in which topepty
conveyed is situated.

Examine and find whether the areas considered for application of market
value are as per correct TP.Scheme/ Survey/ Block/ Revenue Survey Nos.

Ensure the area mentioned in the instruments is converted to square metres
for thepurpose of application of jantry rates.

Ensure whether the market values of movable/immovable properties are
segregated for application of proper rate of duty on movable/immovable
properties.

Ensure whether proper duty applicable on a deemed conveyatieeam
Agreement to sell by which possession of the property had been charged on
instrument of Agreement to Sell/ Irrevocable power of attorney under which
possession of immovable properties had been given/ agreed to be given
before, at the time of or &it the execution of such instrument.

Ensure whether provisions of valuation under Section 32A have been
applied in respect of instruments of Agreement to Sell/ Irrevocable Power
of Attorney
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Ensure whether in case of instruments bypamers of any propeyt proper
duty as per conveyance is charged as provided Explardislow Section
2(g)Conveyance inserted with effect from 4.4.1994.

Check whether movable property also transferred simultaneously with the
immovable property on which proper stamp duty?ger cent levied on
consideration or market value whoever is higher

In respect of instrument of conveyance on account of reconstruction/
amalgamation of companies as a result of High Court order, examine
whether-

Stamp duty had been correctly leviedaé per cent on the aggregate market
value of shares issued or allotted or the face value of shares whichever is
higher and the amount of consideration, if any, paid for such amalgamation
or an amount equal to one per cent of the true market value aiviatohe
property of the transferor company in Gujarat State, whichever is higher

All the movable/ immovable properties listed in the High Court order
situated in the State of Gujarat amalgamated/ reconstructed have been
considered for valuation and recoy®f stamp duty

Market value of listed/ unlisted shares issued or allotted in exchange of or
the face value of such shares, whichever is higher have been considered for
the purpose of valuation and recovery of stamp duty

Amount of consideration paid f@uch amalgamation also taken for the
purpose of valuation and recovery of stamp duty

The value of movable/ immovable properties transferred after the date of
order of Higher Court was also considered for the purpose of recovery of
stamp duty

Article 26 - Exchange of Property

Whether same duty as is leviable on a conveyance under Article 20 on the
market value of the property of greatest value had been levied?

Ensure other provisions applicable to instrument of conveyance including
application of correct nt&et rates are applied.

Article 27 1 Further Charge

Ensure that the principal instrument was mortgage only Article 20(a)
Ensure stamp duty at prescribed rate is levied.

Article 28 - Gift

Ensure whether the provisions applicable to instrument of coneeygth
levy of stamp duty at conveyance rates, provisions of market value under
Section 32A etc. are applied.

Article 307 LEASE

Examine whether property duty had been recovered with reference to the
period of lease, premium/ lease rent mentioned ihetee agreement.
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Ensure whether all the amounts paid including municipal ta&&T,
recurring charges undertaken to pay, rent paid in advance excluding such
amount to be set off towards the last installment or installments of rent,
security deposit amotirpaid payable are included for the purpose of
working out average annual rent/ premium.

Examine whether proper rate of duty with reference to period of lease/
extended period of lease had been recovered.

Ensure whether conveyance rate of duty had béanged in respect of
assignment of lease applying market rate as per jantry or consideration
whichever is higher.

Examine whether the taxes/ duties/ land revenue/refumdable security
deposits etc are also included for the purpose of levy of stamp duty

Ensure that instrument of assignment of lease subject to provisions of
market value.

Article 30A T Leave and License Agreement:

Ensure whether the total amount payable including the total amount of fine
or premium or money advanced irrespective of theogdefor which such

leave and license mentioned in the agreement had been subject to levy of
duty.

10. Article 36 - Mortgage Deed:

T

Ensure whether the same rate of duty as applicable on a conveyance had
been charged where possession of the property had lveew ggreed to be
given, excluding the possession agreed to be given in case of default.

Ensure additional duty under Section 3A had been charged.

The conditions on the instruments classified as Mortgage without possession
are examined and found correct.

Examine whether duty at conveyance rate is applied on instrument of
mortgage with possession of the property given/agreed to be given, but not
on account of any provision for giving consent for possession in case of any
default of the conditions prescriedt.

Ensure proper rate of duty had been charged in respect of mortgage of the
property in the nature of collateral security.

11. Article 43/ 4471 Partition

T

Ensure whether duty had been applied on the amount after separation of
largest share.

Ensure ceownersare legal holders of the property partitioned

Ensure that in case of property owned by a partner brought to the partnership
firm as his share of capital contribution and transferred to another partner
on dissolution of the property is charged with the i@ duty applicable to
instrument of conveyance.

Examine whether registration fees are recovered atpenecentof the
market value of the property.
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)l

Ensure that the partition appeared to have been taken place as could be seen
from the instruments ampulsorily registered.

Ensure in the case of death of father and whermawaters who hold equal
rights in the property as per Hindu Succession Act, 1956 and had released
their share in favour of other @wners without taking any monetary
considerationproper duty as applicable to conveyance is charged.

Ensure whether duty as applicable to conveyance is charged in case of
dissolution of partnership under which any immovable property is taken by
any of the partners other than the partner who boughptoperty as his
share or contribution to partnersi{@rticle 44 (3)}.

12. Article 457 Power of Attorney:

)l

Ensure that all such powers of attorney given to persons other than blood
relations are liable to proper stamp duty.

Ensure whether in case of instremts of power of attorney given for
consideration authorizing the attorney to sell any immovable property, rate
of duty is charged as is leviable on a conveyance with additional duty under
Section 3A.

Ensure that all such powers of attorney with constaerajiven in respect
of immovable properties are compulsorily registered.

13. Article 52 1 Settlement:

)l

Ensure that where settlement is made for other than for a religious or
charitable purpose, rate of duty is charged as is applicable on a conveyance.

Examne whether instruments of gift/release/conveyance etc. made by
persons other than by family members have been misclassified as instrument
of Asettl emento

14. Article 57 7 Transfer of Lease

T

Ensure that stamp duty is levied as is leviable on a conveyance utider A
20(ayConveyance for the amount of consideration or market value
whichever is higher.

Ensure that instrument of assignment of lease is subject to the provisions of
market value under Section 32A.

Ensure that the instrument of assignment of leaseuts@ by GIDC in
respect of its industrial sheds are subject to the provisions under Section 32A

Determination of market value of property

Working of market value of property submitted for registration is an important
aspect during the audit of S#egistrar and Dy.Collectror (VOP).

Following steps should be followed for working out the market value of a
property.
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Steps Aspects to be seen

I Find out the area of the property
The area of the property is available in the description part o
docunent. It should be converted into square meter.

Il Find out the type of property
Check and ensure whether the property is agricultural land o
agricultural (NA) land.
In agricultural lands check whether it is an Irrigate land &
irrigated land?
In NA open lands, check whether it is a residential/ commerci
Industrial open land?
In case of constructed buildings, then check whether it is
residential, office, shops or industrial purpose?

Il Finding out the area details of the property
Verify the recital of the document and find the survey number/T
FP number, village andaluka of the area in which immovab
property situated. (Normally it is described in the schedule o
property in the document)

IV | Searching rates of agricultural Bnd in Jantri
Jantris are prepared for rural area and urban area separately.
Jantri for rural area are of two type ie. agricultural and-r
agricultural.
Agricultural jantri shows different rate for irrigated and non irrigg
agricultural land.
NA Janti shows different rate for residential, commercial, indus
and for mining purpose.
For property in urban area, search and find the rates of the par
TP & FP number of the zone in which the property is situated.
For property in rural area, searand find the rate of the particul
survey number of the village in which property is situated. For
of agricultural land refer to agricultural jantri and for rexgricultural
land reffer to non agaricultural jantri.
Searching rates of open landn Jantri
Rates of open land jantri are of two type ie. Developed open la
and Industrial open land.
For working out the market value of residential & commercial O
land the rate of developed open land and for industrial open lar
rate of indistrial open land in the jantri should be taken into accq
The market value of the open land would be worked oulf
multiplying the jantri rate of the land with that of area,

V | Eixation of market value of (Open land / Agricultural land)

By multiplying respective rate of agricultural land/open land
prevailing jantri with the area of the property the market value o
property would be fixed.
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VI

Procedure for fixing market value of constructed property
Market value of constructed property camorked out in following
methods

Case | For valuation of residential flats, shops, offices etc.

1 Determination of areaFor shops and office the built up ar
should be considered. If carpet area of the flat is given i
document, convert it into lduup area multiplying the sam
into 1.2 (i.e Built up area = carpet area X 1.2)

1 Searching rates For valuation of above types of proper,
composit rates in prevailing jantri should be referi
Different composit rates ie. Residential, commerciabpst
and industrial for different zone are shown in the jantri.
rate against TP/PF number of the property in the respe
zone should be taken into account.

Fixation of market value of shops/offices & flats

By multiplying respective rate of agriculal land/open land ii
prevailing jantri with the area of the property the market value o
property would be fixed.

Case 2 For valuation of property by aggregating the value of |
and construction.

Searching the area of property: Verify and fthé area of the lan
and construction in the document. (Normally it is shown in
description part of the document)

Valuation of land- The rates against TP/FP number in the respe
zone of the property shown in the jantri should be taken
multiplying the same with the area of land the value of land wou
derived.

Valuation of construction:For this purpose rate of Rs. 1106dr
urban area and Rs.900 for rural is fixed and multiplying the same
the area of construction the value of thenstouction would be
derived.

Valuation of property:For this valuation the value of land should
added with that of land. Different type of deduction if applicable
be given for getting market value of the property.

Vi

Value to be considered forévy of stamp duty
Market value of property as pgmntri rate or the consideration prig
of the property whichever is higher should be taken into accoul
the purpose of levying stamp duty. For example the valu
consideration is Rs.5 lakh and the k®rvalue of the land as p
jantri rate is 8 lakh, then stamp duty should be levied on Rs.lak
Finding out the reason for undervaluatiorfFor ensuring the
undervaluation and reason thereof, the audit party should veri
calculation sheet, Forhsulmitted by the party, copy of jantri etc
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Application of jantry 2011i Certain Guidelines issued by the Revenue
Department

Though, thgantri has no legislating backing of the Gujarat Stamp Act, 1958,
Revenue Department has issued certain guidelines fpleimentation by
registering authorities for the purpose of valuation, which the assessing officers
are mandated to follow. Some of the important guidelines are as below:

At present, prevailing jantry had been made effective frord-2811
prescribing dishct rates in respect of immovable properties situated in various
villages/ cities/ towns/ nagarpalikas etc. The jantry is stated to have been
prepared various parameters by taking into consideration the ongoing trend of
rates of open land with reference tlevelopment, location, availability of
common facilities, source of water, means of road approach and means of
transport facilities available in the vicinity of the property. Rates of construction
separately for Rural and Urban Areas have also beem giitd reference to

load bearing structure, RCC frame structure, semmiporary structure,
industrial shed (RCC concrete and tin sheds). Besides percentage/ deduction of
construction/ proportionate floavise deduction, the rates of depreciated value

of construction have also been given.

The jantry is stated to have been prepared in consultation with the various
departments of the State Government and also seeking public opinion as well.

The prevailing jantry also give different rates applicable to atjual land,
developed/open land, construction rates inclusive of land cost for residential,
commercial, shops etc.

Some important deductions required to be applied in valuation of constructed
properties as per thantri guidelines are mentioned below:

(A)  Floor-wise deduction admissible to conveyance of flats/ apartments
FIl oor|Percentage Percentage

on construcfon construc
facilities i ft facili]|

Ground 100% 100%

Il st flo 100% 100 %

Seond fl 100 % 95 %

Third f 100 % 90 %

above

Top flo 95 % 90 %
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(B)

Road frontage for shops valuation:

Fl oor Shops with rogShops withou
Ground| 100% 75 %

First 1 75% 70%
Second| 70% 65 %

and abi¢

Note: For Shopping Mall, Arcade, Multiplexes, floorwise/road frontage

deduction will not be applicable

(©

RATES OF INCOMPLETE CONSTRUCTION

Incomplete construction

Percent

Incomplete structure without slab

Consider 50% of related SOR

Incompletestructure with slab

Consider 70% of related SOR

(D)

VALUATION OF THE BANKS, HOSPITALS, NURSING HOME:

Fl oor s Percentage val ua]
On above first f| Rates shown agai
zone of office
Ground fl oor and| Concernedovalshep]
VALUATION OF CELLAR:
Purpose of wuse Percentage val
For residenti al pujConcerned value
rates @ 40%
Commerci al wuse Concerned value
CAR PARKING VALUATION:
Nature of construction Covered parking Open parking
Residential 10% 5%
Commercial 20% 20%

Note: When car parking area is not shown, then for each car 8 sq.mtrs.
area will have to be considered and where definite area is not mentioned in
the instrument, calculation of area has to be worked outaking the base

area of minimum of 8 sg. mtrs.
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(E) Agricultural land purchased for non-agricultural purposes with
permission of competent authority:

Purpose of wuse Rates at which
done
No-agricul tural Concerned val (
|l and
lchustri al pur poseg Rates applicah
noagricul tur al
Note: (1) The area of | and purcha
of the Mumbai Tenancy & Agricul
sq. mts., then 2éd% dehllaeacmhmacdea avn
given by the competent authorit
(2) For i ndustri al pur pose | anf(
allotted, industrial rates to b
(F) DEPRECIATION VALUE OF OLD CONSTRUCTION:
Age d properties Percentage of deduction available for

valuation

From O to 50 years 1.2% per year on the cost of constructio

Above 50 years 60% of the total construction value

(G) Valuation of Cellar
Purpose of use Percentage of value zone rates
applicable
Residential purpose 40%
Commercial purpose 80%

(H)

Terrace rights valuation:

Individual bungalows including the

40% of concerned value zone

terrace, flat/office/shop terrace

(1)

Mezzanine Valuation i.e. lowest balcony or forward part of such
balcony in atheatre:

For valuation of mezzanine floor, 70% value of concerned value zone to be
considered.

(J) For valuation of properties obtained in public auction/tender:

Market value as pegantri rates or auction/tender price, whichever is higher
would be applicable
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(K) For valuation of properties having tenants: (tenants staying for more
than 15 years):

V Valuation deduction will be available for residential properties only

V Deduction will be available for residential properties holding tenancy rights
for more than 15 yea

V 80% of SOR/ jantri rates will be applicable

V Copy of municipal tax bill/receipts of taxes paid be produced for proving
evidence of staying for more than 15 years

Effect of recent Amendments in the rates of stamp duty from1.8.2013:
Article 6- Deposit of Title Deeds:

Loan Amoun/Maxi mum Maxi mum 3
amount(n()l ¢(new (na}) es

Not exceeSubject to|This | imit
crore(iClhdujone | akh r-yl @k rupees
five pai se
hundred or

Wher e it Subject to|Subject to
crore (AQlLkt hree | akhjei ght | akh
a()i) pai se for pai se for

or part thegor part th
Hypot hrecat|{Maxi mum dut{Maxi mum 3

(ol d) (new rates
Loan not eSubject to|This | i mit
crore(iClba)luione | akh r-yl akh rupee
(i) five pai se

hundred or

Wher eoarhee Subject to|Subject to
10 crore i(jthree | akhleight Il akh
(2) (11) pai se for fpai se for

or part theor part th

Similar amendments have been aarout in Article 14 (Bond), and in respect

of Article 27 (Further Charge), clause (b) item (ii) (a) where the loan not
exceeding 10.00 crore, the limit of rupees one lakh had been removed and in
respect of clause (b) item ((ii) (b), the limit of rupees three lakh had been
enhanced to rupees eight lakh.(Act No. 15 of 2013)
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Article 44 7 Instrument of Partnership 7 Rates of duty revised from

01.08.2014 (Act No. 17 of 2014)

Where such share of capital is brough
in by way of cash

Subject to maximum of te
thousand rupees, one rupee
every hundred rupee or pg
thereof of the amount of th
capital of partnership

Where such shai capital is brought
in by way of immovable property

The same duty as is levible on
conveyance under Article 20 fq
the market value of sug
immovable property

Where such share of capital is broughi
in by way of immovable property

The same duty as Isvible under|
subclauses (@) and (k
respectively

In Article 45 (f), following sub item have

been added:

(i) When authori z

i mmovabl e prope

consideration or

consideration,- as

(@) I 1 gtven to Y'one hundred ru

brother, sister,

daughter, grandso

(b) Il n any other ClThe same duty
conveyanceunde
the amount of
the cymslkee maar k
t he i mmovabl
whi chever is g

I n Article 45 (g), for the words

have been substituted (w.e.f. 1.8.2014)
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In Article 49 (Release), following clauses have been substituted:

49 el Riadsheat i s to sa\ Rate of d
(not being such a r
section 24) whereby
claim upon another
specified property.
(a I t he rel ease d| One hundred
o] rt weoeropars eX
% r of brother
n

edeceased son
ncer or t he I

e

u

uncer 06s parents
r

u

tions

() I'n any other cas(The Same dut
| evi abl e on
under 2A0r 0 ct
amount of <co
as the case
val ue of t he
part or cl ai
i mmovable pr
whi chever i s
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No.GHM-201366-M-STR-1220191036H.1:

Notification

Revenue Departnent,

Sachivalaya, Gandhinagar

Dated the 3¢ August, 2019

In exercise of the powers

conferred by susection (2) of sectiofi of the Gujarat Stamp (Amendment)
Act, 2019 (Guj. 12 of 2019), the Government of Gujarat hesgpoints the
51 August, 2019 as the date on which the said Act shall come into force.

Circul

ated

vide

(M.B.Soni)

Deputy Secretary to Government

Superintendent

No.Stamp/Act/F.N0.68/2019 dated 124855 dated 0®8-2019 and the new
rates are shown as under:

Article Nature of document Old Rate New
No. rates
w.e.f. 05
08-2019
02 Administration Bond 100 300
03 Adoption Deed 100 200
04 Affidavit 20 50
05h Agreement or Memorandum of an 100 300
agreement or its records
09 Appointment in execution of a
power
(a) Of Trustees 100 300
(b) Of property movable or 100 300
immovable
10 Appraisement or valuation made | 100 300
otherwise than under an order of
the court in the course of a suit.
11 Apprenticeship Deed 100 300
13 Award 100 300
16 Cancellation 100 300
19 Composition Deed 100 300
21 Copy or Extract 100 300
22 Counterpart or Duplicate 100 300
23 Customs bond or Excise bond 100 300
25 Divorce 100 300
29 Indemnity bond Inspector ship 100 300
Deed
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32

Letter of Guarantee

100

300

33

Letter of Licence

100

300

34

Marriage Registration

100

300

35

Memorandum of Association of a

company

(@) If accompanied by articles

of association under section 10 of]
the companies Act 2013

100

300

38

Notarial Act

20

50

39

Note or Memorandum
(g9) Of aGovernment Security

100

300

41

Note of protest by the master of a
ship

100

300

44

Partnership

2(b) Alteration in the constitution
of the partnership in consequence
of any reason other than that
referred to in sub clause(a),
instrument of

100

300

3(b) In any other case

100

300

45

Power of Attorney

(&) When executed for the sol¢
purpose of procuring the
registration of one or more
documents in relation to a single
transaction or for admitting
execution of one or more such
documents,

100

300

(b) When requiredn suits or
proceedings under the presidency
small clause courts act 1882

100

300

(c) When authorizing one
person or more to act in a single
transaction other than the case
mentioned in clause (a)

100

300

(d) When authorizing not more
than five persons to aaiptly and
severally in more than one
transaction or generally

100

300

(e) When authorizing more tha
five persons but not more than ter,
persons to act jointly and severall
in more than one transaction or
generally

100

300

In any other case

100

300

46

Protest of Bill or Note

100

300

47

Protest by the master of a ship

100

300

48

Reconveyance mortgaged proper

100

300

48a

Record of Transaction

100

300
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(a) In relating to sale and
purchase of Government
Securities

49

Release: that is to say, any
instrumet (not being such a releas
as s provided for by section 24)
whereby a person renounces a
claim upon another person or
against any specified property.

100

200

51

Security Bond or Mortgage Deed

100

300

55

Surrender of Lease

100

300

56

Transfer
(b) Of any irterest secured by
bond, mortgageleed or
policy or insurance

100

300

(c) Of any property under the
Administrators General Act
1963 section 22

100

300

(d) Of any trust property
without consideration from
one trustee to another
trustee or from a trustee to
beneficiary

100

300

58

Trust
(a) Declaration ofi of, or
concerning any property
when made by any writing
not being a will.

100

300

(b) Revocation of of
concerning, any property
when made by any

instrument other than a will

100

300

REGISTRATION FEES:

\%

Whetherall the compulsorily registerable instruments covered under
Section 17 (c) of the Registration Act were brought to registration,

wherever necessary?

Whether fixed fees in respect of instruments registered under the
provisions of Gujarat Table of Regidicm Fees on several articles as

prescribed were levied and in order?

Whether registration fees on ad valorem basis leviable on certain
instruments including instrument of partnership were levied correctly?

Whether aggregate registration fees were lesegghrately on each distinct
transaction comprised in Section 5 of the Gujarat Stamp Act, 1958 were

levied wherever necessary?
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V  Whether exemptions from registration fees given to women acquiring

immovable properties and exemption given to other class/type of
beneficiaries were in order?

Whether such exemption given is only related to instruments involving
transfer of immovable properties where the women only become the
owner?

Check List in the Offices of Dy. Collector (Valuation):

i

Whether there were separaggisters maintained for recording instruments
received under Section 31/ 32A/ 33?

Whether there was any amnesty scheme during the period of audit?

Whether conditions of eligibility for instruments considered for the amnesty
scheme had been correctly apglin such cases?

Whether interest and penalty under Section 46 of the GS Act had been
correctly applied wherever applicable?

Whether the Dy. Collector had recorded speaking orders in all the cases of
valuation/prevaluation?

Whether the principles laidosvn under Rule 4 and Rule 8 of the Gujarat
Stamp (Determination of Market Value of Property) Rules, 1984 had been
followed for determination of market value of agricultural/fagricultural
properties?

Whether the Sub Registrar had kept Form | comprisiveg details of
properties of each instruments referred to the Dy. Collector (Valuation)?

Whether the recovery proceedings made under Revenue Recovery
Certificates (RRC) were adequate and notices issued under Land Revenue
Code, attachment of properties etere adequate?

Whether action taken for recovery in pending cases was adequate?

Whether in respect of instruments referred to the Chief Controlling Revenue
Authority (CCRA), timelimit of 90 days had been observed?

Whether in cases remanded by the CCRmely action was taken to
finalize the cases early and raise demands?

OFFICES OF INSPECTOR OF REGISTRATION:

i

i

i

Inspection Parties conductirmudit of Inspector of Registration (IR)
offices may ensure that as per the following Notification dated 20 July 2018
issued by the Revenue Department, Government of Gujarat whether the said
IR has been conferred powers as Collector under Section 32 A of Gujarat
Stamp Act.

If yes, then collect the details of cases finalized by the IR and audit those
cases too.

Whether tle same has been intimated to the concerned DC (VOP).
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Take a specimen of the ret [ '
urn or informati
X\Ie same to the list of Key documents on forwarded fo D and aftach
S [ .
i vf/)etr)anvge rc;)ut cEche fact as procedural para that though as per notification
cderred but no cases are finalized by the said designated IR’

/
NOTIFICATION N
; RLVENUE DEPARTMENT [ ok "“"""";';- . .
3 Sachivalaya, Gandhinagar W, 0 i ‘ hud
Dated the 20" July, 20158 d '/:’; “)'" ¢
Gujarat NO-GHM~2018~82-M-STP-122018-660-H'1 : 0 exerct ‘Iv'":"“'“""' 'h“j:n.’”!:"‘)' "";'/( ¢ 'I,"'J \
stamp Act, (1o <action 2 of the Gujarat stamp Act, 1958 (Bom Lx of 19555, y.,‘\‘,'.}’,' !‘"Y"’,L RGuNpY -
1958, hereby appoints the following officers as shown in columo 2 offthe A MER a
hetewith to be the “Collector” in respect of the areas allotted 10 - B
3 of the said Annexure for the purpose of section 2124 of the aloresaic At
ANNEXURE
sr. | Designatioﬁ of officer with Head Quarter of the Office Name of areas gt
' No. ! Jurisdiction of 5ub
; { Rq»gislur/Taluka
" i — | B
l1 '1 DeputyCoﬁe(.{or(M*aVl),i/ldodara . ! vadodaralCityl
3~ TDeputy collector(PROTOCOL), Vadodara .. —— | VadodaralCityi
e e Vol
{4 | Inspector of Registration, Office of Inspector of ! vadodaralCity)
¢ " | Regsaton,Lonawada (MaNisagsr) <
|5 | Deputy colls%@@Mdmewa;__mﬂweﬂsm.”
5| Deputy collectar(SUPPLY), Surendrandgar_ T | Wadhwan ,
“_rﬂ—rl'r;s;ﬁgc?grngff Reglstration, Office of Inspector of & Kkhambhaliya, \ f
|| Registration, Devbhumidwarka _______ Kalyanpur |
\ & Deputy collectoriDM), Morbl__ Morbl . i
/ 19 _ TDistrict_Supply Officer, Morbl_____ Morbi .
|10 | Deputy co_ll_e_c_xo_r(MDM), Godhra Godhra o |
| 11| District SupplyOfficer, Godhra. Godhra B |
Deputy collector(MDM), Jamnagar lamngadow) i |
L 13 | Deputy collector(SUPPLY), Jamnagar_ sam Jodhpur (Rusal) |
k}\ﬁﬂ\ I 14| Inspector of Registration Bhanvad, Kalawad \
F o Off[cggf_l_qspect’q’rzpf;Registratlon, Porbandar oA )
b‘ A&\ [ 15 | District Planning Officer, Jamnagar(City) - _ Jamnagar(ch: y &
Deputy collector(MDM), Gir Somnath Veraval "‘*"‘\ S 4
: [17 | District SupplyDfficer, Gir Somnath “Kodinar |
(& Inspector of Reglstration ‘ VA T D ‘ o
Office of Inspéctor.ofRegistration, Gandhinagar % - AR e
[ 19 Inspector‘cfngﬁ_lsgmﬁon‘ v o “Tgieta Dheray. e 'l .
» 3 Sl gt o e . \ R k n ool Il YO Ty
Office of InspettorfiRegistration, Junagadh b e R
20 -lnspectdrof'Rg_g;fs"t;_z_q’tion _ R o, 1581 and v 4
Office of Inspectar.af Registration, Jamnagar - R B Py R | &
[21 | Inspector of Registration RN j
' | office of Inspectorof-Registration, Rajkot 55

e

22 | Inspector of Registration . . o
_ Office of Inspectar of B‘egistrati_on, Marbl
23| Inspector of Registration o Tty

Office of Inspector of Registration, Botad
oy e&'“"mm&’pfﬂwmﬁ’“ e i

| Office of Inspecter of Registratlon;
oo | Amreli ity T 8 , .
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|
Chiet [ngpoctol of stamp, (Sourastra Zone ) | Gondal and u:mu{ \

| [)y Collectorn, Omw of stamp DUtY Valuation, fajhat |
i

(“.odhm

‘ chief Ingpectar of Stamp . ‘
| (East Zone) Dy. Collector, Office of Stamp Puty Valuation, |

Mul‘i,‘Pnlmﬁ and

| (aodhm l’
o) Inspeuon of qulrahon |
} office of Inspector of Registration, surendranagar " Uhfa_ﬂuudhrq )
| Bhavanagar and
| shihor

28 | Inspector of Registration
Office of !Qspp_ctg_rpf R(-bxstrdtlon, B4mv1nagdr

nor of Gujarat,

wen
(Pravln Dhandhukia)
etary to Government |

By order and in the name of the Gover

Under Secr

s s aa

ress,. Gandhmagar with 2 request to publish
f.the ‘Gujarat Govt. Extra Ordinary Gazette and send 25 copies of the
nt/H.1 Branch & 25 Copies to the Supermtendent of stamps and

Gujarat State, Gandhmagar

: 2.Ast. Draftman, Translation- Unit, Leglslatlve &Parhamentry Affau's Dgg@(xmgnt, w;th a
request to translate the- ‘hotification in ‘Gujarati and'to; mS fglicd ot the Wiana ,ge'r Go\(emmem,,
Central Press, Gandhinagar’ ‘to publish the same in: part v of’che Gu]arqt_
Gazette and send 25 copies of: the same to Revenue Depart Brap
the Superintendent of stamps and Inspector General

Gandhinagar-

To,

1.The Manager,
notification in part IVo
same to Revenue Departme
Inspector General of Regnstratlon,

Government central P

o e

] 1. The Ps to H.E. the'Gove

2. The PS to'Hon' ble Chnef

1 ,I
! 3. The PS to Revenue: Mlmster Gu)arat State,

4. The PS to finanace: Mimster Gujarat state, Sachwaiaya', _
e Departmept, Sdgh viftay ‘

5. The Additional Chief Secreran Finang
6.TheAdditipnal Chief Secretary, Revenue: Depamm.w
7.The S.C. & D.L.R. Gujarat state, Gandhmagar. >

; W wpenmendent & Stamps and IGR, Gu}am state;

2 i ~%.Al,plstnct olfect rsMw
10, The A,ecoumanyseneral @
11 The Select FUe.

p;arat; Mm:aé ’: '
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NOTIFICATION
Revenue Depa tment

Sachivalaya, Gandhinagar.

Dated: zz'“‘ Junp, 2011

No: GHM/2011/59/M/STP/11‘,011/1388/H1 - In exercise of the

powers conferred by clause (f)jof Sec.2 of the Bombay Stamp Act,

1958 (Bom.LX of 1958) the

vt. of Gujarat hereby appoints, the

following officers shown in thg Annexure appended herewith to be
the "Collector" in respect of the areas allotted to them as shown

323

Column No. 3 of the Annexure for the purpose of Sec. 32-A of this
said Act. a;: : .
AJNNEXU}#EE
Sr. | Deputy Colle ;;toi' (Pra ) with Name of area
No. | his Head Quarter of tln Office Jurisdiction/Taluka
1 12 . 3 .
X 1 | Deputy Collt;ctor (P ant) , | Sabarmati, Ghantlodia,
Sabarmati, DistsAhmedab d Asarva, Naroda and
Daskroi(Part)
2 | Deputy Collector (Prant) Vejalpur, Daskroi (Part),
Vejalpur,Dist. Ahmedabaf .| Sanad (Part), Sanand
3 | Deputy Collector (Prant), Maninagar, Vatva, Nikol,
Maninaoar,Dist Ahmedabad Bapunagar, Thakkarbapa
nagar and Daskroi (Part)
4 | Deputy Collector (Prant) Elisbridge, . Naranpura,
Navarangpura, | : Dariapur, ~ Kajipur,
Dist. Ahmedabad Danilimda, . Jamalpur,
S | Khadia, . Daskroi
p ¥ & ', 1 Part
5 | Deputy Collecj:r‘(l"rant IE Viramgam, Mandal,
Viramgam, Di meddbad __1_)_91:&1___/___,__
6 | Deputy Co[lec/:cm; Hant) ) Bavla, Dholka, Sanand
Dholka,Dist jabadj ' l
7 | Deputy Collectpr (PraTt 1 Dhandhuka, ~ Barvaia,
Dhandhuka, | ‘: i ] Ranpur
Dist. Ahmedab: ldi i ]
8 | Deputy Collectpr, (Frm{)t‘, and, | Anand  City, Anand
L Dist. Anand | '] ! Rural, Umreth
9 | Deputy Collectpr !(Pralilt Ipetlad, | Petlad, Sojitra
Dist. Anand i i Y
10 | Deputy Collect{ H(Praﬁt Borsad, | Borsad, Aanklav |
Dist. Anand i IS



__—-' —’———‘-—l'r—‘ e i

Deputy S Collector [Prant), | Khambhat Tarayur

Khambhat, Dist. AT : —
Deputy Collector P%ﬁt)',Anreh, Amreli, Vadiya

Dist. Amreli 4 1, ' 1 ——
Deputy Collector Prant), Rajula,

I
Rajula, Jafrabad

Dist. Amreli ‘ * _____ﬁ .

14 | Deputy Collector Pnant) Savarkundia, Lil yz |

Savarkundla, Dist Amreh L IS

15 | Deputy Collector Prant) Ldth} [ athi, babra
r \Dlst Amreli |

Deputy Collector| (Pnant), v'han Dhari, Bagsara, I{hambha
Dist. Amreli  }1 | I, | _
Deputy Collector. (P\%aht) 1l Palanpur, Vadgam
Palanpur, 1 o

Dist. Banaskanth.l;
Deputy Collectorf(Prant), |D‘.isa, Disa, Kankrej
Dist. Banaskanth iR
Deputy Collecto{ﬁPrant), Tharad, Vav
Tharad,Dist. BanpSkantha '

20 | Deputy Collectoxﬂ(Prant)‘ : Danta, Amirgadii
Ambaji,
Dist. Banaskanth@' :

21 | Deputy Collector { (Prant) Dantiwada, Dhaaera
Dhanera, i

V”

Ps
1
!

19

Dist. Banaskantlla i ,
22 | Deputy Collectox (Prant) ' Diyodar, Bhabhar
Diyodar,
Dist. Banaskantha

23 | Deputy Collector (Prant), . Bharuch, Vagra
Bharuch, " -} !

Dist. Bharuch {: *
24 | Deputy Collecto} (Prant), | Ankleshwar, Hancot
Ankleshwar, Digt. Bharuch

25 | Deputy Collectof (Prant), + Jambusar, Aam.d W

Jambusar, b :
Dist. Bharuch il
26 | Deputy Collector(Prant), | Toghdia, Valia SRS—

Jaghadia, Dist. Bharuch '

27 | Deputy Collect (Prant), . Bhavnagar i City, |

Bhavnagar, Dist, Bhavnagar Bh :

: ava \

28 | Deputy Collectdr (Prant), - Mahu:,l: r Rural, Ghogha |
Mahuva,

Dist. Bhavnagai |

29 | Deputy Collectdr (Prant i d
Palitana,Dist. B 1a(vnagai’ I
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30

&

Deputy Collector (Prant

Shihor,

325

Shi ——
Dist. Bhavnagar Urg::;ha Vallabhipur,
31 | Deputy Collector ‘(Pra;m)‘ Botad, | Botad, Gadhda —
DIst. Bhavanagar. '
32 | Deputy Collector (Prant), Talaja, | Talaja —
Dist. Bhavnagar. '
33 | Deputy Collector (Prant)j Dahod, | Dahod, Garbada 7
Dist. Dahod ;
34 | Deputy Collector (Prant Devgadhbaria | ol
Devgadhbaria, ! |
Dist. Dahod . B # ;
35 | Deputy Collector (Prant} Dhanpur, Limkheda
Limkheda, -‘
Dist. Dahod i
36 | Deputy Collector (Prant Zalbd, Zalod, Fatepura
Dist. Dahod '
37 | Deputy Collecfor (Prant Ahwa, | Dang
Dist. Ahwa i ;
3% | Deputy Collector (Prant] Gandhinagar, Dahegam |
' Gandhinagar, Dist. Gandhinagar i |
39 | Deputy Collector (Prant)j Kalol, | Kalol, Mansa ' |
Dist. Gandhinagar |
40 | Deputy Colleotor (Prant)} Jamnagar Clty
Jamnagar CIty, Dist. Janjnagar
41 | Deputy Collector (Prant) Jamnagar Rural, Kalawad
Jamnagar Rural, Dist. Jafnnagar
42 | Deputy Collector (Prant Kbhambhalia, Bhanavad
Khambhalia, Dist. Jamnggar
43 | Deputy Collector (Prant Lalpur, Lalpur, Jamjod{lpur
Dist. Jamnagat :
| 44 | Deputy Collector (Prant;— : Dhwarka, Kalyanpur
; Dhwarka, 1 1 - b
; Dist. Jamnagafg = - " -
45 | Deputy Collecfof Prant) Dhrol, | Dhrol, Jodiya
Dist. Jamnagafl . ):i [§ '
46 | Deputy Collecfor ﬂ’?ﬂ“ ) § Junagadh, Vanthli,
Junagadh, ' | ﬁ Manavadar
- Dist. Junagadh! | !
. 47 | Deputy Collecior@ran Veraval, Talala,
Veraval, SNiE L Sutrapada
Dist. Junagadtf, |1 ' [§ |
48 | Deputy Cc%lleo of (Pan_) Keshod, Mangarol
Keshod, DIst. Jupa ad T, —
' 49 | Deputy Collec, OTQ anfjj Una, | Kodinar, m
Dist. Junagadh__w- il .
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50

Depumo

T L——Wa, Mali 72 g

Mendarda, " .
Dist. Junaga ‘ T T
5T Deputy Collecto Prant T— —T Visavadar 1
Vlsavadar, ; I ' :
Dist. Junagadh | - - S
52 | Deputy Collcctod(Pmnft), ‘th, Bhuyj
Dist. Kutch i| } # ) el
53 | Deputy Collector (Prant‘)," | Nakhatrana, Lakhpat
Nakhatrana, Dist} Kutch . : .
54 | Deputy Collector Prant), Anjar, | Anjar, Gandhidham
Dist. Kutch Co bl - e
55 | Deputy Collector P'rant},;' Mandvi, Mundre
Mundra, Dist. Ktch | N
56 | Deputy Collectorf(Prant);’ Bhachau, Rapar
‘ Bhachau; ' :
Dist. Kutch ] . |
57 | Deputy Collectorf(Prant), | Abadasa
Abadasa, (Naliya
DIst. Kutch : .
58 | Deputy Collector(Prant), E Nadiad, Mahudha
Nadiad, " )
Dist. Kheda |
59 | Deputy Collectod (Prant), Kheda, Kheda, - Matar,
‘ Dist. Kheda f Mahemdabad
.| 60 | Deputy Colle‘ctorﬂ(Prant), Kapadvanj, Katalal
Kapadvanj,
Dist. Kheda
61 | Deputy Collector (Prant), Balashinor, Virpur
Balashinor, Dist.[Kheda Thasara ’
62 | Deputy Collcctotﬂ(Prant), ) mlj—h‘
Mahesana, d
Dist. Mahesana ’
63 | Deputy COllectOﬂ(Prant), i \mmj‘apfw\
Visanagar, '
Dist. Mahesana § i
64 | Deputy Collectod (Prant), Kadi, Kadi, Bechraji
Dist. Mahesana
65 | Deputy Collectoﬂ(Prant) Kherals,  /adnagar ]
Kheralu, Satlasana T
Dist. Mahesana ‘
66 | Deputy Collectodf (Prant), | Nandod, Tilakwada
Rajpipla, Dist. ada !
67 | Deputy Collectod (Prant), | Dediapada, Saglaa
Dediapada, Dist.fNarmada
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53 | Deputy Collector (Prant)

68 Navsari  City, Navsari
Navsari, Rural, Jalalpor
Dist. Navsari '
69 | Deputy Collector (Prant) Chikhli, Gandevi,
f Chikhli, i Vansada
‘ DIst. Navsari
770 | Deputy Collector (Prant)} Patan, | Patan, Chanasma n
[ Dist. Patan :
71 | Deputy Collector (Prant Radhanpur, Santalpur
Radhanpur, Dist. Patan '
72 | Deputy Collector (Prant)j Sami, | Harij, Sami
Dist. Patan K
73 | Deputy Collector (Prant Siddhpur ]
Siddhpur,
Dist. Patan .
74 | Deputy Coliegtor (Prant Porbandar R
Porbandar, Dist. PorbanaJar
75 | Deputy Collector (Prant} Kutiyana, Ranavav
Kutiyana,
Dist. Porbandar
76 | Deputy Collegtor (Prant}, Godhara, Kalol, Morva
Godhara, Dist. Panchmaﬂ al (Hadaf)
77 | Deputy Collector (Prant}, Lunawada, Shahera
Lunawada,
Dist. Panchmahal .
78 | Deputy Collector (Pranty, Halol, | Halol, Jambughoda,
Dist. Panchmahal Ghoghamba -
79 | Deputy Collector (Prant}, Santarampur, Kanpur,
Santarampur, Dist. Panchmahal | Kadana
N 80 | Deputy Collegtor (Pranth, Rajkot | Rajkot ~ Clty,  Rajkot
City, Dist. Rajkot Taluka, Kotada Sangani
| 81 | Deputy Colle Rttor (Prant}, Rajkot | Rajkot Rural, Lodhika,
e Rural, Dist. Rajkot ’t' Padadhari
82 | Deputy Colle‘tor (Prant}, Gondal, Jetpur
T | Gondal, L i :
Dist. Rajkot || | ||
\ 83 | Deputy cOue,tor (Pramq, Vankaner
Vankaner, :
Dist. Rajkot | | "'5 ‘
1 84 | Deputy Collebtqr (Prant!) Morbi, | Morbi, Tankara, Maliya
Dist. Rajkot Miyana
| 85 | Deputy Colla,t (Praﬁ, Dhoraji, Upleta,
Lo Dhoraji, ] ; Jamkandorna
Dist. Rajkot : i
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