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PREFACE 

 

This Audit Manual has been compiled for the guidance of the audit staff of the 

Audit Management Group III (AMG III) of the office. This manual deals with 

the audit technique for the audit of the Finance Department, audit of Stamp 

Duty and Registration Fees under the Revenue Deparment and, Energy and 

Petrochemicals Department under the audit purview of AMG III Group. The 

relevant checks to be exercised during the audit of a particular law or record 

have been discussed in detail while dealing with the concerned department, law 

or record. 

For the purpose of conducting effective audit, a 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 relevant Act or 

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 manual or suggestion to improve it may be brought 

to the notice of the Group Officer in Charge of AMG III Group. 

I hope that this publication will be a useful guide to the staff and officers of the 

office of the Principal Accountant General (Audit ïII), Gujarat in the efficient 

functioning and discharge of their duties. Suggestions for its improvement are 

welcome. 

 

 

 

Place: Ahmedabad 

Date:   March 2021 

 

 

 

(H. K. Dharmadarshi) 

Pr. Accountant General (Audit-II), Gujarat 
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1. INTRODUCTION  

The Comptroller and Auditor General (CAG) is the sole authority prescribed in 

the Constitution 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 of India 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 each House of Parliament 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 (Audit-II), Gujarat is CAGôs principal officer of 

IAAD for the State of Gujarat for eleven departments including Finance 

department, Revenue department, Energy & Petrochemucal department etc., 

with its head office (HO) at Ahmedabad. PAG coordinates IAADôs interface 

with the Government of Gujarat (GoG) and the media. PAGôs core audit 

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 Government 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 such powers 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. CAGôs (Duties, Powers and Conditions of Service) Act in 1971 (DPC 

Act, 1971). Audit of Government Companies, Statutory Corporation, 

Autonomous Bodies and Government Department is mandated in 

sections 13, 14 and 19 of the CAGôs(DPC), Act, 1971. 

2. The Regulations on Audit & Accounts 2007 

3.  The Auditing Standards (third edition) effective from 1 April 2017. 
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1.2 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 suitably adapted 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 behalf of 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 I of the Code is required to 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 

declaration should be enclosed in original with the Inspection Report having 

acknowledgement from the Management. 

(ii)  Similarly, a declaration as prescribed in the Statement-II is to be obtained 

from outside auditors engaged on contract with the SAI like expert, 

consultant, 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 SAI India.  

(Authority: I/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 was renamed as the Principal Accountant General (Audit-II), 

Gujarat by CAGôs orders issued in No. 95/09-SMU/2020 dated 15.05.2020 

upon restructuring of the Audit Offices and the Group Officersô charge were 

called Audit Management Group (AMG). The Group-wise distribution of 

clusters and the Group Officers' charges in this office with effect from 21 May 

2020.  

The cadre control of Senior Audit Officers (Sr. AOs)/Assistant Audit Officers 

(AAOs) of civil cadres of PAG(Audit-II) Gujarat, O/o.  PAG (Audit ïI), Gujarat 

and O/o the PDA(C) Ahmedabad are with the Principal Accountant General 

(Audit-II) Gujarat and the cadre control below the level of AAOs viz., Multi 

Tasking Staff (MTS), Record Keeper/ Daftry, Data Entry Operators, Auditors, 

Sr. Auditors, Supervisors O/o PAG (Audit-II) are with Sr. Dy. Accountant 

General (Administration). 

The group officersô charge in the office of the Principal Accountant General (Audit-

II), Gujarat for audit functions is called Audit Management Group (AMG) (ie. 

AMG-I, AMG-II & AMG -III).   

The Organisational Structure of Office of the PAG (Audit-II), Gujarat, 

Ahmedabad, is as follows:  
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1.4 Audit Management Group (AMG-III)  

As per cluster wise distribution, Audit Management Group (AMG-III) , is 

responsible for the audit of departments falling under Finance, Revenue (Stamp 

Duty & Registration) and Energy and Power clusters. 

AMG-III wing is responsible for conducting audit of  

¶ Superintendent of Stamp & Registration Fee and Inspector General of 

Registration (SS &IGR) under Revenue Department,  

¶ Finance Department, including Commercial/ State Goods & Services 

Tax Offices, two PSUs, etc. 

¶ Energy & Petrochemical department including one Autonomous Body 

(GERC), 21 PSUs, etc.  

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

 

The following table shows the Department wise number of units and 

Autonomous Body under the AMG-III wing: 

Principal Accountant General 
( Audit -II)

Sr. DAG Admn. and 
PIO

SAO/ Admn.

SAO/ GOM

SAO/ Bills

SAO/ ITMG

Sr.DAG

AMG -I

SAO/  

AMG -I, Hq1

SAO/

AMG -I, Hq2

SAO/ 

AMG -1 (DP)

Sr. DAG  

AMG -II

SAO/ 
AMG -II, Hq1

SAO/
AMG -II, Hq2

SAO/ 

AMG -II (DP)

RAO/ GSRTC

DAG 

AMG - III

SAO HQ1

SAO HQ II

SAO SFR

SAO AMG II (DP)[

RAO/ PAO 
Gandhinagar

RAO/ PAO 
Ahmedabad

Welfare Officer

SAO/ CAR

Secy. to AG/ Sectt./ 
QA Section
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The Sanctioned Strength and Men in Position of Sr.AO/AO, AAO and Auditor 

for AMG-III wing as on 01 March 2020 is as follows: 

Particulars SAO/AO AAO/Sup Sr.Ar/Ar  Total 

Sanctioned Strength of 

AMG-III  

16 32 35 83 

Actual MIP of SS (incl 

SFR/FINAT/ RAOs) 
13 25 18 56 

Less: Staff in Hqrs incl 

SFR/FINAT/ RAOs) 
5 13 18 36 

Manpower for Field Audit 

Work 

8 12 0 20 

 

The AMG-III Wing is headed by a Group Officer. The Wing is further divided 

into AMG- IIII (Hq -1), AMG- III (Hq-2), AMG-III (SFR) Section and RAO 

PAOs, Ahmedabad and Gandhinagar. Each Section is under the charge of a 

Branch Officer. The Branch Officer of these Sections are assisted by AAOs and 

other subordinate staff.  

The SFAR Section is responsible for preparing the SFR Report. The duties and 

responsibilities of AMG III (Hqr-1 & Hqr-2) are as follows: 

 

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

¶ Finance Department, including receipts and expenditure of 

Commercial/ State Goods & Services Tax Offices, two PSUs, 

Directorate of Insurance, Directorate of Pension, etc. 

 

Department/ Autonomous 

Bodies 

PSUs Total Units 

(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 
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¶ Receipts and expenditure of Superintendent of Stamp & Registration 

Fee and Inspector General of Registration (SS &IGR) under Revenue 

Department,  

AMG-III (Headquarter 2) is the controlling section for 

¶ The audit or receipts and expenditure of the Energy and Petrochemicals 

Department 

¶ The propriety audit and audit of accounts of the Public Sector 

Undertaking (PSUs) of the Energy Sector under the Energy and 

Petrochemicals Department and Finance Department. 

¶ Audit of one Autonomous Body - Gujarat Electrical Regulatory 

Commission (GERC). 

The RAO PAOs Ahmedabad & Gandhinagar are responsible for  

¶ Post audit of contingent vouchers/bills relating to Governor office, 

Liaison offices at New Delhi and Mumbai for Gujarat Bhavan, 

expenses of MLAs, Gazetted Officers and non- Gazetted 

Officers/officials passed and paid by the Pay & Accounts Offices. 

¶ Audit of sanctions, Audit and countersignature of Monthly Compiled 

Accounts submitted by the Pay & Accounts Offices before it is 

submitted to the Accountant General (A&E). 

¶ Review of contract register, register of Utilisation certificates submitted 

in respect of all grants-in-aid paid by the Pay and Accounts offices. 

The FINAT is responsible for  

¶ Audit of the Annual Accounts of the State Government (the Finance 

Accounts   and the Appropriation Accounts), Audit of Monthly Civil 

Accounts and Monthly Appropriation Accounts and co-ordination 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), Gujarat, Rajkot. 

¶ Sampling of treasury vouchers collected from O/o the PAG (A&E), 

rendering an opinion on proposals for opening of new sub-heads 

received from the State Government (Source: D.G (GA) instruction vide 

letter. TM/S-2//ONS-COR/2012-13/573 dated 29.12.2014. 

¶ Vetting of draft explanation notes (through UORs), preparation of 

questionnaire on the basis of para appeared in Appropriation Accounts 

for the 2011-12 and onwards. 

The SFR is responsible for   

¶ Preparation of CAGôs Report on State Finances, Government of Gujarat. 

¶ Preparation of data for presentation before a new Finance Commission 

whenever constituted.  

The Report Section is responsible for  
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¶ Identification of topics for undertaking Performance Audit (PA) and 

Subject Specific Compliance Audit (SSCA) and monitoring 

implementing the Audit plan for PAs/SSCAs. 

¶  Preparation of CAGôs Audit Report 

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

1.5 AUDIT PLAN  

The Audit Plan structure for each year shall be drawn considering the 

organizational 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 auditing with 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 laid out in Strategic 

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 

speech, past audit results, etc. 

Based on the risk analysis the department wise A, B and C categorization of 

units are made. Here ñAò indicates High Risk Units, ñBò Medium Risk Units 

and ñCò Low Risk Units. The units are identified keeping in view the thrust 

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 field audit work. The working days in a year are estimated after 

deducting from 269 days (approximate total working days of the State Govt.), 

the number of days for leave, monthly meetings, in-house/external training 

programmes, etc. The man days drawn on the basis of available working days 

and manpower for field audit are to be allocated between Performance Audits 

(PA), Subject Specifi Compliance Audits (SSCA), Audit of Accounts of PSUs 

& Autonomous Bodies, Certification of Actual Revenue of the State, 

Compliance Audits, follow-up Reviews, etc.  

The parameters and weightage presently adopted for the categorization of 

different audit units based on the prescribed criteria are as follows: 

1.5.1 SELECTION CRITERIA ADOPTED (For Commercial Tax):  

For GST, Value Added Tax, Profession Tax, Entry Tax and Purchase Tax on 

sugarcane, risk assessment may be conducted taking into account the parameters 

mentioned in following table. Risk for each unit for each parameter may be rated 

between 1 to 3 points based on criteria fixed for each (Annexure - 01). 

Thereafter, weightage for each parameter mat be fixed totaling 300 points based 

on the importance of these criteria in assessing the risk as detailed in table 

below: 
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Sl. 

No. 

Parameters Maximum Weightage 

based on rating out of 

300 

1 Revenue Rating vis-à-vis total revenue of the State 

Tax Deptt 

60 

2 FNs/ Part II A paras issued during the last 3 years 60 

3 Manufacturers to total dealers rating 60 

4 Units audited during last 3 years 30 

5 Deptt. Response to IR ï reply during last 3 years 

rating 

30 

6 Budget proposal rating 30 

7 Complaints/ Media Reports 30 

 Total 300 

 

Specific weightage has been assigned for each of the parameters under various 

taxes which are explained. 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 risk units.  

Category B: Units with 140 or more points but less than 180 points are 

identified as medium risk units. 

Category C: Remaining units i.e. all units below 140 points are identified as 

low risk units.  

1.5.2 SELECTION CRITERIA ADOPTED (For Stamp Duty & 

Registration Fees): 

Based on the result of the risk assessment carried out, specific weightage is 

assigned for each of the parameters under various taxes which are explained 

(Annexure ï02) 

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

mentioned below: 

1. Revenue: - 20 points 

2. Complaints / Media Reports: -10 points 

3. Budget Proposal: -10 points 

4. Number of Documents/units:- 20 points 

5. Units audited in last three years: - 10 points 

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

7. Part IIA Paras / FNs issued during last three years: - 10 points.  

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 risk units.  
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Category B: Units with 130 or more points but less than 170 points are 

identified as medium risk units. 

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

risk units. 

 

1.5.3 SELECTION CRITERIA ADOPTED ( Other Finance Department 

offices): 

The following four units, previously falling under the audit jurisdiction of the 

erstwhile Office of the Pr. Accountant General (G&SSA), Gujarat, Rajkot are 

after the restructuring of the office audited by the AMG III Group of Pr. 

Accountant General (Audit-II ), Gujarat. The audit of these units is conducted 

annually 

ü Director Accounts & Treasury 

ü Director of Pension Provident Fund 

ü Registrar of Sale Tax Tribunal   

ü Director of Insurance 

 

1.5.4 SELECTION CRITERIA ADOPTED FOR  PSUs: 

1. Following is the criteria/ parameter applied in respect of PSUs: 

Sl. 

No. 

Criteria  Risk 

Points 

 

a. Positive capital employed 1  

b. Increase in capital employed (compare to 5 years ago) 2 >100%=2 

<100%=1 

c. Increase in turnover (compare to 5 years ago) 2 >100%=2 

<100%=1 

d. Profit making PSU 1  

e. Activity of the PSU contributed major part of the 

revenue 
2 <50%=0 

50-80%=1 

>80%=2 

f. Total income and expenditure   

g. (i) is over  1000 crore 

(ii)  is between  500 and 1000 crore 

(iii)  is less than  500 crore 

3 

2 

1 

 

h. Adequacy of internal control 1 to 2  

i. Areas of audit scrutiny 1 to 4  

j. Past audit concern 1 to 3  

 

 

Total Risk Points (RP) in all PSUs are worked out based on financial figures for 

the prior year (latest available). Thereafter, individual PSUs are categorised as 

per criteria given below: 

¶ If RP equal to or greater than 12 of total 20 RP; the PSU is Category óAô 

¶ If RP equal to or greater than 1 but less than 11; the PSU is Category óBô 

¶ If RP is equal to 0; the PSU is Category óCô 
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After categorisation of PSUs, further categorisation of PSU units is made 

in the following manner: 

a) Gujarat State Electricity Corporation Ltd. 

¶ All Power Station taken into Category óAô 

b) Gujarat Energy Transmission Company Ltd. 

¶ Transmission Circle, Category óBô 

c) For all DISCOMs 

¶ Divisions having revenue of 500 crore and above, category óAô. 

¶ Divisions having revenue between 100 and 500 crore, category óBô. 

¶ Rest of the divisions, category óCô. 

¶ All circles and RSOs, category óCô. 

2)  Supplementary Audit 

The criteria for selection of State PSUs for supplementary Audit as per CAGôs 

letter no 500/ WR/ KC/ Selection Criteria/ 341-2013 dated 09 July 2014 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 analysis and past experience 

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

¶ Manpower available after covering PSUs. 

¶ Inter se expenditure and revenue of the divisions  

¶ When the unit was previously audited. 

Revised criteria for selection of State PSUs for audit of annual 

accounts under Section 143 (6) (a) of the Companies Act, 2013 

The existing criteria for selection of State PSUs for audit of annual accounts 

under Section 143 (6) (a) of the Companies Act, 2013 have been revised in 

supersession of all earlier instructions. The periodicity of selection of annual 

accounts of State Government Companies for supplementary audit would be as 

under: 

 

Periodicity Criteria  

Annual Paid up capital above  50 crore or Capital employed above 

 200 crore or Turnover above  500 crore whichever is 

applicable.  

Triennial Paid up capital  20 crore to  50 crore or Capital employed 

 100 crore to  200 crore or Turnover  200 crore to 

 500 crore whichever is applicable.  

Once in five 

years 

Others (not covered under above criteria). 
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1. Annual accounts wherein disclaimer/ adverse opinions have been given by 

the Statutory Auditors should be taken up for supplementary audit 

irrespective of applicable selection criteria. 

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/ AG, 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 non-review certificates in respect of companies falling under 

triennial or once in five yearsô category, the ES I&II must ensure that 

minimum check such as arithmetical accuracy, general compliance to 

Accounting Standards in drawing the financial statements, compliance with 

earlier year observations and correctly carry forwarding the previous year 

figures are done.AMG-III Headquarter Section may carry out general 

checking of the accounts before PAG/ AG signs the non-review certificates. 

(Authority : CAGôs letter no. U.O. 500/ WR/ KC/ Selection Criteria / 341-2013 dated 9 July 2014) 

Headquarters I section consolidates the Annual Audit Plan (AAP) for AMG III 

Group and forwards it to Central Audit Report Section (CAR). The AAP is 

submitted to CAGôs Office during August/ September of each year for the 

subsequent financial year for approval. After consolidation by Central Audit 

Report Section, the Annual Audit Plan of the office is submitted to CAGôs 

Office during August/ September for approval. 

1.6 FRAMING OF AUDIT PROGRAMMES  

The quarterly audit programme 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 Principal Accountant General, the 

same is issued to Local Audit parties. The Audit Programme (Quarterly) are to 

be uploaded on the official website of office of the PAG (Audit-II), Ahmedabad, 

Gujarat. 

The composition of local audit party generally consists of one Sr. AO/AO, One 

AAO and one Auditor keeping in view the nature, and complexity of the work 

of auditee organization. Besides, the supervision at Group Officer level is done 

for audits as per the programme approved by the PAG (Audit-II).  

1.7 DURATION OF AUDIT  

There are no well-laid down norms for fixing the duration of audit. The time 

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 increase in the 

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 I (Hq) Section.  

1.8 COMMUNICATION OF AUDIT PROGRAMME  

An intimation of audit should 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 audit after the approval of the Quarterly 

Tour Programme by the Pr.A.G. Quarterly tour 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 AMG-III (Hqr-1) 

Sections. The extension of audit programme if any, along with detailed 

justification are to be submitted to the Group Officer for prior approval. 

1.9 DUTIES AND RESPONSIBILITIES  

For ease of functioning, AMG-III has been further divided into Headquarters I, 

II, Resident Audit Office (RAO), Ahmedabad & RAO, Gandhinagar and SFR 

Section.  These Sections and RAOs function under the supervisory charge of 

Deputy Accountant General, AMG-III. Each Section is under the direct charge 

of a Sr. 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 AMG-III (Hqs 1 and 2) Sections: 

1.9.1 AMG -III (HQ -1) SECTION 

The duties and responsibilities mainly include: 

i. This Section is responsible for preparation of Audit Plan in respect of 

Finance Department and Revenue Department (for SS & IGR) as also 

consolidation of the Annual Audit Plan of the Wing; 

ii.  The section is responsible for execution of the Audit Plan by proposing 

tour programmes for audit of all the units under the jurisdiction of the 

AMG III Group; 

iii.  Vetting and issue of LARs within 30 days of completion of audit in respect 

of Finance department including PSUs, Value Added Tax, Goods & 

Service Tax, Sub Registrar, Dy. Collector (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 for in-house training and nominations for 

training at RTI/RTC 

vi. Convening of Audit Committee 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 
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at the headquarter Section and to forward the same to the Bills Section of 

the office for re-imbursement; 

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 Generalôs Office.   

x. Disposal of court cases pertaining to AMG-III section when received. 

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: 

(i) COMPUTATION OF EXTERNAL ARREARS  

The computation of external arrears forming part of the Monthly Arrear Reoirt 

is based on following time schedule is prescribed in respect of outstanding 

objections relating to VAT Audit and other State Receipts Audit: 

(a) Under assessment and over assessments  -  20 

minutes 

(b) Defective procedure     -  15 

minutes 
(Authority: CAGôs letter No.3409/Rev.A/616-67 dated 31.07.1968) 

(ii)  REGISTER OF WEEKLY DIARIES  

A register to watch the receipt of weekly diaries from LAPs should be 

maintained by AMG-III (Hqr-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.  

(iii)  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 account etc. and forwarded to the 

Sr.AO Bills Section for sanction and disbursement. The Inspecting Officers may 

submit the TA Bills directly to Sr.AO/Bills. 

1.9.2 AMG - III (HQ -2) SECTION 

The duties and responsibilities of HQ2 mainly include: 

i. Preparing Audit Plan for audit of Energy & Petrochemical Department; 

ii.  To convene a meeting with the Management and the Statutory Auditors of 

all the Companies with the DAG/ PAG to discuss about the schedule dates 

of finalisation of accounts. 

iii.  To resolve/ take up the matter with the Chief Executive Officer of the 

Company in advance before commencement of supplementary audit in 
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respect of Accounting Policies adopted by the Companies which are not 

in compliance with the Accounting Standards. 

iv. To provide local audit parties the details of important areas/ points to be 

specifically examined in the field after scrutinising the Board and Agenda 

Minutes received at Headquarter from the respective Companies. 

v. To arrange for training of Officers/ Staff with regard to the introduction/ 

revision of Companies Act, IFRS and Accounting Standards so as to 

enable them to audit in changed circumstances. 

vi. To arrange for training of Officers/ Staff in ERP/ SAP to enable them to 

conduct the Audit in Computerised Environment. 

vii.  Prima-facie verification of the certified accounts received and submission 

of the review remarks to the DAG/ PAG along with the proposal for 

selection of PSUs as per the criteria prescribed. The specific key areas to 

be verified on comparison with the audited accounts of previous years be 

prepared and communicated to the Field Parties before commencement of 

the Supplementary Audit after obtaining the approval of the DAG/ PAG. 

viii.  To monitor the receipt of certified accounts from the Companies vis-à-vis 

schedule dates of finalisation of accounts. 

ix. Vetting and issuing of draft comments on the annual accounts of 

Government Companies received from the local audit parties (LAP), 

within the reasonable time keeping in view of the relevant instructions of 

the CAG in this regard. 

x. To scrutinise the replies to the draft comments as furnished by 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 Audit evidences. 

xi. 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 CAGôs Office 

along with Proforma on performance of Auditors. 

xii. To issue Management Letters about minor deficiencies/ observations 

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.  

xiii.  To watch the receipts of printed 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 CAGôs Office. 

xiv. Arrange audit of accounts received from the Companies/ 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 143 (6)(b) read with Section 129 (4) of the Companies Act, 2013 

is selected by the Principal Accountant General keeping in view the 
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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 within 30 days 

from the date of 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 

Government 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 meeting with the Companyôs 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, etc. while 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 Companyôs 

management and Statutory Auditors from the commencement to completion of 

audit by the Statutory Auditor and handing over the required number of signed 

copies of accounts to CAG for supplementary audit. The time schedule is to be 

monitored through constant interaction with them. 

(Authority : CAGôs letter no.247-CA-II/Co -ord./Instructions/2008-09/82/2005/Vol II dated 11 May 

2009) 

The pre-accounts 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 supplementary audit. 

(ii)     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 143(5) 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 State PSUs in toto and as such 

may be issued to the Statutory Auditors for compliance in respect of the annual 

accounts for the year 2018-19 and onwards. 

The approved directions are as follows: 

a) Whether the Company has system in place to process all the accounting 

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 an existing loan or cases of waiver/ 

write off of debts/ loans/ interest etc. made by a lender to the Company due 

to the Companyôs inability to repay the loan? If yes, the financial impact 

may be stated. 

c) Whether funds received/ receivable for specific schemes from 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 directions (sub directions) 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 would be issued by 

Western Region. 

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

2019) 

(iii)  Companies (Auditor ôs Report) Order 2016 
In exercise of the powers conferred by sub-section (11) of Section 143 of 

the Companies Act, 2013 (18 of 2013) and in supersession of the Companies 

(Auditor's Report) Order, 2015 after consultation with the Institute of 

Chartered Accountants of India, the Ministry of Corporate Affairs. Government 

of India made an Order viz., Companies (Auditorôs Report) Order 2016 which 

was published in the Gazette dated 29 March 2016. The extract of the CARO, 

2016 is enclosed (Annexure 2). 

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

CAG office has desired that Financial Attest Audit Manual (FAAM) 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 involves(a) Describing the auditee institution; 

(b) Establishing audit objectives and scope; (c) Determining materiality; 

(d) Assessing risk; (e) Preparing audit plan; and(f) Preparation of detailed 

audit programme. 

2) Execution which involves(a) Sampling or test of controls; (b) Performing 

control testing procedures; (c) Performing analytical review; (d) Sampling 

for substantive test of details; and (e) 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 financial statements, two types of intentional misstatements 

are relevant to the auditor viz., misstatements resulting from fraudulent financial 

reporting and misstatements resulting from misappropriation of assets. 

Fraudulent financial reporting involves intentional misstatements including 

omissions of amount or disclosures in financial statements to deceive financial 

statement users. Fraudulent financial reporting may be accomplished by (i) 

Manipulation, falsification (including forgery), or alteration of accounting 

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; and (iii) 

Intentional misapplication 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 be referred to. 

(vi) Issue of Draft Comments 

As a result of supplementary audit under Section 143(6)(b) 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 their reply. 

On receipt of their reply Annotated Statement should be prepared with further 

audit remarks and submitted to CAG for approval. On receipt of approval, the 

same may be issued to the company for placing it before the Annual General 

Meeting, at the same time 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 143(6) (b) of the Companies Act, 2013 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) of the Companies Act, 2013 it is made by the Management and the 

Statutory Auditors of the Company by way of a note to the revised accounts,  a 

óNil Comment certificate' may be issued by the PAG after receipt of the revised 

accounts duly audited by the Statutory Auditors from the company. A copy of 

such certificate along with the Revised Independent Auditorsô Report may be 

forwarded to the CAG for his information as is done in the case of "Non Review 

Certificate" and "Nil comment Certificate" on the accounts. A compendium of 

comments issued during 2017-18 and 2018-19 is kept at Annexure-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 for issue of comments 

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. A copy of each of the five new formats 

of certificate for issue of comments (for Standalone Accounts and Consolidated 

Accounts)is kept as (Annexure-4 (A) to 4 (E) and 5 (A) to 5 (I). 
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(Authority : CAGôs letter no. 563/WR/C&AB/Comp Amend Bill/16-2013/Vol-I dated 27 August 

2018) 

(viii)  Audit of Consolidated Financial Statements 

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 controlled 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 Governments w.e.f. 1 April  2014. 

Combined reading of Section 129(1 to 4), 143(5) and 143(6) 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 any State Government or Governments, partly by the Central 

Government and partly by one or more State Governments, auditors for audit of 

Consolidated Financial Statements (CFS) prepared and adopted by such holding 

companies would be appointed by CAG and supplementary audit of such CFS 

would also be conducted by CAG. Further as per the explanation given under 

Section 129(3) of Companies Act, 2013, subsidiary includes associate company 

and joint venture.The guidance note on audit of consolidated financial 

statements is kept at (Annexure-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 endorsement copy of Comments/ Nil Comments/ Non-

review certificate on the accounts of the Company (Annexure-7). If the 

performance is considered unsatisfactory, requisite documents may be sent to 

CAG office after considering the final comments issued to the SPSU. 

(Authority: CAGôs letter no.AA 1193/CA V/30-2003/Vol II dated 13.11.2017 and letter no. 1331/ CA-

V/ F/ 65-2019/ Vol I dated 18.12.2019) 

(x) Advice Sought By Statutory Auditors 

Under Section 143 (5) of the Companies Act 2013, C&AG has the power to 

direct the manner in which the accounts shall be audited and to give instructions 

in regard to any matter relating to the performance of the Auditorôs functions. 

If AG is approached by any any of the Statutory Auditors for advice on any 

problem area during the course of audit, AG should seek the query in writing 

and furnish the reply also in writing. 

(xi) Arrears In Accounts Of State Government Companies 

The AG should brief the Chairman of the Committee on Public Undertakings 

about arrears in finalization of the accounts of the Companies 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 

1.9.3 Common instructions for Headquarters Sections on certain matters: 

(i) PROCESSING & ISSUE OF LAR 

The draft LAR should 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 submitted to the Group Officer for approval 

and to be issued within 30 days from 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 maintain the quality of the Inspection Reports (IRs) 

insists that only such paras should be included in Part-II A of Inspection Report 

which can be developed further for Audit Report of the same year or within the 

next 2-3 years. The monetary limit of paras in Part-II A should be the same as 

the monetary limit for the FNs/PDPs. For findings involving serious systematic 

issues, no monetary limit should apply. (Authority Letter No: 137/RSCS/Coordn/Aud 

Pln/2008/279 dated 04.02.2009) 

(ii)  FACTUAL NOTES , PDPs/ DPs 

 

Instructions on Factual Notes, PDPs, DPs and Audit Reports will be issued 

separately.  The Factual Notes, should be supported by a copy of the relevant 

half margin, paragraph of the LAR along with relevant key documents for its 

further process for inclusion in the Audit Report, Government of Gujarat. 

(iii)  PURSUANCE OF LAR 

The officer in charge of the auditable entity shall send the reply to the LAR 

within one month of its receipt. In case of non-receipt of replies; periodical 

reminders may be issued at appropriate level till compliance 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 Branch Officer in-charge of the 

Section should ensure its submission. 

(v) Review OF 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/Coordn/Aud Pln/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 in each case. (Authority Letter No: 

722/Inspection/307/2-13-14 Dated 29.09.2014) 

 

(vi) IR MAIN / OPTIMA  

The AMG-III Hqs (1 & 2) Sections are required to maintain the óIR Main / 

OPTIMAô, a software developed in-house, to cater to the requirement of 

monitoring LARs and money value objections, ensure timely issuance of 

inspection reports, pursuance of objections and preparing the periodical returns. 

The database consists of four components namely, master data of auditee 

Offices to be audited, Inspection Reports, Audit Objections and Potential Draft 

Paragraphs as well as MIS reports. 

Further, the I.A.A.D. is in the process of developing and implementing One IAAD 

One System application (OIOS). The application envisages Audit Planning, Audit 

Execution, framing Audit Querries, 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 etc., will 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. 

 

(viii)  DEALING WITH GENERAL MATTERS  

AMG-III (Hqs-1&2) Sections 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 both the 

Headquarter Sections and the various returns should be submitted on due date 

to the Group Officer/PAG/C&AG after consolidation by Headquarters I. 

 

(ix) PRESERVATION OF OLD RECORDS 

SL .NO. CATEGORY OF RECORDS PERIOD OF PRESERVATIO N 

1. 

Local Audit Reports 

finally closed as no audit 

objection is outstanding 

5 years for annual and 6 years for 

biennial audits from the date of issue of 

report or till the settlement of all paras 

whichever is later. 

2. 

Files related to the 

instructions and 

directions issued by the C 

& AG from time to time 

regarding scope of audit. 

Permanent 
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3. Digest of important cases Permanent 

4. 
Digest of Supreme Court 

decisions 

One year from the end of the year in 

which all the cases included in the 

Digest have appeared in the Sales 

Tax Cases. 

5. 
Files dealing with audit of 

Annual Accounts 

Five years 

6. 

Files dealing with 

Supplementary Reports of 

Statutory branch auditors 

Five years 

7. 
Files dealing with Quarterly 

Financial Reports 

Two years 

8 
Printed Annual Reports of 

PSUs 

Eight years 

9 

Files dealing with receipts 

and disposal of audit of 

annual accounts of PSUs 

Eight year 

10 

Files dealing with 

Comments under section 

619(4) of the Companies 

Act 1956. 

Five years 

11 

Detailed Schedules of 

Annual Accounts and 

working sheets thereof 

different PSUs 

Three year 

12 Audit Programme files 
Three years from the end of the year 

to which it relates 

13 
Clarifications issued by the 

Government 

Till they are included in the 

bulletins. 

14 Bulletin referred to in 13 Permanent 

(Authority: CAG letter No.443/Tech.Admin/1/770-68 dtd.16/12/1968) 

 

 

(x) C&AG office has made significant changes in audit methodology. In this 

regard following changes in audit have been made: 

 

1. Compliance Audit 

ü Before commencement of audit, desk review is being conducted by LAPs 

in pursuance of Guidance Note on improving the quality of Inspection 

Reports issued by CAG office. This gives the LAP an understanding and 

insight about the audit entity and the focus areas before visiting their 

office. 

ü Draft POMs with money value more than 1 crore are submitted by LAPs 

for approval. POMs above 1 crore and upto 25 crore are being 

approved by Group Officer and above 25 crore are being approved by 

HoD/ PAG. 
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2. Financial Audit  

During the course of processing of the draft comments after completion of 

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&AGôs letter no. 01-WR/ Coord/ AAB/ 184-2017 dated 01-01-2019) 

1.10 Audit Report Section 

Consequent to restructuring of May 2020, the State Finance Audit Report is a 

mandatory report. SFARs for the year 2019-20 will include analytical 

information on State 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 Finances. This report will be prepared by the office to 

which the Finance Cluster is allocated. The other office will contribute 

resources/analysis as required. Accordingly, this report would be made by the 

PAG (Audit-II), Gujarat 

Guidelines and instructions for preparation 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 

time. The format was last revised vide CAGôs Letter No:598/WR-SRA/45/K. 

Centre/2014 Dated 14.08. 2014. 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-III (Hqs I & II) Section and RAO/PAO, Ahmedabad & Gandhinagar 

identifies the Potential paragraphs from the Inspection Reports and prepares 

Factual Note (FN) and obtain the approval of the Group Officer for further 

processing. The approved FNs received from Hqs.Section are entered into FN 

register and are scrutinized with 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 inclusion in the Audit Report. 

The FNs which are deficient in key documents or want of some additional 

information are returned to Hqs. section for collecting the missing key 

documents from the field parties. If the PDP is not found appropriate for 

inclusion in the Audit Report, a note would be put up for its closure to the Hqs. 

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 Register. The DPs are consolidated Chapter-

wise and sent to CAGôs Office which is returned with queries. The DP 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 

modified, if required, based on the observations of CAGôs Office or the reply of 

the Company/Department.  

The targets fixed by the PAG at the beginning of each financial year in sending 

the material to CAGôs Office may be strictly adhered to. 

1.10.3 MONETARY VALUE  

The minimum monetary value limit for the DPs for inclusion 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 DPs which was revised from Rupees 5 lakh to Rupees 10 lakh for 

Gujarat 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 20 April  2015 and Letter No: 

204-WR/ Coord/ 224/ 2016/ Vol-I dated 15 May 2019) 

1.10.4 PERFORMANCE AUDIT, FOLLOW -UP AUDIT  & IT AUDIT  

1.10.4.1 PERFORMANCE AUDIT  

The Performance Auditing guidelines 2004 helped 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 time, a need was 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 of performance 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 has culminated 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: 

¶ They lay down a strong conceptual foundation of the principles of 
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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.  

¶ The forceful articulation and mandating of a stringent documentation 

process. 

¶ While outlining the methods of reporting and making recommendations it 

focuses on the need for continuous interaction with the audited entities to 

ensure balanced reporting.  

¶ Further, the need for following up the Performance Audit reports to bring 

about improvement in governance has been highlighted. An attempt has also 

been made to make the guidelines more concise and focussed. 

 

(i) GENERAL OUTLAY OF PERFORMANCE AUDITING  

GUIDELINES  

These guidelines are presented in a sequence as the process of performance 

audit. The Department has to deal 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 and commercial 

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 follow-up procedures. 

 

(ii)  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 
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control system is suitably designed and operating effectively to provide the 

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 Peer 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 the CA&Gôs 

Office Website. 

 

(iii)     CONSIDERATION OF FRAUD IN PERFORMANCE AUDIT  

In Performance Audits, while selecting Objectives, Sub-objectives and Issues 

the vulnerability/risk to fraud and corruption should be given due consideration. 

The effectiveness of internal controls to prevent and detect fraud and corruption 

should be considered as one of the objectives, depending on materiality and risk 

analysis. A Detailed guidelines / Standing Order on Role of audit in relation to 

cases of fraud and corruption issued by IA&AD in September 2006 may be 

referred to. 

1.10.4.2 FOLLOW UP AUDIT  

C&AG aspired (19 September 2014) the need of carrying out follow-up audits 

to review the outcome of accepted Audit recommendations in selected sectors 

was agreed to. For this purpose, the feasibility of such audits by identifying a 

sector based on performance appraisals conducted during the last five years 

needed review. A follow-up is expected to review whether the accepted Audit 

recommendations have actually led to any concrete action and, 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 follow-up audit would supplement 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/405-2013 Dated 13.10.2014) 

Consequent to the above, in order to implement the above requirement, the 

following instructions were issued. 

A. SELECTION OF TOPICS FOR FOLLOW -UP AUDIT  

(i)  At least one follow-up audit may be taken up for each State Government and 

included in the annual audit plan. In case of Union Government, one follow-up 

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

following criteria: 

¶ 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 

considered for selection. 
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¶ Audits conducted at least 3 years ago should be considered, as sufficient 

time should be available to the audited entities to implement the 

recommendations. 

¶ Follow-up audits should be taken up of such performance audits where the 

audited entity has accepted recommendations given by Audit. 

(ii) While selecting a follow-up, the Accountant General should consider the 

following questions: 

¶ Has the initial issue identified in the earlier audit evolved with time? 

¶ To what extent the chances have altered the risks associated with issue raised 

in the original report? 

(iii) 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 recommendations 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 reporting audit feelings. 

B. AUDIT SCOPE AND METHODOLOGY  

(i) The main objective of conducting a follow-up audit is to assess the progress 

the audited entity has made toward implementing recommendations of a 

previous performance audit. A follow-up should not merely be restricted 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. 

(ii) Follow-up audit should be initiated as a desk review. Awell-structured 

questionnaires 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 the recommendations from earlier audits. The request 

should include the following questions: 

¶ What action plan or strategy has been drawn by audited entities to 

implement the accepted recommendations? 

¶ What efforts have been made to implement the action plan or strategy? 

¶ How well are these efforts progressing? 

(iii) 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 responses 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 follow-up, but 

this may not always be possible because of conflicting scheduling needs or other 

reasons. However, it is important to ensure that team members assigned to the 

audit follow-up have the appropriate understanding of the subject matter of the 

audit. A session at the initiation of the follow up 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  
(i) The status of implementation of accepted recommendations can fall in 

following categories: 

¶ Insignificant or No progress ï assurance without concrete plans is regarded 

as insignificant progress. 

¶ Substantial implementation ï Structure and process are in place and 

integrated in some parts of the organisation, and some achieved results have 

been identified. 

¶ Full implementation ï Structures and process are operating as intended and 

implemented fully in all intended areas of the organisation. 

(ii) At the end of the follow-up, the audit team should present and discuss the 

results with the audited entity and prepare a report. 

D. REPORTING THE RESULTS OF AUDIT  

(i) The follow-up 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 recommendations from the previous 

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

team may take ñnewò recommendations to address them. 

(ii) The decision of presenting the follow-up report to the legislature would be 

taken depending upon 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 the attention of entity management but not necessarily 

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

letter. 

(iii) While conducting audit follow-up, the audit team may find that the issues 

have evolved and need to be redefined. New issues 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 increasingly being 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) Second Edition, 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 I contains the IT Audit Process and focuses mainly on IT audit 

methodology to be adopted while conducting the IT audit. 

Volume II contains the detailed checklists on various controls and application 

of CAATs etc., to assist the field audit parties in conducting IT audits. 

Volume III focuses on audit programmes for specific applications like audit of 

ERP systems, computerized inventory systems, auditing e-Governance etc. 

(Authority: CAG Office letter no.365/127-11/ITA-11/ITAM/2006-07 dated 

27.11.2006) 

1.10.5 DRAFTING OF AUDIT REPORT  

The reporting style should be direct, simple and precise. Long and complicated 

sentences should be avoided. Legal jargons and complex words should be 

avoided as far as possible. The óStyle Guideô issued by IAAD (2nd Edition 

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 Legislature. It has 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: 

Á 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. 

 

Á Any such material and records relating thereto should have restricted access 

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.  

 

Á A confidentiality statement as per the prescribed format should be got signed 

from those dealing with the report material (including outside parties 

engaged for design and printing of report) and placed on record. 

 

Á All the pages of the material decided to be processed for inclusion in the 

Audit Report should be marked as Confidential and issued to the Audited 

Unit or Administrative Department/Government in Sealed Cover with a 

remark ñTo be opened by Addressee onlyò. 
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Á While forwarding the draft material to the audited unit or concerned 

Administrative Department/ Government for verification 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. 

 

Á The report material may invariably be sent through official mail and to the 

official addresses only with a request to acknowledge receipt. 

 

Á In case, the material is transmitted by Email the following should be 

expressed: 

o ñThis electronic mail message and any attached file(s) contain information 
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 recipient, 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 all attachments thereto 

without making any copies.ò 

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 connected with 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: II/S/5/258 -PPG/24-2012 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 guide issued 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 of the Audit 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 accompany the bond copy:  

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

prescribed a matrix (Anneuxre 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 margin of 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 amount of the 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 2004-05 onwards. A 

reference in this regard may be made in the paragraph ñResponse of the 

Department to Draft Audit Paragraphò and the fact that recoveries have been 

made in full may be depicted in this paragraph. 

(ii)  In order to assess the quality and impact of audit, the CAG Office had 

prescribed that the bond 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 all 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 measures for arresting 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 sampling and that the evidence of such exercise 

is available on record. 

(iii) A Certificate from Dy. Accountant General (A & E) confirming the figures 

appeared in Chapter I of the Audit Report matches with Finance Accounts 

of the State for the year of Report may also be sent along with the bond 

copy. 

The targets fixed by the PAG at the beginning of each financial year in sending 

the material to CAGôs Office may be strictly adhered to. 

(Authority: CAG Office letter No: 256 -SRA/3(i)/2005 dated 29.04.2005& letter No: 116-Audi t 

(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 CAG Office letters No.99/PPG/8-2012 dated 

26 March 2012, No.135/PPG/8-2012 dated 24April 2012 & 18/ PPG/ 8-2012 

dated 28 January 2013 may be followed. 

After the approval of Bond copy, the English version is checked for correctness 

of facts and figures. Thereafter, 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 in the local 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 vetted by 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 Press is 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 forwarding the requirement of fund, the following to be 

ensured that: 

Á Requirement of fund may be made after proper market survey and best 

competitive price; 

Á Requirement of fund may be projected only for which the printing is to be 

undertaken and payments to be made during the Financial Year. 

Á 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 

financial 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 

Regulation on 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 Territory, 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 Legislature are processed further and vetting remarks are 

offered after the approval of PAG. The Audit Reports are selected by the Public 

Accounts Committee (PAC) or Committee on Public Undertakings (COPU) for 

discussion. Replies to UOR remarks are submitted by the 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 reply/Action taken 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.  

1.10.11 OTHER WORK  

(i) DEALING WITH GENERAL MATTERS  

AMG-III 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.  

(ii)  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 of Audit. 

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. 

(iii)  MEDIA POLICY FOR INDIAN AUDIT & ACCOUNTS 

DEPARTMENT  

A need was felt to 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 compliance. 

Á 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) issuing 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 Secretariats/Personal Staff. 

 

Á 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 

CAGôs interface before the media and after consultations with senior 

officers arrange suitable replies to the queries from the media. 

 

Á 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/dispatched, the process 

notes/release will be faxed/emailed/dispatched through special messengers 

to local media offices through normal channels. 
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Á No regular press meet/press conference will be held by any officer other 

than the CAG and in case of a State by the PAGs for their respective States 

after obtaining approval from the CAG. Media Adviser should be associated 

with A.G. press conference as far as possible. 

 

Á The frequency of the regular press meet/press conference could be once a 

year after presentation of bulk reports 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 AGs by the 

AGs themselves. 

 

Á 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 and recommendations of a Conference/Seminar which they 

deem fit to be disseminated to the media. 

 

Á Media adviser will be part of all conferences participated by the CAG as far 

as possible. 

 

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

 

Á PAG will keep the CAG informed of the media developments in their States 

and e-mail/fax copies of any media reports published/telecast in local media 

relating to their CAG functions or regarding State Reports. 

 

Á The Sr.AO in charge of the Section in DA wing will coordinate 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 records for 

audit by CAG 

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

CAG is enclosed for compliance (Annexure-4). 

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

(v) Guidance Note on Preface to Audit Reports 

The Guidance note on preface to Audit Reports may be referred to from CAGôs 

Website.  

(Authority: Head Quarter letter no.70 to 160/PPG/44-2013 dated 4 April 2014) 
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(vi) Preservation of old records 

SL .

NO 
CATEGORY OF RECORDS PERIOD OF PRESERVATIO N 

1. 

Policy files containing 

instructions of the C & AG 

issued from time to time 

regarding preparation of 

Audit Reports. 

Permanent 

2. 

Files containing material to 

be collected by the audit 

parties for Audit Reports. 

Three years from the end of the year  in 

which PAC has issued their report on the 

concerned Audit Report. 

3. 

File dealing with the 

material for Audit Report 

on Revenue 

Receipts/Revenue Sector 

already sent to the C & AG 

for approval for inclusion in 

the State Audit Report. 

(i) Statistical particulars as per item 2 

(ii) Draft paragraphs and statements of 

under assessments etc., as per item 1. 

(Authority: CAG letter No.443/Tech.Admin/1/770-68 dtd.16-12-68) 

1.11  LOCAL AUDIT  

1.11.1 AUDITING STANDARDS  

As per the Regulation on Audit & Accounts issued (2007) by IA&AD, the field 

standards provide an overall framework for conducting and managing an audit 

which inter alia include the following: 

¶ PLANNING:  The auditor should plan audit in a manner which ensures that 

an audit of high quality is carried out in an economic, efficient 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 and determine 

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 

be obtained to support the auditorôs judgement as well as conclusions 

regarding the organisation, programme, activity or function under audit. 
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1.11.2 CONDUCT OF AUDIT BY LOCAL AUDIT PARTIES  

The Local Audit Parties (LAPs), on receipt of the quarterly audit programme 

from the AMG-III (Hq-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 detailed guidelines in conducting the Performance Audit and Follow-up 

Audit are discussed separately in Performance Audit, Follow up Audit & IT 

Audit. Thematic Audit is the terminology which is being used for audits which 

may have both compliance and performance audit 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: 

(i) COMPLIANCE AUDIT  

The officers and the staff of IA &AD must follow Compliance Audit Guidelines 

-2016 in planning, implementation, reporting, observing follow-up processes 

and obtaining quality assurance in compliance audits. They outline principles, 

objectives, approach, methodology, techniques and procedures for conducting 

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 examines the transactions relating to expenditure, receipts, 

assets and liabilities of Government for compliance with: 

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

 

Á The rules, regulations, orders and instructions issued by the competent 

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 instructions for their legality, adequacy, transparency, propriety and 

prudence and effectiveness that is whether these are: 

Á intra vires the provisions of the Constitution of India and the laws 

(legality); 

Á sufficiently comprehensive and ensure effective control over Government 

receipts, expenditure, assets and liabilities with sufficient safeguards against 

loss due to waste, misuse, mismanagement, errors, frauds and other 

irregularities (adequacy); 

Á clear and free from ambiguity and promote observance of probity in 

decision making (transparency); 

Á judicious and wise (propriety and prudence); and 

Á Effective and achieve the intended objectives and aims (effectiveness). 
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Compliance audit can be part of a combined audit that may also include other 

aspects. Though other possibilities exist, compliance auditing is generally 

conducted either:   

ü in relation with the audit of financial statements, or   

ü separately as individual compliance audits, or   

ü in combination with performance auditing 

For improving quality of Inspection Report-PPG Guidance Note & Compliance 

Auditing Guidelines-2016, specific essential procedures for efficiency and 

effectiveness of the compliance audits, the following instructions for 

conducinting and managing an audit which inter alia include the following: 

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 Hqrs 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 Sl No 1(a) of Statement 7 have to be considered. 

For this purpose, an audit party should submit an advance copy of the result of 

Desk Review to the Hqrs section for record purpose. However, the result of desk 

review has to be submitted by the party along with Audit.  

Planning audit procedures include 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 Officer before commencement 

of audit. 

Copy of specimen Audit Procedure Plan w.r. to Compliance audit guidelines-

2016 is enclosed for reference (Annexure-05) 

(ii)  CONDUCT OF STAFF DURING INSPECTION  

All the members of the audit inspection party should conduct themselves 

professionally and try to avoid any misunderstanding or friction 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 discussed in paragraph 1.10. The 

allocation 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 the auditing skills over a period of time.  

(iii)  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 party should 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 commence the audit. 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.  

(iv) SAMPLING  

Quantitative Analysis is a 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 beneficiaries etc. The audited entities' 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 data of the audited 

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 

particular 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 techniques are 

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 selecting an 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 acceptable low 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 the whole audit 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 quarters 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 

Quarters 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 before issuing the Audit Enquiry/POM/Half Margin 

of their audit observations as under: 

¶ In respect of POM/ HMs having money value of one crore and above 

should be sent by LAP to the Group Officer for approval before issue and 

¶ In respect of POM/ HMs having money value of 25 crore and above 

should be sent to AG/ PAG for approval 

¶ 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 AG/ PAG, the same can be sent to 

the AG/ PAG for approval. 

¶ The above procedure will apply to all LAPs conducting compliance audit, 

performance audit and theme based audits. 

¶ It may be ensured that no LAP of any wing issues POM/ HMs to the 

auditee institution without following the above laid down procedure. 

¶ For speedy communication and avoiding delays, the LAPs and Hqrs 

Section may use email based communication (through IDs provided by 

NIC). 
(Authority: Note No.05 of 2018-19 issued vide letter PAG/126-B/Tr. No.110 dated 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 or re-assessments. Hence, Pr. AG 

had instructed the LAPs conducting 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: 

ñAbove 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 conducted under Section 16 of 

the Comptroller and Auditor Generalôs (Duties, Powers & Conditions of 

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 observationsò. 

The Assessing Officer (AO) is required to exercise independent application of 

mind while assessing tax/ determining additional demand for tax.  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 demand notice 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 position may please be kept in view while taking a remedial action on 

the audit observations.ò 
(Authority: Circular No.RSA -II/SAO/Misc/2015-16 dated 02.06.2015) 

(viii)  The acknowledgement 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 inspection report should in 

no case be delayed due to non-receipt of replies to HMs. It is the primary 

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 figures compiled 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 Officer-in-charge 

of AMG-III Hq Section. If any objection has been dropped from the 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 should draft the Inspection Report in the 

manner enumerated below: 

1.11.3 COMMUNICATION OF RESULTS OF AUDIT  

According to Compliance Audit Guidelines-2016 and improving the quality of 

Inspection Report-PPG 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 I ï Introduction - This part may commence with an overview of the audit 

unit and may provide its functional/geographical 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 audit, the sampling procedure 

followed and the audit sample ï including 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 has been conducted 

in accordance with the applicable Auditing Standards of CAG. 

Part II ï Audit findingsïThis part shall contain all findings ï both positive and 

negative findings that pertain to the audit unit and may be arranged in two 

distinct parts - Part IIA and IIB - 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 part ï IIB (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 III ï Follow up on findings outstanding from previous reportsïThis 

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 IVï Best practices ï Any good practices or innovations, if noticed, during 

the course of audit may be mentioned.  

Part V ï Acknowledgementï This part may contain the acknowledgement of 

the extent of audit unitsô cooperation in all matters including production of 

records called for in Audit. It may also contain details 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 respective Branch 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 Accountant 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 auditee(s).  The Office of the Pr. Accountant General 

(Audit-II), Gujarat, Ahmedabad, disclaims any responsibility for any 

misinformation and / or non-information on the part of auditee." 

1.11.4  REVIEW OF OUTSTANDING PARAS OF THE PREVIOUS IRS  

The LAP should make concerted efforts to collect the information/ documents 

called for by the Head quarters section and also to obtain final replies of the 

outstanding paras and submit the results of verification in the verification sheet 
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of LARs with recommendations which 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 AMG ïIII Hqrs (I & II) and indicated in 

Statement óBô of Chapter 2 to 4 for compliance and submission to the AMG-III 

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 of audit to the concerned AMG-III 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 ïIII Hq Section. The Draft LAR 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, follow up of supervision 

by Group Officer, Certificate of Conclusion of Audit, Dialy diary of each 

member of the audit team, A certificate regarding compliance with CAGôs 

Auditing Standards, Code of Ethics, etc. are enclosed in Annexure 06 & 06 (A) 

for ready reference. 

1.12 GRADING OF INSPECTION REPORTS 

As per Compliance Audit Guidelines-2016 and improving the quality of 

Inspection Report-PPG Guidance Note (issued in August 2017), the Local Audit 

Report or Inspection Report submitted by LAP duly vetted at headquarters 

section. Group Officer gives grading to inspection report based on the criteria 

fixed as provided in Statement-07 attached herewith.  
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(Refer Paragraph 1.5.1) 

Methodology adopted for categorising risk parameters 

for State Tax Department 

1. Revenue 

If more than or equal to 1% of Revenue of State Tax of the 

State 

3 

If more than or equal to0.3% but less than 1% of Revenue of 

State Tax of the State 

2 

If less than 0.3% of Revenue of State Tax of the State 1 

 

2. Complaints 

Complaints/Media Reports during last 1 year 3 

Either Complaints or Media Reports during last 1 year 2 

No Complaints/Media Reports during last 1 year 1 

 

3. Budget Proposal 

Budget proposal applicable to the unit 3 

Budget proposal if partially applicable to the unit 2 

Budget proposal if not applicable to the unit 1 

 

4. Manufacturers 

If number of manufacturers are more than equal to 60% of 

registered dealers of the unit 

3 

If number of manufacturers are more than equal to 30% but 

less than 60% of registered dealers of the unit 

2 

If number of manufacturers are  less than  30% of registered 

dealers of the unit 

1 

 

5. 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 

 

6. Reply of IRs during last three years 

If not replied all IRs 3 

If replied 1 out of 3 IRs 2 

If replied all three IRs 1 

 

7. 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 Part 

IIA Paras/FNs 

2 

If less than 2 Part IIA Paras/FNs 1 

 

 

 

 

 

Annexure-01 
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(Refer Paragraph 1.5.2) 

Methodology adopted for categorizing risk parameters  

(for taxes other than State Tax) 

S. No Department Risk parameters Ratin

g 

1. Revenue 

B Sub Registrar 

Offices 

Units with more than 2 percent of total 

revenue of state  

3 

Units with 1percent or more but less than 2 

percent 

2 

Units less than 1 percent 1 

C Dy. Collector 

Stamp Duty 

Valuation 

Offices 

Units with more than 4 percent of total 

revenue of state  

3 

Units with 1 percent or more but less than 4 

percent 

2 

Units less than 1 percent 1 

F Energy & 

Petrochemicals 

There are two HODs, four Audit Units and 18 implementing units 

are under audit jurisdiction of this wing. One HOD (Director of 

Petroleum) is categorized as B class unit. Therefore, One HOD 

and one Audit unit will be taken every year. Hence risk parameter 

is not adopted for this department. 

2 Complaints / Media Reports :- 

B Stamp Duty 

And 

Registration fee 

Complaints and Media Reports during last 1 

year 

3 

Either Complaints or Media Reports during 

last 1 year 

2 

No Either Complaints or Media Reports 

during last 1 year 

1 

C Dy. Collector 

Stamp Duty 

Valuation 

Office  

Complaints and Media Reports during last 1 

year 

3 

Either Complaints or Media Reports during 

last 1 year 

2 

No Either Complaints or Media Reports 

during last 1 year 

1 

F Energy & 

Petrochemicals  

There are two HODs, four Audit Units and 18 

implementing units are under audit jurisdiction of this 

wing. One HOD (Director of Petroleum) is categorized as 

B class unit. Therefore, One HOD and one Audit unit will 

be taken every year. Hence risk parameter is not adopted 

for this department. 

3 Budget Proposal 

B Stamp Duty 

And 

Registration fee 

Budget proposal applicable to unit  3 

Budget proposal if partially applicable to 

unit  

2 

Budget proposal if not applicable to unit  1 

Annexure-02 
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C Dy. Collector 

Stamp Duty 

Valuation 

Office 

Budget proposal applicable to unit  3 

Budget proposal if partially applicable to 

unit  

2 

Budget proposal if not applicable to unit  1 

F Energy & 

Petrochemicals  

There are two HODs, four Audit Units and 18 

implementing units are under audit jurisdiction of this 

wing. One HOD (Director of Petroleum) is categorized as 

B class unit. Therefore, One HOD and one Audit unit will 

be taken every year. Hence risk parameter is not adopted 

for this department 

4 Number of Documents 

B Stamp Duty 

And 

Registration fee 

No. of Documents registered more than 

20000   

3 

No. of Documents registered less than 20000 

but more than 10000 

2 

No. of Documents registered less than 10000  1 

C Dy. Collector 

Stamp Duty 

Valuation 

Office  

No. of Documents registered more than 3000   3 

No. of Documents registered less than 3000 

but more than 1000 

2 

No. of Documents registered less than 1000  1 

F Energy & 

Petrochemicals 

There are two HODs, four Audit Units and 18 

implementing units are under audit jurisdiction of this 

wing. One HOD (Director of Petroleum) is categorized as 

B class unit. Therefore, One HOD and one Audit unit will 

be taken every year. Hence risk parameter is not adopted 

for this department. 

5 Unit Audited in last three years 

B Stamp Duty 

And 

Registration fee 

Unit not audited during last three years 3 

Unit audited once in three years 2 

Unit audited more than once in three years  1 

C Dy. Collector 

Stamp Duty 

Valuation 

Office  

Unit not audited during last three years 3 

Unit audited once in three years 2 

Unit audited more than once in three years  1 

F Energy & 

Petrochemical   

There are two HODs, four Audit Units and 18 

implementing units are under audit jurisdiction of this 

wing. One HOD (Director of Petroleum) is categorized as 

B class unit. Therefore, One HOD and one Audit unit will 

be taken every year. Hence risk parameter is not adopted 

for this department. 

6 Reply of IRs during last three years 

B Stamp Duty 

And 

Registration 

fee 

If first reply not received for all IRs 3 

If first reply received one out of three IRs 2 

If first reply received for three all IRs 1 

C Dy. Collector 

Stamp Duty 

Valuation 

Office  

If f irst reply not received for all IRs 3 

If first reply received one out of three IRs 2 

If first reply received for three all IRs 1 
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F Energy & 

Petrochemical 

There are two HODs, four Audit Units and 18 

implementing units are under audit jurisdiction of this 

wing. One HOD (Director of Petroleum) is 

categorized as B class unit. Therefore, One HOD and 

one Audit unit will be taken every year. Hence risk 

parameter is not adopted for this department. 

7 Part IIA Paras/ FNs issued during last three years   

B Stamp Duty 

And 

Registration 

fee 

If no. of Part IIA Paras / FNs are more than 5 3 

If no. of Part IIA Paras / FNs are less than 5 

but more than 2  

2 

If no. of Part IIA Paras / FNs are less than 2 1 

C Dy. Collector 

Stamp Duty 

Valuation 

Office  

If no. of Part IIA Paras / FNs are more than 5 3 

If no. of Part IIA Paras / FNs are less than 5 

but more than 2  

2 

If no. of Part IIA Paras / FNs are less than 2 1 

F Energy & 

Petrochemical 

There are two HODs, four Audit Units and 18 

implementing units are under audit jurisdiction of this 

wing. One HOD (Director of Petroleum) is 

categorized as B class unit. Therefore, One HOD and 

one Audit unit will be taken every year. Hence risk 

parameter is not adopted for this department. 
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(Refer paragraph no.1.10.7) 

ALLOTMENT OF WEIGHTS ON THE DESIRABILITY 

ACCEPTABILITY MATRIX  

RECEIPT AUDIT REPORTS  

Acceptability 

index/para 

desirability 

index 

Recovered Accepted by 

the 

department/ 

government 

Not accepted by 

the department/ 

government but 

effectively 

rebutted by audit 

No reply 

from 

department 

or 

government 

Non 

compliance 

to laws, rules, 

etc. 

R1 

(1) 

R2 

(0.8) 

R3 

(0.4) 

R4 

(0.2) 

Lacuna in 

law/procedur

e, policy 

- S2 

(0.4) 

S3 

(0.2) 

S4 

(0.15) 

Control 

weaknesses 

T1 

(0.3) 

T2 

(0.2) 

T3 

(0.15) 

T4 

(0.10) 

 

WEIGHTED AGGREGATE OF MO NEY VALUE  

AUDIT REPORT FOR THE YEAR ENDING  

Para 

No. 

Financi

al 

period 

Mone

y 

value 

Premiu

m for 

timeline

ss 

Matri

x 

identit

y 

Matri

x 

Weigh

t 

Weighte

d money 

value 

Contributi

ng office 

(4.2) (2001-

02) 

(50 

lakh) 

(55 lakh) H4 (0.10) (5.5 

lakh) 

 

        

        

 

Signed 

Accountant General/ Pr. Director 

Note-1: Money value of paras pertaining to transactions of preceding two 

years will be enhanced by 10 per cent 

Note-2: Last column needs to be filled up only for the reports for which 

materials is contributed by more than one office. 

Figures in brackets are shown as illustrations. 

Annexure-03 
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PROFORMA 

Bond copy of Audit Report (Revenue Receipts) Government of 

______________ for the year ___________ 

Para-wise Money Value of DPs/Reviews 

(  In Crore) 

Para 

No. 

R1 T1 R2 S2 T2 R3 S3 T3 R4 S4 T4 Total 

             

             

             

             

             

             

 

Chapter-wise Money Value of Paras and Reviews 

Chapter 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 ï GOVERNMENT OF 

____________ FOR THE YEAR __________ 

Sl.

No. 

Category/ 

Reference of the 

paras 

Matrix Matrix 

weight 

Money 

value 

Premium 

for 

timeliness 

Weighte

d money 

value 

(1) (2) (3) (4) (5) (6) (7) 

01. Recovered 

 Non compliance to 

law, rules etc. 

R1 1    

  T1 0.3    

 Total      

02. Accepted by the Department/Government 

 Non compliance to 

law, rules etc. 

R2 0.8    

 Lacuna in law, 

procedure, policy 

S2 0.4    

 Control weaknesses T2 0.2    

 Total      

03. Non accepted by the Department/Government 

 Non compliance to 

law, rules etc. 

R3 0.4    

 Lacuna in law, 

procedure, policy 

S3 0.2    

 Control weaknesses T3 0.15    

 Total      

04. No reply 

 Non compliance to 

law, rules etc. 

R4 0.2    

 Lacuna in law, 

procedure, policy 

S4 0.15    

 Control weaknesses T4 0.10    

 Total      

 Grand Total      

  



48 

 

 

(Refer paragraph no. 1.10.11(iv)) 

DIRECT ACCESS TO PRIVATE SECTOR RECORDS FOR 

AUDIT BY CAG -PROTOCOL 

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

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

discussion for some time. This issue was examined by the Honôble Delhi High 

Court and the Supreme Court of India in the case of access of records of Private 

telecom companies by the CAG. The Honôble Courts recognized that the records 

for private players entrusted with the responsibility of delivering public goods 

and services by utilizing the state owned resources should 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 brought out below: 

JUDGEMENT DATED 6 TH JANUARY 2014 OF THE DELHI HIGH 

COURT 

Applicability of Principle of óRes Communesô ï The doctrine of óres 

Communesô claims that some things are common to mankind ï the air, the water 

etc. Thus, the titles of these resources are vested with 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 revenue as a fiduciary 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 CFI is the 

income of the nation and it comes under Article 266(1) of the Constitution (Para 

No 48). 

JUDGEMENT DATED 17 TH 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 to provide 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 Constitution of India take in ñall revenue receipts by the 

Government of Indiaò and submitted that a combined reading of Sections 13, 16 

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 to the consolidated Fund (Para No 19). 

Annexure-04 
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When nationôs wealth/natural resources, like spectrum, are being dealt with 

either by the Union, State or its instrumentalities or even the private parties, like 

service providers, they are accountable to the people and to the Parliament (Para 

No 37). 

CAGôs examination of the accounts of the Service Providers in a Revenue 

Sharing Contract is extremely important to ascertain whether there is an 

unlawful gain to the Service Provider and an unlawful loss to the Union of India, 

because the revenue generated out of that has to be credited to the Consolidated 

Fund of India (Para No 41). 

The Expression ñto audit all receiptsò doesnôt distinguish the revenue receipts 

and non-revenue receipts (Para No 45). 

Section 13 read along with the Section 16 makes it clear that the expression óto 

audit all transactionsò so also ñaudit of all receiptsò. Payable into Consolidated 

Fund of India would take in not only the accounts of the Union and of the State 

and of any other authority or body as 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 (Para No 45). 

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, by way 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 Spectrum charges, which it is legitimately 

entitled to, by way of revenue sharing (Para No 50). 

CAGôs function is separate and independent and is not familiar to the audit 

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 requirements of accountability. 

In the current scenario, the purpose of audit by CAG of records of private sector 

organizations can be stated as under: 

¶ Providing an independent assurance that the terms and conditions of the 

agreements have been compiled with in letter and spirit. 

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

¶ Ensuring parliamentary oversight. 

An independent assurance by the CAG, as an external auditor, to the 

Government is necessary and different from the roles of executive, the statutory 

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. 

Therefore, 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 on the 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 parties and capacity building. 

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 instrumentalities 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 agreements/ 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 

taken with 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 effectively fulfill his mandate only through audit 

records of the government/public entity which comes under the CAG audit 

purview. HQ would also decide the applicable section of the CAGôs DPC Act 

under which such audit would be conducted deciding in turn the scope of audit. 

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) 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. 

b) In most of the cases it may be possible to get the required information 

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. 

c) In certain cases, it would not be possible to provide assurance that the terms 

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. 

d) In all cases, the materiality and the risk perception need to be given due 

consideration. 
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(Refer paragraph no. 1.11.2(i)) 
 

Format for planning audit procedures 

SI No 

 

Description Details 

1 Name of the Entity  

2 Period of audit  

3 Duration of audit  

4 Have the documents  of the Entity (such 

as the Financial budgets/ Outcome 

budgets/ Result Framework 

Documents/ Annual Report/ New 

Policies and changes in policy, previous 

Inspection Reports/ Performance Audits 

Reports conducted earlier etc) been desk 

reviewed 

 

5 Have documents and data from 

secondary sources (such as Reports of 

the State and Union Governments and of 

various Commissions/I Census data/ 

Statistics put ·out by Government/ 

NSSO data/ digitized data available in 

data.gov.in, VLC data, Beneficiary data 

(if applicable) etc, and other sources like 

media reports, research reports, 

academic reports etc) been desk 

reviewed 

 

6 Potential risk/ focus are as that emerge 

of the review conducted as at (4) and (5) 

above. 

 

7 List the Audit Objectives that are 

intended to be pursued both on 

regularity and propriety aspects 

 

8 Summarize the planned scope of audit  

9 Audit procedures that are intended to be 

applied (review of records, physical 

verification, joint inspections, external 

evidence collection etc) 

 

10 Broad Assignment Plan for each party 

member 

 

11 Other remarks 
 

 

 

 

Senior Audit Officer /Audit Officer 

Group Officer 

Annexure-05 
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(Refer paragraph no.1.11.5) 

TITLE SHEET 

(TO BE SUBMITTED ALONG WIT H DRAFT INSPECTION REPORT) 

I. PART A (Summary of audit results)  

1 Name of the organization audited  

2 Name of party personnel  

(i) Sr. Audit Officer/ Audit Officer'  

(ii) Asst. Audit Officer/ Supervisor  

(iii) Senior Auditor/ Auditor  

3 Period of audit  

4 Dates of commencement and completion of audit 

(Extension of time, if any, granted may be separately 

indicated) 

 

5 Whether Entry Conference was held with the Audited 

Entity? If yes, enclose Minutes/ Record of discussions.  If 

no, provide reasons 

 

6 Number of potential paras (drawing reference to para 

nos) 

included in Part-IIA of the Inspection Report 

 

7 Number of paras (drawing reference to para nos)relating 

to fraud or misappropriation, presumptive  fraud and 

leakage of revenue etc 

 

8 Paras relating to persistent irregularities etc that need to 

be brought to the notice of HOD through Management 

Letter. 

 

9 Briefly mention the challenges faced during audit (non- 

production of records, manpower or resource 

constraints, scope limitation etc) and how they were 

addressed  during the course of audit  

 

10 Suggestions for overcoming  such challenges  in future 

audits 

 

 

11 Whether Exit Conference was held and draft Inspection 
Report discussed with the Head/ Nodal Officer of the 
Audited Entity. If no reasons may be indicated. 

Minutes as per Statement 

A to be enclosed. 

12 Date of submission of Draft Inspection Report and all 

working papers to Hqrs. (may be submitted within a 

period of 7 working days from the date of conclusion of 

audit) 

 

13 Reasons for delay in submission of draft IR etc. to Hqrs 

with reference to the allotted time period, if any. 
 

14 General remarks, if any  

II.  Part B (Details of Audit Process followed)  

1 Whether the allocation of duties amongst each member 

of the Audit Team (SAO/AO/AAO/Sr. Auditor/ 

Auditor) was prepared in line with the planned broad 

assignment plan and acknowledged by the respective 

party members? If no reasons and justification may be 

provided. 

Allocation  of duties as per 

Statement B to be 

enclosed 

Annexure-06 
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2 Sampling methodology adopted (Use as many rows as 

needed) 

List of files/ vouchers/ 

other documents reviewed 

maybe enclosed 

 Sl. 

 

No.  

Section/Wing 

being audited  

Nature of 

document  

No Selected 

for review  

Percentage 

of selection  

Sample 

method 

adopted 

  Purchase/Works/ 

Establishment etc 

Files/ 

Vouchers etc. 

(Indicate 

actual 

number 

selected) 

(Indicate 

percentage 

for each 

category)  

Random/ 

Stratified/ 

Judgmental 

etc.  

       

3 Whether focus areas identified and procedures applied 

were as planned (with reference to the plan as approved 

by Group Officer before commencing the audit)? If no, 

reasons and justifi cation may be provided. 

 

 

 

 

4 Whether all issues marked for examination by Group 

Officer on supervision/ Hqrs section have been 

addressed?  

Compliance to Group officer 
comments on supervision to 
be enclosed as per Statement 
C. 

5 Whether all work assigned as per allocation of duties 

was completed? If no, provide whether the reasons and 

justification are provided. 

Certificate as per 
Statement D to been 
closed. 

6 Briefly indicate the potential focus  areas for next audit  

7 Whether daily diaries indicating the documents/ 

records team members of the Audit Team have been 

and enclosed?  

Daily Dairy as per 
Statement E to be enclosed 
for each member  

8 Whether a certificate of obtaining sufficient and 

appropriate evidence (key documents) for the audit 

observations included in the Draft Inspection Report has 

been provided? 

Certificate as per 
Statement F to be enclosed  

9 Whether the key documents have been referenced in the 

para and the source of evidence has been provided as 

footnotes?  

 

10 Please indicate the position of outstanding paras of 

previous inspection Reports as under.  

 

Period of Inspection 

Reports  

No of paras 

outstanding 

(opening)  

No. of paras 

outstanding 

(closing) 

Reasons for the paras 

remaining outstanding  

1 2 3 4 

    

11 Whether a certificate that the audit was conducted in 

accordance with the CAG's Auditing Standards 2017 

has been provided? 

Certificate  as per Statement F 

to been closed 

12 Whether a certificate that the audit party has complied 

the with Audit Quality Frame work and Code of Ethics 

has been provided? 

Certificate as per Statement  F to 

be enclosed  

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 Ministryôs side  

 

From Audit side  

 

 

 

 

 

 

 

 

 

 

(Note:- The minor and procedural irregularities which were noticed during 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 Test Audit Note). 

The audit observations were discussed in detail and necessary clarifications, 

wherever 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 may be furnished on 

priority. In response, the Ministry assured to send the replies at the earliest 

possible. 

The meeting ended with vote of thanks. 

 

 

(Signature) 

 

(Name & Designation) 

From Ministryôs side  

 

 

 

 

(Signature)  

 

(Name & Designation)  

From Ministryôs side  
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Statement B 

Proforma for Duty list of each member of the Audit Team 

Duties assigned  Noted and signed 

(Acknowledgement) 

SAO/AO : Name 

1. 

 

 

AAO/Supervisor :Name 

 1. 

2. 

 

Sr. Auditor/Auditor : Name 

1. 
2. 

 

 

 

Statement C 

 

Follow up of supervision by the Group Officer 

Name of the 
Audited Entity  
 

Date of 
Supervision 

Comments/Queries of 
the Group Officer  

Action taken by the 
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 observations based on audit scrutiny, have been issued. 

Sl. 

No.  

Brief particulars of  the issues which could 

not be seen in audit  

Reasons there for (non 

availability of records, time 

constraints, shortage of 

manpower, other 

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, records 

seen and examined etc 

 

  

 

  

 

  

 

 

(Signature)  

(Name of the Officer 

& Designation) 

 

 

Statement F 

Certificate 

It is certified that: 

a) Sufficient 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) That the 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 'A')  

Statement-06 (A) (Refer paragraph no.1.11.5) 

1. Name of the:   

 ¶ Company/ Corporation whose 

Accounts are being Audited 

 

 ¶ Holding Company of the Company/ 

Corporation 

 

 ¶ Subsidiary of the Company/ 

Corporation 

 

 ¶ Associate of the Company/ Corporation  

 Whether the Company is a Dormant 

Company under section 455 of the 

Companies Act, 2013  

 

2. Name of the authority having right to 

appoint majority of Directors or to control 

the Management or policy decision of the 

Company/ Corporation. 

 

3. Names of party personnel with dates   

 (i) Supervisory Officer  

 (ii)  Assistant Audit Officer/ 

Supervisor 

 

 (iii)  Sr. Auditor/ Auditor  

 (iv) Consultant/ contractual 

appointment 

 

4. Year of financial statements  

5. Month selected for detailed review of cash 

book 

 

6. Date of: (To be filled by PAG/ AG HQôs 

Office) 

 

 i. approval of consolidated/ financial 

statements bythe Board of Directors. 

 

 ii. the Audit Report 

(Applicable where a separate Statutory 

Auditor is appointed) 

 

 iii.  receipt of certified accounts along 

with Auditors Report; and  

 

 iv. receipt of compliance to directions 

under section 143 (5) of the 

Companies Act, 2013 

 

 v. commencement of conducting audit 

andduration of audit (in working 

days) 

 

 ¶ Details of extension sought, if any; 

and  

¶ number of days for which extension 

is granted. (in working days) 

 

7. Provisional Comments (To be filled by PAG/ AG HQôs Office) 

7. (i) Date of issue of draft comments to:  

 i. Statutory Auditor  

 ii. Company  
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7. (ii) Date of receiving replies of draft 

comments from: 

 

 i. Statutory Auditor  

 ii. Management of the Company  

7. (iii) Date of sending draft comments to CAG 

office 

 

8. Date of Annual General Meeting in which 

the accounts for the previous year were 

adopted 

 

9. Did the Audit Committee have a 

discussion with Auditor and had reviewed 

the financial statements before their 

submission to the Board of Directors. 

 

10. Whether the Statutory Auditors attended, 

the meetings convened for planning and 

finalisation for audit of accounts. If not 

details of the meetings not attended.  

(To be filled by PAG/ AG HQôs office) 

 

11. Whether the Management/ Statutory 

Auditors have replied to all audit 

enquiries? If not, whether it has been 

brought to the personal attention of Chief 

Executive? 

 

12. Whether all records/ information required 

by Audit Team was made available. If not, 

the details of records not produced to 

Audit may be given. 

 

(PART 'B') 

I  Review of Statutory Auditors Report 

1. Whether all the statutory assertions 

specified in sections 143 (2) and (3) of the 

Companies Act, 2013 have been stated in 

the Report. 

 

2. Whether the requirements of SA 700 have 

been fulfilled as regards the form and 

content of the Report  

(A check list is enclosed as Annexure-I ) 

 

3. Whether the Report includes the required 

statements on all matters specified in 

CARO 2003/ Companies (Auditor's Report) 

Order, 2015. Whether the following 

requirements of CARO 2003/ CARO 2015 

have been complied with 

(CARO 2003 is applicable up to the 

accounts finalized for financial year 2013-

14 only) 

 

 i) If the auditor is unable to report on any 

of the matters, whether the fact has been 

indicated along with reasons. 

 

 ii)  Whether the assessment made by 

statutory Auditor on the adequacy of 

internal control system is consistent 

with other observation of the Auditors. 
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 iii)  Whether the report of auditor on 

maintenance of proper books of 

accounts under law is correct and 

verified.1 

 

 iv) Whether the company has disclosed the 

impact, if any, of pending litigations on 

its financial position in its financial 

statement. 

 

 v) whether the company has made 

provision, as required under any law or 

accounting standards, for material 

foreseeable losses, if any, on long term 

contracts including derivative 

contracts; 

 

 vi) Whether there has been any delay in 

transferring amounts, required to be 

transferred, to the Investor Education 

and Protection Fund by the Company. 

 

4. Qualifications in Auditorôs Report 

Whether the requirements of Section 143(4) 

and Statement on Qualifications in 

Auditorôs Report as indicated below have 

been complied with. 

 

 i. Has the auditor stated the full 

information about the subject matter of 

qualification? 

 

 ii. Has the auditor stated the reasons for 

the qualification? 
 

 iii.  Has the auditor stated all the 

qualifications in their report itself and 

without referring to a report made in 

earlier years? 

 

 iv. If any note to accounts is a subject 

matter of qualification, whether the 

auditor has stated the full subject matter 

of the note in his qualification, instead 

of referring to the note. 

 

 v. Whether the auditor has stated, 

wherever possible, the effect of 

individual qualification and total effect 

of all qualifications and total effect of 

all the qualifications on profit or loss or 

state of affairs. 

 

 vi. If it is not possible to quantify the effect 

of qualifications accurately, whether 

the auditor has stated the effect based 

on estimates made by the management, 

after indicating the fact that the figures 

were based on management estimates. 

 

                                                           
1 The purpose of this item is to verify the audit observations relating to non-maintenance of 

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 in this aspect, only 

these observations need to be examined and not all therecords. 
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5. Whether the auditor has furnished the report 

U/ s 143 (5) along with Auditorôs report U/ 

s 143 (2). If not, the date of receipt of report 

u/ s 143 (5) may be mentioned. 

 

6. Has the auditor complied with all directions 

issued and sub directions issued U/ s 143 

(5)? 

 

7. Whether Statutory Auditor has shared his 

working papers with the Audit Team as and 

when asked for. 

 

8. Whether the opinions expressed by the 

auditors on the financial statements is fair 

keeping in view their qualifications. 

 

9. If the auditor has revised his Audit Report, 

Whether the same is in accordance with 

óGuidance Note on Revisions of Auditorôs 

Reportô 

 

10. Whether Statutory Auditors has issued any 

communication to those Charged with 

Governance under SA 260? If yes, whether 

the same has been reviewed2. 

 

11. Is there any material evidence regarding 

non-compliance with any Standard of 

Auditing by the Auditor3 

 

II  Review of Financial Statement 

 Whether the following have been 

verified? 

 

1. Whether the Balance Sheet and statement of 

Profit and Loss have been prepared in the 

forms set out in Schedule III- Part I and Part 

II of the Companies Act, 2013 respectively. 

 

2. Whether financial statements including 

consolidated financial statements, if any, 

have been approved by Board of Directors 

and authenticated as required under Section 

134 (1) of the Companies Act, 2013. 

 

3. Whether all significant accounting policies 

have been disclosed4 and form part of the 

financial statement 

 

4. Whether any accounting policy is vague 

leaving scope for misinterpretation or is 

against the provisions of Accounting 

Standards/ relevant laws. 

 

                                                           
2 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 be helpful in deciding the scope and extent of supplementary audit. 
3 To be reported only on exception basis if some convincing evidence indicating material 

non-compliance of SA are noticed during the normal course of Supplementary audit. 
4 List of the areas where the entity should frame accounting policy as given in AS-1, can 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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5. If there is a change in accounting policy, 

which has a material effect The amount by 

which financial statements is affected 

should be disclosed as such in one place 

otherwise the reasons for non-disclosure 

should be indicated.  

 

6. Whether auditor have signed their report 

only after adoption of previous years 

accounts in AGM as required in Companies 

Act, 2013 and letter of appointment of 

Auditor. 

 

7. Whether unusual transactions have been 

dealt with in accounts properly. If not, has 

the auditor given significant comments on 

it? 

 

8. Whether depreciation has been charged as 

required by section 123 considering the 

useful lives to compute depreciation as 

stipulated in Schedule II. Where the 

Company adopts useful and residual life 

different from the limits specified in Part óCô 

of Schedule II it has been disclosed with 

justification in financial statements. 

 

9. The useful and residual life of any specific 

asset notified for accounting purpose by a 

Regulatory Authority constituted under any 

special Act of parliament shall be applied for 

calculating depreciation to comply with 

requirement under section 123 of the 

Companies Act, 2013. 

 

10. Whether test checks revealed that SA 250 

regarding due consideration of laws and 

regulations followed by the Auditor is 

adequately reported? 

 

11. Whether the Company is liable to make 

provision for Corporate Social 

Responsibility (CSR) as required by section 

135 of the Companies Act, 2013, if so, 

whether provision has been made for 

notified activities of CSR. 

 

III  Compliance with Accounting Standards 

1. Whether the financial statements complied 

with Accounting Standard as required in 

Section 133 of the Companies Act, 2013 

read with Rule 7(2) of the Companies 

(Accounts) Rules, 2014. 

 

2. Cases of non-compliance if noticed during 

test check.  

(A checklist is enclosed as Annexure-II ) 

 

3. i. Whether the Company has made 

disclosures as required in Section 129 (5) 

of the Companies Act, 2013. 

 

 ii. If not, whether the Statutory Auditor has 

stated the non-compliance in their report. 
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IV  Compliance with Assurances: 

 Whether the Company has complied with all 

the assurances given to Audit in the previous 

year (s) 

 

V Compliance with requirement of Regulatory Authorities relating to 

preparation and presentation of financial statement/ accounts 

Whether the requirements of any, regulatory 

authorities viz., SEBI, IRDA, RBI, BPE, NHB and 

Administrative Ministry etc, with regard to 

financial reporting been complied with by the 

Company? If not, indicate whether specific non-

compliance has been pointed out. 

 

VI  Recommendations of Supervisory Officer 

1. Whether any change in time allotted is 

necessary for future audit? 
 

2. Details of areas to be focused in compliance 

audit? 
 

3. Constraints faced, if any, in conducting the 

audit of accounts of the Company/ 

Corporation 

 

4. Other recommendations/ remarks.  
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Part C 

(The matters included in this part are not exhaustive PAG may include other 

matters according to their requirement) 

1. Whether all the points indicated in the register of important 

points marked for verification in the accounts audit by the 

ES-1 section have been reviewed and action taken. 

 

2. Whether list of audit points, which may have some audit 

value for other LAPs been attached. 
 

3. Whether the Statutory Auditorsô report and the audited 

accounts of units not selected for audit been reviewed. 
 

4. Whether the contribution statement with money value and 

name of the LAP official has been attached. 
 

5. A statement of allocation of duty amongst the party 

members may be attached duly signed by all members of 

the audit party accepting the duty assigned to him/ her and 

a certificate that the duty assigned was completed. 

 

6. A copy of declaration regarding adherence to the code of 

ethics of Comptroller and Auditor General of India 

separately signed by the LAP officials in duplicate, giving 

one copy to head of audited entity prior to commencement 

of audit. 

 

7. A certificate regarding investment by State Government in 

form of equity/ capital contribution may be attached as per 

Annexure-III  

 

8. Whether a separate file containing the documents to be 

collected as per Annexure-IV  attached with signature of 

officials that have verified the items mentioned in working 

sheet. 

 

9. whether all the information required in the proforma on 

performance of auditors of Government Companies and 

Corporations has been obtained and incorporated in the 

attached Annexure-V. 

 

Submitted to Dy. Accountant General (AMG-II1)) 

Camp: Signature of AO  

Date: AMG  II1/  Party 

No._____ 

Certificate of completion of allocated duty by LAP officials 

Sl. 

No. 

Name Details of Work Signature 

    

    

    

 

Audit Officer /AMG  II1 P.No.____ 
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(Continuation of Annexure-06 (A)) 

Check list to ensure compliance of Standard on Auditing 700 

Sl. 

No. 

Particulars Compliance 

 Whether the audit report contains the 

following basic elements: 
 

 ¶ Title  

 ¶ Addressee  

 ¶ Opening paragraph  

 ¶ Scope of Paragraph  

 ¶ Opinion paragraph  

 ¶ Date of Report  

 ¶ Place of Signature  

 ¶ Auditorôs signature  

 Whether the type of report to be issued 

based on audit has been decided, if yes, 

whether it is properly drafted considering 

the type of report- 

 

 Qualified  

 Disclaimer  

 Adverse  

 Whether the membership number is 

mentioned of the member signing the 

report 

 

  

Statement-(a) 
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(Continuation of Annexure-06 (A)) 

 

 

CERTIFICATE  
 

The figures of Investment of .      Lakh made by the State Government in the 

form of equity share capital/ capital contribution and shown in the accounts for 

the period fromééééééé.. to ééééééééééé 

oféééééééééééééééé. is verified with respect to the 

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/ issue of shares 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 documents (as the LAP may deem fit to cross-check the 

correctness of the figures of investment shown in the account of the 

PSU)                                                         

 

 

 

 

Audit Officer (I)  

AMG -II1 Party 

No.____ 

 

 

 

 

 

 

 

 

Statement-(b) 
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(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 

1 Balance Sheet grouping    

2 Trial Balance   

3 Statement of fixed assets showing details of assets 

under each category of the fixed assets schedule, along 

with opening balance additions, transfer/ sale and 

closing balance, of the gross block and opening 

balance, addition, reduction and closing balance of 

depreciation. The statement should be certified to have 

been checked and verified. 

  

4 Statement of CWIP/ Project under execution showing 

opening balance, addition, transfer and closing balance, 

with project wise details. Certificate to the effect that 

the same has been verified 

  

5 Statement showing details of investments, opening 

balance, additions, sale and closing balance. The 

investments should be classified as quoted and un 

quoted and their market value should also be shown. A 

certificate that the statement of investments has been 

verified and found correct.  

  

6 Statement showing closing stock valuation (RM, WIP 

and finished goods) and a certificate that the same is as 

per declared policy and as per records.  

  

7 Statement showing list of scrap and obsolete items with 

date from which lying as scrap or obsolete. 

  

8 Statement showing age wise analysis of debtors and 

certificate that balances are as per ledger and whether 

confirmed/ not  confirmed by debtors   

  

Statement-(c) 
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Sl. 

No

. 

Particulars Page 

No. of 

file 

where 

kept 

Signature 

of official 

that has 

checked the 

item 

9 Policy of Bad debt provisioning and certificate that 

provisioning  has been made as per policy   

  

10 Bankôs Confirmation of bank balances both for current 

accounts and fixed deposit accounts, along with bank 

reconciliation statements for difference with cash book  

  

11 Statement showing interest accrued and due  calculation 

on fixed deposits  

  

12 In respect of loans and advances similar statement as in 

the case of sundry debtors  

  

13 In case of increase in paid-up share capital. Board 

Resolution allotting shares  

  

14 Statement showing party wise details of secured and 

unsecured Loans with certificate that balances has been 

verified with ledger balances. 

  

15 Interest accrued and due calculation statement on the 

above Loans 

  

16 Project wise statement of grant/ subsidy showing 

opening balance, receipt, expenditure and closing 

balance. A certificate that the statement has been 

verified with ledger accounts. 

  

17 Statement showing deferred tax calculation as 

incorporated in accounts, along with supporting 

document.  

  

18 Party wise balances of sundry creditors with certificate 

that same has been verified with ledger accounts  

  

19 Statement showing provision  for outstanding expenses      

20 Statement showing  provision for taxation    

21 Statement showing  provision  for employees benefits    

    

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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(Refer paragraph no.1.33.7) 
Grading of Inspection Reports 

 

Sl. 

No 

Process 

Parameter 

Allocate

d Score 

Scoring methodology Actual 

Score 

1 Planning 30   

1(a) Desk review- Understanding the auditable entity  

 Review of 

guard file, 

data analysis 

and 

understanding 

internal 

controls. This 

should 

comprise 

review of both 

internal 

documents 

and external 

applicable 

data bases/ 

data. 

10 

 

 

 

 

 

5 

 

 

 

 

 

 

 

5 

This has two dimensions.  

 

Review of internal documents (Max 

score- 5): A comprehensive review of the 

entire range of available documents would 

yield the maximum score of 5 and a 

limited/restricted review would have to be 

correspondingly scored lower than 5. 

Review of internal documents include 

budgets-financial and outcome, 

rules/regulations, past audit findings etc.  

 

Review of relevant external data bases 

(Max score- 5):A comprehensive review of 

the entire range of available data/data 

sets/reports would yield the maximum score 

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 

of potential 

risk / focus 

areas 

10 

 

 

 

5 

 

 

5 

 

 

This has two dimensions.  

 

Focus areas from past audits (Max score- 

5): Identification of persistent irregularities, 

systemic issues emerging from past audit 

findings would be scored based on the range 

of areas identified up to a maximum of 5. 

New focus areas (Max score- 5): 

Identification of any new focus area(s) 

would yield a score of 5.  

 

1(b) Determination 

of scope of 

audit and 

Audit 

Objectives 

05 Determining the scope and audit objectives 

duly approved by the Group Officer (as per 

the prescribed template) prior to 

commencement of audit would fetch a score 

of 5. Not doing so would yield a score of 

zero.  

 

 Deciding the 

assignment 

plan for team 

members, 

audit 

procedures 

and 

preparation of 

audit design 

matrix if 

applicable  

05 Deciding the assignment plan and broad 

audit procedure duly approved by the Group 

Officer (as per the envisaged template) prior 

to commencement of audit would fetch a 

score 5. Not doing so would yield a score of 

zero.  

 

Statement-07 
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2 Conducting 

the audit 

45   

2 (a) Findings and evidence  

 Extent of 

findings 

from 

identified 

risk/focus 

areas 

25 

 

 

 

 

 

 

 

 

25 

 

 

 

 

 

 

 

 

 

 

 

15 

 

 

 

 

 

 

 

 

 

 

 

5 

The score against this parameter would have 

to be determined on the basis of the 

percentage/rate of conversion of risk/focus 

areas identified (as at 1 (a) above) into 

findings in the Inspection Report. The 

specific findings from other than focus areas 

included in the Inspection Report would 

also be considered.  

 

(A) Clear cases of overpayments/ wasteful 

or infructuous expenditure /leakage of 

revenue/ revenue foregone or short 

collected/ frauds or presumptive 

frauds/losses /non-compliance with laws or 

rules/ violation of contractual obligations/ 

undue favour to contractors/ service 

providers (scoring to be based on proportion 

of such paras to total paras in IR eg if all 

paras in the IR fall in this category it would 

fetch full score of 25. If 60% of the paras 

fall in this category, it would fetch a score 

of 15 i.e 60% of 25) ï (Max score 25) 

(B) Clear cases of idle investments/blocking 

of funds/delays in procurements, 

commissioning of equipment, project 

execution and diversion or mis-utilisation of 

funds (scoring to be based on proportion of 

such paras to total paras in IR eg if all paras 

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 15. 

If 20% of the paras fall in this category, it 

would fetch a score of 3 i.e 20% of 15) ï 

(Max score 15) 

(C) Procedural issues either not involving 

financial implications or having financial 

implications lower than materiality (scoring 

based on proportion of such paras in IR eg if 

all paras in the IR fall in this category 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 05) ï (Max score -5) 

In case of óNILô Inspection Reports, the 

conduct of audit has to be evaluated against 

the nature of the audited entity (high risk/ 

medium risk/low risk) focus areas that have 

been pursued against applicable audit 

criteria. The scoring would be based on 

proportion of focus areas that were pursued 

vis-à-vis that were identified during 

planning stage and compliance to the 

envisaged audit process (if all areas were 

satisfactory pursued against applicable audit 

criteria and the audit process was followed it 

would yield a full score of 25 else the score 

would have to be proportionately reduced) 
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 Extent of 

sufficient and 

appropriate 

Evidence 

(Key 

documents) 

obtained and 

evaluated. 

10 Part II A - (Max Score -8): The score 

against this parameter would have to be 

determined on the basis of the percentage of 

paras in the Inspection Report for which 

sufficient and appropriate evidence have 

been obtained and evaluated. (e.g. If the IR 

has 20 Part II A paras and full set of KDs 

(evidence) have been obtained for only 14 

paras (70% of paras), this parameter would 

fetch a score of 5.6 (70% of the maximum 

allocated score of 8) 

Part II B ï (Max Score -2):The score 

against this parameter would be on similar 

basis as envisaged for Part II A paras above.  

 

2(b) Documentation   

 Preparation of 

Audit file and 

documentation 

of Working 

papers ï

Extent of field 

work done- 

10 Preparation of Audit file comprehensively 

as envisaged in Compliance Auditing 

Guidelines and containing the audit 

strategy, scope and methodology, sample 

selection, audit procedures applied, Audit 

Design and Audit Findings matrices (where 

applicable) etc and documenting the 

working papers comprehensively as 

envisaged in Compliance Auditing 

Guidelines and detailing the extent of work 

done, contracts/agreements examined etc 

would yield the full score of 10. The score 

against this parameter would have to be 

proportionately reduced based on the extent 

of gaps in documentation observed during 

the process vetting the IR. This is applicable 

for NIL IRs also. 

 

3 Reporting  25   

3(a) Drafting and presentation  

 Drafting 

quality  

05 The score against this parameter would 

have to be determined on the basis of extent 

of revision that was necessary while vetting 

the IR. This is not applicable for NIL IRs 

 

 Appropriate 

classification 

of paras into 

Part ïII A and 

Part ïII B. 

05 The score against this parameter would 

have to be determined on the basis of the 

proportion of paras that were incorrectly 

classified to the total paras. (eg if two out of 

six paras in the IR were incorrectly 

classified (which had to be rectified during 

vetting process) ie. 30% incorrectly 

classified and 70% correctly classified, the 

(70% of the total score). This is not 

applicable for NIL IRs.  

 

 Mortality of 

paras  

05 The score against this parameter would be 

determined on the basis of percentage of 

paras retained (number of paras wrt total 

paras in Draft IR) during the vetting process. 

i.e. if 80% of the paras have been retained, 

the score to be awarded would be 4 (80% of 

the total score). This is not applicable for 

NIL IRs.  
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IR Grading  

 

 

 

 

 

 

 

 

 

     

3(b) Timeliness    

 Submission of 

Draft IR 

05 Dispatch of Draft IT/ emailing the Draft IR 

promptly (7 days) would yield the full score 

of 5, which would be proportionately 

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 IR also  

 

 Issue of IR  05 Issue of IR promptly within the specified 

time (30 days) would yield the full score of 

5, which would be proportionately reduced 

for delays as under: 

Delay upto five days:  4 

Delay upto one week: 3 

Delay of 10 days: 2 

Delay of two weeks: 1 

Delay > two weeks: 0 

This would apply to NIL IR also 

 

 Total  100   

Score of 

IR 

Less 

than 25 

26-30 31-35 36-40 41-45 46-50 51-60 61-70 71-80 81-90 91-100 

IR Grade 0 1 2 3 4 5 6 7 8 9 10 
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2. FINANCE DEPARTMENT  

2.1.1 INTRODUCTION   

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 governance at the helm of Industrialization and development. 

It works within an efficient Organizational Structure managing economic 

affairsā revenue, expenditureā taxesā Fundsā budget planning and various 

financial works. Subjects like Ways and Meansā Open Market Borrowing/Loan 

and Sinking Depreciation Fund is monitored by RBI. It has various other 

branches for Budgetā Govt. Loans, Public Undertakingsā Establishments and 

other service related work. 

2.1.2 ORGANISATIONAL SETUP  

The State Finance Minister is in charge of the Finance department at the 

Ministerial level who is assisted 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 Enterprises). The various sub-

offices/branches under these three have been indicated in the following flow 

Chart. 

 

CHAPTER 2 (Part-A) 
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. 

2.1.3 HEAD OF DEPARTMENT (HO D) 

Following Heads of Department are functioning under Finance Department:  

ü Chief Commissioner of State Tax 

ü Director Accounts & Treasury 

ü Director of Pension Provident Fund 

ü Registrar of Sale Tax Tribunal   

ü Director of Examiner, Local Fund 

ü Director of Insurance 

 

The brief functions of the above Departments, except State Tax Department 

which is mentioned separately in Part B of this Chapter, is mentioned below: 

 

2.1.4 DIRECTOR 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 DAT. DAT mainly 

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:  

ü Timely payment of Government claims. 

ü Timely credits of Government dues / collection / taxes. 

ü Compilation of Government Accounts i.e. Receipts and Payments. 

ü Submission of Accounts to Accountant General. 

ü Safe custody of valuable and sale of stamps to licenced stamp 

vendors/public. 

ü Pension Payments 

ü Accountings of Public Deposits and implementation of Letter of Credit 

System introduced for cheque system of Roads and Building, Irrigation 

and Forest Department. 

ü Inspection of Treasuries and Sub Treasuries. 
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2.1.4.1 AUDIT   

Audit of Directorate of Accounts & Treasuries is conducted under Section 13 

of CAGôs DPC Act, 1972 by the Audit Management Group (AMGïIII) of the 

Principal Accountant General (Audit-II), Ahmedabad and inspection/audit of 

treasuries is conducted by the Accountant General (A&E), Rajkot.  

2.1.4.2 ORGANISATIONAL STRUCTURE:  

 Directorate of Accounts and Treasuries (DAT) is headed by the Director, of 

Accounts and Treasuries, Gandhinagar and assisted by the District Treasury 

Officers, Pay and Accounts officers, Pension and Payment Officers, E-Payment 

and Accounts Officers at field/ District level and sub-treasury officers at Taluka 

level.  

2.1.4.3.  PAY & ACCOUNTS OFFICE  

Pay and Accounts Office is responsible for making the payments and also for 

the maintenance of accounts of the transactions pertaining to the following four 

groups of offices of the State Government (1) Secretariat Department (2) 

Governorôs Establishment (3) Legislature and (4) State Level Heads of the 

Departments located at Ahmedabad. The 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 pre-audit is conducted by such check, it is 

considered to have been applied as a departmental measure. Consistent with the 

distinctive functions of this office, it is divided into several branches- 

(i) Service Record Branch  

(ii)  IRLA Branch (Individual Running Ledger Account)  

(iii)  Gazetted Audit Branch  

(iv) Departmental Audit Branch  

(v) State Accounts Branch (submits compiled accounts to the Accountant 

General, Gujarat, Rajkot & Ahmedabad).  

(vi) Cash and Cheque Branch  

(vii)  Establishment, Control and Record Branch 

 

2.1.5 DIRECTOR OF PENSION AND PROVIDENT FUND    

Introduction  

Government established Directorate of Pension and Provident Fund vide the 

Finance Departmentôs Resolution No. DPP/ 4887/ 455(2)/ P-1 dated the 21 

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 Provident Fund 

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 Department under Finance Department vide Finance Departmentôs 

Resolution No. DPP/ 1187/ 521/ P-1 dated the 24 September 1987. This is a 

State level office and has no subordinate office at the district or taluka level and 

considering the nature of functions.  
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2.1.5.1 FUNCTIONS   

The main functions of the Directorate of Pension and Provident Fund are:  

The office deals with the authorisation of pension cases of State Government, 

Grant in Aid, Non-Government Schools, College, Universities, Panchayat 

employees (Retiring on or after 01.06.2016 in case of Panchayat Employees) 

and Rojamdars & Kotwals. Also, maintain General Provident Fund (GPF) 

Accounts for Class IV, Rojamdar and Work charged employees, accounts of 

House Building Allowance (HBA)/ Motor Car Advance (MCA) and New 

Pension Scheme.  

Pension is a right and is not covered under the provisions of the Section 10 (1) 

of the CAGôs (DPC) Act, 1971. The State Government, with a view to expedite 

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 

Finance Departmentôs Government Resolution No. DPP/4887/453(1)/ P-1 dated 

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 authority. Pension of the Class IV employees has been assigned to 

the Assistant Examiner of the District concerned vide Finance Departmentôs 

Resolution No. Misc. / 2000/ D/ 903/ P dated 16 March 2001. The work relating 

to authorization of the pension of the daily wage workers, kotwals, Class-IV 

employees of Grant-in-Aid institutions is dealt by the Directorate of Pension 

and Provident Fund (mentioned in this office Circular No.DPP/ LM/ Class IV/ 

804/ 312 dated 27 March 2001).  

The road map for pension cases is defined as follows:  
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Assessment of Pension Liabilities:  

The State Government, vide Finance Departmentôs Resolution No. PNL/ 2003/ 

GOI/ 7/ P dated 27 July 2005, initiated a project in consultation with the World 

Bank, New Delhi, under the instructions of the Central 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 

benefits or grants relating thereto is paid by the State Government and details 

of all the pensioners or  family pensioners whose pension expenditure is 

incurred by the Government of Gujarat. The details collected under this project 

is used for assessment of retirement benefits with reference to the prevailing 

pension scheme and the it is reviewed on regular interval.  

The pension, gratuity, and family pension of the following Government 

employees are regulated by the Directorate. 

 

i. All the Class-I, II, III 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 employees entitled 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 Non-government High Schools.  

vii.  Employees/ Officers of the non-government Higher Secondary Schools.  

viii.  Employees/ Officers of the Universities and recognized Colleges thereof 

availing Government grant. 

ix. Class of Non-teaching employees/ Officers of the recognized colleges 

availing grant-in-aid.  

x. Employees/ Officers of the recognized physical education colleges 

availing Government grant. 

xi. Employees/ Officers of the recognized non-government teaching 

colleges.  

xii. Employees/ Officers of the recognized non-government Gujarat Basic 

Training Course, Colleges availing government grant.  

xiii.  Employees/Officers of Gujarat State Social 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.  

 

2.1.5.2 PAYMENT 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 India approved a list of public sector banks for 

disbursal of pension. The overall supervision and co-ordination of this work at 

the district level is carried out by the nominated branches of the approved public 

Sector Banks designated as Link Branch.  

 

The authority issuing the Pension Payment Order indicates in it 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 concerned, both the 

halves of the Pension Payment Order to the Branch of the Public Sector Bank 

through the link branch of the Bank. The paying Bank will credit the pensioner's 

individual savings/current account, with pension including dearness relief 

sanctioned by Government of India from 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:  

(i) Income Tax is deducted at source wherever required and certificate of 

tax deduction issued in April each year.  

(ii)  In case of the death of the pensioner, payment is made only up to and 

including the day of death of the pensioner.  

(iii)  Payment of lifetime arrears of pension is made only to the legal heirs 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 non-employment/ non-marriage/ 

remarriage have been obtained where required.  

(vi) Classification of pension has been made correctly.  

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

pension payment order.  

(viii)  Commuted portion of pension is deducted from the original amount of 

pension while making monthly payments. 

 

(b) AUDIT OF STATE GOVER NMENT PENSIONS  

 

The scheme 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 borne on the State cadre and retired from posts 

under the Central Government on or after 1 October, 1982 and, family 

pensioners, through Public 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 of audit of 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 the month of 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 in the 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 1963 and the Gujarat Local 

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

The Gujarat Sales Tax Tribunal has been constituted under section 28 of the 

Gujarat Sales Tax Act. As per the provision of The Gujarat Value Added Tax 

Act 2003, Chapter III provides for Commercial Tax Authority and Tribunal. 

Registrar is one of the member of tribunal and defined as per Rules 2(l) of 

Gujarat Value Added Tax Tribunal 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 2008  or the President (Reference rule 

35).  

 

2.1.6 Director 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. It acts as 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 effect from 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 undertakings owned 

wholly or mainly by the State Government but also properties belonging to 

semi-Government 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 Government has substantial financial interest as 

a shareholder, lender or guarantee.  

 

2.1.6.1. ROLE OF GOVERNMENT INSURANCE FUND  (GIF)  

 

GIF can insure the properties/ interests belonging to State Government 

undertaking owned wholly or mainly by the State Government or properties 

belonging to Semi-Government 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 interest whether as shareholder, lender or grantor or 

properties/ interests acquired/ created by individuals/ Associations/ subsidiaries 

created by any board/ bodies/ corporation/ Co-operative and/ or industrial/ 

commercial undertaking/ institutions etc., with the help of direct and/ or indirect 

financial loans/ advances/ guarantors etc., from the State Government. GIF can 

go into Co-Insurance with Public Sector General Insurance Company as well as 

Private Sector General Insurance Companies. The sharing in Co-Insurance 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, 

Gujarat 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 Deputy Director and the Assistant Director.  

2.1.6.3 WORKING OF THE DEPARTMENT   

GIF is mainly working as a co-insurer sharing business with PSUôs and private 

insurance companies which have come up in recent past. The functions of GIF 

business areas by nature of business are mentioned below: 

(1) Co-insurance business 

For co-insurance 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 company, claim 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 Building Fire 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 business of Govt. owned aircraft. 

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

Welfare Policy (Group Personal Accident Policy):- Government of Gujarat has 

framed and introduced welfare schemes for different categories of employees 

and sectors of population. Welfare Policies cover:  

(i) Registered Farmers  

(ii)  First nominee of farmers  

(iii)  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 schemeôs name itself suggests the beneficiaries covered under the scheme. 

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, beneficiaries 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 therefore as a part of risk 

management GIF re-insures its co-insurance 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 Gujarat, the 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 

India, (IRDA) monitors GIFôs functions and activities through inspection, audit 

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) 

earned 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 risks. 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 are closed annually. Revenue Account and the Balance sheet 

are prepared by transferring the balance from following registers:  

(i) Premia Register  

(ii)  Claim Register  

(iii)  Liability Register  

(iv) Time Policy Register  

(v) Claim paid Register  

(vi) Re-insurance/ Co-insurance premia paid register  

(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 for maintaining the accounts as per Government accounting system:  
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(i) Cash Book  

(ii)   Bill Register 

(iii)  T. A. Control Register  

(iv) Disbursement Register  

(v) Un-disbursement Register  

(vi) 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)  Service Postage Stamp Register  

(ii)  Legislature Assembly Question Register 

(i) Library Register  

(ii)  Register for periodical Returns 

(iii)  Inward & Outward Register  

(iv) Transit Register  

(v) Worksheet Register  

(vi) 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) Contingent Grant Register  

(ii)  Dead Stock Register  

(iii)  Stationery Register  

(iv) Register for typewriters, Motor Vehicle, 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) Advance Register  

(ii)  Medical Re-Imbursement Register  

(iii)  Permanent Advance Register  

(iv) Service Book Register  

(v) Roaster Register  

(vi) Casual Leave Register  

(vii)  Trunk Call/ Phonogram, etc Register  

(viii)  Reconciliation Register 

(ix) Deposit Register 

(x) Journal Register etc.  
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2.1.6.4 AUDI T:  POINTS TO BE SEEN DURING LOCAL AUDIT  

Regular Audit of the working of the funds and audit of Accounts is carried on 

annually by the wing to certify the Revenue Accounts and Balance Sheets.  

During audit, it must be particularly seen that:-  

(i) Premium underwritten during the month is totalled by each underwriting 

section and rechecked by the Accounts Section.  

(ii)  The monthly premium accrued during month is also noted in premia 

subsidiary Register or insurance ledger (as decided from time to time) 

journal/ ledger in respective ledger Accounts.  

(iii)  The Co-insurance and re-insurance premia payable during the month are 

to be computed and deducted from 100 per cent gross premia to arrive 

at the direct Gross Premia. 

(iv) When the premium is received, it should be entered into Premium 

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 entries 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 wise. The total premia (100 per cent) of co-insurance 

share of GIF, facultative and treaty Re-insurance net share of GIF. After 

effective endorsements are shown every month insured-wise and total of these 

accounts are tallied with premia register every month and then transfer for 

posting in monthly reports. All the totals of each underwriting Section should 

tally with premia subsidiary registers of Account Section, or Insured-wise 

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 transactions is to be 

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 Re-Insurance/Co-insurance Premia. 

 Underwriting of the risk has been entrusted to the subsidiary companies of 

General Insurance Corporation of India 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; whether rating 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 settlement of claim and deals with processing of the 

claims. It should be seen during the local audit: 

(i) Whether all required particular are received i.e. original policy survey or 

inspection report, claim bill etc.  

(ii)  Whether there are liabilities under the policy in respect of claims.  

(iii)  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 the re-insurers/ co-

insurers, if any. It should be seen whether proportionate share 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 surplus balance of GIF has been transferred to the consolidated fund of 

State or not. 
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INTRODUCTION  

2.2.1 Organisational Setup: 

The Chief Commissioner of State Tax is responsible for the assessment and 

collection of Goods and Service Tax and, the Value Added Tax. He is 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 (ACST) respectively. The following organizational chart 

explains the set up of the Department. 

 

2.2.2 Authority o f CAG To Conduct Audit Of Tax Receipts  

As per Section 16 of the Comptroller and Auditor Generalôs (Duties, Powers 

and Conditions of Service) Act 1971, 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 purpose, such examination 

of the accounts as he thinks fit and report thereon. 

2.2.3 Scope and Extent Of Audit  

(i) Audit of receipts and refunds) is regulated by the general principles 

governing the audit of receipts as laid down in chapter 4 of Section-II of the 

C.A.G.ôs Manual of Standing Orders (Audit) and provisions of this Manual. 

(ii)  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 effective check on the assessment, collection and 

proper allocation of receipts and to satisfy itself that such regulations and 

procedure are in accordance with law and that they are actually being duly 

Chapter II (Part -B) 

Chief Commissioner of State Tax  
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carried out. Audit should also make such examination as it thinks fit with respect 

to the correctness of sums brought to account in respect of the receipts. 

(iii)  It 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 

account 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 in the books 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 from 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 in the period 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 safe-guarded 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 individual cases 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 individual case is 

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, however, 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 the audit 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 

refunds of receipt is 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 prompt raising of demands on tax payers in the manner provided by the 

law, 
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(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 exist to ensure that there is no wilful omission or 

negligence to levy or collect taxes or to issue refunds, 

(f) that claims on tax-payers are pursued with due diligence and are not 

abandoned or reduced except with adequate justification and proper 

authority, 

(g) that double 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 calculated in accordance 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 levy of penalty is not 

mandatory, the quantum of penalty imposed would be outside the purview 

of audit. 

(ix) To discharge these functions effectively, the 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 the rules governing the assessment and 

collection of the Goods and Service Tax and Value Added Tax are set out in 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 the GST and VAT Laws. For a fuller and comprehensive study, the 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 I), State List (List II) and Concurrent List (List III). These lists contain 

subject matters on which Parliament and State Legislatures have powers to 

make laws. On matters enumerated in List I Parliament has powers (Article 

246(1) of the C.O.I) and on matters appearing in List II, States Legislatures have 

powers (Article 246(3) of C.O.I.). Both the Parliament and State Legislatures 

have jurisdiction to make laws on matters listed out in List III subject to 

conditions laid down in Article 246(2) of the Constitution of India.  

Entry 54 of List II reads as ñTaxes on the sale or purchase of goods other than 

news papersò was later amended by the Constitution (Sixth Amendment) Act, 

1956. The amended entry 54 of List II reads as ñTaxes on the sale of purchase 

of goods other than news papers subject to the provisions of entry 92.A of the 

List Iò. 
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By virtue of Article 246(2) of the Constitution of India, States have acquired 

powers to levy tax on the subject matters enumerated in Entry 54. 

By virtue of entry 92.A in List I which reads as ñTaxes on the sale or purchase 

of goods other than news papers where such sale or purchase takes place in the 

course of inter-State trade or commerceò read with Article 246(1) of the 

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 tax on sale or purchase of 

goods in the course of inter-State trade or commerce is out of the purview of the 

State Legislatures, however Article 269 of the Constitution of India provides 

that taxes on inter-State sales shall be levied and collected by the Central 

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 the 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 (I) in the 

inter-State trade or commerce, (II) in the course of import into or export out of 

the territory of India and (III) 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 in the inter-state trade or commerce. The principles governing these 

restrictions are formulated by the Parliament in the Central Sales Tax Act, 1956. 

On 3rd February, 1983, 46th amendment to the Constitution was made enlarging 

the definition of tax on the sales 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 inter-state trade or 

commerce. Gujarat State has adopted this enlarged definition of the sale from 

5th August, 1985. In Central Sales Tax Act, 1956 the provisions of new levy on 

consignments has not been incorporated so far.  

Section I 

GOODS AND SERVICE TAX  

Purpose:  

The manual outlines the principles and policies of audits conducted under 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 and as 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 consumption tax. Under 

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 production or 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 (entry 97 of Union List). Although entry 92C 

was inserted in the Union List of the Seventh Schedule of the Constitution by 

the Constitution (Eighty-eighth Amendment) Act, 2003 for levy of taxes on 

services, it was not notified. So tax on services continued to be levied 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 inter-State sale and 

purchase of goods and on inter-State 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 of the 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 electricity 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 Amendment Bill was 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 

Sabha and thereafter by Lok Sabha in August, 2016. Further the bill was ratified 

by required number of States and received assent of the President on the 8th of 

September, 2016 and has since been enacted as Constitution (101st 

Amendment) Act, 2016 w.e.f. 16.09.2016.  

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 paved the way 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 chain. This 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. Central Excise 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 Duty 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. Entertainment Tax (except those levied by the local bodies) 

g. Taxes on advertisements 

h. Taxes on lotteries, betting and gambling 

i. 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, IGST Act and 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 of India 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 from 1st July 2017 is applicable on 

ñsupplyò of goods or services, as against the concept of tax on manufacture 

of goods or on sale of goods or on provision of services.  

2. GST is a destination-based consumption Taxation as opposed to the origin 

based VAT system prior to the introduction of GST.  

3. It is a dual GST with the Centre and the States simultaneously levying it on 

a common 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 called State GST (state tax- SGST). Union territories without 

legislature levy Union territory GST (union territory tax- UTGST).  

4. An Integrated GST (integrated tax- IGST) is levied on inter-State supply 

(including stock transfers) of goods or services. This is to be collected by 

the Centre so that the credit chain is not disrupted.  

5. Import of goods is treated as inter-State supplies and is subject to IGST in 

addition to the applicable customs duties.  
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6. Import of services is treated as inter-State supplies and is 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 annual turnover 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 (including 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 Constitution). This limit 

shall be raised to 1.5 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 zero-rated.  

10. Credit of CGST paid on inputs shall be used only 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- 

State supplies for payment of IGST. The credit is permitted to be utilized in 

the following manner: 

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

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

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

¶ ITC of IGST allowed for payment of IGST, CGST &SGST/UTGST in 

that order. 

11. ITC of CGST cannot be used for payment of SGST/UTGST and vice-versa.  

12. Input Tax Credit (ITC) to be broad based by making it available in respect 

of taxes paid 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 bodies 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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c. model Goods and Services Tax Laws, principles of levy, apportionment 

of Goods and Services Tax levied on supplies in the course of inter-State 

trade or commerce under article 269A and the principles that govern the 

place of supply; 

d. the threshold limit of turnover below which goods and services may be 

exempted from goods and services tax; 

e. the rates including floor rates with bands of goods and services tax; 

f. any special rate or rates for a specified period, to raise additional resources 

during any natural calamity or disaster; 

g. special provision with respect to the States of Arunachal Pradesh, Assam, 

Jammu and Kashmir, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, 

Tripura, Himachal Pradesh and Uttarakhand; and 

h. any other matter relating to the goods and services tax, as the Council may 

decide. 

2. 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. 

3. While discharging the functions conferred by this article, the GSTC shall be 

guided by the need for a harmonized structure of goods and services tax and 

for the development of a harmonized national market for goods and services. 

4. One-half of the total number of Members of the GSTC shall constitute the 

quorum at its meetings. 

5. The GSTC shall determine the procedure in the performance of its functions. 

6. Every decision of the GSTC shall be taken at a meeting, by a majority of not 

less than three-fourths of the weighted votes of the members present and 

voting. 

7. The GSTC shall establish a mechanism to adjudicate any dispute - 

a. between the Government 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 Council or implementation 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 the 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 22.06.2017, 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 and 2 notifications 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 to States) 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 like 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 Network - Special Purpose Vehicle (GSTN-SPV) 

was created as a private limited, not-for-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 stakeholders 

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 back-end IT 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. 

Presently, 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 GST processes including 

registration, filing of returns, payment of taxes, processing of refunds is IT 

driven and GSTN is handling large-scale invoice level data of lakhs of business 

entities including data relating to exports and imports. Considering the nature 

of óstateô function performed by GSTN, Council felt that GSTN be converted 

into be a fully owned government Company. 

The Government on September 26, 2018 cleared a proposal to convert GSTN 

into a government-owned company. The new modification in the ownership 

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 a pro-rata basis in the 

new entity. 

7.  GST IMPLEMENTATION BY STATE OF GUJARAT  

The Gujarat Goods and Services Tax Act, 2017 (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 administrative control of over 90% of 

taxpayers having turnover below  1.5 crore vest with State tax administration 

and over 10% with the Central tax administration. Further all administrative 

control over taxpayers having turnover above  1.5 crore shall be divided 

equally in the ratio of 50% each for the Central and State tax administration.  

Powers under the IGST Act shall also be cross-empowered on the same basis as 

under CGST and SGST Acts with few exceptions.  

Power to collect GST in territorial waters shall be delegated by Central 

Government to the States.  

Power to take enforcement action over entire taxpayersô base would be with 

both Central as well as State tax administration. 

 

9.   IMPROTANT PROVISIONS OF SGST 

9.1 REGISTRATION :  

Section 22 of the SGST Act provides that every supplier (other than of specified 

category) of the goods or services or both needs to register, if his turnover5 

exceeds  20 lakhs. Further, irrespective of threshold turnover6 certain 

categories of persons as specified in Section 24 shall be required to register 

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 (PAN) shall enroll under GGST Act 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 furnishing 

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 table-A separately). 

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 PAN, e-mail 

address, State or Union territory in Part A of FORM REG-01 on the common 

portal, either directly or through a Facilitation Centre (FC) notified by the 

Commissioner. Upon validation, a temporary reference number shall be 

generated and communicated to the applicant. Using the reference number 

                                                           
5aggregate value of all taxable supplies, exempt supplies, Exports, and inter-State supplies but 

excludes taxes. 
6 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 duly signed or 

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 Off icer examines the application within a period of three 

working days from the date of submission of the application 

ii.  For deficiencies in information or any document or for clarification, 

issues notice electronically within a period of three working days 
from the date of submission of the application 

iii.  Applicant shall furnish such clarification, information or documents 

electronically, within a period of seven working days from the date of 

receipt of such notice. 

iv. Proper Office on satisfaction with the clarification, information or 

documents; approve the grant of registration to the applicant within 

period seven 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 reason of 

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 provides that 

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, including photographs, shall be 

uploaded in FORM 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 casual taxable 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 place of business.   

Similarly, registration is granted to Non-Resident taxable person who 

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 of business or residence in India.  

The certificate issued to casual or non-resident 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 applying for registration as casual taxable person shall 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 registration 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 assigned by informing 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 CGST Act shall 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: 

ü The business has been discontinued, transferred fully for any reason 

including death of the proprietor, amalgamated with other legal entity, 

demerged or otherwise disposed of; 

ü There is any change in constitution of the business; 

ü The taxable person is no longer liable to be registered under the provisions 

of the GGST Act 

Cancellation of Registration 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 before or after 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 giving the 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 FY 2019-20.  

 

Type of Business Rate of Tax  (CGST + SGST) 

Manufacturer and Traders (Goods) 1%          (0.5% + 0.5%) 

Composite supplier of food or drink for 

human use 

5%          (2.5% + 2.5%) 
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Composition scheme has also been formulated for supplier of services. Under 

the scheme, any person with turnover up to  50 lakhs shall pay tax @ 6% on 

his turnover and file returns annually, with quarterly payment of tax from FY 

2019-20.  

Conditions for opting the scheme: 

ü Cannot collect tax from recipient  

ü Not entitled to ITC  

ü Not applicable for supply of   

¶ Services other than composite supply of food/drink  

¶ Exempt goods  

¶ Inter-State outward supplies  

¶ Goods through E-Commerce Operator who is required to collect TCS 

u/s 52  

¶ Notified goods 

TAX RATES: Four rates namely 5%, 12%, 18% and 28% have been adopted 

under GST. Besides, some goods and services are exempt also. Rate for precious 

metals and affordable housing are an exception to four-tax slab-ruleô and the 

same have been fixed at 3% and 1% respectively. In addition, raw diamongds, 

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 tobacco 

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: 

óTaxable eventô is the happening of which, the charge is fixed.  It is that event, 

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 becomes payable when 

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) ll forms of supply of goods or services or both as sale, 

transfer, barter, exchange, license, rental, lease or 

disposal made or agreed to be made for a consideration 

by person in the course or furtherance of business. 

Section 7(1)(b) Import of services for a consideration whether or not 

in the course or furtherance of business 

Section 7(1)(c) The activities specified in Schedule I, made or agreed 

to be made without a consideration 

Section 7(1)(d) The activities to be treated as supply of goods or 

supply of services as referred to in Schedule II. 
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Schedule-I Activities to be Treated as Supply Even if Made 

Without Consideration 

Schedule-II  Activities to be Treated as Supply of Goods or Supply 

of Services 

Schedule-III  Activities or Transactions Which Shall be Treated 

Neither as A Supply of Goods Nor a Supply of Services 

 

 

b. Time of Supply, Place of Supply, 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 significance when there is a change in 

the rate of tax. In terms of Sections 12 and 13 of CGST Act, ñTime of supplyò 

means the point in time when goods/ services are deemed to be supplied for 

determining liability of GST on them. 

Section 12  Time of 

Supply of 

Goods 

Time of Supply for Normal Registered 

Taxpayers (Except Composite Dealer)-  

> Issue of invoice OR  

> The last date by which invoice has to be 

issued OR  

> The date on which supplier receives the 

payment with respect to the supply  

So, it is clear the GST is not required to be paid 

at the time of receipt of advance in relation to 

supply of goods.  

Entire GST shall be payable only when the 

invoice is issued for such supply of goods. 

Section 13  Time of 

Supply of 

Services 

Time of supply will be the earliest of the 

following in case of Invoice issued within 30 

days/ 45 days-  

>Issue of Invoice Or  

>Receipt of Payment  

Time of supply will be the earliest of the 

following in case of Invoice not issued within 

time- 

>Provision of Service Or  

>Receipt of Payment  

Time of supply will be in case of Invoice not 

issued ï Date of receipt in recipientôs book 
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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 be determined in the following manner:  

 

Invoice issued 

before date of 

change in tax 

rate 

Payment 

received before 

date of change 

in tax rate 

Time of supply Applicable rate 

of tax 

Supply is completed before the change in rate of tax 

No No Earliest of the 

date of Invoice or 

payment 

New rate of Tax 

Yes No Date of issue of 

invoice 

Old tax rate 

No Yes Date of receipt of 

payment 

Old tax rate 

Supply is completed after the change in rate of tax 

Yes Yes Earliest of the 

date of Invoice or 

payment 

Old rate of Tax 

Yes No Date of receipt of 

payment 

New rate of Tax 

No Yes Date of issue of 

invoice 

New rate of Tax 

 

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 situation. In a 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 earlier. Further, 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. These provisions 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 principle. In other words, the place of 

supply is based on the place of consumption of goods or services. As goods are 

tangible, the determination of their place of supply, based on the consumption 

principle, is not difficult. 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 categories of services, 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 in 

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 

Goods 

Location of goods at time of 

termination of movement for 

delivery to recipient 

Supply of Goods on Direction of 

third person 

Principal Place of Business of third 

person 

Supply not involving movement of 

goods 

Location of goods at the time of 

delivery to the Recipient 

Supply by assembly / installation at 

site 

Place of Installation / assembly 

Supply on board a conveyance 

(vessel, aircraft, train etc.) 

Location where goods are taken on 

board 

 

Section 11- Place of supply of goods imported into, or exported from 

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 supply Place of supply 

Supply to Registered Person  Location of Recipient 

Supply to Un-registered 

Person(Location of Recipient 

available) 

Location of Recipient 

Supply to Un-registered 

Person(Location of Recipient not 

available) 

Location of Recipient 

Service directly related to immovable 

property 

Location of Immovable Property 

Service by way of lodging 

accommodation by Hotel, Inn, Guest 

House, Home Stay, Club or 

Campsite 

Location of Immovable Property, 

Boat or Vessel 

 

 

Section 13- Place of supply of services 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 Relating to events Location of Event 

Specified Services-Section 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) of GGST Act, 2017, ñinput tax creditò 

means the credit of ñinput taxò;  

Input Tax: As per Sec. 2(62) of GGST Act, 2017, ñinput taxò in relation to a 

registered person, means the central tax, State tax, integrated tax or Union 

territory tax charged on any supply of goods or services or both made to him 

and includesð  

(a)  the integrated goods and services tax charged on import of goods;  
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(b)  the tax payable under the provisions of sub-sections (3) and (4) of section 

9; 

(c)  the tax payable under the provisions of sub-sections (3) and (4) of section 5 

of the Integrated Goods and Services Tax Act;  

(d)  the tax payable under the provisions of sub-sections (3) and (4) of section 9 

of the respective State Goods and Services Tax Act; or  

(e)  the tax payable under the provisions of sub-sections (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;  

 

Input: As per Sec. (59) of GGST Act, 2017 ñinputò means any goods other than 

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, 2017 ñinput serviceò means 

any service used or intended to be used by a supplier in the course or furtherance 

of business; 

Capital Goods: As per Sec. 2(19) of GGST Act, 2017 ñcapital goodsò means 

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 furtherance of 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 used or intended 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, in order to take Input Tax Credit: - [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 respect of 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 GSTR-2 by Input Tax Credit receiver.  

5. The return is furnished under Sec. 39 of GGST Act, 2017.  

6. In case the goods against an invoice are received in lots or installments, credit 

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 

case 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 output tax liability 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 output tax liability  

10. Input Tax Credit can be re-taken on payment to supplier. There is no time 

limit to claim for re-availing of any credit.  

11. No Input Tax credit on Capital goods if the registered person has claimed 

depreciation on the tax under the provisions of the Income-tax 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 credit in respect 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 such debit 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 furtherance of business.  

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 shown as under: 

- 

Admissible Inadmissible 

Input-  

Å Any goods other than capital goods 

used in the course or furtherance of 

business such as  

Å raw material,  

Å goods used in factory, office,  

Å mobile phones provided to 

employees  

¶ Goods which are capitalized 

in the books of accounts 

Å Goods used for effecting exempt 

supplies  

Å Goods lost, stolen, destroyed, 

written off, gifted, provided free of 

cost,  

Å Goods used for construction of an 

immovable property (land, building 
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Å  stationery, and other consumables,  

Å  safety material  

Å goods used in erection 

commissioning of plant and 

machinery which includes apparatus, 

equipment, machinery, fixed to earth 

by foundation or structural support 

that used for making outward supply 

and includes such foundation and 

structural supports. (if not 

capitalized) 

or any other civil structure) on own 

account 

Å food and beverages  

Å Motor Vehicles  

Å Goods used for personal 

consumption  

Å Goods used for construction of land, 

building or any other civil structure, 

telecommunication tower, pipeline 

laid outside the factory.  

Å Tax paid after demand made by 

department alleging suppression 

facts, fraud, willful misstatement etc.  

Å Tax paid on detention, seizure on 

goods and conveyance in transit.  

Å Tax paid on goods or conveyance 

confiscated. 

Å Capital Goods-  

Å Goods which are capitalized in the 

books of accounts of the person 

claiming the credit and which are 

used or intended to be used in the 

course or furtherance of business  

Å Furniture, Office Equipments,  

Å Motor Vehicle used for making 

following taxable supplies  

Å further supply of such vehicles or 

conveyances; or  

Å transportation of passengers  

Å imparting training on driving, 

flying, navigating such vehicles or 

conveyances; 

Å for transportation of goods Å 

Structures, structural supports 

Å Goods which are used for effecting 

taxable supplies but are not 

capitalized (Goods taken on high 

purchase, operational or financial 

lease.  

Å Motor Vehicles  

Å Goods used for effecting exempt 

supplies  

Å Goods lost, stolen, destroyed, 

written off, gifted, provided free of 

cost,  

Å Goods used for construction of an 

immovable property (land, building 

or any other civil structure, telephone 

tower, pipeline laid outside the 

factory) on his own account  

Å Goods used for personal 

consumption 

Å Tax paid after demand made by 

department alleging suppression 

facts, fraud, willful misstatement etc.  

Å Tax paid on detention, seizure on 

goods and conveyance in transit.  

Å Tax paid on goods or conveyance 

confiscated. 



106 

 

Input Services-  

Å Any service used or intended to be 

used by a supplier in the course or 

furtherance of business  

Å Housekeeping, security,  

Å Marketing, sales Promotion  

Å Professional consultancy  

Å Technical Consultancy  

Å Banking and Financial  

Å Transportation both inward and 

outward 

Å Credit Rating  

Å Works Contract services used for 

supply of works contract services 

Å In respect of Motor vehicles and 

other conveyance except used for 

following effecting taxable supplies-  

Å further supply of such vehicles or 

conveyances; or  

Å transportation of passengers  

Å imparting training on driving, 

flying, navigating such vehicles or 

conveyances; 

Å for transportation of goods  

Å food and beverages, outdoor 

catering  

Å beauty treatment,  

Å health services, cosmetic and plastic 

surgery  

Å except where used for making an 

outward taxable supply of the same 

category of goods or services;  

Å membership of a club, health and 

fitness centre,  

Å Bus transport to employees, auditors 

or others in relation to business  

Å rent-a-cab, life insurance, health 

insurance except where obligatory as 

per government notification.  

Å travel benefits extended to 

employees on vacation such as leave 

or home travel concession. 

 Å Works Contract Services for 

construction of immovable property 

even when used in course or 

furtherance of business.  

Å Construction services for 

construction of an immovable 

property on own account even when 

used in course or furtherance of 

business.  

Å Services used for effecting taxable 

supplies under Composition Levy  

Å Services used for personal 

consumption 
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Å Tax on input services where paid 

after demand made by department 

alleging suppression facts, fraud, 

willful misstatement etc. under Sec. 

74.  

Å Tax paid on detention, seizure on 

goods and conveyance in transit under 

Sec. 129.  

Å Tax paid on goods or conveyance 

confiscated under Sec. 130. 

 

Summary of provisions of input tax credit in case of special circumstances: 

- 

Provision Compliance 

Application for registration within 

30 days from the date of becoming 

liable for registration 

Can take credit of Input Tax in respect 

of:  

Inputs held in stock Inputs contained in 

Semi- Finished/Finished goods held in 

stock & Tax invoices issued within 1 

year after becoming liable to pay tax 

Voluntary registration Can take credit of Input Tax in respect 

of:  

Inputs held in stock Inputs contained in 

Semi- Finished/Finished goods held in 

stock Tax invoices issued within 1 year 

from the date of Grant of registration 

subject to certain conditions 

A person who ceases to pay tax 

under Composition levy 

Can take credit of Input Tax in respect 

of:  

Inputs held in stock Inputs contained in 

Semi- Finished/Finished goods held in 

stock Capital goods (Credit can be 

reduced by prescribed percentage 

points) Within 1 year from the date of 

issue of tax invoices after becoming 

liable to pay tax 

Where an exempt supply by a 

registered taxable person becomes a 

taxable supply 

Can take credit of Input Tax in respect 

of:  

Inputs held in stock Inputs contained in 

Semi-Finished/ Finished goods held in 

stock Capital goods, which are 

Exclusively used for such supply  
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From the date from which such supply 

become taxable. 

In case of sale/ merger/ demerger/ 

amalgamation/ lease or transfer of 

the business with the specific 

provision for transfer of liabilities 

The input tax credit can be transferred 

to such sold/ merged/ demerged/ 

amalgamated/ leased or transferred 

business in the manner prescribed 

Registered taxable person availing 

input tax credit switches over as a 

taxable person 

He shall pay an amount, by way of 

debit in the electronic credit or cash 

ledger, equivalent to the credit of input 

tax in respect of: -  

Inputs held in stock Inputs contained in 

Semi- Finished/ Finished goods held in 

stock Capital goods (Credit can be 

reduced by prescribed percentage 

points) 

 

9.5 RETURN FILING : 

The basic features of the return mechanism in GST includes electronic filing of 

returns, uploading of invoice level information, auto-population of information 

relating to input tax credit from returns of supplier to that of recipient, invoice 

level information matching and auto-reversal 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:  

ü Purchases  

ü Sales  

ü Output GST (On sales)  

ü Input tax credit (GST paid on purchases)  

To file GST returns, GST compliant sales and purchase invoices are required. 

 

TYPES OF GST RETURNS: 

The list of all the returns to be filed as prescribed under the GST Law along with 

the due dates.  

 

Return 

Form 

Particulars  Interval Due Date 

Any regular business 

GSTR-1 Details of outward supplies of 

taxable goods and/ or services 

effected 

Monthly* 10th of the next 

month 
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GSTR-9 Annual Return Annually 31st March of 

next financial 

year 

GSTR-3B Provisional return for every 

month 

Monthly 20th of the next 

month 

Opting Composition Scheme: 

GSTR-4 Return for compounding 

taxable person 

Quarterly  18th of the 

month 

succeeding 

quarter** 

GSTR-9A Annual Return Annually 31st March of 

next financial 

year 

Certain specific registered dealers 

GSTR-5 Return for Non-Resident 

foreign taxable person 

Monthly 20th of the next 

month 

GSTR-5A Return for Non-resident 

persons providing OIDAR 

services 

Monthly 20th of the next 

month 

GSTR-6 Return for Input Service 

Distributor 

Monthly 13th of the next 

month 

GSTR-7 Return for authorities deducting 

tax at source. 

Monthly 10th of the next 

month 

GSTR-8 Details of supplies effected 

through e-commerce operator 

and the amount of tax collected 

Monthly 10th of the next 

month 

GSTR-10 Final Return Once. 

When 

registration 

is cancelled 

or 

surrendered 

Within three 

months of the 

date of 

cancellation or 

date of 

cancellation 

order, 

whichever is 

later. 

GSTR-11 Details of inward supplies to be 

furnished by a person having 

UIN and claiming refund 

Monthly 28th of the 

month 

following the 

month for 

which statement 

is filed 

(Note: subject to change by Notifications /orders) 
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* Registered persons having aggregate turnover of up to  1.5 Crore in the 

preceding financial year or the current financial year shall furnish GSTR-1on a 

quarterly basis.  

Other Registered persons having aggregate turnover of more than  1.5 Crore 

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 furnishing 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 the late 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 case a taxpayer does not file his/ her return within the due dates, he/ she shall 

have to pay a late fee of 200/- 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 GSTR-3B  

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 

month is óNILô is  20/- per day (  10/- per day each under CGST & SGST 

Acts). However, if the tax liability for that month is not óNILô, the amount of 

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 GSTR-1, 

FORM GSTR-3B & FORM GSTR-4 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 was 'NIL '  will be  20/- per day 

instead of  200/- per day;  

b.  whose tax liability for that month was not 'NIL '  will be  50/- per day 

instead of  200/- 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 Outward Tax 

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 ï 

1. Electronic Tax Liability Ledger: The electronic tax liability ledger shows the 

total tax liability of a registered person at any point of time. 

2. Electronic Cash Ledger: An Electronic Cash Ledger will also require to be 

maintained on the GST portal. It will show the amount deposited by the tax 

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 ledger: All the taxes paid on the 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 fulfillment of 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 to pay 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 Payment: Various modes of payment of tax available to the taxpayer 

including internet banking, debit/ 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 made in the 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 provisions are as under 

ï  

Thus, criteria for Reverse Charge is twofold ï (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 Charge 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 ï 
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Sr. 

No. 

Tariff 

Heading 

Description of 

supply of goods  

Supplier of goods Recipient of 

supply 

1 0801 Cashew nuts, 

not shelled or 

peeled. 

Agriculturist(*)7 Any registered 

person 

2 14049010 Bidi wrapper 

leaves (Tendu) 

--doð --do-- 

3 2401 Tobacco leaves --do-- --do-- 

4 5201 Raw Cotton --do-- --do-- 

5 5004 to 

5006 

Silk yarn Any person who 

manufactures silk 

from raw silk or silk 

worm, cocoons for 

supply of silk yarn 

--do-- 

6 -- Supply of lottery State Government, 

Union Territory or 

any local authority 

Lottery 

distributor or 

selling agent 

7 Any 

Chapter 

Used vehicles, 

seized and 

confiscated 

goods, old and 

used goods, 

waste and scrap 

Central Govt. State 

Govt. Union 

Territory or a local 

authority 

Any Registered 

person 

Thus, any registered person purchasing these specified goods from the specified 

suppliers is required to pay the tax on Reverse Charge. 

ii) Reverse Charge On Services:  Notification 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 Transport Agency 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 including senior advocate or form of 

advocates by way of legal services to any business entity located in the taxable 

territory.  

(c) Legal Serviceò means any service provided in relation to advice, consultancy 

or assistance in any branch of law, in any manner and includes representational 

Services before any court, tribunal or authority. 

                                                           
7 Section 2(7) of the GGST Act defines ñagriculturistò means an individual or a Hindu 

Undivided Family who undertakes cultivation of landð (a)  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 the family; 
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(d) Services supplied by an arbitral tribunal to a business entity.  

(e) Sponsorship services provided to any-body corporate or partnership firm.  

(f) Services supplied by the Central 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 agent to any person carrying on insurance 

business.  

(j) Services supplied by a recovery agent to a banking company or a financial 

institution or a non-banking financial company.  

(k) Services supplied by a person located in non-taxable territory by way of 

transportation of goods by vessel from a place outside India upto the customs 

station of clearance in India.  

(l) Services supplied by an Author, music composer, photographer, artist or the 

like by way of transfer or permitting the use or enjoyment of a copyright covered 

under clause (a) of sub-section (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 Overseeing Committee to Reserve 

Bank of India. 

 

iii) Reverse Charge On Import Of Services: ï  Section 2(11) of the IGST Act 

defines Import of Services as the supply of any service where ï (i) The supplier 

of service is located outside India. (ii) The recipient of service 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 all inter-

state supplies of goods or services or both, except on the supply of alcoholic 

liquor for human consumption.  

Notification No. 10/2017 ï Integrated Tax (Rate) dt.28.06.2017 covers same 

services as per Notification under CGST referred above. In addition, there is an 

entry as underï 

 

S. 

No. 

Category of supply of 

services 

Supplier of 

service 

Recipient of 

service 

1 Any service supplied by 

any person who is located 

in a non-taxable territory 

to any person other than 

non-taxable person. 

Any person 

located in a non- 

taxable territory 

Any person located 

in taxable territory 

other than non-

taxable online 

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 that ï Supply of services imported into 

the territory of India shall be treated 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 ï Section 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 ï Central Tax (Rate) dt. 28th June, 2017 provides that in 

the following categories of services, the tax on intra-State supplies shall be paid 

by the electronic commerce operator ï  

(i) services by way of transportation of passengers by a radio ïtaxi, motor 

cab, maxicab and motor cycle;  

(ii)  services by way of providing accommodation 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 Non-Taxable Territory  ï Section 14 of 

IGST Act makes special provision for payment of tax by supplier of online 

database access and retrieval services (OIDAR). It provides that if the supplier 

of service is located in non-taxable territory and received by non-taxable online 

recipient, the primary responsibility for payment of tax shall be on the supplier 

of service. However, if he supplies the services 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 be receiving such service 

from a supplier in non-taxable territory.  

 

Section 2(16) of the IGST Act defines non-taxable online recipient as 

Government, Local authority, Governmental authority, Individual and any 

person non registered under the GST Act and receiving service 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 SUPPLIERS ï  

 

As per Section 9(4) of CGST Act and Section 5(3) of the IGST Act, tax is to be 

paid on RCM in respect of purchase of goods /services from unregistered 

persons. 

Notification No.8/2017 (Central Tax) Rate dt. 28.06.2017 exempted purchase 

of goods and services from unregistered persons upto a value of 5000/- per 

day. Further, as per Notification No. 38/2017-Central 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 Intra-state and Inter-state Supplies. 

Now, vide Notification No.01/2019 -Central Tax (Rate) dt. 29.01.2019, Central 

Government rescinds principle Notification No.8/2017 (Central Tax) Rate dt. 

28.06.2017 and consequently exemption provided till 30 September 2019 stands 

withdrawn. Such exemption was also withdrawn on inter-state supplies in the 

same line vide Notification No.01/2019 ïIntegrated Tax (Rate) dt. 29.01.2019 . 

Hence, amended Section 9(4) and withdrawal of exemption provided for 

applicability of said section are effective from 01-02-2019, the provisions of 

RCM on inter-state and intra-state supplies of specified categories goods or 

services or both received from unregistered dealer by a class of registered dealer 

shall be applicable. 

EXEMPTION FOR CERTAIN SERVICES COVERED UNDER 

REVERSE CHARGE ï  

Notification No. 12/2017 ï Central Tax (Rate) and Notification No. 9/2017 ï 

Integrated Tax (Rate) dt.28.06.2017 grant exemption to certain 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 are ï  

1. Services by a hotel, inn, guest 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 way of transport 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 consideration 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 with the Registrar of Newspapers;  

(g) relief materials meant for victims of natural or man-made disasters, 

calamities, accidents or mishap; or  

(h) defence or military equipments. 

3.  Services provided by-  

(a) an arbitral tribunal to ï  

(i) any person other than a business entity; or  

https://taxguru.in/goods-and-service-tax/rcm-cgst-procurement-unregistered-dealers-withdrawn.html
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(ii) 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 advocate other than a 

senior advocate senior advocate, by way of legal services to-  

(i)  an advocate or partnership firm of advocates providing legal services;  

(ii) any person other than a business entity; or  

(iii) a business entity with an aggregate turnover up to twenty 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  

(ii) a business entity with an aggregate turnover 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 organized ï  

(a) by a national sports federation, or its affiliated federations, where the 

participating teams or individuals represent any district, State, zone or Country;  

(b) by Association of Indian Universities, Inter-University 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 IGST Act defines ñexport of goodsò means taking goods out 

of India to a place outside India.  

Section 2(6) of the IGST Act defines ñexport of servicesò means the supply of 

any service when,ï  

(i) the supplier of service is located in India;  

(ii)  the recipient of service is located outside India;  

(iii)  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 service and 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 located in Special 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 ï  

(a) Taxes paid on supplies which are Zero Rated are refunded. 

(b) Input Tax credit on inputs, input 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 services ï i.e. the unutilized input tax credit is refunded. 

Thus, to qualify any transaction to 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 foreign exchange. 

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 manufacturer. The principal 

manufacturer gets the manufacturing facilities through job worker to meet 

requirement of customers 

Section 2 (68) of CGST Act, 2017, ñJob workò means any treatment or process 

undertaken by a person on goods belonging to another registered person and 

expression ñjob workerò shall be constructed accordingly.  

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 goods) job work is 

performed is called the ñPrincipalò for the purpose of section 143 of the CGST 

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 

person is called ñjob workerò.  

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/ 2017-CT (Rate) and No. 8/2017-IT (Rate) 

both dated 28-06-2017, effective from 01-07-2017 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 Tariff Act, 1975. Thus, from 22- 08-2017, 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 semi-precious stones, precious metals (like gold, silver, 

platinum) and their Articles, 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 of Customs Tariff 

Act [inserted w.e.f. 13-10-2017]  

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 from food industries, prepared animal fodder] except dog and cat food 

put for retail sale [inserted w.e.f. 13-10-2017].  

9. Manufacture of clay bricks falling under Tariff item 6901 00 10 [inserted 

w.e.f. 13-10-2017]  

10. Manufacturing of clay bricks falling under tariff item 6901 00 10 [inserted 

w.e.f. 13-10-2017]  

11. Manufacture of Handicraft goods as defined in Notification No. 32/2017-

CT dated 15-09-2017 [inserted w.e.f. 15-11-2017]  

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 worker Rule 

55 (1) (c) of 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 time of removal of goods for transportation. 

Sub-rule (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 CGST Rules, 2017 provides conditions and restrictions in respect 

of inputs and capital goods sent to the job worker and the sub- rules as under  

(1) The inputs, semi ï finished goods or capital goods shall be sent to the job 

worker under the cover of a challan issued by the principal, including where 

such goods are sent directly to a job- worker.  

(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 dispatched to a job worker or 

received from a job worker or sent from one job worker to another during a 

quarter shall be included in FORM GST ITC- 04 furnished for that period on or 

before the twenty- fifth day of the month succeeding the said quarter.  
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(4) Where the inputs 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 goods were sent out and the said supply shall be declared 

in FORM GSTR-1and 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 adopted to levy tax in place of manufacture of 

excisable goods and supply of taxable services. Section 7 of CGST Act, for the 

purpose of expression of ñSupplyò includes as specified at sub- section (d) that 

ñthe activities to be treated as supply of goods or supply of services as referred 

to in Schedule IIò.  

Schedule II of Section 7 provides the activities to be treated as supply of goods 

or supply of services and schedule II (3) any treatment or process which is 

applied to another personôs goods is a supply of services. 

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 threshold limit 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 services used 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 of such supply 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 by 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 credit would be available 

to the principal, irrespective of the fact whether the inputs or capital goods are 

received by the principal and then sent to the job workerôs place of business, 

without being brought to the premises of the principal. It is also clarified that 

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 and  20 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 take compulsory registration. Entry no (vi) of Sec-24(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 deductorsô separately under this act as 
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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 registration under 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 deduct tax under section 

51 may have, in lieu of a 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 requires to submit application 

in Form GST REG-07 duly signed and verified on common portal. After due 

verification of the same, proper officer grant certificate of registration in Form 

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.-50/2018-Central Tax dated 13th September 2018, Central 

Government made the provisions of TDS effective from 01st day of October, 

2018. 

2. TDS Returns under GST Regime 

Every person registered as deductor has to furnish a return in Form 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 registered person 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 registered 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 this section;n shall be paid to the Government by the deductor within 

ten days after the end of the month in which 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 with notification 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 the supplier of taxable goods or services or both, 

where the total value of such supply, under a contract, exceeds two lakh and 

fifty thousand rupees. 

1. A department or establishment of the Central Government or State 

Government; or-Sec-51(1)(a) 

2. Local authority; or- Sec-51(1)(b) 
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3. Governmental agencies;- Sec-51(1)(c) 

4. Such persons or category of persons as may be notified by the Government- 

Sec-51(1)(d)- Notification No -50/2018 

a. An authority or a board or any other body, - 

i. set up by an Act of Parliament 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 Authority 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, Union territory 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 cess indicated in the invoice 

7. Late fees for non furnishing GSTR-7 & 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 thousand rupees. 

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 deducted has been 

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 sub-section (1) of section 51, or deducts an amount which is less 

than the amount required to be deducted under the said sub-section, or where he 

fails to pay to the Government under sub-section (2) thereof, the amount 

deducted as tax; he shall be liable to pay a penalty of ten thousand rupees or an 

amount equivalent to the tax evaded 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 features 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 services through 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 the e-commerce 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 collected is called 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, electronic Commerce 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 irrespective of the 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 No.52/2018-Central Tax and 02/2018-

Integrated Tax both dated 20th September, 2018] 

4. As per Section 24(ix) of the GGST Act, 2017, every person supplying goods 

through an e-commerce operator shall be mandatorily required to register 

irrespective of the value of supply made by him. However, a person supplying 

services, other than supplier of services under section 9 (5) of the GGST Act, 

2017, through an e-commerce platform are exempted from obtaining 

compulsory registration provided their aggregate turnover does not exceed INR 

20 lakhs (or INR 10 lakhs in case of specified special category States) in a 

financial year. [Notification No.65/2017-Central Tax dated 15th November, 

2017]  

5. As per the extant law, registration for TCS would be required in each State / 

UT as the obligation for collecting TCS would be there for every intra-State or 

inter-State supply. In order to facilitate the obtaining of registration in each 

State/ UT, the e-commerce operator may declare the Head Office as its place of 

business for obtaining registration in that State / UT where 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 operator with the 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 operator in FORM GSTR-8 in 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. 



123 

 

8. TCS collected is to be deposited by the e-commerce operator separately under 

the respective tax head (i.e. Central tax / State tax / Union territory tax / 

Integrated tax). Based on the statement (FORM GSTR-8) filed 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 amount lying 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 a statement, 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 the end of such month 

in FORM GSTR-8. 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 GSTR-9B. 

10. As per section 52(6) of the GGST Act, 2017, interest is applicable 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 52(12) 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 working days of the date of service of 

such notice. 

9.15 INPUT SERVICE DISTRIBUTOR  

Section 2(61) of GGST Act, 2017 defines ñInput Service Distributor.ò  

Who is an Input service distributor (ISD) under GST? An Input service 

distributor (ISD) is a business which receives 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 Input 

service distributor? 

An office of the supplier of goods and/or services 

which receives tax invoices issued under section 31 

of GGST Act, 2017 

Document based on 

which credit can be 

distributed  

Receives tax invoices issued by supplier u/s. 31 per 

Section of GGST Act, 2017 towards receipt of input 

services 

How to distribute 

credit? 

By issuing an ISD invoice for the purposes of 

distributing to a supplier of taxable goods and/or 
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services having the same PAN as that of the office 

referred to above 

Type of tax credit that 

can be distributed 

 

The credit of CGST (SGST in State Acts) and/or 

IGST paid on the said services 

To whom can it be 

distributed?  

To supplier having the same PAN. i.e., credit cannot 

be distributed to outsourced manufacturers or service 

providers. 

 

It is important to note that the ISD mechanism is meant only for distributing 

the credit on common invoices pertaining to input services only and not 

goods (inputs or capital goods). 

Conditions to be fulfilled by ISD  

Registration: Input Service Distributor has to compulsorily register as ñISDò 

apart from its registration as a normal taxpayer under the Act, wherein he has to 

specify under serial number 14 of the REG-01 form as 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.  

¶ The recipient of the tax credit can view the tax credit so distributed by ISD 

in GSTR-2A that is auto-populated and in turn, can claim the same by filing 

GSTR-2.  

¶ An ISD need not file annual returns as ISD.  

¶ Distribution of Input Tax credit: The credit of tax paid under reverse charge 

mechanism is not available for distribution 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 integrated 

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 GSTR-6A [Auto 

Populated], and where required, after adding, correcting or deleting the details, 

furnish electronically the return in FORM GSTR-6, containing 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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electronically in 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 sub-section (5) of section 35 shall furnish, 

electronically, the annual return under sub-section (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 financial year with 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 i.e., input credit more than 

tax payable on output supply (but not in case of exempted supply or supply Nil 

rate of tax).  

óTaxable Personô can also claim refund if he has paid excess tax by mistake.  

Any person claiming refund of any tax and interest, if any, paid on 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 manner ï section 54(1) of CGST 

Act. 

Application  And Procedure Of Refund 

The application for refund shall be accompanied by ï  

(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 him to any other 

person. However, where the amount claimed as refund is less than two lakh 

rupees, self-declaration based on documents available with him is sufficient ï 

section 54(4) of GGST Act. 

Application For Refund Of Tax, Interest, Penalty, Fees Or Any Other 

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 RFD- 01 

electronically ï Rule 89(1) of SGST Rule, 2017.  

Refund Of Balance In Electronic Cash Ledger: ï 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 relevant tax period in form GSTR-3, form GSTR-4 or form GSTR-7, as the 

case may be:- first proviso to Rule 89(1) of CGST  and  GGST  Rules, 2017.  

Refund Application In Case Of Supply Of Goods To Sez: ï In respect of 

supplies of goods to a Special Economic Zone 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 Zone ï second 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 Sez ï In respect of 

supplies of services to Special Economic Zone unit or a Special Economic Zone 

developer, the application for refund shall be filed by supplier of services along 

with the evidence regarding receipt of services for authorized operations as 

endorsed by the specified officer of the Zone ï second proviso (b) to Rule 89(1) 

of CGST and GGST Rule, 2017.  

Refund Claim In Case Of Deemed Export Either By Recipient Of Supplier 
ï 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 avail input tax credit on 

such supplies and furnishes an undertaking to effect the supplier may claim the 

refund ï third proviso to Rule 89(1) of CGST and GGST Rules, 2017 as 

amended w.e.f. 18-10-2017.  

Refund Of Advance Tax By Casual Or Non-Resident Taxable Person ï 

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 

non-resident taxable person) at the time of registration, shall be claimed either 

in the last return required to furnish by him or only after furnishing of the said 

last return ï 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 documentary 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 any unutilized input tax credit at 

the end of any tax period ï section 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 

exports 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 supplies ï first 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 duty ï second proviso to section 

54(3) of CGST Act.  

No refund of input tax credit shall be allowed if the supplier of goods or services 

avails duty drawback of CGST/SGST/UTGST or claims refund of IGST paid 

on such supplies ï third proviso to section 54(3) of CGST Act.  

However, drawback of customs duty portion can be availed.  

Drawback ï ñDrawbackò in relation to any goods manufactured in India and 

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 

ï section 2(42) of CGST Act.  

Refund only in case of (a) exports and supplies to SEZ (b) inverted rate structure 

ï Refund will be admissible only in case of physical exports and supplied to 



127 

 

SEZ. Provision of ódeemed exportô has been made in CGST Act. However, there 

is no specific provision of refund in case of deemed exports or supplies to 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 rated ï 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 ï The refund is not admissible 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 paid ïAs per proviso 

(ii) to section 54(3) of CGST and SGST Act, Government can notify supply of 

goods and services 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.5/2017-CT (Rate) and 5/2017-IT (Rate) both 

dated 28-6-2017 has been issued. As per this notification, the refund is not 

admissible even if ITC is more that tax paid, in the following cases ï  

(i) Woven textile fabrics falling under specified headings in chapters 50 to 55  

(ii) Knotted netting of twine, cordage of rope, made up of fishing nets or other 

made up nets, of textile fabrics, falling under heading = 5608 [inserted w.e.f. 

14-11-2017]  

(iii) Corduroy fabrics falling under head 5801 [inserted w.e.f. 22-9-2017]  

(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 Goods: ï This 

restriction is only in respect of refunds under section 54(3)(ii) of CGST Act. 

Thus, the restriction is not applicable to 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 available ï MF(DR) circular No. 18/18/2017- GST, dated 16-

11-2017. [The clarification is in respect of fabrics, but principle applies to all 

goods notified under Notification No. 5/2017-CT (Rate), dated 28-6-2017].  

No Refund Of ITC Even If Input Tax Credit Is More Than Gst Payble On 

Outward Supply In Case Of Construction Of Complex: ï In case of services 

of construction of complex [specified in Item 5(b) of Schedule II of CGST Act], 

refund of unutilized ITC will not be available ï Notification No. 15/2017-CT 

(Rate) and 12/2017-IT (Rate) both dated 28-6-2017. 

Refund In Case Of Export Or Supplies To SEZ: The taxable person has 

following options ï (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 within India. 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 this regard 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.  

(ii) The amount of Cenvat credit / VAT carried forward in a return shall 

be allowed to be taken as input tax credit subject to certain conditions. Un-

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.  

(iii) Credit of eligible duties and taxes in respect of inputs held in stock shall 

be allowed to a registered taxable person subject to fulfilment of certain 

conditions.  

(iv) Credit of eligible duties and taxes in respect of inputs held in stock shall 

be allowed to a taxable 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 goods are returned within a period of 6 months after the 

introduction of GST.  

(vi) Likewise, no tax shall be payable on the inputs, semi-finished goods and 

finished goods removed/ despatched earlier for job work or for carrying out 

certain processes and returned 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 with the 

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 law and the 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 

received 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 returned 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 issue of 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 GST, if the 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 of revenue, 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 tax in GST. 

3. Modes Of Recovery 

¶ Deduction of due amount from the tax amount payable to such person by 

the department 

¶ Recovery of tax by way of detaining and selling any goods belonging to 

such person 

¶ Recovery of tax from another person, from whom money is either due or may 

become due to such person 

¶ 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 

¶ Detention of any movable or immovable property belonging 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 

¶ Recovery of tax through the collector 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 over to the concerned collector, for 

this purpose 

¶ 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 

¶ Recovery of tax via enforcing the bond or instrument executed under the Act or 

any rules or regulations made under the Act 

¶ 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 an amount 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 property via sale, mortgage, exchange etc. 

after the amount has become due ï the 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, whenever there is 

a tax amount due to be paid. 

However, the transfer will not be held as void, provided: 

¶ Transfer has been made for an adequate consideration 

¶ Transfer has been made in good faith, i.e. without any intention to cause 

fraud 

¶ The taxpayer has not received any notice regarding pending tax dues or 

proceedings at the time of transfer 

¶ 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, will be 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 authority to provisionally 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 is a strong 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 files 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: 

¶ Due Amount is Increased ï In this case, the commissioner will serve 

another notice of demand for the difference amount. The old amount will 

anyway be covered by the notice issued earlier. 

¶ Due Amount is Decreased ï 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 is pending. 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 is an 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 issue of an initial order known by various 

names -assessment order, adjudication order, order-in-original, etc. 
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GST Act defines the phrase ñadjudicating authorityò as any authority competent 

to pass any order or decision under this Act, but does not include the Board, the 

First Appellate Authority and the Appellate Tribunal. Thus, in a way, any 

decision or order passed under the Act is an act of ñadjudicationò. 

Steps of appeals under GST 

 

Appeal 

level 

Orders passed by Appeal to ðð- Sections 

of the Act 

1st Adjudicating Authority First Appellate Authority 107 

2nd First Appellate Authority Appellate Tribunal 109,110 

3rd Appellate Tribunal High Court 111-116 

4th High Court Supreme Court 117-118 

 

As per the GST Act, CGST & SGST/ UTGST officers are both empowered to 

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. Similarly, 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- ïThe full amount of tax, interest, fine, fee and penalty arising 

from the challenged order, as admitted by appellant, AND ï10% 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 for the following decisions taken by a GST officer- 

¶ An order to transfer the proceedings from one officer to another officer 

¶ An order to seize or retain books of account and other documents; or 

¶ An order sanctioning prosecution under the Act; or 

¶ An order allowing 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 Appellate 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. ñAdvance rulingò means a decision provided by the Authority or the 

Appellate Authority to an applicant on matters or on 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) of the 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 it can 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 

attendance of 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 the authority 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 specified 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 of supply 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  

(f) Whether applicant is required to be registered  

(g) Whether 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 defines assessment as the determination 

of tax liability under this act and includes self-assessment, reassessment 

provisional assessment, summary assessment and best judgment assessment. On 

a broader sense, óassessmentô is the estimation of tax liability of a registered 

person i.e. amount of tax payable on value of goods or services or both supplied 

by him.  
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Self Assessment: Section 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 Assessment: Section 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 applicable there 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 are bound to execute 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 date 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 assessment order 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 interest on so much 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 actual 

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, between the 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 proper officer 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 Returns: As 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 final return under 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 cancelled and they are 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 paid relates. 

The registered person will be given 15 daysô time for submission of their reply 

after issue of best judgment notice.  

Assessment Of Unregistered Person: As per Section 63 , a taxable person is 

liable to be registered in accordance with the provision of the Section 22 of 
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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 the best of 

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 GST (Section 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 tax liability in the 

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, 2017 for audit:-  

Section 2(13) of the GGST Act, 2017, defines óAuditô as ñthe examination of 

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 in force to verify, inter alia, the correctness of turnover declared, 

taxes paid, refund claimed and input tax credit availed, and to assess his 

compliance with the provisions of this Act or rules made thereunderò.  

Accordingly, óAuditô implies ï  

(a) Detailed examination of  

(i) records, 

(ii ) returns and 

(iii ) other documents - maintained / furnished by a registered person, under 

GST law/any other law or rules;  

(b) For verification of correctness of ï  

(i) turnover declared;  

(ii) 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 compliance of the 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 registered person for such period, 

at such frequency and in such manner as may be prescribed.  
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(2) The officers referred to in sub-section (1) may conduct audit at the place 

of business of the registered person or in their office.  

(3) The registered person shall be informed 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 sub-section (1) shall be completed within a period of three 

months from the date of commencement of the audit:  

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 months.  

Explanation.ïïFor the purposes of this sub-section, the expression 

ñcommencement of auditò shall mean the date on which the records and other 

documents, called for by the tax authorities, are made available by the registered 

person or the actual institution of audit at the place of business, whichever is 

later.  

(5) During the course of audit, the authorized officer may require the registered 

person,  

(i) to afford him the necessary facility to verify the books of account or other 

documents as he may require;  

(ii) 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 audited, about the findings, his rights 

and obligations and the reasons for such findings. 

(7) Where the audit conducted under sub-section (1) results in detection of tax 

not paid or short paid or erroneously refunded, or input tax credit wrongly 

availed or utilised, the proper officer may initiate action under section 73 or 

section 74. 

Provision for access to business premises and records for audit: Sec. 71 of 

GGST Act, 2017  

(1) Any officer under this Act, authorized by the proper officer not below the 

rank of Joint Commissioner, 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 require and 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 sub-section (1)shall, on 

demand, make available to the officer authorized under sub-section(1) or the 

audit party deputed by the proper officer or a cost accountant or chartered 

accountant nominated under section 66ð  
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i. such records as prepared or maintained by the registered person and 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 Companies Act, 2013;  

v. the income-tax 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 exceeding 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 And Service Tax Rules, 2017:  

(1): The period of audit to be conducted under sub-section (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 with the provisions of section 65, the proper officer shall issue a 

notice in FORM GST ADT-01 in accordance with the provisions of sub-section 

(3) of the said section.  

(3): The proper officer authorized is conduct audit of the records and the books 

of account of 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 the Act 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 other relevant 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 finalize the 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 of sub-section 

(6) of section 65 in FORM GST ADT-02. 

Maintenance of accounts and records: Section 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 Rules 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 AD01 at 

least fifteen days prior to the conduct of audit and also request for providing 

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 same on 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. However, in case the Registered 

Person fails to comply then action under above sections of GGST Act may be 

taken and a self-contained note may be sent to the Commissionerate for taking 

appropriate/ necessary action against the Registered Person. Further the details 

of such registered persons should be forwarded to the respective Divisions for 

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 concerned authorities 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 the goods and 

services tax. Compensation will be provided to a State for a period of five 

years from the date on which the State brings its SGST Act into force. For 

the purpose of calculating the compensation amount in any financial year, year 

2015-16 will be assumed to be the base year, for calculating the revenue to be 

protected.  The growth rate of revenue for a State during the five-year period is 

assumed be 14% per annum. The base year tax revenue consists of the states 

ótax revenues from:  

 

(i) State Value Added Tax (VAT),  

(ii)  central sales tax,  

(iii)  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 products, will 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 be provisionally calculated and 

released at the end of every two 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 (Compensation 

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 e-way (electronic way) 

bill is a monumental shift from the earlier ˈDepartmental Policing Model to a 

ˈSelf- Declaration Model. It envisages one e-way bill for movement of the 
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goods throughout the country, thereby ensuring a hassle free movement for 

transporters throughout the country. The e-way bill system has been introduced 

nation-wide for all inter-State movement of goods with effect from 01.04.2018. 

As regards intra- State supplies, option was given to States to choose any date 

on or before 03.06.2018. All States have notified e-way bill rules for intra-State 

supplies last being NCT of Delhi where it was introduced w.e.f. 16.06.2018. 

New features in the e-way bill system have been introduced such as the auto 

calculation of distance based on PIN codes for the generation of e-way bill and 

blocking the generation of multiple e-way 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 Anti-profiteering Authority (NAA) has been constituted under GST by 

the Central Government to examine the complaints of non-passing the benefit 

of reduced tax incidence. The Authority shall cease to exist after the expiry of 

two years from the date on which the 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 prices. 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-I & I -A ) 

Annexure-I  

AUDIT CHECKS FOR GST :  

At present as per instructions of the AMG-III (Hqr-1) the following audit checks 

are to be followed during the course of local audit in the State Tax Department 

I. TRAN -I  

The sample size of TRAN-1 returns completed by the Department to be audited 

is shown as under: (Minutes of July 2018 MM)  

a. 100 per cent cases where input credit on closing stock is 20 lakh and 

above 

b. 10 per cent cases where input credit on closing stock is  10 lakh or more 

but less than  20 lakh 

c. 02 per cent all cases where input credit on closing stock is below 10 lakh 

 

II. Refund 

While verification of GST refund cases, the following 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. 

III. Regist ration 

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  

I.  REGISTRATION OF DEAL ERS 

 

Sl. 

No. 

Description of audit checks Remarks 

01 Whether the dealer has applied for new registration under 

GGST or migrated from VAT regimes? 

 

02 The persons who have applied for new registration, had applied 

immediately for registration on exceeding the specified 

threshold limit?  If not, whether appropriate action is taken by 

the department and GST on supply exceeding specified limit 

has been recovered? 

 

03 Threshold limit should be taken from all the places of 

businesses of the dealer with the same PAN. It can be verified 

with reference to ITR of the same PAN holder. 

 

04 Whether the details provided in the GST Registration 

Certificate with the actual principal place of business, 

additional place of business, partners/ directors details are 

correct, HSN given are relevant one, address mentioned is 

correct, proper documentation is there for the authorized 

signatories? 

 

05 Whether there are any casual registration taken 

during the audit period and they are surrendered? 

 

06 Whether The casual/non-resident taxable person makes an 

advance deposit of tax for an amount equivalent to estimated 

tax liability for the period for which registration was sought?  

 

07 It should be seen that extension for further 90 days is supported 

by sufficient cause shown by the taxable person. 

 

08 It should also be seen whether casual/non-resident taxable 

person has deposited additional amount of tax equivalent to the 

estimated tax liability for the extended period?. 
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09 Whether all the required/prescribed information/documents, 

have been submitted by the applicant seeking amendment in 

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 other 

dues for any period prior to the date of cancelation, have been 

recovered?. 

 

12 Whether the registered person whose registration is cancelled 

by the proper officer on his own motion, applied for 

cancellation within thirty days from the date of service of the 

cancellation order? 

 

13 Whether All the applications received for revocation of 

cancellation of registration is dealt by the Proper Officer as 

prescribed in Rule 

 

14 Whether decisions on such applications are taken only after 

giving the opportunity of being heard to the applicant? 

 

II.  SUPPLY 

Sl. 

No. 

Description of audit checks Remarks 

1 Whether the items are classified as Taxable, Exempted, Nil 

Rate as per Law? 

 

2 Whether all the transactions carried out by the client and check 

if they fall under the scope of supply and tax is levied on them 

accordingly or not? 

 

3 Whether interstate supply is properly determined?  

4 Whether intra state supply is properly determined?  

5 Whether the supplies made to SEZ or SEZ Developers are 

actually Zero Rated supplies or not? 

 

6 Whether LUT is applied and in place for the supplier to SEZ or 

SEZ Developers on without payment of taxes? 

 

7 Whether the composite supply is principle of taxability is 

implemented or not? 

 

8 Whether the supplies are classified as mixed supplies or not?  

9 Whether the tax rate is levied accordingly or not in case of 

mixed supplies? 

 

10 Whether the tax rate is applied properly in case of advance 

received for supply of goods or services having different tax 

rates? 

 

11 Whether on the receipt voucher is tax is levied correctly if the 

place of supply is not known at the time of receipt of advance 

from the customer? 

 

12 Whether the classification of supply of goods and services is 

carried out correctly or not? 
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III.  TIME OF SUPPLY  

Sl. 

No. 

Description of audit checks Remarks 

1  Whether Time of Supply is followed correctly for the inward 

supply of goods or services from unregistered taxpayers for 

receiver charge? 

 

2 Whether there any transactions for Time of supply where goods 

are sent on sale or approval? If yes, check if documentation is 

carried out accordingly. 

 

3 Whether the provisions of Time of Supply is followed for the 

issue of tax invoices for supply of goods or services? 

 

4  Whether the provisions related to Time of Supply are followed 

for the Continuous Supply. 

 

5 Whether the provisions are followed correctly for the issue of 

voucher as per the provisions of Time of supply 

 

IV.  CLASSIFICATION  

Sl. 

No. 

Description of audit checks Remarks 

1 Whether the goods are classified correctly as per the Customs 

Tariff Act? 

 

2 Whether the services are classified correctly as per the 

Notification No 11 of Central Taxes dated 28th Jun 2017. 

 

3 Whether the tax rate is applied on the goods are services is 

followed as per the relevant notifications from time to time 

 

4 Whether the classification of goods/services have been 

changed in GST regime as compared to pre-GST regime to take 

advantage of lower rate of tax 

(PAN India or State Level Data analysis can be done using 

Service Tax/Central Excise/VAT classification and comparing 

it with classification adopted under GST); 

 

5 Whether classification of goods/services have been changed 

after reduction in rate of tax to take advantage of lower rate of 

tax 

(For this also, to identify cases to be checked, queries can be 

run on classification before and after rate change for those 

goods/services that underwent rate change); 

 

6 In case of composite supply under GST, whether the tax rate of 

principal goods/services have been applied on the whole 

transaction or not? 

 

7 In case of mix supply under GST, whether the highest rate of 

tax have been applied on the whole transaction or not? 

 

 

8 Whether the exemption available on a particular good/service 

is taken correctly or not i.e. all the conditions of exemption 

notification are fulfilled or not? 
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9 Whether the top five goods/services as mentioned in 

registration details, feature in returns filed by the assessee or 

not.  If not, this could be due to mis-classification of 

goods/services? 

 

10 Whether any intermediate goods/services have been supplied 

and whether the classification of these goods were considered 

for tax purposes? 

 

11 Whether the classification of each product has been made 

separately when the supply of such product is independent i.e. 

all by products, scrap etc.? 

 

12 Where there is ambiguity in the description and nature of goods 

supplied, whether necessary reference has been made to the 

Rules of Interpretation of Customs Tariff as applicable to GST 

Tariff ? 

 

V. VALUE OF SUPPLY  

Sl. 

No. 

Description of audit checks Remarks 

1 Check if the provisions of Section 15 are followed for the value 

of Supply or not? 

 

2 Check if any discounts are given post supply and verify the 

GST implications if the same is not documented in the Sales 

agreement or contracts or sales orders, etc? 

 

3 Check the process followed for the internal consumption for 

determining the valuation? 

 

4 Check the pricing followed for the branch transfers?  

5 Check if all the taxes are levies other than GST are included in 

the valuation of Goods or Services? 

 

6 Check if there are any agreements for pure agents, if verify all 

the process is followed for the pure agents as per the provisions 

of the law 

 

VI.  PLACE OF SUPPLY 

Sl. 

No. 

Description of audit checks Remarks 

1 Whether the Place of Supply is determined correctly for the 

Inter and Intra state transactions are per the IGST Act on inward 

and outward supplies. 

 

2 Whether the all the conditions given are fulfilled to quality the 

transaction as Export of Goods or services. 

 

3 Whether there are any import of goods / services, verify if all 

the provisions are met. 

 

4 Whether there any Zero rated supplies, if yes all the conditions 

are full filled or not? 

 

5 Whether there are any High Sea Sales and how the place of 

supply is determined and the provisions are met accordingly. 
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6 Whether the client is having any intermediary supplies under 

GST and all the conditions are fulfilled? 

 

7 Whether the place of supply provisions are followed for the 

purchase and sale returns? 

 

8 Whether the conditions for the location of supplier and 

recipient are met as per the provisions of the law and place of 

supply is determined accordingly. 

 

9 Whether the place of supply is determined correctly for the 

supplies to SEZ / SEZ Developers. 

 

VII.  INPUT TAX CREDIT (ITC)  

Sl. 

No. 

Description of audit checks Remarks 

1 Check if input tax credit is availed only on the receipt of goods 

or services only. 

 

2 Check if the input tax credit is availed on receipt of original tax 

invoice only. 

 

3 Check the eligibility of input tax credit claimed?  

4 Check if there are any transactions on which input tax credit is 

not availed? 

 

5 Check the amount of input tax credit claimed reflected 

correctly in the GSTR ï 3B?  

 

6 Check if there any inputs used for both taxable and exempted 

supplies? 

 

7 Check in the above case the input tax credit is reversed as per 

the provisions of the law.  

 

8 Check if matching is done between the GSTR ï 2A and the 

purchase register. 

 

9 Check the input tax credit is accounted under the head inputs, 

services, capital goods, import of good and services correctly 

in the books of accounts. 

 

10 Check process followed for the reversal of input tax credit in 

case where the capital goods are sold before the completion of 

the life of the asset? 

 

11 Check if there are any invoices which are not paid within 180 

days? If there any, check the reversal of input tax credit is done 

and interest is paid 

 

12 Check the tax invoices, Debit / Credit notes received from the 

supplier are as per the provisions of the law?  

 

13 Check if the input tax credit is availed, the GSTIN is mentioned 

correctly on the supplierôs tax invoice. 

 

14 Check if there is any credit which is availed is falling under the 

blocked input tax credit 

 

15 Check if there any transition credit availed in GST TRAN -1, 

if yes is the assessment is complete 

 

16 Check if there is any input tax credit availed form transition  
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from Composition taxpayer to regular tax payer. 

17 Check whether entries  in Inward supplies records for input 

tax and reconciled with Invoices from the vendors? 

 

18 Whether the inward supplies records with Monthly return and 

ascertained reasons for variations, if any? 

 

19 Whether monthly return is tallied with Input tax credit 

receivable, if  any? 

 

20 Whether input tax credit is availed on capital goods? If yes, 

whether credit is reversed as per Rule 43 of 

the CGST Rules? 

 

21 Whether  of input tax credit for the goods sent for job work is 

reversed? 

 

22 Whether input tax credit availed is debited to recoverable 

account for availing re-credit? 

 

23 Whether the supplier has availed both benefits of depreciation 

and input tax credit? 

 

24 Whether Input tax credit is reversed against the receipt of 

Credit Note? 

 

25 Whether input tax credit is bifurcated in to eligible, ineligible, 

blocked and common credits? 

 

26 Whether the common credits  are  reversed  as per Rule 

42 of the CGST  Rules? 

 

27 Whether reconciliation of input tax credit between GSTR 3B 

and GSTR 2A is done? 

 

28 Whether transitional Credit is availed as per the provisions of 

the law? 

 

29 Whether any ineligible transitional credit is reversed as per 

the law? 

 

30 Any Reversal of Input Tax Credit for change in  scheme from 

composition to Regular? 

 

31 Whether separate registration is taken as per the Provisions of 

law for Input Service Distributor?  

 

32 Whether any tax is payable under reverse charge and obtained 

separate Registration? 

 

33 Whether eligible and ineligible input tax credit  is apportioned 

as per the GST law? 

 

34 Whether the calculation of Turnover for allocating the input 

tax credit is as per the law? 

 

35 Whether the ISD invoice containing the relevant particulars is 

issued correctly as per the provisions of the law? 

 

36 Whether Inward supplies received from unregistered persons 

liable to reverse charge  on which tax is paid & ITC availed 

have been reversed? 

 

37 Whether any input tax credit in respect of goods/Services have 

been restricted in terms of Section 17(5) of the CGST Act 
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38 Whether input tax credit availed are in respect of use in course 

or furtherance of business? 

 

39 Check the inward supplies records with Monthly return and 

ascertained reasons for variations, if any?  

   

 

40 Whether input tax credit is bifurcated in to eligible, ineligible, 

blocked and common credits? 

 

41 Whether ITC has been reversed on purchases made from 

cancelled/ab-initio cancelled dealers? 

 

VIII.  REVERSE CHARGE 

Sl. 

No. 

Description of audit checks Remarks 

1 Check if reverse charge tax is paid under 9(4) of the CGST Act 

2017 up to 12th October 2017? 

 

2 Check if any taxes are paid under reverse charge on notified 

supplies under Section 9(3) and 9(5) of the CGST Act 2017 is 

duly paid? 

 

3 Check if the payment for revers charge is made correctly or 

not? 

 

4 Check if input tax credit on reverse charge payment is take only 

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 reverse 

charge 

 

IX.  REFUND 

Sl. 

No. 

Description of audit checks Remarks 

1 Whether refund application was filed within due time by the 

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 scrutinized the refund 

application within 15 days ensuring compliance of all 

conditions prescribed under Act/Rules? 

 

4 Whether acknowledgement/deficiencies were communicated 

to the assesse within 15 days? 

 

5 Whether the Proper Officer had intimated the applicant to file 

fresh application in cases where deficiencies were noticed? 

 

6 Whether refund application had all supporting documents, 

certificates of Chartered Accountants/Cost Accountants where 

required, attached with it as per prescribed provisions? 

 

7 Whether in the case of refund of unutilized input tax credit, 

debit entry of the amount is attached with the claim of refund? 

 

8 Whether the Department has ensured that, as per Notification 

No. 15/2017-Central Tax (Rate), no refund of unutilized ITC 

has been allowed under sub-section (3) of section 54 of the 
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said CGST Act, in case of supply of services specified in sub-

section (b) of item 5 of Schedule II of CGST Act 

9 Whether Bank Realization Certificate (BRC) was issued for 

granting of refunds of export of services 

 

10 Whether before granting provisional refunds assesseeôs 

background was checked in respect of any offence committed 

under the Act or under an existing law for tax evasion  

exceeding  2.50 lakh 

 

 

11 Whether provisional refund was sanctioned within seven days 

from the acknowledgement 

 

 

12 Whether the Department had exercised all the checks before 

sanctioning the refund claims 

 

13 Whether refund claimed for wrong tax paid, was subject to 

provision of unjust enrichment 

 

14 Whether refund claim was disposed off within time  

15 Whether before crediting any refund amount to assesseeôs 

accounts, it was ascertained that there was no outstanding 

demand pending against the assesse under the Act or an 

existing law 

 

16 Where any amount of refund is withheld, the assesse had been 

informed of the reasons for withholding of refund amount 

 

17 Whether interest which was payable due to belated disposal of 

refund claim had been paid in all cases and whether the reason 

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 appropriately 

accounted in the books of account 

 

19 Whether rejection for refund has been recorded appropriately  

20 Whether Refund rejected has been re-credited to Electronic 

Credit Ledger 

 

21 Whether three Registers as envisaged in the Circular No. 

17/2017-GST are being maintained by the Office of the 

jurisdictional proper officer, and are complete in all respects 

 

22 Whether timeliness as specified under the rules were adhered 

to in regard to FORMS GST RFD 02 to FORMS GST RFD 09 

 

23 Whether the refund order issued either by Central Tax 

Authority or the State Tax Authority was communicated to the 

concerned counter-part tax authority within prescribed 

timelines of three days. Reasons for delay, if any may be called 

for 

 

24 Whether the minimum threshold limit of  less than 1000 was 

adhered to 

 

25 Whether the refund arising out of existing law was paid as per 

the existing law and were made in cash and were not allowed 

as ITC 
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26 Whether in case of refund of ITC in case of inverted duty 

structure, the formula prescribed under Rule 89(5) had been 

adopted for granting maximum refund amount 

 

27 Whether adjustment of any outstanding demand against refund 

was done in terms of rule 92(1) 

 

28 Whether any amount was withheld from the refund in terms of 

rule 92(2), the proper officer passes such orders in prescribed 

form informing the registered person the reasons for such 

withholding 

 

29 Whether refund of input tax credit in case of zero rated supply 

was granted as per the formula envisaged in rule 84(4) 

 

30 Whether refund claim under rule 95 of CGST Rules, 2017 was 

accompanied by all the supporting documents 

 

31 Whether all such invoices were above five thousand limit and 

had all the details as prescribe in rule 95(1)  of CGST Rules, 

2017 

 

32 Whether all returns were filed by casual/non-resident taxable 

person before refunding excess advance tax 

 

33 In case of refund of integrated tax paid on goods exported out 

of India, confirmation from Customs authorities had been 

received 

 

34 In case of export of services under bond or letter of 

undertaking, the applicant had given the undertaking to pay the 

refund amount with interest in case of non-fulfillment of export 

obligations 

 

35 Whether the Department had taken any action to confirm the 

export of goods/services in case of export of goods/services 

under bond or letter of undertaking 

 

36 Whether any action to recover the refunded amount with 

interest is initiated in case of non ïexport of goods/services 

 

37 In case of claim of refund of IGST for exports to Bhutan, 

whether it was verified if such refund was paid/payable to 

Government of Bhutan and not to the exporter 

 

38 Whether the Standing Committee on Consumer Welfare Fund 

had been constituted according to the provisions of the Act 

 

39 Whether all the amount due had been credited to the Fund had 

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 or 

organization background checks as prescribed in rule 97(6) of 

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 Export 

General Manifest 

 

44 Whether as per CBECôs Circular 37/11/2018-GST dated 

15.03.2018, in refund case, lower of the invoice value  to be 

adopted 
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X. GOODS SENT TO JOB WORK 

Sl. 

No. 

Description of audit checks Remarks 

1 Check if all the provisions of Job Work are met?  

2 Check delivery challan are issued when material is shipped to 

Job 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 of 

GST are returned back within 6 months from the date of 

rollout of GST? 

 

5 Check the Job Worker is endorsing the challans before the 

material is being returned back to the assesse? 

 

6  Check if the delivery challans are separately numbered for 

the challans issued for the Job Work? 

 

XI.  PAYM ENT AND RECOVERY OF TAX, PENALTY AND INT EREST 

Sl. 

No. 

Description of audit checks Remarks 

1 Whether the GST Liability is discharged on time or not?  

2 Whether Interest is paid as per provisions of section 50 for 

delayed payment of taxes if any? 

 

3 Whether the amount of tax collected is not more than the tax 

payable by the recipient or not? 

 

4 Whether tax liability is discharged under the correct heads 

and not discharged under wrong heads? 

 

5 Whether any such cases, check refund is claimed or how it is 

adjusted? 

 

6 Whether the Proper Officer has serviced/issued notices at least 

three/six months prior to the time of three/five years as the case 

may be applicable. 

 

7 In pending cases, whether the statement was issued for the 

years subsequent to the period covered in Show Cause Notice 

 

8 In pending cases, whether the statement was issued for the 

years subsequent to the period covered in Show Cause Notice? 

 

9 Whether the tax liability and interest payable by the taxpayer 

correctly ascertained by the Proper Officer before conclusion 

of proceedings ?  

 

10 Whether the Proper Officer had issued an order under rule 

142 of CGST Rules, 2017 after verification of the payment 

details ? 

 

11 Payment is required to be made within 30 days of service of 

notice.  If not paid, action taken by the Proper Officer may be 

verified. 

 

12 Whether the Proper Officer checked the correctness of 

payment details from the electronic ledgers available on ? 
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13 Whether in cases in which appellate authority/tribunal or Court 

concludes that notice given under Section 74(i) is not 

sustainable, whether the Proper Officer determine the tax 

under sub-section 73(1) ? 

 

14 Whether there exists a fool proof mechanism to ensure that tax 

collected is deposited in Government account immediately.  It 

may be kept in view that for this purpose there is no time limit 

for issue of notice to make recovery ? 

 

 

15 If not paid, whether the recovery proceedings had been 

initiated by the Proper Officer against the assessee. 

 

16 Whether payment of the confirmed demand by the assessee 

within three months of the order is monitored. 

 

17 Whether Proper Officer had followed the prescribed process 

for recovery of confirmed demand as laid down in Section 79 

of the CGST Act, 2017. 

 

18 In case any assessee is allowed extended time or permitted for 

payment of confirmed demands in instalments by the 

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 the tax 

demand confirmed is enhanced in appeal/revision 

proceedings.  In so far as the amount already confirmed prior 

to disposal of appeal/revision, the recovery proceedings may 

be continued from the stage at which such proceedings stood 

immediately before such disposal of appeal/revision. 

 

20 Check if the liability as per the GSTR ï 3B is matching with 

liability as per GSTR ï 1 and the sales register or not? 

 

21 Check if there is any interest payment on delayed payments is 

discharged or not?  

 

22 Check the liability for GSTR -1 matching with the liability as 

per GSTR ï 9 filed. 

 

23 Check all the amendments to the invoices are getting 

reflected in the GSTR ï 1 and GSTR ï 3B correspondingly if 

any 
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Also Refer the CAGôs Office Guidelines for Audit and Checklist 

on various topics issued from time to time and forwarded by 

E-Mail to field parties 

1. Compensation cess/ fund in GST 

2. Demand and Recovery process in GST 

3. E- commerce provisions in GST 

4. Classification provisions in GST  

5. Refunds provisions in GST 

6. Registration provisions in GST 

7. Time place and value of supply of Goods and service. 

8. Audit by Tax Authorities and special audit and Assessment in 

GST. 

9. "Offence and Penalty provision in GST" and "Appeal and 

revision in GST" and etc. 
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Section II 

 

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 

(f) 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 statutory value. A construction placed by the 

executive Government cannot bind Audit or a Tribunal or a quasi-judicial 

Tribunal. They are merely administrative directions issued by the Executive and 

must be within the ambit of the laws and the rules. 

1. BASIC FEATUR ES 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 

Schedules. Schedule I comprises all tax free goods. Section 5 of the Act governs 

this Schedule. Schedule II contains list of various goods which attract VAT and 

Schedule III contains goods which attract tax on petroleum product. Section 7 

of the Act governs this Schedule.  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 Act (vide GUJARAT ACT NO. 

26 OF 2017 may be called the Gujarat Value Added Tax (Amendment) Act, 

2017), Schedule I and Schedule II shall be deleted and for Schedule III, the 

following Schedule shall be substituted, namely:-  
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SCHEDULE III 

(see section 7 ) 

GOODS, THE SALE OF WHICH IS SUBJECT TO T AX 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 as 

petrol) 

Twenty-six paise in the 

rupee 

3 Petroleum Crude Five paise in the rupee 

4 Aviation Turbine Fuel (Duty Paid) Thirty paise in the rupee 

5 Aviation Turbine Fuel (Bonded) Thirty-eight paise in the 

rupee 

6 Natural Gas Fifteen paise in the rupee 

7 Alcoholic Liquor for human 

consumption 

Sixty-five paise in the rupee 

¶ VAT is a modern and progressive form of sales tax.  It is a multipoint tax with 

provision for granting set-off or credit of the tax paid on the purchases to be 

utilised against the tax payable on sales. In simple terms óvalue addedô means 

the difference between the sale price and the purchase price. Goods 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, when there is sale 

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 below explains the concept of VAT in a simple manner. 

 

 

 

 

 

 

 

 

 

Manufacturer B  

 

Sale Price 100 
VAT 10 % ( 10) 

 

Raw Material 
Producer A  

 
Sale Price 180  

VAT 10%  

Total VAT 18 

Tax Payable 18 
less 15= 3 

 

Sale Price 150 
VAT 10%  

Total VAT 15 

Tax Payable 15 
less 10= 5 

 

Wholesaler C  

 

Sale  Price 200 

VAT 10%  

Total VAT 20 

Tax Payable 20 less 18= 2 

 

Consumer E  

 
Retailer D  
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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 Registered 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 output 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 are only 87 entries in Schedule II and 6 entries in Schedule III.  

¶ 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 been restricted under VAT. 

There is no provision of cent percent assessment 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 Government to levy 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 additional tax is governed by Section 1(A) of section 7 or sub section 

(6) of section 9. The additional tax is chargeable from 1-4-2008.Two and half 

paise in the rupees on the goods specified in the entries at serial numbers 25, 

46B, 48A, 49A, 49B, 51A, 76A and 87 is leviable whereas one paisa in the rupee 

on the goods specified in other entries except in entry at serial number 13 in 

Schedule II is leviable on goods specified as declared goods and under Section 

2(11) of the Act. With effect from 11.4.2014, additional tax is also leviable on 

declared goods at the rate of one paise in the rupee. 

Business: Section 2(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 the nature of trade, 

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 or concern. 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 

(ii) includes of any transaction of buying or selling or supplying of goods which 

is ancillary or incidental to or resulting from such trade, etc. 

Dealer: Section 2(10) 

ñDealerò means any persons who, for the purpose of or consequential to the 

engagement in or, in connection with or incidental to or in the course of his 

business buys, sells, manufactures, makes supplies or distributes 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 produce 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 institution 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: Section 2(11) 

These are the goods enumerated in Section 14 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 11-4-2011. 

Goods: Section 2(13) 

All kinds of movable property with the exception of newspaper, actionable 

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: Section 2(15) 

Since the person who carries on business is a dealer, it is 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 (11) Central 

Government (12) State Government. 

Registered Dealer: Section 2(20) 

ñRegistered dealerò means dealer registered under this Act who holds a 

certificate of registration granted or deemed to have been granted under this Act. 

Resale: Section 2(21) 

ñResaleò means a sale of purchased goods (i) in the same form in which they 

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: Section 2(23) 

ñSaleò means a sale of goods made within the State for cash or deferred payment 

or other valuable consideration and includes, 
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(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 purpose (whether 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, 

(f) 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 goods being 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, 

(j)  Disposal of goods by a person in the manner prescribed in Explanation (iii) 

to clause 10 but does not include a mortgage, hypothecation, charge or 

pledge; and the words ñsellò, ñbuyò and ñpurchaseò with all their 

grammatical variations and cognate expressions shall be construed 

accordingly. 

Explanation 

(i) For the purposes of this clause, ñsale within the Stateò includes a sale 

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 of sub clause (b) ñworks contractò means a contract for 

execution of works and includes such works contract as the State Government 

may, by notification in the Official Gazette, specify; 

(iii)  every transfer of property in goods by the Central Government, any State 

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 of the term ósaleô does not include mortgage, hypothecation, 

pledge or charge on goods, it is necessary to understand these terms. 

(A) Mortgage  

Section 58(a) of the Transfer of Property Act defines a mortgage to be ñthe 

transfer of interest in specific immovable property for the purpose 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 possession; it 

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 freeing them from the obligation. 

(C) Pledge  

Under Section 172 of the India Contract Act, 1872 (IX of 1972) pledge is the 

óBailment of goods as security for payment of a debt or performance of promise. 

(D) Charge 

Section 100 of the Transfer of property Act, 1882 says that ñwhere immovable 

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 latter person is said to have a charge on the propertyò. 

Taxable Goods: Section 2(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 Section 2(36)   

Year means a financial year. 

Zero Rated Sale: See Section 2(37) 

ñZero rated saleò means a sale of goods by a registered dealer to another 

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 SECT IONS  

Sections 7 and 9 are charging sections. 

These Sections are explained below:- 

¶ As per Section 7(1) State Government shall levy the tax on turnover of sales 

of goods specified in Schedule II and III at the rate mentioned against each 

entry and additional tax 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 II or III, but the state 

Government cannot enhance the rate of tax.  

¶ Section 9(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 II or III. 

¶ Section 9(2) provides that a registered dealer purchasing sugarcane from a 

person who is not a registered dealer for use in manufacture of sugar or 

khandsari is liable to pay purchase tax on purchase of such sugarcane at the 

applicable rate. 

¶ Section 9(3) provides a person or a dealer who has purchased any taxable 

goods under certificate or 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 II and III. 

¶ Section 9(4) provides that 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 of the materials 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 TAX IN 

CERTAIN CASES: SEESECTION 57 

This Section speaks about liability of person under different 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 liable to pay 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 Family (HUF), 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 are 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 possesses a valid 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 registering authority 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 prescribed authority is 

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 

contingency or event to the registering authority. 

Dealers already registered under Gujarat Sales Tax (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 (Section 22) 

(i) Any person intending to commence or having commenced a business may, 

notwithstanding that he is not liable to get registration under section 21, apply 

to the authority competent to grant registration in the prescribed form for 

registration. 

(ii) The authority competent to grant registration, after making such enquiry as 

it may consider necessary, may grant a certificate of registration in the 

prescribed manner from the date of application or as the case may be from the 

date of commencement of business and the provisions of section 21 shall mutatis 

mutandis apply. The dealer has to deposits an amount of rupees twenty five 

thousand in the Government Treasury. 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 dealer liable 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 may be prescribed. 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 

the applicant 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 accordance with the provisions 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: 

¶ The amount of tax credit shall be reduced by the amount of tax calculated 

at the rate of 4% on the taxable turnover of purchase within the State:  

¶ of taxable goods consigned or dispatched for branch transfer outside the 

State,  
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¶ of taxable goods which are used as raw materials in the manufacture or in 

the packing of in goods which are dispatched outside the State, and  

¶ of fuels used in the manufacture of goods. (Sec. 11(3)(b)) 

ITC Reversal @ 2% For Inter State Sales (@1% w.e.f. 01.04.20148 vide 

GHN-14 VAT-2014-S.11(6)(4)-TH dated 23-09-2014)  

Input Tax Credit (ITC) will have to be reversed w.e.f. 1st July, 2010 @ 2% of 

taxable turnover of purchases within the state, of goods, other than Schedule-II 

(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. 01-10- 2010, no such reversal will have to be made for following goods 

of schedule II. a) Entry 13 - Bullion, etc. b) Entry 24 - Cotton & Cotton waste, 

Bidi Pan, timaru Pan c) Entry 48(i) - 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) Entry 76 - Timru Leaves 

or Beedi Leaves. 

Where whole ITC shall be reduced on ñNatural Gasò when sold/ resold in the 

course of inter-state trade and commerce or consigned or dispatched for branch 

transfer or to agent outside the State. (Notification No.(GHN-70)-VAT-2016-

S.11(6)(7)-TH dated 28 November, 2016) 

 

Tax Credit shall not be allowed for purchase:  

¶ made from any person other than a registered dealer under this Act, 

¶ 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 the date of registration, 

¶ made during the course of inter-State 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 manufacture, 

¶ of the goods specified in the Schedule I (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 products:Crude 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 Natural gas 

Explanation: ñPetroleum productò means any commoditymade from petroleum or natural gas 

and shall include refined crude oil, processed crude petroleum, cracking stock, uncracked fuel 

oil, fuel oil, treated crude oil residuum, casing head gasoline, natural gas gasoline, naphta, 

distillate gasoline, kerosene, waste oil, blended gasoline, lubricating oil, blends of mixture of 

oil with one or more liquid products or by-products derived from oil or gas, and blends or 

mixtures of two or more liquid products or by-products derived from oil condensate; gas or 

petroleum hydrocarbons; whethere herein enumerated or not 
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¶ of the goods and capital goods used in manufacture of goods specified in 

the Schedule I or the goods 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, 

¶ of vehicles of any type and its equipment, accessories or spare parts (except 

when the purchasing dealer is in the business of sale of such goods), 

¶ of the goods which are used as fuel in generation of electrical energy for 

captive use or otherwise, 

¶ of petrol, high speed diesel, crude oil and lignite unless such purchase is 

intended for resale, 

¶ of capital goods used in transfer of property in goods involved in execution 

of works contract, 

¶ 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 who is 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, 

¶ made from a dealer after the name of such dealer has been published under 

Section 27(11) or 97 of the Act, 

¶ of the goods which are remained as unsold stock at the time of closure of 

the business, 

¶ of the goods purchased during the period when the permission granted 

under Section 14(1)(a) remained valid under Section 14(1)(b), 

¶ where original or duplicate tax invoice is not available with the purchasing 

dealer or there is an evidence that it was not issued by the selling dealer 

(Section 11(5)) 

¶ 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 (Section 11(8)(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 business, the Act 

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 lump sum tax in 

lieu of regular tax: 

¶ Re-sellers, 

¶ 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. 

8.1 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: 

¶ Total turnover does not exceed 50 lakh in the previous year.  

¶ Permission for payment of lump sum tax shall not be granted to a dealer 

who: 

¶ Is an Inter-State 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 sales or purchases 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 contravention; he shall be liable to 

pay tax under Section 7 and 9.  

¶ Rate of lump sum tax applicable to such dealers is one-half per cent of total 

turnover. 

¶ Further, a lump sum tax permission holder shall not claim ITC, or charge 

any tax in the sales bill, or issue 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) provides 

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) provides for levy of additional tax on turnover of 

purchases liable to tax under sub-section (1) and (5), wherever prescribed.  

¶ The dealer shall follow the following procedure to obtain permission for 

composition of tax: 

¶ Application form for payment of lump sum tax in Form-210 shall be 

submitted by a registered dealer to the CTO concerned. Rule 28(1). 

¶ 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 Form-211. 

¶ 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)  

¶ The word óWorksContractô has not been defined in the Act. Hence, 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 dealers 

etc. 

¶ Workscontract dealers canbe assessed under two options: 

¶ When the dealer has opted for composition 

¶ When the dealer has not opted for composition 

When the dealer has opted for composition 

¶ The composition rates applicable to different kinds of dealers are given 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: 

¶ Section 14A(1) The Commissioner may, in such circumstances and 

subjectto such conditions as may be prescribed, permit every dealer referred 

to in sub-clause (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 composition at such rateas may be fixed by the 

StateGovernment by notification in official gazette. 

¶ Section 2(10)(f) says that óany person who transfers property in goods 

(whether as goods or in some other form) involved in the execution of a 

works contractô willbe considered as óDealerô. 

¶ 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. 

¶ Section 14A(2) The provisions of sub-sections (3) and (4) of section 14 shall 

apply mutatis mutandis to a dealer who is permitted under sub-section (1) to 

pay lumpsum tax by way of composition. 
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o The most important provision is Section 14A(2) which says that 

provisions of section 14(3) and 14(4) will also applyto the 

workscontract dealers who have opted for composition. 

 

¶ Section 14(3) 

o A dealerwho is permitted topaylump sumtax shall not - 

o Beentitledtoclaimtaxcredit in respect of tax paid by him on his 

purchases, 

o Charge any taxunder this Act in his sales billor sales invoice in 

respect of the sales on which lump sum tax is payable; and 

o Issue tax invoice to any dealer who has purchased the goods from 

him. 

¶ Section 14(4) 

o A dealerwho is permitted topaylump sumtax shall beliable to pay 

purchase taxleviableunder Sub-sections (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: 

o An applicationforcomposition shall be made within 30 days from the 

beginning of the contract. Rule 28(8)(b) (iii)  

o 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 compositionpayable for the particular 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 month. Rule 28(8)(b)(iv) 

o The dealer shall not use the goods in the execution of works contracts 

covered under the permissiontopaylump sum tax, if the goods are- 

o Purchased in the course of interstatetradeor imported from outside 

India 

o Received from his branch situated outside the State. Rule 29(8)(vi-

a)(1) 

o If the permissiontopay lump sum tax is granted, the dealer shall not 

dispatchthe goods to his branch situated outside the State. Rule 

28(8)(vi-a)(4).  

o According to this, the amount shall be considered to have been 

received from the date on which it becomes dueasper the schedule 

of payment, if it is provided in the contract, 

o The date on whichthe bill is prepared, if there is no schedule of 

payment. Rule 28(8)(e). 
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o The composition money shall be payable by the dealer on the full 

amount received 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 sub-contract, if any, made with sub-

contractor.  Rule 28(8)(c). 

o The option exercised under this rule shall be final and irrevocable. 

Rule 28(8)(i). 

 

Rate Of Lump Sum Tax Is As Under 

 

Sr. 

No 

Description of workscontract Rateof lump sum tax 

1 

All kinds of works contracts 

other than any of the following 

entries 

2% of total value of 

workscontract 

2 

Processing of Polyester Textile 

Fabrics including bleaching, 

dyeing and printing thereof. 

0.5% of total value of works 

contract 

3 

Various kinds of civilworks as 

listed in this entry 

0.6% of totalvalue of 

workscontract (w.e.f. 11/10/06). 

Before this date, 2% was 

applicable. 

 

When the dealer has not opted for Composition 

¶ 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 execution 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 Section 2(30)(c), 

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 towards labour, 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) provides that in relationtoworkscontract turnover, the 

charges towards labour, service and other like charges shall be deducted 

from the taxable turnover. 
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¶ Notwithstanding anything contained in this Act, taxcredit shall not be 

allowed for purchases of capitalgoods used in transfer of property in goods 

involved in the execution of works contract. Section 11(5)(mm) 

8.3 COMPOSITION OF TAX O N AGRICULTURAL PRODU CE 

¶ Section 14B defines the role of a Commission Agent, who exclusively 

carries on business of agricultural produce and who is licensed as general 

commission agent with a market committee established under the Gujarat 

Agricultural Produce Market Act, 1963. 

¶ Section 14B provides conditions under which a dealer can be allowed to pay 

lump sum tax. Accordingly, permission for payment of lump sum tax shall 

not be granted to a dealer who: 

o Is an Inter-State trader or an exporter. 

o Purchases the goods in the course of inter State trade or import. 

o Effects branch transfer or receives the goods through inter State 

branch transfer. 

o Sells the goods to a person who is not a registered dealer. 

o Sells the goods to a dealer who is permitted to pay lump sum tax 

under section 14. 

o Further, a lump sum tax permission holder shall not: 

o Claim ITC, 

o Charge any tax in the sales bill, and 

o Issue tax invoice to purchasers. 

o 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. 

o Permission for lump sum tax will remain valid till the dealer follows 

the provisions of the Act and Rule, on contravention; he shall be 

liable to pay tax under section 7 and 9. 

¶ 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 Form-210A shall 

be submitted by a commission agent to the CTO concerned. Rule 

28A(1). 

o The permission shall be granted in Form-211A. Rule 28A(3). 

o 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 R IGHT TO USE 

THE GOODS 

¶ The term ñRight to Use Goodsò has been understood to be transfer of right 
to use goods by way of lease, license, bailment, exchange etc. Transfer of 

right to use goods is one of the elements of ñdeemed saleò. Therefore, at 

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 use 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 lump-sum tax. Accordingly, a composition tax 

permission holder shall not: 

o Claim ITC, 

o Charge any tax in the sales bill, and 

o Issue tax invoice to purchasers. 

o 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 the 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 Four per cent of 

total turnover. (Notification No. GHN 63 dated 17.5.2006) 

¶ Procedure to obtain permission for composition of tax has been explained 

below: 

o Application form for payment of lump sum tax in Form-210B shall 

be submitted by a dealer to the CTO concerned. Rule 28B(1). 

o The permission shall be granted in Form-211B. Rule 28B (3). 

8.5  COMPOSITION OF TAX O N SALES OF EATABLES BY 

HOTELS, RESTAURANTS, CATERERS ETC. 

¶ Section 14D provides 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 form (whether processed 

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 a dealer 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 aerated) and soda water, ice-cream 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 under sub-section 

(1) of Section 14D:  

¶ Alcoholic and non alcoholic beverages, including soda water. 
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¶ Aerated, mineral, purified, medicinal, and ionic or emineralised water or 

water sold in sealed container. 

¶ Ice cream and kulfi 

¶ Biscuit (branded). 

Section 14D provides conditions under which a dealer can be allowed to pay 

lump-sum tax. Accordingly, a lump sum tax permission holder shall not: 

o Claim ITC, 

o Charge any tax in the sales bill, and 

o Issue tax invoice to purchasers. 

o 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 provisions 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 is four per cent of 

total turnover. (Notification no. GHN 89 dated 17.8.2006). 

o The dealer shall not import 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 trade goods like, disposable bowls, spoons, straw, paper 

napkin, packing materials and oven, freeze and other capital goods. 

(Circular dated: 11.07.2008) 

¶ Procedure to obtain permission for composition of tax is explained as under 

(Rule 28 C): 

o Application form for payment of lump sum tax in Form-210C shall 

be submitted by the dealer to the CTO concerned. Rule 28C (1). 

o The permission shall be granted in Form-211C within a period of 

fifteen working days. 

o A 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 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 in the 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 net tax payable/refund due by a dealer during a 

return period, also known as ñtax periodò. Filing of true and correct return 

within the stipulated time is not only mandatory but also a legal obligation 

of the registered dealer. By not filing return within the given 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 form as may 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 table below: 

 

S.No. 

 

Return/ 

Form No. 
Periodicity Nature of dealer/ mandatory period 

1 201 along 

with 201A, 

201B 

Monthly 

(Rule19)  

A registered dealer  

(1) whose turnover exceeded rupees fifty 

lakh in the previous year, 

(2) who make zero rated sale under Section 

5A of the Act, 

(3) who import or export the goods out of 

territory of India, 

(4) who being an eligible unit obtained a 

certificate of entitlement under Rule 18A, 

(5) who has established an industry in SEZ or 

developer or co-developer  of SEZ, 

(6) who is a unit carrying on business in the 

processing area or in the demarcated area 

of SEZ, 

(7) who is registered under the provisions of 

the CST Act, 1956 or  

(8) who deals in commodities (i) Timber (ii) 

Ceramic tiles (iii) scrap of iron and steel 

(iv) Tobacco and tobacco products 

(excluding unmanufactured tobacco)and 

(v) major minerals as may be specified by 

the Commissioner. 

Where taxable turnover exceeds one 

crore, returns is to be uploaded on website 

of the Department. 

2 201 

alongwith 

201A, 

201B 

Quarterly A registered dealer (who is not liable to 

pay tax exceeding sixty thousand during 

year or previous year) and 

(1) Who purchases goods from the state and 

sold the same in state of Gujarat, 

(2) Who is manufacturer or sell and purchase 

in the course of inter State trade and 

commerce or dispatch or received goods 

from his branch or from consigning 

agency, 

(3) Who has been granted permission to pay 

composite tax. Where taxable turnover 

exceeds one crore the returns is to be 

unloaded on website of the Department 
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3 201 Half 

yearly 

A registered dealer who is a co-operative 

society engaged in the manufacture of 

sugar or khandsari 

4 202 Monthly/ 

Quarterly/ 

Annual 

Every registered dealer who is granted 

permission under section 

14,14A.14B,14C or 14D 

5 203 or 204 Monthly Every dealer who hold certificate of 

exemption or certificate of deferment of 

tax under any or the incentive scheme and 

availed the benefit of the scheme. 

6 205 Annual Every registered dealer furnish annual 

return by way of self assessment  

Explanation: Quarter means the period of three months ending on 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 furnish a revised return 

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 quantification 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 into existence, 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 assessment. 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 tax is a pre-condition 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 revised returns is subject to scrutiny by the 

Commissioner. The Commissioner may issue notice for the circumstance 

mentioned in Sub-section 2 of Section 32 of the Act requiring him to explain 

him in writing, the basis on which dealer has furnished such returns or revised 

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 basis 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 Sub-section (4) of Section 32.  

10.2 Self Assessment 

As per Section 33 of the GVAT 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 furnished by such dealer are correct 

and complete and notice under Sub-section (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 three years 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 heard, pass 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 to such 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 has reason 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 who 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 within four years from the end of the year in respect 

of which or part of which tax is 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 per section 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 assessed at a 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 notice subsequently. 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 the opinion 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 calculate the tax liability 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 Act, the 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 earlier laws and shall refund 

the balance. No such adjustment shall be made towards recovery of an amount 

stayed by an appellate authority. 

11.1 Provisional Refund 

¶ If a registered dealer has filed any return which shows any amount to be 

refundable to the dealer, the Commissioner may grant provisional refund 

pending assessment. The dealer has to apply in such form and in manner 

prescribed. 

¶ The Commissioner may require the dealer to furnish Guarantee or other 

security for an amount equal to the amount of refund. 

¶ The Commissioner may direct early assessment of relevant period and adjust 

the provisional refund against the tax due. 

¶ Excess amount of provisional refund shall be recovered as if it is a tax due 

and interest shall be charged at the rate of eighteen per cent per annum from 

the date of grant of provisional refund till the date of assessment (Section 

37). 

11.2 Interest On Refund (SECTION 38) 

¶ Where refund of any amount of tax becomes due as per an order of 

assessment, the dealer shall be entitled to simple interest at the 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. 

¶ Where the dealer has paid any amount of tax after the closure of accounting 

year and such amount is required 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. 

¶ Where the realization of any amount remains stayed by the order of court or 

authority and such order is subsequently vacated, interest shall be payable 

also for a period during which such order remained in operation. 

¶  

12.  OFFENCES AND PENALTI ES/ INTEREST  

12.1 Besides payment of tax, the dealer, under certain circumstances, has to 

pay penalty and interest. These provisions are explained below: 
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S.NO. DEFAULT  PENALTY  

1 Penalty for not making application for 

registration (Section 34(8) of the 

GVAT Act) 

Equal to tax assessed or a 

sum of rupees five 

thousand, whichever is 

more. 

2 Penalty for unauthorised collection of 

tax (Section 31(3) and (4) of the GVAT 

Act) 

 

Amount so collected shall 

be forfeited and penalty of 

a sum equal of such 

amount is payable in 

addition to tax.  

3 Penalty for avoidance or evasion of tax 

(Section 34(7)of the GVAT Act) 

 

Penalty of a sum not 

exceeding one and half 

time of the amount of tax 

assessed for the said 

avoidance or evasion. 

4 Penalty on awarder where an awarder 

of a works contract fails to deduct the 

amount in lieu of tax from the bill of 

contractor as prescribed, or after having 

deducted such amount from such bill 

does not deposit the same in the 

prescribed manner and time(Section 

59B(12) of the GVAT Act) 

A sum not exceeding 

twenty five per cent of the 

amount required to be 

deducted by him. 

12.2 Clauses (a) to (g) of Section 85 (1) 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 provided that in absence 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 conviction, 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 exceeding rupees one hundred during the period of the 

continuance of the offence is recoverable. 

12.3 Composition of Offences  

Once a decision is taken to initiate prosecution proceeding, Section 89 of the 

Act authorises the Commissioner to compound the offences 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 the turnover 

of sale or purchase to which said offence relates, whichever is greater. 
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Section III  

 

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 goods in the course of inter-State Trade or 

Commerce. The Act also formulates principles for determining when a sale or 

purchase of goods takes place in the course of inter-State Trade or Commerce 

or outside the State or in the course of an import into or export from India. 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 State law is employed for 

administering the Central Act. Provisions of State Law regarding the filing of 

returns, appeals, revisions, penalties, compounding of offences are applicable 

mutatis mutandis. The 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  

 

ü Inter -State Sale 

A sale or purchase of goods is deemed to take place in the course of inter State 

trade or commerce, if the sale or purchase: 

¶ occasions the movement of goods from one State to another or ; 

¶ is effected by a transfer of documents of title to the goods during their 

movement from one State to another. (Section  3) 

A sale or purchase of goods is deemed to take place inside the State if the 

goods are within the State  

¶ in the case of specific or ascertained goods, at the time the contract of sale 

is made; and  

¶ in the case of unascertained or future goods, at the 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 appropriation. (Section 4) 

 

ü Export (Section 5 (1)) 

A sale or purchase of goods shall be deemed to take place in the course of the 

export out 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:  

¶ an intention on the part of both the buyer and seller to export; 

¶ an obligation to export; 

¶ 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.  

 

ü Import (Section 5 (2) 

A sale or purchase of goods shall be deemed to take place in the course of the 

import  of goods into 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.  

 

ü Sales Made To Merchant Exporters (Section 5(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 purpose of 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 óHô Forms, subject to: 
 

¶ the sales must be for the purpose of complying with agreement or order in 

relation to export, and  

¶ such sale is made after the agreement or order in relation to export, and  

¶ same goods which are sold in penultimate sale should be exported. 

 

ü Stock Transfer/Consignment Sale (Section 6A) 
 

Stock transfer/consignment of goods from one State to another State other than 

by way of sale is exempted from levy of tax subject to production of óFô Forms. 

 

ü Sales Made To Special Economic Zone (Sez) (Section 8(6) TO 8(8)) 

 

Sales made to SEZ unit or SEZ developer of the other state are exempted from 

levy of CST subject to production of óIô Forms. 

 

ü Rates Of Tax  

A dealer is liable to pay Central Sales Tax (CST) on all inter-State sales. The 

rates of CST have been prescribed in Section 8 of the CST Act. The 

concessional rate of 4 per cent from 1-7-1975 (2% up to 30-6-1975) 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 C-forms was reduced to 3% from 01-4-2007 and to 2% from 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% against D-Forms in respect of sales 

made to Government Departments was withdrawn with effect from 1st April 

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 1-7-1975) and the rate of tax, in the case of goods other than 

declared goods is 10 per cent or 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 goods inside the 

appropriate State under the Sales Tax law of that State with effect from 1-4-

2007. 

A dealer is liable to pay tax under this Act on the inter-State sale of any goods 

even though no tax would have been leviable (whether on the seller or the 

purchaser) 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 the rate 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. ñCò AND ñDò FORMS 

Proviso to Rule 12 of the Central Sales Tax (Registration and Turnover) Rules 

required that a Form óCô or óDô should not cover more than one transaction of 

sale, except in cases where the total amount of sales made in a year covered by 

one declaration or certificate, does not exceed  25,000/- (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 

óS66ô19 STC 306). Where no declarations are filed by the time of assessment, 

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 of 1972), óCô 

forms have to be furnished to the ñassessing authorityò within the prescribed 

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 E-I or E-II 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 such further time as that authority may permit. 

 

With effect from 01-04-2011 the dealers have been now enabled to download 

óC Formsô electronically after furnishing relevant information without the need 
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of the approval of any departmental authority.  By this there 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 

purchaser is a registered dealer and the goods are specified in the certificate of 

registration.  

in respect of sale or purchase of goods which are generally exempt under the 

State Sales Tax Act or tax on which is leviable under the State Act at a rate less 

than 3 per cent (four per cent with effect from 1-7-1975) 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 interïState trade or commerce would be ónilô or the 

rate applicable under the State Sales Tax Act as the Case may be.  

The word ógenerallyô used is very important. The provisions of óExplanationô 

below Sub-section 2A of Section 8 of the Central Sales Tax Act should be borne 

in mind.  

If the lower rate/exemption is available only on 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 law, it 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 point seller who sells it in the course of inter-state 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 turnover 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 by Parliament 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 nature of 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 of the Act.  

They are:- 

¶ the rate of tax should not exceed 5% with effect from 11-4-2011 (4% w.e.f 

1.7.1975 to 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 and such goods are again sold in the course of inter-State 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 to as given in following Annexures to the Chapter: 

1. Quantum of Audit Checks - Annexure I 

2. Checks during VAT audit - Annexure II 

3. GVAT Forms - Annexure III 

4. Check for audit of Professional Tax -  Annexure IV 

5. Informatory H.M. Annexure V (Statement IA, IB, IC, ID, IE, IF) 

6. Allocation of work - Annexure VI   
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ANNEXURE - I  

QUANTUM OF AUDIT & AUDIT CHECKS  FOR LOCAL VAT 

OFFICES 

 QUANTUM OF AUDIT  BY WHOM TO BE 

CHECKED  

BY WHOM  TO BE 

REVIEWED  

a. Cases having turnover of 

more than 5 crore 

assessed under Section 

34 

Sr. Audit 

Officer/Audit 

Officer 

 

b. Cases having turnover 

between 5 crore and 2 

crore assessed under 

Section 34  

Assistant Audit 

Officer/Supervisor 

Sr. Audit 

Officer/Audit Officer 

c. Cases having turnover 

between 2 crore and 50 

lakh assessed under 

Section 34 

Assistant Audit 

Officer 

/Supervisor 

 

d. Cases having turnover of 

less than 50 lakh 

assessed under Section 

34 

Auditor/Sr. 

Auditor 

Assistant Audit 

Officer /Supervisor 

e. Cases of top 50 dealers 

in self assessment cases 

(turnover wise) are to be 

selected for audit 

Assistant Audit 

Officer / 

Supervisor 

Sr. Audit 

Officer/Audit Officer 

f. Top 25 cases of lump 

sum dealers whose total 

turnover exceeds 75 lakh 

(self assessment) other 

than those mentioned in 

(e) 

Assistant Audit 

Officer / 

Supervisor 

Sr. Audit 

Officer/Audit Officer 

g. Refund cases above 1 

lakh. 

Assistant Audit 

Officer / 

Supervisor 

Sr. Audit 

Officer/Audit Officer 

For selection of Audit assessment cases i.e. cases assessed under Section 34 

(category a, b, c & d of the table above) the following criteria shall be adopted:- 

a) Based on tax payable top 10 percent assessment cases should be checked 

100 percent. 

b) After excluding above cases remaining cases should be arranged in 

descending order according to turnover and; 

i) 20 percent of the assessment cases should be checked 30 percent. 

ii) 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 random basis using IDEA or 

any other sampling techniques. 

d) The above sample selection is subject to a minimum of 100 assessment 

cases to 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 required number 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 prescribed 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 to increase the 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. 

Illustrations for selection of cases are as under:- 

   

Illustration 1  

S.No Steps  

1 
Total number of assessments done in the audited entity 

during the period covered by audit  
500 

2 

All the assessments as mentioned at Sl. No.1 are to be 

arranged in the descending order on the basis of tax 

payable 

500 

3 

The top 10 percent cases from amongst those arranged in 

descending order at Sl. No. 2 are to be selected for audit 

100%. 

10% of 500 

= 50 

4 Number of cases remaining after selection at S.No. 3 
500-50 = 

450 

5 

The cases remaining at S.No. 4 (Excluding those selected 

at S.No. 3) are to be arranged in descending order on the 

basis of turnover 

450 

6 
Select number of top cases equal to 20 percent of 

assessments made (20% of number at S.No. 1).  

20% of 500 = 

100 

7 
Of those selected at S. No. 6, select 30 percent cases for 

audit  through random sampling  
30% of 100 

= 30 

8 Assessments remaining after selection at Sl. No. 3 and 6  
(500-50-100) 

= 350 
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9 
Of the cases remaining (As per S.No. 8) 10 percent are to 

be selected for audit through random sampling 
10% of 350 

= 35 

10 
Total No. of cases to be audited (3+7+9) 50+30+35= 

115 

 

 

 Illustration 2  

S.No Steps Example 1 Example 2 

1 

Total number of assessments done in the 

audited entity during the period covered 

by audit 
400 200 

2 

All the assessments as mentioned at Sl. 

No.1 are to be arranged in the 

descending order on the basis of tax 

payable 

400 200 

3 

Strata I: The top 10 percent cases from 

amongst those arranged in descending 

order at Sl. No.2 are to be selected for 

audit 100% 

10% of 400 

= 40 

10% of 200 

= 20 

4 
Number of cases remaining after 

selection at S.No.3  
400-40=360 200-20=180 

5 

The cases remaining at S.No. 4 

(Excluding those selected at S.No. 3) are 

to be arranged in descending order on 

the basis of turnover 

360 180 

6 

Strata II : Select number of top cases 

equal to 20 percent of assessments made 

(20% of number at S.No. 1).  

20% of 400 = 

80 

20% of 200 

= 40 

7 

Of those selected at S. No. 6, select 30 

percent cases for audit  through random 

sampling 

30% of 80 = 

24 

30% of 40 = 

12 

8 
Strata III  :Assessments remaining after 

selection at Sl. No. 3 and 6 
(400-40-

80)=280 

(200-20-

40)=140 

9 

 Of the cases remaining (As per S.No. 

8)10 percent are to be selected for audit 

through random sampling  

10% of 

280=28 

10% of 

140=14 

   10 
Total No. of cases (3+7+9) 

40+24+28=92 
20+12+14= 

46 

11 
No. of cases by which total cases are 

falling short of minimum 100 cases  
8  54  
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   12 

No. of cases to be selected from each 

Strata  

1. Strata I : 40 

out of 40 

2. Strata II: 

24+8=32 to be 

selected 

randomly out 

of 80 

3. Strata III: 28 

to be selected 

randomly out 

of 280 

1. Strata I : 20 

out of 20. 

2. Strata II: 

12+28=40 

out of 40. 

3. Strata III: 

14+26=40 to 

be selected 

randomly out 

of 140. 

13 
Total No. of cases to be selected for 

audit finally  40+32+28=100 
20+40+40 = 

100 

 

ANNEXURE-   II  

CHECKS TO BE APPLI ED DURING AUDIT OF V AT 

 

S. 

No. 
WHAT TO CHECK  

Y/N/

NA 
COMMENTS  

I. REGISTRATION OF D EALERS 

 

i) 

Whether the dealer had submitted an 

application for registration within 

the prescribed time from the date of 

his liability as per the applicable 

provisions of the VAT Act. (30 days 

ï form 101) 

 The audit party should prepare a 

section wise list of the applications 

that were not made in the 

prescribed forms. The details of the 

forms may also be indicated. The 

list should also indicate whether 

such cases were referred to the 

Business audit branch. 

ii) 

Whether market survey was 

conducted on periodic basis to 

unearth the errant dealers? Have 

departmental instructions been 

followed regarding the frequency of 

surveys? 

 The audit party should make a list 

of date-wise surveys conducted, 

no. of dealers unearthed, no. of 

dealers registered and reasons for 

non-registration of those 

unearthed. A similar list must also 

be made in respect of those dealers 

in respect of whom input tax credit 

has been claimed (i.e. purchases 

above Rs. 1 lakh in a single 

transaction have been included in 

the return of any dealer) but whose 

returns are not available. 

iii ) 

Are prescribed registration fees and 

security paid by all the applicants? 

 The audit party should make out a 

list of registration applications 

without the prescribed fees and 

security.  
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iv) 

Whether the registration certificate is 

issued by the competent authority 

within the prescribed time and with 

correct TIN. 

 TIN should consist of 11 digits, the 

first two being the State code. The 

audit party should prepare a list of 

all the dealers whose TIN is not 

correct and no return is available. 

v) 
Any tatkal registration done as per 

rules 

 Audit party should check non-

localised dealer not to apply. 

vi) 

Whether the registration certificate 

indicates the goods being 

produced/dealt in with correct 

description.  

 The audit party should ascertain the 

correct classification of the goods 

and make a list of such cases where 

the dealers are dealing in the goods 

not mentioned in their RC and work 

out the consequent loss of revenue. 

vii ) 

Whether any dealer has been issued 

duplicate TIN. 

 The audit party should prepare a list 

of all dealers who have been 

allotted more than one TIN after 

running duplicate key detection test 

using CAATs. In case this is not 

possible, the party should get a 

certified CD containing all the 

details with TINs. The returns 

submitted by these dealers should 

be cross verified with the statutory 

forms issued to them. 

viii ) 

Whether in case of any change in the 

nature and/or place of business, the 

RC has been suitably amended. 

 The audit party should make a list 

of all such cases where the returns 

are not submitted as per the 

amended RC. 

ix) 

Whether the prescribed registers/ 

records like VAT register, default 

register, late registration register, 

issue of RC register etc are being 

maintained/ updated properly. 

 The audit party should make a list 

of all registers/lists which are either 

not updated or are incomplete or 

have discrepancies. The extent of 

discrepancies should be clearly 

indicated. 

x) 

Whether the application for 

cancellation was made within the 

prescribed time of the closure of the 

business and whether the 

cancellation order was issued in 

time. 

 The audit party should make a list 

of all the cases where cancellation 

orders were issued but the 

electronic database was not 

corrected indicating the arrears of 

tax due against each. 

xi) 

Whether cancellation of VAT 

dealers, registered under the 

appropriate provisions of the VAT 

Act, has been made after the expiry 

of the prescribed period from the 

date of registration.  

 The audit party should make a list 

of all the cases where cancellation 

orders though due have not been 

made. 
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xii ) 

Whether the VAT dealer whose 

registration is cancelled has paid 

back Input Tax Credit (ITC) availed 

in respect of all the taxable/capital 

goods on hand on the book value on 

the day of cancellation. 

 The audit party should make a list 

of all the cases where cancellation 

orders have been issued but ITC 

has not been refunded. 

xiii ) 

Whether the certificate of a VAT 

dealer who has failed to pay the tax, 

interest or penalty payable, failed to 

furnish the monthly returns and has 

committed any other offence, has 

been suspended.  

 The audit party should make a list 

of all such cases referred by the 

returns branch where RC was not 

suspended. 

xiv) 

Whether before cancelling the 

certificate of registration it has been 

ensured that the certificate merits 

cancellation on the basis of 

prescribed conditions. 

 Make a list of cases where the 

registration certificates have been 

cancelled in disregard to the 

conditions prescribed and bring out 

the financial implications of the tax 

foregone. Check the prescribed 

conditions  

e.g. where the business has been 

discontinued, where the firm stands 

dissolved, where in respect of a 

dealer his turnover and taxable 

turnover is within the prescribed 

threshold (e.g. total turnover during 

the year immediately preceding the 

appointed day is less than 5 lakh 

and taxable turnover is less than 

10,000 in a year) (Gujarat VAT 

Act, 2003). 

xv) 

Whether the dealer whose certificate 

of registration has been cancelled 

has paid the tax, penalty or interest 

due for any period prior to the date 

of cancellation whether such tax, 

penalty or interest is assessed before 

the date of cancellation but remains 

unpaid or is assessed thereafter? 

 

 A list of cases where the provisions 

have not been followed may be 

prepared and the financial impact 

may be calculated. 
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xvi) 

Whether the dealer whose certificate 

of registration has been cancelled 

has paid, in respect of the taxable 

goods held in stock on the date of 

cancellation, an amount equal to the 

tax which would have been payable 

if the goods had been sold at fair 

market price on that date or the total 

tax credit previously claimed in 

respect of such goods, whichever is 

higher? 

 

 A list of cases where the provisions 

have not been followed may be 

prepared and the financial impact 

of the tax not collected or the input 

tax credit not refunded by the 

dealer may be calculated. 

xvii ) 

Whether there are any cases where 

certificates of registration have been 

found to be transferred by one dealer 

to another? 

 In case of irregular transfer of the 

certificates, there is a danger of 

corruption of the database of 

dealers and evasion of tax.  Any 

change in the nature, ownership, 

place etc of business will have to be 

covered by amendment of the 

certificate within six months 

(period may vary under different 

Acts) and not transfer.  

xviii ) 

Whether at the time of amendment of 

a certificate of registration, the 

amendment was without prejudice to 

any liability for tax, interest or 

penalty or for any prosecution of 

offence under the Act?  

 Make a list of cases where 

consequent to amendment, the tax, 

penalty and interest has not been 

collected correctly and work out 

the financial implication. 

xix) 

Whether the assessing officer has 

imposed penalty as provided under 

the Act after following due 

procedure in case of a dealer who 

fulfils conditions necessitating 

amendment in his registration 

certificate but has not brought facts 

to the notice of the assessing officer?  

 A list of cases where the provisions 

have not been followed may be 

prepared and the financial impact 

may be calculated. 

xx) 

The Act provides for cancellation of 

the certificate of registration by the 

departmental authority in certain 

circumstances, such as failure of the 

dealer to file three consecutive 

returns within the prescribed time 

period, knowingly furnishing 

incorrect details in his returns etc.  

Whether such instances have been 

detected and certificates cancelled as 

provided under the Act?  

 

 A list of cases where the provisions 

have not been followed may be 

prepared. Where the certificates 

have not been cancelled, trade 

would continue and tax credit could 

continue to be availed. The 

financial impact of less payment of 

tax and tax credit irregularly 

availed may be calculated. 
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xxi) 

Whether on the failure of the dealer 

to surrender his certificate of 

registration on cancellation, the 

necessary penalty has been imposed 

and recovered by the assessing 

officer?  

 The financial impact of non-levy of 

penalty may be calculated. Also the 

point made above may hold true in 

this circumstance also. 

xxii ) 

Whether the Commissioner has 

published the particulars of the 

dealers whose certificate of 

registration has been cancelled as 

provided under the Act?  

 A list of such dealers may be 

prepared and irregular availing of 

tax credit by such dealers may be 

worked out. Also a dealer 

purchasing goods from an 

unregistered dealer has to pay 

purchase tax; the non-levy of 

purchase tax can be calculated. 

xxiii ) 

Whether every registered dealer has 

filed a declaration stating the name 

of the person or persons who shall be 

deemed manager/managers of 

business of such dealer? 

 

 Compliance with the provisions in 

the Act may be seen. 

xxiv) 

Whether a periodical survey/ 

enumeration of the dealers whose 

registration certificates have been 

cancelled has been done to check if 

their total turnover and taxable 

turnover calculated from the 

commencement of any year exceeds 

the thresholds of turnover on any day 

within the year? 

 

 In case no survey has been done, 

this may be commented upon.  

Alternatively, if a survey has been 

done, the action taken may be seen. 

xxv) 

Any other point(s) specify 

 

 

 

 

  

II. SUBMISSION AND SCRUTINY OF RETURNS  

i) 

Whether all regular registered VAT 

dealers/ presumptive tax dealers 

submitted their monthly/ quarterly/ 

annual returns in time and in the 

prescribed proforma indicating that 

the payment of tax was made on or 

before the prescribed period.  

 The audit party should make a list 

of all the dealers who are not 

submitting the returns regularly. 

The list should indicate whether 

references to business audit branch 

were made. 

ii)  

Whether revised returns have been 

filed within the specified time 

indicating the reasons for such 

revision. (one month) 

 The audit party should make a list 

of all such dealers and ascertain the 

suitability of the reasons assigned 

by the dealers for the revision of 

returns. 
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iii)  

In case of revised retuns, any excess 

amount of tax to be paid has been 

calculated and paid along interest 

  

iv) 

Whether the VAT dealer whose 

registration has been cancelled has 

filed the final return within the 

specified time. 

 The audit party should make a list 

of all such dealers in whose case 

this has not happened and work out 

the revenue implication. 

v) 

Whether the casual dealers have filed 

declarations within the specified time 

of arrival of goods in the state and 

paid the advance tax and filed final 

declaration on the last day of business 

along with the details of payment of 

tax 

 The audit party should make a list 

of all the dealers who filed a 

purchase declaration but did not 

file sale declaration. 

vi) 

Whether the dealers whose gross 

turnover exceeded the prescribed limit 

have furnished the audited accounts 

within the specified time. 

 The audit party should make a list 

of all such dealers in whose case 

this has not happened and ask for 

the Annual Audited Accounts.  

vii)  

Whether the VAT dealer, who is a 

manufacturer also, has filed a true and 

complete statement showing the 

quantity and value of goods received 

for use/consumption in manufacture, 

closing stock of such goods and 

quantity and value of goods 

manufactured. 

 The audit party should make a list 

of purchases, on selection basis, 

reflected in returns which need 

cross verification with Income 

tax/Central excise records and 

offer comments on such cases 

referred to them by Headquarters. 

viii)  

Whether penalty at the prescribed rate 

on the tax and interest payable from 

the date it has become due to the date 

of its payment or to the date of order 

of assessment, whichever is earlier, 

has been levied. 

 The audit party should make a list 

of all such dealers in whose case 

this has not happened and work out 

the revenue loss case wise. 

ix) 

Whether a VAT dealer or any other 

person or dealer liable to pay tax, 

interest and penalty, has deposited the 

amount on the date prescribed in the 

notice. 

 

 The audit party should make a list 

of all such dealers in whose case 

this has not happened and work out 

the revenue due including 

interest/penalty scrutinised case 

wise. 

x) 

Whether returns were scrutinised by 

the assessing authorities to verify the 

correctness of calculation, application 

of correct rate of tax and interest and 

input tax credit claimed therein and 

full payment and interest payable by 

the dealer for any tax period. 

 The audit party should make a list 

of mistakes case wise and work out 

the revenue loss. 
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xi) 

Whether the details of returns 

received were entered in the 

register/computer within the specified 

time and bank scrolls reconciled with 

tax amounts mentioned in the return 

where applicable. 

 The audit party should make a list 

of all such dealers in whose case 

this has not happened. 

xii) 

Whether notice has been issued 

requiring the dealer to pay the amount 

of tax along with interest in case the 

amount paid is less than the amount to 

be paid. 

 The audit party should make a list 

of all such dealers in whose case 

this has not happened. Interest 

payable for non/delayed payment 

may be worked out. 

xii i) 

Whether in case of a seller who has 

accounted for, either in the tax invoice 

or in the return, an incorrect amount 

of tax (in case of the events mentioned 

in the Act), the adjustment in 

calculating the tax payable by him has 

been carried out in the return for the 

tax period during which it has become 

apparent that the tax is incorrect, and 

not in any tax period prior to that? 

 A list of cases where the provisions 

have not been followed may be 

prepared and the financial impact 

may be calculated. 

xiv) 
Any other point(s) specify 

 

  

III.  SELF/ PROVISIONAL AS SESSMENT 

i) 

Whether the dealer has filed all the 

returns and annual returns in respect 

of any tax period within the 

prescribed time. 

 

 The audit party should see that the 

following documents have been 

filed with the annual returns within 

the specified period for the purpose 

of self assessment: 

¶ A declaration, duly issued by a 

selling dealer, in the prescribed 

form. 

¶ Copy of the audited accounts along 

with the form of audit certificate in 

the prescribed form if the turnover 

exceeds the prescribed limit or 

manufacturing, trading and P&L 

Account as the case may be. 

¶ Statement showing the purchases, 

stock transfer receipts or import of 

goods under the CST Act, 1956. 
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¶ Statement of the purchases and 

sales to the registered dealer within 

the state along with the details of 

tax invoices received or issued and 

particulars thereof. 

¶ Statement showing the details of all 

the Central/State declaration forms 

received or issued in support of the 

claims. 

(ii)  

Whether arithmetical errors have 

been checked before accepting the 

self-assessment. 

  

iii)  

Whether the return and revised 

returns, if any, have been furnished 

by a dealer within the prescribed 

period and in the prescribed manner 

and self assessment claims are 

correct, consistent and complete, the 

prescribed authority has checked the 

arithmetical errors and accepted the 

self assessment after necessary 

adjustments. 

  

iv) 

Whether the returns of the VAT 

dealers are in order as compared with 

the records of the dealers under the 

CST Act. 

 The audit party should verify 

whether all classes of goods 

purchased from outside the State 

through declaration forms are 

properly exhibited in the returns 

under the VAT Act.  Besides, up-

to-date submission of the 

utilisation statements of the 

declaration forms may also be 

verified from the CST file of the 

dealer and discrepancy, if any, 

found in the return furnished under 

the VAT Act be highlighted. 

v) 

Whether a final assessment was made 

by the prescribed authority keeping in 

view whether the returns/ revised 

returns were not filed in time and 

were not sufficient/ relevant for self-

assessment. Whether such 

adjustments as may be necessary in 

disallowing input tax credit, 

exemptions, concessions, refunds, 

levy of interest etc. were made, 

wherever required, in the final 

assessment. 

 The audit party should make a list 

of all such dealers in whose case 

provisional assessment was 

resorted to but final assessment is 

pending. Suitable comments 

should be made pointing out the 

errors and omissions in such 

assessment and its impact on 

revenue. 

vi) 

Whether assessment for any tax 

period was made after the expiry of 

the permissible period from the end of 

the tax period  

 The audit party should make a list 

of all such dealers in whose case 

this has not happened and comment 

on the revenue implications. 
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vii)  

Whether a demand notice in the 

prescribed form has been issued if the 

tax assessed along with interest and 

penalty is more than the amount paid 

along with the self-assessment. 

 The audit party should make a list 

of all such dealers in whose case 

this has not happened and comment 

on whether the notice has taken 

care of the difference or not. 

Besides, interest payable for 

delayed/non-payment of tax may 

also be worked out. 

viii)  

Whether provisional assessments 

have been carried out in the cases 

fulfilling the conditions mentioned in 

the Act? 

 Provisional assessments have been 

specified in certain cases, e.g. 

where net tax payable is nil, where 

tax credit is carried over to the 

subsequent return, where a dealer 

has not filed the return etc.  Lack of 

provisional assessments can be 

commented upon suitably. 

ix) 
URD assessment cases there? if yes, 

assessement done correctly 

  

x) 
Any other point(s) specify 

 

  

IV. BUSINESS/TAX AUDIT ASSESSMENT 

i) Whether the dealers have been 

properly selected for Business 

Audit/Tax Assessment and 

justifications for selection are 

available on record. 

 The registered dealers are selected 

for audit assessment by the 

prescribed authority on the basis of 

specified criteria or on random 

basis. The criteria are: 

a) The registered dealer has failed 

to furnish any return in respect of 

any tax period. 

b) If the prescribed authority is not 

satisfied with the correctness of the 

return filed or genuineness of any 

evidence like declaration forms or 

bonafides of any claims like 

exemption, input tax credit etc. 

c) If the prescribed authority has 

reasons to believe that detailed 

scrutiny of the case is necessary.  

ii)  Whether the dealers who should 

have been selected for Business 

Audit/ Tax Assessment have been 

left out. Some applicable parameters 

may be the continuation of the 

following conditions in the returns of 

the dealers: 

¶ ITC > OUTPUT TAX 

¶ SALES < CLOSING STOCK 

¶ PURCHASES <= WAY BILLS 

¶ PURCHASES = 0 

iii)  What is the percentage of selection 

of the total number of registered 

dealers in the State selected for 

Business Audit/Tax Assessment? 

 

 Audit party should see that the 

provisions of the Act/instructions 

have been adhered to so as to cover 

all dealers under Business Audit/ 

Tax Assessment within a specified 

period. If not done, its effect on 

revenue may be worked out, if 

feasible. 
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iv) Whether cross verification of any 

information gathered during the 

course of an audit assessment was 

made to establish the implication of 

revenue.  

 The audit party should examine 

whether the required cross 

verification has been correctly done 

and comment on revenue 

implications. 

v) Whether input tax credit, exemptions 

and other credits or concessions 

claimed by the dealer in the returns 

were disallowed for which no 

supporting documents were filed/ 

produced. 

  

vi) Whether the tax audit report was 

handed over to the dealer and the 

dealer filed his final reply within the 

specified period after receipt of the 

report. 

  

vii)  Whether the prescribed authority 

assessed the dealer to the best of his 

judgment.  

  

viii)  Whether the prescribed penalty was 

imposed if the prescribed authority 

was prevented from conducting the 

proceedings or if the dealer 

committed any act of omission in 

order to evade or avoid payment of 

tax. 

  

ix) Whether a demand notice was issued 

for additional amount of tax with 

penalty. 

  

x) Whether audit assessments have 

been completed within the time 

provided under the Act?  

 Delay in assessments and impact 

thereof may be commented upon 

suitably. 

xi) Whether in the case of a dealer, the 

amount of tax assessed or reassessed 

for any period exceeds the amount of 

tax already paid for this period by 25 

per cent (percentage could vary 

across States) of the amount so paid, 

the amount of penalty as provided 

under the Act has been levied?  

 A list of cases where the provisions 

have not been followed may be 

prepared and the financial impact 

may be calculated. 

xii)  Whether in case of a dealer whose 

part turnover has escaped assessment 

is assessed within the prescribed 

time under the Act?  

 A list of cases where the provisions 

have not been followed may be 

prepared and the financial impact 

may be calculated. 
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xiii)  Whether the liability of the dealer, 

registered under different clauses, to 

pay tax has been calculated from the 

correct date? 

 Make a list of cases where the 

liability to pay tax has been 

calculated from incorrect dates to 

ascertain the financial implication 

e.g. where the turnover exceeds the 

threshold, liability to pay tax takes 

effect from the appointed day, 

where turnover in any year exceeds 

the threshold for the first time, 

liability takes effect immediately 

from the date the turnover exceeds 

the threshold etc. 

xiv) Whether on assessment, if the 

provisional refund granted is found 

to be in excess, it has been recovered 

as if it is a tax due from the dealer 

and interest has been charged at the 

rate of 18 per cent¦per annum?  

 A list of cases where the provisions 

have not been followed may be 

prepared and the financial impact 

may be calculated. 

xv) Whether in the cases of assessments 

under audit assessment, on refund 

becoming due, simple interest of 6 

percent only has been allowed for the 

period from the date of closure of the 

accounting year to the date of 

payment of such amount?  

 Financial impact of excess refund 

may be worked out.  

xvi) Whether purchase tax has been 

levied on a dealer who purchases 

goods from an unregistered dealer? 

 Non-levy of tax may be calculated. 

xvii)  Whether appeal against assessment 

order has been accepted without 

proof of payment of the tax (a 

minimum of 20 per cent of the tax 

assessed has to be paid) in respect of 

which the appeal has been preferred? 

 The incorrect acceptance of such 

appeals may be pointed out and the 

amount of the tax not collected 

including the interest due on it may 

be calculated and commented 

upon. 

                                                           
¦Percentage of interest leviable may vary across the States. 
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xviii ) Whether the liability for tax to be 

paid in a works contract (in some 

Acts goods used in the execution of 

works contract are deemed as sale of 

such goods) has been computed 

correctly as per the provisions in the 

Act?   

 The provisions in the Act for 

payment of tax on Works Contract 

may be seen.  There is a provision 

of lump sum tax on work contract 

(Maharashtra) or in other places 

(Delhi, for instant) a particular 

percentage of labour, services and 

other like charges have been given 

which are to be deducted from the 

total contract price to arrive at the 

taxable price of a contract.  In case 

the contractor can establish the cost 

of the labour utilised in the 

contract, he may deduct the same 

for arriving at his liability of a 

particular contract. When goods are 

sold in the execution of works 

contract, the rate of tax applicable 

to the goods shall be the rate of tax 

applicable to such goods. 

xix) In case of business transfer cases, tax 

liability, if any, has been paid by 

transferor or transferee. (Sn 51 ex: 

good will) 

  

xx) In case of amalgamation of 

companies, tax assessed correctly. 

(Sn 52) 

  

xxi) Any other point(s) specify 
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V. REFUNDS, SET-OFF AND COMPENSATION  CLAIMS  

A. Regular refunds 

i) 

Whether the application of refund 

was submitted in the prescribed form 

within the specified period. 

 Whether application received in 

prescribed form in time? 

ii)  

Whether all the returns due have been 

filed and the taxes, interest or 

penalties due have been paid and a 

notice of excess demand has been 

issued by the prescribed authority and 

received by such dealer. 

 Audit party has no verify from 

demand register. 

iii)  

Whether any tax, penalty etc. is 

outstanding against the dealer under 

the Repealed Act or CST Act. 

  

iv) 

Whether any refund has been made 

within the specified period of filing of 

such claims and after examination of 

the case by Business/tax audit wing 

and after verifying the proof of 

deposit of tax. 

  

v) 

Whether the VAT dealer claiming 

refund under the scope of section 5(1) 

or 5(3) of CST Act have furnished all 

the required documents according to 

the provisions of Act/ Rules. 

  

vi) 
Whether any amount has been paid as 

interest.  

 Refund orders to be verified. 

B.  Provisional refund 

vii)  

Whether the application of refund has 

been submitted in the prescribed 

proforma within the specified period 

from the date of filing of the return 

and all the documents showing that 

the sales made by him is zero rated 

sales and he is entitled to input tax 

credit, have been enclosed with the 

application. 

 Whether application submitted in 

time? 

viii)  

Whether the VAT dealer has filed an 

affidavit that input tax has been paid 

by him to the registered VAT dealers 

against the tax invoices under the 

provisions of the Act. 

  

ix) 

Whether the VAT dealer claiming 

provisional refund has furnished 

security either in the form of a bank 

guarantee or in some other form. 

 Banks guarantee register to be 

verified. 
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x) 

Whether the amount of provisional 

refund found to be in excess on 

assessment has been recovered as tax 

due. 

  

xi) 

Whether interest at the prescribed rate 

has been charged on the excess 

amount of provisional refund from 

the date of refund to the date of 

assessment. (@18%) 

 

 Calculation to be verified. 

C.  Refund to Special Category 

xii)  

Whether the application of refund has 

been submitted in the prescribed 

proforma within the specified period 

of the tax so paid with the documents 

as required under the relevant VAT 

Rules. 

  

xiii)  

Whether the refund order in the 

prescribed proforma was passed 

within the specified period from the 

date of receipt of the application. 

 Refund to be verified. 

D.  Set-off/Compensation claims 

xiv) 

Whether refunds have been 

accurately accounted for before 

claiming compensation. 

  

xv) 

Whether the details/break up of VAT 

and non-VAT receipts were available 

since refunds are allowable only on 

the VAT receipts. 

  

xvi) 

Whether set-off/concessional rates of 

tax were wrongly allowed for refund 

and compensation claims. 

  

xvii)  
Whether ITC has been adjusted 

against CST dues. 

  

xviii)  

Whether any interest on refund has 

been allowed on the tax paid by the 

dealer after the closure of the 

accounting year, from the date of the 

latter to the date of payment of such 

amount? 

 In case the dealer has paid the 

amount of tax after closure of the 

accounting year and it is to be 

refunded, interest shall not be 

payable.  If interest has been paid, its 

financial impact may be calculated. 

xix) 
Any other point(s) specify 
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VI. INPUT TAX CREDIT  (ITC)  

i) 

Whether ITC has been allowed in 

any inadmissible case. 

 The audit party should check 

whether ITC was allowed in the 

following cases where ITC is not 

admissible**: 

ii)  

Whether ITC has been allowed to be 

carried over without the excess 

credit being óset-offô against any 

outstanding tax, penalty or interest 

payable. 

 The audit party should prepare a 

list of all such cases and comment 

on impact on revenue.  

iii)  

Whether ITC has been correctly 

adjusted against CST dues before 

carrying forward. 

 The audit party should prepare a 

list of all cases where wrong credit 

was allowed and comment on 

impact on revenue. 

iv) 

Whether in the case of a dealer, who 

purchased goods intended for the 

purposes specified in the Act and 

used the same fully or partly for 

other unspecified purposes/ 

prohibited circumstances, the tax 

credit has been reduced from the tax 

credit being claimed for the tax 

period during which such use has 

taken place?  

 A list of cases where the 

provisions have not been followed 

may be prepared and the financial 

impact may be calculated. 

v) 

Whether in the case of a purchaser 

(registered dealer), if the tax credit 

availed by him in any period in 

respect of which the purchase of 

goods relates, becomes short/excess 

(due to issue of credit/debit note or 

return of goods), the adjustment of 

the amount of tax credit allowed to 

him in permitted only in the tax 

period in which the credit or debit 

note has been issued/goods have 

been returned?  

 A list of cases where the 

provisions have not been followed 

may be prepared and the financial 

impact may be calculated. 

vi) 

Whether tax credit has been allowed 

correctly in respect of inputs if the 

goods are sold in another State? 

 Purchases intended for inter State 

sales as well as exports are eligible 

for tax credit in excess of 4 percent 

CST.  Any instances where tax 

credit has been incorrectly 

availed/ allowed may be brought 

out in audit. 
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vii)  

Whether ITC has been reduced 

proportionately where inputs are 

used partly to make taxable goods 

and partly for exempted goods? 

 As an illustration, X purchased 

machinery for Rs. 1 lakh and paid 

a tax of Rs 12,500 on it and used it 

in the manufacture of taxable as 

well as exempted goods.  If the 

share of taxable goods made by 

that machinery is 80 per cent, his 

ITC would have to be restricted to  

Rs. 10000 (80 per cent of 

Rs.12,500). 

viii)  

ITC availed on capital good are not 

used continuously for five years, but 

sold, the amount of tax credit shall 

be reduced proportionately having 

regard to the period of failing short 

of the period of five years. 

 Audit party should see that   fixed 

assest sales in schedule of balance 

sheet and ascertain the details for 

proportionately reverse if 

applicable. 

ix) 

In case ITC availed on capital goods, 

i.e plant & Machinery, are meant for 

use in manufacture of taxable goods 

and accounted as capital assets in the 

books of accounts. 

 Audit party should verify the 

balance sheet and fixed assets 

schedule to confirm   that plant and 

Machinery capitalized and on 

which only ITC availed. 

x) 

 if the goods are sold in the course of 

inter-state trade or commerce or 

used in the manufacture of the goods 

which are sold in the course of inter-

state trade and commerce, tax credit 

to be reduced : 

(1.07.10 to 30.09.14) @2% : except 

sr.no.13 of schedule II 

w.e.f.: 1.10.14 @1%: except sr.no. 

13,24,48(i), 54,76 

@2%: crude oil,furnance oil, 

avaiation turbine fule,HSD 

oil,LDO,Solvent,petrol, low sulpur 

heavy stock, linear alkyl benzene, 

bitumen, liquefied petroleum gam 

and other petroleum products and 

natural gas 

 Audit party has to verify 

correctness of ITC reverse 

calculations. 

xi) 
Any other point(s) specify 

 

No  

VII . PAYMENT AND RECOVERY  OF TAX, PENALTY AND INTEREST  

i) 

Whether a notice of demand has 

been served on the dealer for 

payment of assessed tax, interest and 

penalty. The date specified should 

not be more than the period allowed 

from the date of service of notice. 

 The audit party should prepare a 

list of all cases where it was not 

done and comment on the impact 

on revenue.  
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ii)  

Whether the prescribed authority has 

taken care in the interest of revenue 

while allowing payment of any 

demand in installment and for 

reasons to be recorded in writing on 

the condition that the said dealer 

furnishes sufficient security for such 

facility. 

 The audit party should prepare a 

list of all cases where it was not 

done and comment on the impact 

on revenue.  

iii)  

Whether the rate of penalty, interest 

or any other amount due, as 

prescribed in the Act, have been 

levied for failure to make payment of 

the assessed tax etc. for every month 

for the period for which payment has 

been delayed by him after the date 

on which such amount was due to be 

paid. 

 The audit party should prepare a 

list of all cases where it was not 

done and comment on the impact 

on revenue.  

iv) 

Whether a proceeding has been 

initiated to recover the unpaid 

amount even after the due date in 

pursuance to the notice of demand 

issued to the dealer. 

 The audit party should prepare a 

list of all cases where it was not 

done and comment on the failure 

of department/impact on revenue.  

v) 

Whether the cases where whole or 

part of the tax, penalty or interest 

payable by any dealer or class of 

dealers has been remitted or of any 

specified class of sales or purchase 

has been remitted, this has been done 

by an order of the State 

Government?  

 The existence of an order of the 

State Government may be 

checked.  Else the financial impact 

of the irregular remission may be 

commented upon. 

vi) 

Whether the dealer has paid the 

amount of tax (assessed, reassessed 

etc.), penalty and interest that have 

become payable within 30 days of 

the demand notice served upon him?  

 It may be seen whether a system of 

monitoring such delays exists in 

the offices. 

vii)  

Whether, if payment of tax has been 

allowed in instalments and the dealer 

has defaulted in paying an 

instalment, the dealer has been held 

to be in default in respect of the 

whole amount then outstanding and 

all other instalments have been held 

to have become due on the same date 

as the date of the instalment in 

default? 

 A list of cases where the 

provisions have not been followed 

may be prepared and the financial 

impact may be calculated. 



198 

 

viii)  

As a special mode of recovery, 

whether the assessing officer, in case 

of a defaulting dealer on whom 

demand notice has been served in 

respect of tax, penalty or interest, has 

served a notice to any person from 

whom any amount of monies is due 

or may become due to the dealer or 

to any person who holds monies for 

or on account of such dealer? 

 The financial documents on the 

basis of which the demand was 

raised/ assessment files of such 

dealers may be scrutinised to 

check if such persons are 

discernible on whom notices could 

be served in respect of the 

defaulting dealer.  The efforts 

made by the assessing officer 

towards use of this mode of 

recovery may be selectively 

commented upon and 

substantiated. 

ix) 

Whether interest has been charged at 

the prescribed rate of eighteen per 

cent for the delay in payment of dues 

from the due date until the date of 

payment? 

 A list of cases where the 

provisions have not been followed 

may be prepared and the financial 

impact may be calculated. 

x) 

Whether interest has been charged at 

the prescribed rate of eighteen 

percent for the period as has been 

extended or the instalments that have 

been granted? 

 A list of cases where the 

provisions have not been followed 

may be prepared and the financial 

impact may be calculated. 

(xi) 

Whether the assessing officer has 

imposed the penalty of the sum equal 

to the amount of the tax in case of 

dealers furnishing incorrect 

information/ availing incorrect tax 

credit etc in an attempt to evade/ 

avoid payment of tax? 

 A list of cases where the 

provisions have not been followed 

may be prepared and the financial 

impact may be calculated. 

(xii)  Any other point(s) specify   

VIII . LUMPSUM TAX  

i) 

Whether lump sum permission 

obtained by dealer to continue the 

lump sum payment. (01.08.08 

permission granted earlier shall b 

continued) 

 . 

 

The audit party should check 

whether dealer obtained 

permission to pay tax in lumpsum. 

If assessement cases are after 

01.08.08, check whether 

pemission obtained to continue the 

same.  

ii)  

Under Section 14 A, who opted to 

pay lump sum tax has been paid  

(i) @0.6% only for his work 

contract covered under sub-items (i) 

to (ix) of item 3 of Notification 

(GHN-106) S.14A (v) dated 

11.10.06. 

(ii)  @ 2% other than works 

contracts specified above 

 The audit party should see that 

correct lump sum tax has been 

levied for the specified works 

contract.  
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iii)  

Whether there are any instances in 

case of a dealer who has been 

permitted to pay lump sum tax in 

lieu of tax on sales, where purchase 

tax leviable on specified instances in 

the Act has not been paid? 

 A list of cases where purchase tax 

has not been levied may be 

prepared and the financial impact 

may be calculated. 

iv) 

Any contravention of any of the 

provisions of the lump sum 

permission granted.  

 The audit party should list of all 

cases where dealer breach the lum 

sum permission.  

v) 

Whether tax has been levied under 

Section 7 & 9 from the first day of 

the month during which event of 

such contravention has occurred.  

 In case of contravention, dealer is 

to be considered as normal dealer 

and such cases list to be prepared 

and financial impact may be 

calculated.  

vi) 

Tax deducted at source under 56B 

(8),  has been furnished the 

certificate along with other 

particulars 

 TDS ï whether original 

certificates are available 

vii)  

Whether dealer furnished original 

certificate to avail credit and that 

TDS pertains to the relevant year  for 

payment of lump sum tax under 

Section 14 A 

 TDS ï original certificates 

produced and credit availed are 

pertains to relevant year only. If 

not, credit to be disallowed. 

viii)  
Any other point(s) specify 

 

  

IX . MISCELLANEOUS  

(i) 

Whether opening stock on the 

appointed date is correctly 

calculated using the prescribed 

formula (e.g. Tax amt. = rate of tax 

* purchase value of opening 

stock/100+ rate of tax in the State) 

 The audit party should prepare a 

list of all cases where it was not 

done and comment on the failure 

of department/impact on revenue.  

(ii)  

All inter-state sales, export sales, 

sales made to an unit located in 

ñSEZò or ñEOUò or ñSTPò or 

ñEHTPò shall be termed as óZERO 

RATED SALESô. 

In these types of sales, no VAT is 

payable, but such dealers shall 

qualify for ñinput tax creditò. 

Calculation of ITC and its 

admissibility should be properly 

checked. 

 The audit party should prepare a 

list of all cases where ITC was 

wrongly allowed and comment on 

the failure of the 

department/impact on revenue.  
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(iii)  

All inter-state branch transfers or 

stock transfers or consignment sales 

or such transactions that involve 

inter-state movement otherwise than 

by way of sale is termed as ñExempt 

Transactionsò. In such transactions, 

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 admissible. It should be 

checked whether the ITC on exempt 

transactions was correct. 

 The audit party should prepare a 

list of all cases where ITC was 

wrongly allowed and comment on 

the failure of department/ impact 

on revenue.  

(iv) 

All dealers who are neither 

importers nor manufacturers and 

whose turnover does not exceed the 

prescribed limit for VAT (e.g., Rs. 

50 lakh in Jharkhand) shall be 

eligible for Composition or 

Presumptive Tax Scheme. They 

shall not be eligible for any ITC, nor 

can they issue tax invoice. It should 

be checked whether any ITC was 

allowed to such dealers covered 

under the Composition or 

Presumptive Tax Scheme. 

 The audit party should prepare a 

list of all cases where ITC was 

wrongly allowed and comment on 

the failure of department and loss 

of revenue.  

(v) 

Whether the time limits for filing 

appeals, filing of memorandum of 

cross objections (By the 

Commissioner on appeals decided 

by the Deputy Commissioner) and 

revision cases is being adhered to?  

  

(vi) 

Whether the goods, vehicles or 

documents seized at the check-

post/barrier have been released after 

payment of tax, penalty and interest 

or on furnishing security?  

 A list of cases where the 

provisions have not been followed 

may be prepared and the financial 

impact may be calculated. 

(vii)  

Whether a transit pass issued at a 

check post for a boat, vehicle or 

animal carrying goods coming from 

outside the state and bound for a 

place outside the state, is shown at 

the last check post before exit from 

the state?  

 The issue and receipt of the transit 

passes of all check posts within the 

state must be cross checked.  In 

case the transit pass is not shown 

at the last check post before 

exiting the state, it is to be 

presumed that the goods so carried 

have been sold within the State 

and tax and penalty payable has to 

be levied.  Instances of non levy of 

such tax and penalty may be 

aggregated and the amount 

ascertained. 
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(viii)  

Whether a survey has been done of 

the owners/lessee of cold 

storage/ware houses, godowns who 

store taxable goods for hire or 

reward to ascertain if correct and 

complete records are being 

maintained by them in respect of the 

particulars of the person whose 

goods are stored in such places and 

in respect of the quantity, value and 

date of delivery of such goods?  

  

(ix) 
Any other point(s) specify 

 

  

X. Audit on works contractors (who availed benefit of Amnesty scheme announced 

by the Govt of Gujarat on 14.10.2014) 

   i) 

Whether dealers have made 

application in the form prescribed by 

the Commissioner.  

 If no, list of such dealers may be 

prepared and such lacuna may be 

pointed out. 

ii)  

Whether dealers have made 

application within prescribed time 

limit i.e 14.10.2014 to 13.04.2015.  

If no, list of such dealers who 

made application after lapse of 

scheme may be prepared and such 

irregularities may be pointed out. 

iii)  

Under the scheme only Civil 

contractors are eligible. Other 

contractors executing works like 

mechanical work, electrical works 

etc are not eligible. 

It may be checked whether the 

benefits of scheme were provided to 

civil works contractorôs only.  

Such cases may be pointed out. 

iv) 

All transaction taken place on and 

after 1.4.2006 till the date of 

application made under the said 

scheme were eligible for benefit 

under this scheme. 

It may be checked that benefit of the 

scheme has been given on the 

transactions between 1.4.2006 to 

date of making application only.   

 

List of dealer avails benefit of 

transaction pertaining to prior 

period may be made and involved 

tax may also be pointed out.  

v) 

Whether dealers have furnished 

name of dealers from whom the 

goods were purchased during 

1.4.2006 to 11.4.2015. 

If no, then the list of such 

purchases and tax involved may be 

prepared. 

vi) 

Benefit of this scheme shall be 

available only for those transactions 

which took place after 01/04/2006 

and which are expressly getting 

If yes, list of such dealers who 

availed benefit under this scheme 

irregularly may be prepared and 

irregularity may be pointed out. 
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covered because of the 

L&T  judgement.  

Whether any dealer who was not 

covered under the L&T judgement 

has availed the benefit of scheme. 

vii)  

Works contractor who takes the 

benefit of this scheme, and who 

purchases from Unregistered Dealer 

(URD), is liable to pay purchase tax 

under section 9 and no ITC will be 

available under section 11 under the 

GVAT, 2003 on such payments 

Whether purchase tax, if any, was 

levied on URD purchases. 

List of such dealers who did not 

pay PT may be prepared and 

irregularity may be pointed out. 

viii)  

Dealers should have paid Entry Tax 

on purchase /branch transfer of 

machineries in the form of Vehicles 

from Outside of Gujarat State 

(OGS). If no entry tax had been paid 

at the time of purchase, it has to be 

paid under this scheme. 

Whether Entry tax, if any, was levied 

on purchase from outside of Gujarat 

state. 

 List of such dealers who did not 

pay Entry tax may be prepared and 

irregularity may be pointed out. 

 

 

 

ix) 

No appeal can be filed by the dealer 

against the order issued under this 

scheme. If any tax, interest or 

penalty has been paid against the 

transactions during 1.4.2016 to date 

of application, such amount will not 

be refunded by the department under 

any circumstances. 

Whether any such amount has been 

refunded or adjusted against the tax 

payable of the dealer. 

If yes, list of such cases with tax 

involved may be prepared. 

 

x) 

Whether all dealerôs who availed the 

benefit under this scheme were 

assessed under section 34 of GAVT 

ACT in the prescribed time period.  

List of dealers not assessed under 

section 34 may be prepared and 

reasons of non assessment may be 

collected from the department.  

 

xi) 

Whether sufficient supporting 

documents such as VAT report/P&L 

A/c etc have been furnished by the 

dealers.  

If no, list of dealers who did not 

submit sufficient document may 

be prepared and brought to notice 

of the department. 

xii)  Total number of dealers applied after 

11.4.2015 under the scheme.  

 

 

xiii)  Amnesty scheme was further 

extended by the Government i.e. 

from 11.4.2015 to 11.8.2015. 

It may be verified that dealers who 

applied for benefit during 

extended period has paid interest 
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However, dealers who applied under 

the scheme were liable to pay interest 

on the payable tax from 11.4.2015 to 

the data of payment of tax.  

 

with tax or not. List of such dealers 

may be prepare with tax 

implication. 

XI . Enforcement and recovery 

i) 

Total number of inputs/complaint 

received by the office of Additional 

Commissioner (Enforcement), 

Ahmedabad against the dealers 

regarding evasion of tax during the 

audit period. 

 . 

ii)  
Out of above in how many case 

enforcement activity was conducted. 

  

iii)  

Number of proposal for the purpose 

of enforcement activity received 

from Units/Ranges. 

  

iv) 

Out of above, number of cases in 

which proposal for enforcement was 

approved by the competent authority. 

 List of cases in which proposal 

was turned down may be prepared 

and reasons for not accepting 

proposal for enforcement activity 

may be collected. 

v) 

After conducting enforcement 

activity the concerned officer may 

pass provisional order for the limited 

period to the dealer. In certain cases 

after the consent of competent 

authority may make Audit 

Assessment and pass an order. 

Whether details of such provisional 

order has been passed to concerned 

office at the time of regular 

assessment of the dealer. 

 If no, list of cases where no action 

was initiated may be prepared and 

reasons may be collected from the 

department. 

vi) 

Whether the department liaised with 

other Government agencies for 

getting information in respect of 

dealers engaged in evasion of tax.  

  

vii)  

Whether assessment has been done 

under section 34 of GVAT Act in 

case of dealers engaged in evasion of 

tax.  

  

viii)  

The proper notices for demand of 

tax, interest or penalty, as the case 

may be, were issued timely. 

  

ix) 

Further proceedings such as 

proceeding under land revenue code 

were initiated in the cases where 

demanded amount was not paid 

within the stipulated time. 
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XII . Check Posts 

i) 

On Inter/Intra State movement of 

ñspecified goodsò is accompanied 

with Form ï 402 and has been 

endorsed by the officer manning the 

check post/ barrier.  

  

ii)  

Carrier of goods entering into the 

State has Form ï 403 duly 

authenticated by the registering 

authority under whose jurisdiction 

the dealer is registered. 

  

iii)  

The transit passes Form ï 404 were 

issued to the carrier/vehicles 

carrying goods to other states 

through Gujarat. 

  

iv) 

The transit passes were regularly 

reconciled by the entry check posts 

with the exit check posts to ascertain 

that the goods were not sold or 

delivered within the State of Gujarat. 

  

v) 

Whether registers viz i) Stop 

Delivery Memo Register, ii) Raid 

Case Register is being maintained? 

 

  

 
Checked by 

 

Signature:  

 
 Name: 

 

 

 
 Designation:  
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ANNEXURE - III  

GVAT FORMS  

FORM NAME  
PROVISIONS OF THE 

RULE  
DESCRIPTION  

Form 101 Rule 5 Application For VAT Registration 

Form 101A Rule 5 
Details of Additional Places of 

Business 

Form 101B Rule 5 
Address of Branches and Godowns 

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 Addition information of Business 

Form 102 Rule 6 Certification of VAT Registration 

Form 103 Rule 10(1) 
Application for Cancellation of 

Registration 

Form 104 Rule 10(3) 
Notice for Suspension / Cancellation 

of Registration 

Form 105 Rule 12 
Security under section 28 & 67(16) of 

the GVAT Act 

Form 106 Rule 13 
Declaration/Revised declaration 

regarding manager of business 

Form 107 Rule 14(2) & (3) 
Revised declaration regarding bank 

accounts 

Form 108 Rule 16 
Statement of goods held in stock (on 

31/03/2006) 

Form 109 Rule 18A(3) 
Application 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 

Form 201 

Rule 18 and sub rule 

(2),(3A),(3B) and (3C) 

of rule 19 

Monthly/ Quarterly return 

Form 201A Sub rule (2) of rule 19 List of Sales of goods 

Form 201B Sub rule (2) of Rule 19 List of Purchases 

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
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Form 201C 

Sub rule (2),(3A) and 

(3B) of rule 19 
Balance of Stock (List of inventory) 

Form 202 

Sub rule (3) of rule 19 

and sub rule (4) of rule 

20 

Monthly/Quarterly / Annual return 

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) 
List sales of goods against retail 

invoices 

Form 202 C Rule 19(3) List of purchases of goods 

Form 203 

Sub rule (4) of rule 19 

and sub rule (9) of rule 

20 

Monthly / Annual return of incentives 

Form 204 

Sub rule (4) of rule 19 

and sub rule (9) of rule 

20 

Monthly / Annual return of deferment 

of tax 

Form 205 Sub rule (2) of rule 20 Annual 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 
Application for Exemption from 

filing returns 

Form 210 Sub rule (1) of Rule 28 

Application for Permission to pay 

lump sum tax under Section 14 of 

GVAT Act 

Form 210A Rule 28A(1) 

Application for Permission to pay 

lump sum tax under Section 14 of 

GVAT Act 

Form 210B Rule 28B(1) 

Application for Permission to pay 

lump sum tax under Section 14C of 

GVAT Act 

Form 210C Rule 28C(1) 

Application for Permission to pay 

lump sum tax under Section 14D of 

GVAT Act 

Form 211 Sub rule (4) of rule 28 
Permission to pay lump sum tax 

under Section 14 of GVAT Act 

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
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Form 211A Rule 28A(3) 
Permission to pay lump sum tax 

under Section 14B of GVAT Act 

Form 211B Rule 28B(3) 
Permission to pay lump sum tax 

under Section 14C of GVAT Act 

Form 211C Rule 28C(4) 
Permission to pay lump sum tax 

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 Commodities 

Form 214 Sub rule (8) of rule 28 
Application for Permission to pay 

composition for works contract 

Form 214 A Sub rule (8) of rule 28 

Application for Permission to pay 

lump sum tax for works contract 

executed during the year 

Form 215 Sub rule (9) of rule 28 
Permission to pay composition for 

works contract 

Form 215A 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 

Form 216 A Rule 19(3BB) 

Statement of claiming credit of 

amount deducted as tax under Section 

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 Re-assessment 

Form 304 

Sub rule(2) of rule 29 

and sub rule (2) of rule 

31 and sub rule (2) of 

rule 32 

Assessment Order under Section 32, 

34,35 of GVAT Act 

Form 305 Rule 27 Notice for amount assessed 

Form 306 Rule 37(1) Application for Provisional Refund 

Form 307 Rule 38 and 40 Refund / Interest Payment Order 

Form 308 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 

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
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Form 402 Rule 51 
Movement of goods within / going 

outside the state 

Form 403 Rule 51(5) 
Goods entering into the state from 

other states 

Form 404 Rule 52(1) Application for issue of Transit pass 

Form 405 Rule 52(2) 
Issue of Transit pass under Section 

69(1) of the GVAT Act 

Form 501 Rule 54(3) 

Application for Appeal or second 

appeal under Section 73 of GVAT 

Act 

Form 502 Rule 54(4) 
Application for revision under 

Section 75 of GVAT Act 

Form 503 Rule 57(2) 
Notice before passing Order in 

Appeal / Revision 

Form 504 Rule 57(3) 

Notice before passing order of 

rectification under Section 79 of 

GVAT Act 

Form 601 Rule 59(2) 
Application for enrolment as Tax 

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 

Form 702 Rule 65(3) 

Statement by the contractor to the 

sub-contractor under Section 59B(3)( 

c) of the GVAT Act 

Form 703 Rule 65(4) 
TDS Certificate under Section 59B(8) 

of the GVAT Act 

Form 704 Rule 65(5) 

Yearly Declaration by a person 

paying specified sale price to 

contractor 

Form 705 Rule 65(4) 

Register to be maintained by the 

person responsible for the deduction 

of tax at source. 

Form 706 Rule 65A(1) 
Application for allotment of TDS 

account number 

Form 707 Rule 65(3) 
Tax Deduction Account Number 

(TDN) 

Form 708 Rule 65A(4) Application for cancellation of TDN 

 

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
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ANNEXURE ï IV  

CHECKS TO BE APPLIED  DURING AUDIT OF  

PROFESSION TAX. 

S. 

No. 

PARTICULARS  CHECK TO BE EXCERCIS ED 

1. 

Check  

Monthly return filed by the 

Employer in Form 5  

(Refer Rule 11(1) of The 

Gujarat State Tax on 

Professions, Traders Callings 

and Employment Rules, 1976) 

 

 

Annual return filed in Form 5-

A/5-AA  filed by the employer?  

(Refer Rule 11(2) & 11A(i) of 

The Gujarat State Tax on 

Professions, Traders Callings 

and Employment Rules, 1976) 

 

(1) Verify that the employer has filed the 

return within fifteen days on expiry of the 

previous month? 

 

(2) Verify that the employer has filed the 

return within fifteen days on expiry of the 

previous succeeding year. (in case wherein 

the number of employees does not exceed 

more than twenty employees) 

 

(3) Verify that the employer has paid within 

fifteen days immediately succeeding the 

quarter an amount equivalent to the tax 

[As and when, number of employees exceeds 

twenty, the employer shall from the following 

year, furnish the return in accordance with 

provisions of rule-11] 

 

(4) The return shall be furnished to the 

prescribed authority separately for each place 

of work, unless the employer is permitted to 

file a consolidated return under sub ï rule (3). 

 

(5) Verify that the payment of tax is at the 

rates specified in entry I of Schedule - I 

appended to the Act on account of salaries and 

wages that may be paid to the employees. 

 

(6) Monthly/Annual return as the case may 

are received in time including payment of tax 

should be checked. 

2. 

Payment of tax salaries/ wages 

including arrears of Salaries/ 

wages may be paid to the 

employees by the employer? 

1) Check the rates of tax deducted conform to 

and is in accordance to the entry I of  

Schedule - I appended to the Act. 

 

2) Employees receiving monthly 

salaries/wages less than Rs 6,000/- in that case 

no deduction towards tax is required to be 

made. 
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3) Person does not have status of regular 

employment in that case no deduction towards 

tax is required to be made. 

 

4) The designated authority is State 

Government to be approached for compliance 

of professional tax matters? All other area not 

covered under a Panchayat, Municipality or 

Municipal Corporation. 

5) Check that in the return salaries or 

wagespaid by the employer in respect of the 

year is correct and tax is deducted 

accordingly. 

 

6) If tax payable according to the return is 

more than thetax paid for each month see that 

the employer has furnished along with the 

return, a copy of receiptshowing payment 

ofdifferential amount of tax, interest and 

penalty if any. (Refer Section 9 & 10) 

3. 

Registration certificate issued 1) Every employer not being an officer of 

Government liable to pay tax under 

Section-4 shall obtain a certificate of 

registration from prescribed authority. (Refer 

Rule 3(1) & (2) 

 

2) Check registration file to ascertain whether 

registration is done on time and that there has 

been no delay thereof from the date on which 

liability has arisen 

4. 

Registration certificate 

cancelled 

Certificate of registration granted under rule 3 

can be cancelled by theprescribed authority 

after he satisfies himself that the employer has 

ceased to be an employer. (Refer Rule 7) 

5. 

Arrears in collection of 

Profession tax if any. 

1) Arrears of any tax, penalty, interest or fees 

due under this Act shall be recoverable as 

arrears of land revenue.  

(Refer Section 11) 

Conditions specified in Amensty Scheme-

2019 announced for the period between 01-

06-19 and 31-08-19 issued vide Circular 

No.10 dated 12/07/2019 may also be check 

during the verification of of arrears in 

collection of tax 
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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. 

 

1. District Panchayat: - Area of District Panchayat. 

2. Municipality: - Area of Municipality. 

3. Municipal Corporation: - Area of Municipal Corporation. 

4 State Government: - All other area not covered under a Panchayat, 

Municipality or Municipal Corporation . Hence, taking into view 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 for conducting compliance audit of Unit-----,  for the period April 

202--to March 202---. 

(A).  Sr.Audit Officer 

1. Audit of selected cases (as per sampling) with turnover of More than  5 

crore 

2. Review of cases audited by AAO 

 (B) Assistant Audit Officer/Supervisor 

1. Audit of selected cases (as per sampling) with turnover of from 50 lakh 

upto  5 crore 

2. Review of cases audited by Sr.Auditor 

 (C)  Sr. Auditors 

1. Audit of cases for turnover 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 -III/ P  
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ANNEXURE ï 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 records /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 carried out 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 relaxation should be 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 have an 'entry 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.  Minutes of the '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 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 declaration should 

be enclosed in original with the Inspection Report having acknowledgement from the 

Management.  

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

D. Informatory HMs  

After entry meeting, an informatory HM (Half Margin) as given in Statement (I -A to 

F)  may be issued over the signature of sr.AO.  In case where there 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 of audit and 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 

assessment finalised from the concerned auditee. The cases should be selected in audit 

by way of sample selection methodology approved by PAG. 

The audit party should prepare and furnish a list of files under each category selected 

in sampling to head of auditee for earlier production for audit scrutiny. The head of the 

auditee office should be informed to produce the files which were not produced in the 
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earlier audit to the party at the earliest.  After verification a list of the cases and earmark 

against each document/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 per Statement ïII (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 officer/Assistant. Audit Officer in case of non-supervised audit) should 

ensure that all work has been duly completed. The statement of work done duly 

certified and countersigned by the Assistant. Audit Officer/Inspecting Officer should 

be forwarded along with the inspection reports 

G. Records required to be examined during field visit 

(i) During audit of VAT.  

1. Day Book of VAT & CST assesment  made during the year of audit; 

2. Sampling selected Assesment files both for VAT & CST;  

3. Files of declared forms ie Form-Cò, ñForm-Hô, Form-I if maintained separately. 

4. RC Book of the assesse; 

5. Recovery register; 

6. Refund register; 

7. Register for amnesty scheme; 

8. Service Books; 

9. Pay bill register; 

10. TA bill register; 

11. Cash Book; 

12. Dead Stock Register; 

13. List/Register of cases of exemption given from payment 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 also be 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 the HMs 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 necessary to modify 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 the records, 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 concurrence of 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 promptly sent by e-mail 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 acknowledgement 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 

inspection report should in no case be delayed due to non-receipt 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 key documents 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 (where necessary); 

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 paper necessary 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 a request to furnish 

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 with copy of 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 auditee office to 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 notice of head 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 team. On completion of audit of each unit, 

the Audit Officer/Sr.Audit Officer should prepare Draft Local Audit Report as per 

Compliance Audit Guidelines-2016 and improving the quality of Inspection Report-

PPG Guidance Note (issued in August 2017).  Chapter-I para 1.33.4 
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M. Exit Meeting 

At the close of audit, the audit team leader 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 and acknowledgement requested. 

 

N. Preparation LAR & other files for submission  

Draft LAR files should be prepared in five parts ie. Vol-I, to Vol-V as detailed below. 

Volume I :_This file should contain the draft LAR, new Title Sheet, existing Title 

Sheet (statement-III 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 Contribution statement. 

Volume II :- This file should contain programme books & old outstanding cases. 

Volume III :- 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 Unit Audit Design Matrix 

O. Submission of Local Audit Report to AMG-III Hqr  

The Draft LAR files for the Compliance Audit may be submitted within 5 working days 

from the date of completion of audit to the concerned AMG 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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Statement-I(A)  

(Informatory HM for audit of VAT/GST)  

  

(A) The following information may please be furnished to audit, 

immediately. 

1. List of CTOs/ACs/DCs in charge of the division/circle during the period  

covered under audit . 

2. Statement showing revenue receipts i.e. GST/VAT, CST, Entry Tax and MST 

during the period covered under audit  

3. List of Commercial Tax cases assessed during the period covered under audit. 

The list may be  in the following categories, DC/AC/CTO/CTI-wise separately  

(a) Cases having gross turnover below  50 lakh. 

(b) Cases having gross turnover of  50 lakh and above, but below  2 

crores. 

(c) Cases having gross turnover of  2 crores and above, but below  5 

crores. 

(d) Cases having gross turnover of  5 crores and above. 

4. List of the cases assessed under section 11 by DC/AC/CTO/CTI 

as per categories (a), (b), (c) and (d) mentioned in item (3) above. 

5. List showing outstanding Inspection Report paras with their present status. 

(Outstanding previous inspection report paras alongwith correspondence file 

may be shown to audit). 

6. Enforcement cases, if any, decided during the period of audit may please be 

made available to audit, alongwith list. 

7. Cases in respect of high speed diesel dealers under Motor Spirit Taxation Act, 

if any, assessed during the period of audit may be made available to audit, 

alongwith list. 

8. 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. 

9. Old cases which could not be produced to earlier audit may please be made 

available now (list enclosed in last LAR). 

10. List of refund cases in excess of  1,00,000/-, (interest thereon may be 

indicated separately) alongwith details of  

i) PAN Number 

ii)  General Index Number of Income Tax Return 

iii)  Ward/Circle of the dealer where he is being assessed under  

Income Tax Act 

iv) Jurisdictional Assessing Officer (Income Tax) may be furnished (In 

Two Copies). The case files may also be produced to audit. 

11. List of write-off cases along with details may be furnished to audit. 

12. List of cases where the recovery was affected under the Land Revenue Code 

may be furnished. 
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13.  IT questionnaire (In the proforma attached). 

14. Please furnish the following details in respect of departmental Inspection 

(i) Name and designation of the authority 

(ii)  Period covered in the inspection  

(iii)  Date of inspection 

(B) Sub: Information regarding internal audit  

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 in the circular ibid. In this connection the following information may please 

be furnished to audit for the year ---- to ----- in the following proforma. 

 

1. Reasons for shortfall, if any, in respect of cases to be transferred to audit  

may be stated. 

2. Reasons for shortfall, if any,  in completion of internal audit may be stated. 

3. The above information may be furnished separately for each year of audit, 

if AG audit is for more than one year. 

(C) 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. What 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. 

Year Tax 

Criteria  

No. of 

cases 

assessed 

during 

the year 

No. of 

cases to 

be 

transfer

red for 

audit 

No. of 

cases 

transf

erred 

to 

audit 

No of 

cases 

audite

d 

Shortfall, 

if any, in 

respect 

of  cases 

to be 

transferr

ed to 

audit 

Shortf

all, if 

any, in 

respec

t of 

cases 

to be 

audite

d 

 Above  

2 Lakh 

      

  25,000 

to  2 

lakh 

      

 Refund 

cases 

      

 Enforce

ment 

cases 

      

 Total       
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3.  What is the system existing in the unit/circle to establish accountability for 

fraud/corruption. 

4. Whether and what are the indicators fixed or identified as indicators towards 

occurrence of fraud/corruption. 

5. Instances of fraud/corruption noticed by the unit/circle during 2015-16 to 2017-18. 

The relevant records/case files may be produced to audit. 

6. What is the action taken on above instances, including strengthening of internal 

control system, if any? 

7. Special areas, if any, identified as prone to risk of fraud/corruption in the working 

of unit/circle. 

8. Whether any guidelines issued by the management for controlling fraud/corruption 

may be stated. If so, copy of the same may be furnished to audit. 

 

(D) Subject: Expenditure Audit 

The following information in respect of this unit office for the period --- may please 

be furnished to audit  

1. Name of the office and address:- 

2. Name of the present ACCT, Unit-75, Bhavnagar 

3. Name of the officer who held the charge of ACCT, Unit-75, Bhavnagar during 

the period covered under audit  

4. Details of Last Inspection AG Audit   Department 

(i) By whom done  

(ii) Period of audit  

(iii) Date of audit  

5. A statement showing the month-wise/ year-wise expenditure incurred on pay 

& allowance of Officers, establishment, contingencies etc. for the period 

covered under audit   

6. Statement showing month wise Expenditure met out from Permanent Advance. 

7.  Statement showing the month-wise /year-wise receipts (other than 0040 Sales 

tax receipts) for the period covered under audit. 

8. Statement showing the accounts/documents and registers maintained by the 

office.  

9. Statement showing 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 

10. Statement showing the name & designation of departmental officer who has 

inspected the accounts during the period covered under audit and date of 

inspection. 

11. List showing the details of loss of public money, theft, misappropriation, 

defalcation0, embezzlement etc, if any, during the period covered by audit 

(respective file may be produced to audit). 

      

       Sr. Audit Officer/ AMG P  

To,        

The Assistant Commissioner of Commercial Tax, 
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         Statement-I(B)  

(Informatory HM  ) 

Information required to be collected from the auditee unit for the purpose of 

determining field of audit coverage. 

 

Informative ñAò 

 

1. 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 supply the information with the 

name of dealer, TIN number, Gross Turnover, ITC allowed and VAT paid) 

4. The total number of dealers covered under lump-sum tax.  

5. The total number of dealers assessed under lump-sum tax. (kindly supply 

the information with the name of dealer, 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 

Informative ñBò 

1 Whether any dealer had submitted an application for 

registration within the prescribed time from the date of 

his liability as per the applicable provisions of the VAT 

Act.  

 

2 Whether all dealers registered under the repealed Act, 

submitted the application for registration within the 

prescribed time and got themselves registered under 

VAT. Specify the number of cases where dealer 

registered under GST Act have not got themselves 

registered under VAT 

 

3 Whether the dealers, whose applications for 

registration under the repealed Act were pending for 

decision before the Act was repealed, submitted 

applications for registration under the VAT Act within 

the prescribed time? 

 

4 Whether any market survey was conducted on periodic 

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 paid 

by all the applicants? 

 

6 No. of dealer where duplicate TIN has been issued.  

7 No. of cases where application for change/amendment 

in the Registration Certificate has been received by the 

department 

 

8 No. of cases where application for the closure of 

business was received by the department 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 a 

VAT dealer who has failed to pay the tax, interest or 

penalty payable, failed to furnish the monthly 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 cancellation, 

the necessary penalty has been imposed and recovered 

by the assessing officer. 
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11 Whether there are any cases where certificates of 

registration have been found to be transferred by one 

dealer to another? 

 

12 Whether the Commissioner has published the 

particulars of the dealers whose certificate of 

registration has been cancelled as provided under the 

Act?  

 

13 Whether every registered dealer has filed a declaration 

stating the name of the person or persons who shall be 

deemed manager/managers of business of such dealer? 

 

14 Whether a periodical survey/ enumeration of the 

dealers whose registration certificates have been 

cancelled has been done to check if their total turnover 

and taxable turnover calculated from the 

commencement of any year exceeds the thresholds of 

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 amount 

of refund in  

 

17 No of cases where department has granted the dealer 

facility for payment of tax assessed in installments. 

 

 

 

      Sr. Audit Officer/AMG-P 

To, 

The Assistant Commissioner of Commercial Tax, 
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Statement-I(C)  

(Informatory HM  ) 

 

The following information may please be furnished to audit immediately. 

1. Professional Tax receipts (total of the division and CTO-wise) during the 

period covered under audit  

2 (a) No. of RC and EC cases live as on 1.4----. 

(b) No. of RC and EC cases issued during the period covered under 

audit.  

(c) No. of RC and EC cases cancelled up to 31.3.---- 

(d) No. of RC and EC cases live as on 31.3.----- 

3. List of RC/EC issued during the period covered under audit. 

4. Position of arrears in collection of profession tax as on 31.3.----- 

5. Files of RC/EC cases mentioned against item (4) above may be produced 

to audit. 

 

      Sr. Audit Officer/ AMG P.No 

To, 

The Assistant Commissioner of Commercial Tax, 
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Statement-I  (D) 

                             (Informatory HM  ) 

 

As per Circular No.GST-1014-884-VAT Cell dated 14.10.2014 Government of Gujarat 

announced an amnesty scheme for the construction developers 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 notification (i.e. 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 pay interest on the payment of 

tax from 11.4.15 to the date of payment of tax. In response to the above circular, 

following information and records may be provided to audit immediately, 

1. Total no. of registered dealer who applied for the benefit under the scheme and details 

of paid tax. 

2. 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/developer. If assessment have finalised the 

records may be available to audit 

3. 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 Assistant Commissioner of Commercial Tax, 
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     Statement-I(E)  

 (Informatory HM  ) 

   

Kindly arrange to furnish the information to the Audit Party immediately,  as 

appended below:- 

(A) 

Year No. Of Registered 

Dealers 

Total Revenue 

2015-16   

2016-17   

2017-18   

 

(B) 

Year Grants Received Expenditure Incurred 

2015-16   

2016-17   

2017-18   

 

 

       Sr. Audit Officer/ AMG-III 

P No 

To, 

The Assistant Commissioner of Commercial Tax, 

  

Statement-I (F) 

(Informatory HM  ) 

 

The Commercial Tax Department vide Circular 02.06.2017 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, 

The Assistant Commissioner of Commercial Tax, 
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FINANCIAL ATTEST AUDIT TEAM (FINAT)  

1 INTRODUCTION  

The Financial Attest Audit of State Government Accounts is to be conducted as 

per the Guidelines approved by the CAG of India in March 2015. The 

Guidelines recognize the roles of AsG(A&E), PAsG/AsG (Audit) and the state 

governments and aim at establishing synergy in their working. 

In Gujarat, the O/o the Pr. AG (Audit-II),Gujarat, Ahmedabad functions as the 

Principal Auditor and O/o the AG (Audit-I), Gujarat, Rajkot functions as the 

Sub- Auditor in respect of the financial attest audit of the State Government 

accounts. The FINAT is to be headed by a Senior Audit Officer and has a 

sanctioned strength of two Assistant Audit Off icers and seven Auditors. 

2 RESPONSIBILIT IES / FUNCTIONS OF FINAT  

1. Audit of the Annual Accounts of the State Government (the Finance 

Accounts and the Appropriation Accounts) and expressing an opinion on 

these Accounts based on the results of such audit 

2.  Planning, execution, 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 other  teams  in  the  Financial  Audit  Wing  dealing 

with  scrutiny of  vouchers, sanctions, etc. and Treasury Inspection teams 

of the off ice of Accountant General (A&E), Gujarat, Rajkot. 

3. Vetting of draft explanation notes (through UORs) submitted by all  

departments on the comments appearing in the Appropriation Accounts of 

Gujarat before their submission to the Public Accounts Committee. 

 

4.  Rendering an opinion on proposals for opening of new sub-heads received 

from the State Government to the O/o the AG (A&E). Gujarat, Rajkot. 

(Source : D.G (GA) instruction vide letter. TM/S-2//ONS-COR/2012-

13/573 dated 29.12.2014. 

 

5.  Checking of Accounts at a Glance prepared by the O/o AG (A&E), 

Gujarat, Rajkot annually. 

3 EXECUTION OF AUDIT PROCESS 

The Guidelines lay down the timelines for the financial attest audit of the 

accounts of the State Government, procedures to be followed in such audit, 

responsibility centers for the audit and the audit checks to be exercised by the 

audit team for proving the correctness of assertions made in audit. The audit 

procedure has been structured as under: 

a. Audit Planning 

PART- C 
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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 the Government Accounts wing of the Headquarters office (CAGôs 

off ice). On the basis of this schedule, O/o the AG (A&E), Gujarat, Rajkot 

communicates a detailed time schedule for audit and certification of FA and AA. 

The audit planning process for financial attest audit of State Government 

accounts would have the following elements: 

3.2   INTERNAL CONTROL A SSURANCE 

3.2.1 ASSURANCE FROM  A& E OFFICE  

The accounts of the State Government are compiled and prepared by the AG 

(A&E) through voucher level compilation (VLC) system from the primary 

records and accounts maintained by the State Government. It is important that 

FINAT obtains an assurance from the O/o the AG (A&E) on correctness of 

records maintained by that off ice. Assurance on VLC on validation controls, 

inclusion of all  accounts rendering units in monthly accounts and capturing of 

budget data against each unit of appropriation are to be obtained by FINAT 

from the O/o the AG (A&E) on an annual basis. However, the FINAT will  also 

validate the internal control assurance given by the O/o AG (A&E) through 

independent test checks. 

(Source: Para 2.11 of the Guidelines) 

3.2.2 ASSURANCE FROM  STATE GOVERNMENT 

Information on guarantees given by State Government, investment in Statutory 

Corporations/ Government Companies, incomplete works etc., are furnished by 

the Finance Department/other departments, which appear as part of the financial 

statements. In these cases, an assurance from the Finance Department/other 

departments should be obtained by FINAT, through A&E Off ice or directly on 

the correctness  of  the  data  depicted  in  the  Annual  Accounts  to  be  certified  

by  the Principal Auditor . However FINAT should also conduct independent 

test check for confirming the robustness of the system prevent in the 

departments. 

(Source: Para 2.12 of the Guidelines) 

3.3    RISK ANALY SIS 

Audit planning requires conducting of risk analysis of account areas, 

accounting information, and accounts rendering units, expenditure incurring 

units and revenue for collection units. The decision on selection of appropriate 

sampling method, materiali ty levels and risk parameters is taken on the basis of 

a formal process of identifying risk parameters and their evaluation. (Source: 

Para 2.13ï 2.15 of the Guidelines) 

3.4 DETERMINING  MATERIALITY LEVE LS &  SAMPLE 

SELECTI ON 

FINAT shall  receive vouchers details from VLC section of O/o the AG (A&E). 

The selection of samples for substantive testing of accounting inputs like 
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vouchers, challans,  classified  abstracts,  consolidated  abstracts,  transfer  

entries,  settlement accounts, clearance memorandum and different transactions 

forming part of the accounts  will  be  done  by  Principal  Auditor  by  adopting  

appropriate  statistical sampling methods. Similar activiti es are required to be 

done by Sub- Auditors in their respective audit jurisdictions. FINAT has to 

apply the appropriate sampling methodology as decided by the Principal 

Auditor, i.e. Pr. AG (Audit-II)  Gujarat, Ahmedabad to draw the sample 

transactions and communicate the same to FAW, field audit parties and 

treasury inspection teams. 

(Source: Para 2.16 and Annexure D of the Guidelines) 

3.4.1 SAMPLI NG PROCEDURE ADOPTED IN THE O/o PR. AG 

(Audit -II), GUJARAT, AH MEDABAD 

Monetary Unit Sampling Method through the IDEA application is being applied 

in the O/o Pr. AG (Audit-II) Gujarat, Ahmedabad erstwhile O/o Pr. AG (E& 

RSA)) Gujarat, Ahmedabad on vouchers (revenue and capital separately) from 

April 2015 onwards as given below: 

Å Confidence level not below 95%. 

Å Upper Error Limit not above 1% of total amount. 

Å Expected Error Rate not above 0.49%. 

Further, the details of treasury vouchers are stratified in three categories as 

under: 

1.  Vouchers having money value less than Rs. 5 lakh. 

2.  Vouchers having money value between Rs.5 lakh and Rs.1 crore. 

3.  Vouchers having money value more than Rs.1 crore. 

The sampled vouchers details are communicated to FAW in O/o AG 

(G&SSA) Rajkot by FINAT for substantive testing of vouchers. 

3.4.2 CHECKING OF CERTAIN CLA SS OF VOUCHERS 

FINAT will  check 100 per cent of transactions, forming part of the Monthly 

Civil A ccounts and Report on Monthly Expenditure (Monthly Appropriation 

Accounts) of the State considered material by Nature and Context. The details 

of Accounts Heads have been given below for such checking: 

¶ Loans under Major Heads 6075 to 7615(except 7610-Loans to 

Government servants,   etc.) 

¶     Public Debt under Major Heads 6003 and 6004; 

¶    Contingency Fund under Major Heads 7999 and 8000; 

¶    Reserve Funds booked under Major Heads 8115 to 8235; 

¶ Minor Heads 101ïPay and Accounts Office-Suspense, 102ïSuspense 

Account (Civil),109ï   Reserve   Bank   Suspense   (Headquarters),   110ï

Reserve   Bank Suspense (Centre Accounting Off ice), 111ïDepartmental 

Adjusting Account under major Head 8658 ïSuspense Accounts 

¶    Cash Balances booked under Major Head 8999 ï Cash Balances 
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¶    Cash Balance Investment Account ï 8673 

¶ Minor Head 800-Other Expenditure (especially if  schemes like flag ship 

programmes are booked here) 

Any other Head of Account for which this off ice feels that 100 per cent check 

has to be conducted can be added to the above list. 

(Source: Para 2.18 of the Guidelines). 

3.5 DECIDING  DOCUMENTATION  REQUIREMENTS IN FORM 

OF MATRIX &  INFORMATION SHEET 

FINAT would prepare a óMatrixô showing the assertions sought to be proved, 

sample of transactions and vouchers selected for carrying out the test and 

substantive audit tests to be carried out. A sample matrix is given at Annexure-

B of the Guidelines. 

(Source: Para 2.20 and Annexure B of the Guidelines) 

FINAT would monitor receipt of óInformation Sheetô based on the óMatrixô 

supplied to all  the audit teams involved in the Financial Attest Audit (FAA) of 

FA & AA showing   the   nature   of   substantive   audit   test,   the   units/account   

area/account information on which the test was carried out and the results of the 

substantive audit tests carried out by FAW, Local Audit Parties and Treasury 

Inspection units. The Information Sheets will  be forwarded to FINAT from 

FAW on a monthly basis. Local inspection parties and treasury inspection units 

wil l attach the information sheet as a separate appendix to the regular inspection 

reports and these will  be forwarded to FINAT after vetting by the concerned 

headquarters section of the respective wings. 

(Source: Para 2.21 and Annexure-C of the Guidelines) 

3.6 AUDIT I MPLEMENTATION  

3.6.1 PREPARATORY WORK FOR COMMENCEMENT OF 

FINANCIAL ATTE ST AUDI T. 

The implementation of FAA of State Government accounts should 

appropriately start with a review of the State budget. As per the Guidelines, the 

off ice of the Principal Auditor may rely on the Budget Review Report prepared 

by O/o the AG (A&E). FINAT will  obtain the copy of Budget Review Report 

from the O/o AG (A&E), Gujarat, Rajkot on an annual basis. 

Before the commencement of the audit of transactions from the first month of 

the financial year, Audit has to ensure that budget provisions/estimates included 

in the Demands for Grants and other budget documents have been correctly 

carried over into the Voucher level Computerization (VLC) system and records 

maintained in the Book Section. In Gujarat, the A&E office has been getting 

data in electronic format and has been importing it electronically to the VLC 

system, FINAT need not check correctness of the budget data transferred to 

VLC system. It is suff icient to seek an assurance in this regard from the A&E 

off ice. 

(Source: Para 3.2 to 3.4 of the Guidelines) 
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3.7   FAA I MPLEMENTATION STAGES: 

The Implementation of Financial Attest Audit can be organized in two Phases 

Phase I  - Year Long Activi ties 

3.7.1 Examination   of   Sanctions   &   vouchers   performed   by   FAW   

and communicated to FINAT. (Source: Para 3.7 to 3.13 of the 

Guidelines) 

3.7.2 FAA USING INPUTS FROM INSPECTION  OF TREASURIES - 

Inspection of Treasuries will  be performed by O/o the AG (A&E) and result 

will  be communicated to FINAT on a quarterly basis. (Source: Para 3.14 ï 

3.16 of the Guidelines) 

3.7.3 ANALYSIS OF INPUTS BY FINAT  

FINAT would analyse the inputs received from desk audit and local audit of 

selected vouchers, treasury inspection reports and monthly accounts to 

ascertain their impact on the financial statements. FINAT may conduct a 

wider audit of accounting areas where major deficiencies, weaknesses or 

inaccuracies were noticed during the above mentioned examinations. The  

objectives  of  such  audits  would  be  to  identify underlying reasons of 

deviations and their impact on the financial statements. The results of this 

audit should be reported in the Report on State Finances, if  considered 

significant or informed to the State Government in the form of a Management 

Letter. (Source: Para 3.17 of the Guidelines) 

3.7.4 AUDIT  OF THE MONTHLY  CIVIL  ACCOUNTS AND REPORT 

ON MONTHLY EX PENDITURE  (MONTHLY APPROPRIAT ION 

ACCOUNTS) 

As the next step,  FINAT will  perform the detailed audit of monthly civil 

accounts, Report on Monthly Expenditure (Monthly Appropriation Accounts) 

and their underlying transactions and vouchers is to be taken up. This audit 

should be taken up immediately after the O/o the AG(A&E) shares the monthly 

civil  accounts for the month of September with the Principal Auditor since this 

would provide half-yearly figures of expenditure and receipts. Detailed audit 

of the monthly civil  accounts and the  Report  on  Monthly  Expenditure  

(Monthly  Appropriation  Accounts)  may  be carried out for the selected months 

of September, January, February, March (preliminary) and March 

(supplementary). 

The objective of the audit checks in this phase are to identify errors, 

unauthorized expenditure etc. if  any, suff iciently early so that corrections can 

be carried out before the accounts for the year are finally closed. FINAT will  

also test check transactions indicated in the óVerified Date-wise Monthly 

Statementô for each month. The audit checks to be carried out at this stage are 

indicated in óAudit Checks for audit of Monthly Civil  Accountsô as given in 

Annexure  ïG of the Guidelines. The audit checks to be carried out on Report 

on Monthly Expenditure (Monthly Appropriation Accounts) are indicated in the 

óAudit Checks for audit of Report on Monthly Expenditure (Monthly 

Appropriation Accounts)ô as given in Annexure ï H of the Guidelines. 

(Source: Para 3.18-3.19 of the Guidelines) 
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3.7.5 COMPREHENSIVE REVIEW OF  GRANTS 

FINAT should conduct a comprehensive review of at least two Grants every 

year. The results of this audit and the findings of audit of monthly civil  

accounts, Report on Monthly Expenditure (Monthly Appropriation Accounts) 

and the FA & AA should be used for reporting on the administration of the 

Grant by the departmental off icers. Grants for such review may be selected by 

the Principal Auditor using professional 

judgment on the basis of substantial persistent savings/excesses/other 

irregularities disclosed in past appropriation accounts. Failure of the controlling 

and drawing & disbursing officers to restrict their expenditure within the 

allotted amounts would be requiring special attention and probe. (Source: Para 

3.20 of the Guidelines) 

3.7.6 REGISTER OF AUDIT OBSERVATIO NS. 

A separate Register may be maintained in FINAT to record errors and 

omissions noticed  during  audit  of  Report  on  Monthly  Expenditure  (Monthly  

Appropriation Accounts)/ Monthly Civil  Accounts for follow up action. The 

unsettled cases which may have impact on the accuracy or completeness of FA 

& AA should be considered for audit comments and for quali fication of 

accounts as well  as for inclusion as comments in the Report on State Finances. 

(Source: Para 3.21 of the Guidelines) Phase II  - Year End Activi ties 

3.7.7 ENTRY AND EXIT CONFERENCE. 

Entry conference with the State Government is to be organized at an appropriate 

time, before the start of Phase- II of audit implementation. In such conference, 

the O/o the AG (A&E) and other Sub-Auditors should also participate. This 

conference may be organized along with the Exit Conference being organized 

by AG (A&E) to discuss finalization of accounts. It is of paramount importance 

that the audit objectives, scope, methodology are discussed with the Finance 

Department of the State Government, and also sent to them through a formal 

communication with a copy to the AG (A&E). 

(Source : Para 3.22-3.23 & 3.34 of the Guidelines) 

3.7.8 AUDIT OF  STATE MENTS AND APPENDICES OF FINANCE 

ACCOUNTS. 

FINAT will  commence the audit after the submission of Statements and 

Appendices of Finance Accounts by the O/o the AG (A& E). In addition to the 

audit checks prescribed, review of compliance with audit observations pointed 

out during earlier phase of audit will  also be part of the scope of audit of this 

phase. In case, corrections are carried out later on in the Monthly Civil  Accounts 

already audited, these corrections should be scrutinized and their impact on 

accounts assessed. The detailed audit checks to be carried out on each Statement 

and Appendix of Finance Accounts are  indicated  in  the  óAudit  Checks  for  

audit  of  Finance  Accountsô  as  given  in Annexure ï I of the Guidelines. 

3.7.9 AUDIT OF APPROPRIATION ACCOUNT S. 

FINAT will  commence the audit of Annual Appropriation Accounts as soon as 

Grant Statements  containing  information  relating  to  grant  number,  

nomenclature  of  the heads of accounts up to sub-head level forming part of the 
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particular grant and final grant against each sub head are received from AG 

(A&E). The correctness of grant number and nomenclature of heads of account 

should be checked at this stage with reference to those in detailed demands for 

grants and any corrigendum issued thereof as also the Supplementary Demands 

for Grants for the year. Further, information relating to the sanctioned provision 

(Original and Supplementary) and the effect of re- appropriation/resumption 

orders issued during the year against each sub-head should also be checked for 

correctness. 

Audit of detailed Appropriation Accounts showing final Grant expenditure 

figures should focus on verifying whether the expenditure incurred is within the 

sanctioned provision or is covered by re-appropriation orders issued to meet the 

excess expenditure. Finally the audit of the final Appropriator Accounts is to 

be taken up as per the audit checks attached as Annexure- J of the Guidelines. 

Several of these audit checks are amenable to execution on the VLC Database 

through use of Computer Aided Audit Techniques (CAATs) like IDEA. Audit 

checks required in various substantive audit tests are listed out in the Guidelines 

to facilit ate easy development and adoption of CAATs in such audits. The 

audit report module could be developed in the VLC system for automating the 

financial audit process itself. Computerization of the audit process either 

through in-house or off the shelf software would assist in better planning, 

execution and monitoring of Financial Attest Audit procedures and reporting. 

Sample audit report which can be developed in the VLC system to facilit ate 

audit check is included as Annexure-K of the Guidelines. 

(Source: Para 3.25-3.28 of the Guidelines.) 

3.7.10 VETTING OF NOTES TO ACCOUNTS 

Notes to Accounts (NTAs) are additional information/disclosures provided in 

Volume-I of the Finance Accounts that help explain specific items in the 

statements as well as provide a more comprehensive assessment of the financial 

position. 

It has been an established practice that AG (A&E) proposes draft NTAs and 

these are vetted by the Principal Auditor before their inclusion in the accounts. 

FINAT will  vet the NTA after their receipt from the O/o the AG (A&E). Even 

after vetting the NTAs there may be circumstances where audit observations 

elaborating and accentuating NTAs may be necessary for the reasons of 

materiali ty and context. In such cases, the audit observations should bring out 

the impact of the NTAs on the accuracy and reliabili ty of accounts. Such audit 

observations should be communicated to the AG (A&E) and State Government 

and considered for inclusion in the Report on the State Finances. 

3.7.11 PREPARATION OF  DRAFT AUDIT  COMM ENTS 

Based on the results of audit, FINAT would prepare the draft audit comments 

on the Finance and Appropriation Accounts and send it to Finance Department 

for their replies with a copy to AG (A&E) and Sub- auditors. 

3.8    DOCUMENTATION AND R EPORTING  

3.8.1 AUDIT 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 physical 

or electronic form, containing the records that describe the audit documentation 

for a specific engagement. The audit file to be maintained by FINAT should 

include the detailed audit plan, the sample selection, nature, timing and extent 

of procedures performed, results of such procedure and the evidence obtained. 

It should also mention significant matters arising during the audit, the 

conclusions reached thereon and significant professional judgments made in 

reaching those conclusions. Audit file should also include record of discussions 

of significant matters with Management, Government 

and others, including the nature of the significant matters discussed and 

when and with whom the discussions took place. 

(Source: Para 4.1 to 4.3 of the Guidelines) 

3.8.2 ASSURANCE MEMO. 

Assurance Memos have been prescribed in the guidelines to seek an assurance 

from the Principal Auditor and AG (A&E) to the compliance of these guidelines. 

The Assurance Memo regarding audit of FA and AA would be prepared by 

FINAT. These memos would provide the assurance to the controlling ADAI/ 

DAI about the completeness  and  robustness  of the process  being followed  

while compiling and certifying the accounts by the concerned authorities. The 

Memo to be signed by the Principal Auditor i.e. Pr. AG (Audit-II ), Gujarat, 

Ahmedabad is given in Annexure L1 of the Guidelines and would be supported 

by an Assurance Memo about compilation of Finance and Appropriation 

Accounts as given in Annexure L2 of the Guidelines to be signed by the Pr. 

AG/AG (A&E). 

3.9 RESULTS OF AUDIT  

The objectives of conducting FAA of State Government accounts are to provide 

an assurance on accounts to the stakeholders, improving quali ty of accounts, 

encouraging systematic improvements and enforcing financial discipline. The 

outcome of FAA can be in the following forms: 

3.9.1 REVI SION /CORRECTION OF  ACCOUNTS 

3.9.2 MANAGEMENT LET TER 

A Management Letter would be proposed by FINAT and the same would be 

issued to the Principal Secretary in-charge of Finance Department (the audited 

entity) pointing out those audit findings which though not material enough to 

affect the audit opinion, need to be addressed to improve the quali ty of accounts 

after its approval by Pr. AG (Audit-II), Gujarat, Ahmadabad. While developing 

findings, it is important to focus on underlying causes of problems rather than 

simply to report the problems and their results.  It  should  be  ensured  that  

nothing  communicated  to  the  audited  entity is inconsistent with the audit 

opinion. Further, a copy of the Management Letter issued to the State 

Government should also be sent to the AG (A&E) for matters relating to 

compilation of accounts. A management letter can also be issued to the O/o the 

AG (A&E) for matters relating to compilation of accounts. 
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3.9.3 AUDIT O PINION  

Audit of financial statements are óreasonable assuranceô engagements.  Given 

the 

inherent  limitations  of  an  audit  engagement,  the  auditor  can  only  

provide  aóreasonable assuranceô and not an óabsolute oneô, 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 communicated to the 

external stakeholders through an audit opinion which has two components as 

discussed in paragraph 1.4 of this manual. 

3.9.4 SUPERVI SION AND REVIEW  

The responsibility of preparing draft audit opinion including draft Audit 

Certificate and draft audit comments which might find a place in the Report on 

State Finances would  be  of  FINAT  after  conclusion  of  audit  and  after  

considering  the  replies received from the State Government. The draft audit 

opinion would be sent to the controlling DAI / ADAI for approval of the CAG. 

This opinion would be supported by the Assurance Memos as discussed in 

preceding para 4.2 and an appreciation note about the process followed. 

4. RESPONSIBILITI ES ON VETTING  OF UORS 

There are 26 departments (having 108 grants) of which comments are appearing 

in Appropriation Accounts every year. Comments on sub-heads appear as per 

the PAC norms  in  the  Appropriation  Accounts.  On  appeared  comments,  

the  departments submit their detailed explanations in the form of UORs which 

are vetted in FINAT. After, vetting of UORs, finally questionnaire is prepared 

by FINAT on the detailed explanation which is to be discussed in the PAC. 

5. OPINION ON OPENING OF SUB HEADS 

The State Government has been empowered to discharge the function of the  

Union Government under  article 150 of the Constitution of India related to the 

opening of Sub heads  and Detailed Heads of Accounts under the various Major 

and Minor heads of account in its  Accounts. Similarly, in terms of section 21 

of the Comptroller and Auditor General (DPC Act 1971), the CAG of India 

has delegated to the State AsG the powers to tender advice to the State 

Government  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 dated 29.12.2014. Pr. AG (Audit-II ), Gujarat, Ahmedabad required 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 GLAN CE 

Accounts at a Glance provide a broad overview of Government activiti es. The 

information is presented through brief explanation, statements and 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 assigned by Pr. AG (Audit-II), Gujarat, 

Ahmedabad in matters relating to Financial Attest Audit. 
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RESIDENT AUDIT OFFICE (PAY & ACCOUNTS OFFICE ) 

1   INTRODUCTION  

The Pay and Accounts off ice (PAO) was formed at Ahmedabad under the 

control of State Government on 1 May 1960 to deal with the payment to 

Gazetted Off icers, payments on account of establishment and other contingent 

charges pertaining to (1) Secretariat Department (2) Governorôs establishment 

(3) Legislature and (4) State Level Heads of the Departments located at 

Ahmedabad. 

After shifting of the Secretariat and other State Level off ices to the new capital 

city of Gandhinagar, another Pay and Accounts PAO was created at 

Gandhinagar with effect from May, 1970. Thus at present there are two PAOs 

at Ahmedabad and Gandhinagar for dealing with the pay and accounts work 

pertaining to the various departments of the Government of Gujarat. 

1.1 FUNCTIONS OF THE PAO 

In pursuance of the general policy of the Government to divest the Audit 

department of the responsibility of making payments and compilation of 

accounts which are not germane to audit functions, the functions of pre-check 

and accounting of the state transactions arising in Gandhinagar and Ahmedabad 

were taken- over by the PAO from the Accountant General from 14 June 1965 

(Gandhinagar from 1 May 1970). Thus, the PAOs at Gandhinagar and 

Ahmedabad are responsible for making the payments and also for the 

maintenance of accounts of state transactions pertaining to above mentioned 

four groups of off ices of the State Government. The PAOs function as a 

Treasury in respect of payments of these four groups of offices arising in 

Gandhinagar and Ahmedabad.  The PAOs also compile the accounts for all  

such payments including transactions recorded at Resident Commissioner, New 

Delhi and Liaison Off icer, Mumbai and the compiled Accounts are rendered to 

the Accountant General (A&E), Gujarat. The Function and duties of the Pay 

and Account Off ice has been described in the Pay and Account Off ice Manual, 

1965. 

The main functions of the PAOs at Ahmedabad and Gandhinagar are as 

follows: 

(a) Payment, after cent per cent pre-audit of all  contingency and pay & 

establishment vouchers. PAO Gandhinagar conducts pre-audit of vouchers 

of 128 departmental off ices and PAO Ahmedabad conducts pre-audit of 

vouchers of 25 departmental off ices. 

(b) Maintenance of detailed records of such payments as was done in 

Accountant Generalôs office in accordance with the procedure prescribed 

by the Comptroller and Auditor General of India, in the various Codes and 

Manuals. 

(c) Sending monthly compiled accounts to the Accountant General (A&E) by 

the 10th of every month from the details furnished by the Reserve Bank and 

PART-D 
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those originating in the PAO off ice. The PAOs also conduct reconcili ation 

of monthly expenditure of all departments with Accountant General (A&E). 

1.2 ORGANI SATION  OF THE PAO 

The Finance department is the administrative Department for Directorate of 

Accounts and Treasuries (DAT). The Pay and Accounts Off icer is in charge of 

the Pay and Accounts Off ice who provides assistance to the DAT. He is assisted 

by Accounts Off icer Class-I and Class-II, Superintendent, Upper Division 

Clerks etc. Consistent with the distinctive functions of this office in respect of 

State and Central transactions arising, the off ice is divided into several branches 

as detailed below: 

 

INDIVIDUAL RU NNING LEDGER ACCOUNTS (IRLA ): 

It deals with payment of salaries and allowances of the Governor, Speaker of 

the Legislative Assembly of the State, Ministers and MLAs and personal claims 

of these authorities. 

PAY AND ALLOWA NCES OF GAZETTED OFFICERS (PAG) 

BRANCH : 

It deals with pay and allowances of Gazetted officers working under the above 

four groups of off ices. 

SERVICE RECORDS (SR) BRANCH: 

It deals with the maintenance of service records of off icers of All  India Services 

working under the State Government and all  off icers working on the post 

of State Level Heads of Departments located at Ahmedabad and Gandhinagar, 

issue of salary slips, reports on the entitlement of leave etc. 

DEPARTMENTAL A UDIT BRANCH ( PAD): 

It deals with pay and allowances etc., of non-gazetted establishment, 

contingencies and payments authorised by the Accountant General, Gujarat. 

These branches also deal with payment and maintenance of Contingency Fund 

and its adjustment. 

CASH &  CHEQUE BRANCH: 

It deals with the receipts and payments (by cheque) of bills. 
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ESTABL ISHMENT, CONTROL AND RECORD BRANC H: 

It deals with establishment matters of this office, co-ordination of various 

sections, orders issued by the Government, Accountant General etc.  

1.3 MANUAL, RUL ES AND ACTS FOLLOWED BY PAO 

For sanction audit and pre audit of contingent payments, the PAOs adhere to 

the following Manual/ Rules: 

1. The Bombay Pay and Account Off ice Manual, 1965 

2. The Gujarat Civil Services Rules, 2002 

3. The Gujarat Civil  Services Rules, 2005 

4. The Gujarat Civil Services Rules, 2006 

5. The Financial Power (Delegation) Rules, 1998 

6. Mumbai Contingency Expenditure Rules, 1959 

7. Gujarat Treasury Rules, 2000 

8. The Gujarat Civil Service (Revision of Pay) Rules, 2009 &   2016.      

9. The Gujarat Financial Rules, 1971 

.10 Bombay General Provident Fund Rules 

11. The Medical Civil Service Rules, 2015 

12. All India Civil Services Rules Part-1-2-3, 2016 

2. ORGANISATION AND FUNCTIONS OF THE RESIDENT AUDIT 

OFFICE 

2.1 PRE-RESTRUCTURING  

The accounts and all  contingent vouchers of the Pay and Accountant Off ices 

located at Gandhinagar and Ahmedabad are subject to audit by the Comptroller 

and Auditor General of India (CAG). 

The functional   control   of  Resident   Audit  Off ices   was   under  Works   

wings, Ahmedabad under the jurisdiction of the Off ice of the Accountant 

General (Civil Audit), Rajkot. The expenditure audit of the Departments and the 

field off ices of the State Government were conducted by the Off ice of the 

Accountant General (Civil Audit), Rajkot up to 1 April 2012. However, as a 

part of Restructuring of Indian Audit & Accounts Department, with effect from 

2 April  2012 the Works wing was renamed as Economic Sector-II (ES-II) 

Wing and placed under the jurisdictional control of Accountant General 

(Economic and Revenue Sector Audit). The ES-II wing was given the 

responsibility of auditing six departments. Central Audit of Monthly Accounts 

of Public Works Department viz., Roads and Buildings Department and Water 

Resources Department and Pay and Account Off ices, Gandhinagar and 

Ahmedabad were also placed under the control of ES-II wing. 

The functions of Central Audit of monthly accounts of Public Works 

Departments and Resident Audit Off ices of Pay & Accounts Off ices located at 
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Gandhinagar and Ahmedabad   were   placed   under   the   control   of   Dy.   

Accountant   General (Administration) with effect from 25 February 2015. 

(Author ity: Off ice Order  No. Admn (Au)/BL 180 dated 25-02-2015). 

2.2 RESTRUCTURING  OF INDI AN AUDIT &  ACCOUNTS 

DEPARTMENT 

 As a part of restructuring of Indian Audit & Accounts Department on cluster 

based approach, the RAOs Ahmedabad and Gandhinagar were placed under 

AMG-III group under the control of Principal Accountant General (Audit-II), 

Gujarat, Ahmedabad with effect from 15 May 2020. 

The functions of Resident Audit Offices of Pay & Accounts Offices located at 

Ahmedabad and Gandhinagar were placed under the control of Dy. Accountant 

General (AMG-III) 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 Off icer/ Audit Off icer, Assistant Audit 

Off icer/ Supervisor, Sr. Auditor/ Auditor, Data Entry Operator and MTS for 

Resident Audit Off ices, Gandhinagar and Ahmedabad as on date is as follows: 

 

Cadre Sanctioned strength 

Gandhinagar Ahmedabad 

Sr. Audit Off icer/ Audit Officer 

 

Off icer 

 

1 Asstt. Audit Off icer /Supervisor 

 

Supervisor 

1 1 

Sr. Auditor/ Auditor 5 3 

Data Entry Operator 1 1 

(Sanction strength revised in May 2015) 

2.4 FUNCTIONS OF THE RESIDENT AU DIT OFFICE  

The functions of the Resident Audit Off ices of PAOs Gandhinagar and 

Ahmedabad are as follows: 

1.  Post audit of contingent vouchers / bills, pay and establishment bills, 

travelli ng allowances bills, medical bills and LTC etc., relating to Gazetted 

Off icers and non- Gazetted Off icers / off icials passed and paid by the Pay 

& Accounts Off ices. 

2.  Audit of sanctions received from the Departments and off ices located in 

Gandhinagar and Ahmadabad, of which payments/ transactions do not 

route through treasury and payments for which are routed through Pay and 

Accounts Off ices. 

3.  Audit and countersignature of Monthly Compiled Accounts submitted by 

the Pay & Accounts Offices every month before it is submitted to the 

Accountant General (A&E) by the 10th of each month. 
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4.  Review of contract register for agreements made for purchases above 

50,000 maintained in manuscript by the Pay & Accounts off ices. 

5.  Post audit of expenditure relating to Governor off ice, Liaison off ices at 

New Delhi and Mumbai for Gujarat Bhavan, and expenses of MLAs such 

as TA Bills, Medical Bill and Pay bills etc is done by RAO Gandhinagar. 

2.5 BROAD OBJECTIVES OF AUDIT  

The broad objectives of post audit of vouchers conducted by the RAO are to 

ensure legali ty, regularity, economy, eff iciency and effectiveness of financial 

management and public administration. RAO seeks to check whether: 

(1)  Funds have been authorized by the competent authority prescribing the 

limits within which expenditure can be incurred; 

(2)  Either a special or general sanction of the Competent Authority authorizing 

the expenditure is available; 

(3)  All financial transactions have been correctly recorded in the accounts 

under examination and have been allocated to the appropriate Heads of 

Accounts; 

(4)  The monthly compiled accounts are properly prepared, are complete in all  

respects and are presented with adequate disclosures; and 

(5)  Whether the provisions of the Constitution, the applicable laws, rules   

and regulations made there under and various orders and instructions issued 

by competent authority are being complied with; 

2.6 SAMPLE SIZE FOR SELECTION OF VOUCHERS FOR AUDIT 

Prescribing and planning materiali ty level in the form of monetary thresholds 

and other criteria for selection of sample vouchers, sample account areas and 

sample transactions for substantive testing is one of the major audit planning 

activiti es. The selection of samples for substantive testing of accounting inputs 

like vouchers, challans, classified abstracts, consolidated abstracts, transfer 

entries, settlement accounts, clearance memorandum and different transactions 

forming part of the accounts is to be done by Principal Auditor adopting any 

appropriate statistical sampling methods. Similar activiti es are required to be 

done by Sub- Auditors in their respective audit jurisdictions. 

(Source: Paragraph 2.16 and Annexure D of FINAT Guidelines) 

Resident Audit Off ices receives vouchers relating to the contingent expenditure, 

Pay Bills, TA Bills, Medical Bills, Abstract Contingent Bills and Detailed 

Contingent Bills for audit. The sample size for selection of vouchers for detailed 

audit approved by the Principal Accountant General vide Note orders dated 15 

May 2015 is as under: 
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Sr. 

No. 

Particulars 

of Vouchers 

Voucher   having 
payment of  50 

lakh and above 

Voucher  having 

payment of  1 

lakh                to  

50 lakh 

Voucher 

having 

payment less 

than 
1 lakh 

1 Contingent 100% 50% 10% 

2 AD/DC bill  100% 50% 10% 

3 Medical 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 kinds of vouchers and monthly compiled accounts by the RAO are 

discussed below. A list of audit checks to be conducted is placed as annexure to 

the chapter. 

2.7.1 EXAMINATION OF  SANCTIONS  

RAO would carry out audit of sanctions received from respective department/ 

off ice with the objective of identifying deficiencies that may affect the accuracy 

and reliabili ty of Finance Accounts and Appropriation Accounts. The following 

points should specifically be looked into by the RAO while auditing sanctions 

and the results of such audit communicated to PAO: 

1. Whether the classification of heads of account indicated in the sanction 

is as provided in the Demands for Grants/ Supplementary Demands. 

2. Whether t h e sanction  issued  complies  with  the  provisions  of  

Government Accounting Rules with regard to classification 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 merely to avoid 

lapse of budget provision and if so, pursue the matter for appropriate 

comments. 

5. Whether the sanctions are issued by the competent authority and where 

required with the approval of Finance Department /Council of Ministers. 

6. Whether timelines are prescribed for submission of util ization certificates 

(e.g. in case of GIA sanction) or repayment schedules for loans and 

advances. 

7.  Whether write-off sanctions are issued after following prescribed 

procedures. 

2.7.2 AUDIT OF CONTIN GENT VOUCH ERS 

The RAO would select the sample transactions (as per sample size discussed 

above) to be checked in detail. The audit checks to be followed for audit of 

Contingent vouchers, Advance payments, AC & DC Bills and Medical / TA & 

Pay Bills are given in Annexure I 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 physical or 

electronic form, containing the records that describe the audit documentation 

for a specific engagement.  The audit file to be maintained by the Auditor 

should include the detailed audit plan, the sample selection, nature, extent of 

procedures performed, results of such procedures and the evidence obtained.  It 

should also mention significant matters arising during the audit, the conclusions 

reached thereon and significant professional judgments made in reaching those 

conclusions. 

Audit file should be properly indexed, referenced and supplemented by the set 

of working papers. In case of multiple audit files, a master index of the files 

may be maintained in addition to the index of each audit file. The auditor should 

complete the administrative process of finishing the audit file on a timely basis. 

(Source: refer paragraph 4.1 to 4.3 of FINAT G uidelines) 

2.7.4 AUDIT OF  COMPILED MONTHLY  ACCOUNTS 

The PAO submits Compiled Monthly Accounts supported by schedules/ 

vouchers of (i) Postal Life Insurance, (ii) State Insurance Fund, (iii) Provident 

Fund, (iv) Security Deposits of employees of the four groups of off ices and (v) 

Items adjustable by Accountant General, Gujarat or any Accounts Off icers for 

the countersignature of the RAO before submitting to the Accountant General 

(A&E). After submitting the monthly account, one copy is submitted to the 

RAO. The monthly accounts are to be checked with reference to the broad sheet 

and relevant schedules.  The related checklist for audit of monthly account 

is given in Annexure 4.5. The Important provisions, rules etc., which provide 

a reference point for Audit are given in Annexure 4.6. 

2.7.5 MONTHLY       RECONCILIATI ON       OF       ACCOUNTS       

BY DEPARTMENTAL OF FICER  

Reconcili ation of account figures with the departmental book will,  in first 

instance, be done by Departmental Officers with the PAO and then 

supplemented, where necessary for reconcil iation in the Accountant Generalôs 

office so far as the transactions of four groups are concerned. The RAO has to 

watch the progress of reconcili ation done by the PAO with Accountant 

Generalôs off ice and if  any arrears in reconcili ation, the same has to be 

communicated to the PAO for necessary action. 

2.8 RESULTS OF VOUCHER AUDIT  

Any audit findings noticed during detailed scrutiny of vouchers are to be 

communicated to the PAO for compliance and rectification of errors/ mistakes. 

The RAO has to document all checks by gathering/ collecting copies of 

vouchers, sanctions etc and maintain it in a separate file. The 

correspondence has to be watched at RAO level and observations have to be 

forwarded to the Audit parties of PAG (Audit-II ) and AG (Audit-I) off ices for 

detailed audit. 
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2.9 OBJECTION B OOK AND ADJUSTMENT REGISTER 

The RAO has to maintain Objection book and Adjustment book for objections 

relating to contingent vouchers and AC & DC Bills separately. The audit 

findings issued to the PAO are to be entered into the objection Books and based 

on compliance of the PAO, necessary entry has to be adjusted in the OB and 

adjustment register. Before 5th  of every month, the closing of the OBs has to 

be submitted to the Dy. Accountant General (AMG-III ) for perusal. 

2.10 OTHER FUNCTION OF THE RAO  

Apart from the above functions, the RAO has to submit the various returns by 

the due dates to the respective groups. 

Following returns are to be submitted before 5th of every month: 

1. Calendar of Returns to Quali ty Assurance Section through Group Off icer 

2. Arrear Report to Quali ty Assurance Section through Group Off icer 

3. Men in position to Administration Section 

4. Audit Certificate to AMG-III Section 

5. Closing of Attendance Register to Resident Audit Officer 

Following returns are to be submitted quarterly before 5th of Apr il,  July, 

October  and January: 

1. Quarterly Hindi report to Hindi Section 

2. Position of civil suits filed to the Administration Section. 

A half yearly return  of complaint register is to be submitted for review by the 

PAG (Audit-II) 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 State Finances, to the State Finance Report Section 

is to be submitted before 5th  of July every year. The closing of inward 

registers and outward register has to be submitted weekly to the Resident Audit 

Off icer. 

The submission of the above returns within due dates has to be observed by the 

RAO. 

2.11. ALLOCATION OF  DUTIES 

2.11.1 SR. AUDITOR S/AUDITORS  

The duties of Sr. Auditors/ Auditors defined are as under: 

¶ The Sr. Auditors and Auditors have to carry out works of post audit of 

vouchers as per sample decided with the respective checklist and document 

it properly. 

¶ Checking of schedules and vouchers with the monthly accounts submitted 

by the PAO with the prescribed checklist and document it properly. 

¶ The sanction orders required to be checked in detail  by applying detailed 

checks as prescribed in the checklist, MSO (Audit) and Financial Attest 

Audit Guidelines and required to be documented properly. Necessary 
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entries of sanctions checked are to be maintained Department wise 

separately. 

¶ Audit observations are to be prepared by each Sr. Auditors/ Auditors and 

submit it to the Sectional head for approval. 

¶ After issue of audit objection to PAO, necessary entry with money value 

has to be entered in the objection books (including AC/DC OB) and watch 

the clearance of the audit objection by applying adjustment by settlement 

or recovery as case may be. Compliance of the pending objection is to be 

watched by submitting reminders to the RAO on monthly basis. 

¶ Letters   received   from   the   off ice   of   the   State   Government   and   

Central Government/ Departments and from the Headquarter off ice require 

to be promptly attended for suitable disposal. 

¶ The senior most Sr. Auditor in the RAO has to prepare all  returns before 

due dates and submit it to the Supervisor / Asstt. Audit Off icer/ RAO for 

onward transmission to the respective Sections as mentioned in the Calendar 

of Return. The Monthly Arrear Report and Calendar of Returns has to be 

submitted before 5th of every month to the Quali ty Assurance Section 

through Dy. Accountant General (AMG-III).  

2.11.2 ASSTT. AUDIT OFFICER / SUPERVISOR 

Asstt. Audit Off icer / Supervisor is the sectional head of RAO and he has to 

review work done by the Sr. Auditors/ Auditors. The audit conducted by the 

Sr. Auditors / Auditors as per prescribed samples and checklist has to be 

reviewed and submitted to the RAO for approval. He should ensure that audit 

has been carried out in conformity with the prescribed parameters drawn in the 

Checklist, MSO (Audit) and FINAT guidelines. Before submission of monthly 

Account for countersignature of RAO, he should carry out necessary checks as 

enumerated in the Bombay Pay & A ccounts Manual 1965 and checklist 

prescribed by the off ice. He should review all  pending audit objections at 

regular interval (say fortnightly/ monthly) and necessary pursuance should be 

made with PAO by regular meetings and through issuing reminder letters. He 

should prepare a list of quarterly outstanding audit objection statement and issue 

to Director, Directorate of Accounts and Treasuries, Gandhinagar/ Ahmedabad 

for necessary action. He should ensure timely submission of all returns and 

provide guidance to all  Sr. Auditor/ Auditor where ever necessary. 

2.11.3 RESIDENT AUDIT OF FICER  

The RAO is the supervisory off icer who has to review all  the sectional works 

and provide necessary guidance to the off icial of the RAO section. He should 

also review audit work being submitted by the AAO and accord approval to the 

audit observation, if found fit. He should also conduct regular meetings and 

follow up of Audit observations and also ensure timely submission of the 

returns. 
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STATE FINANCE AUDIT RE PORT SECTION (SFAR)   

1     INTRODUCTION  

Prior to earlier restructuring of audit off ices in Gujarat w.e.f. 02.04.2012, the 

branch off ice of DAG (Works) at Ahmedabad under erstwhile off ice of AG 

(Civil  Audit), Rajkot was responsible for the preparation of CAGôs Report on 

State Finances, Government of Gujarat. 

After restructuring of audit off ices in Gujarat with effect from 02.04.2012, 

initially off ice of the  AG (G&SSA), Rajkot was designated to prepare the 

State Finance Report. However, Headquarters office, vide Letter No. 130- 

SMU/PP/Reorganisation/5-2011  dated  30.03.2012,  directed  that  Pr.  AG  or  

AG (Audit)-I should prepare the CAGôs annual report on State Finances (SFR) 

under the specific charge of a Senior Group Off icer. Accordingly, the said work 

was assigned to the off ice of Pr. AG (E&RSA), Ahmedabad. 

As per Pr. AGôs orders dated 02-05-2012, the Audit Report (AR) section of the 

erstwhile Works wing was re-designated as the State Finance Report section. 

Sr.DAG/DAG (Administration) was assigned the charge of preparation of SFR. 

As a part of restructuring done in 2020-21 of Indian Audit & Accounts 

Department on cluster based approach, the State Finance Audit Report (SFAR) 

Section has been placed under AMG-III group under the control of Principal 

Accountant General (Audit-II), Gujarat, Ahmedabad with effect from August 

2020. 

2       SANCTIONED STRENGTH  

At the time of creation of the section w.e.f. 02.05.2012, the sanctioned strength 

of 1 

SAO/AO, 1 AAO/Supervisor, 2 Sr. Ar/Ar was derived from the erstwhile AR 

section of the Works wing at Ahmedabad. Subsequently, in July 2015, the 

sanctioned strength of Sr. Ar/Ar cadre in SFR Section was revised to 3 while 

sanctioned strength of 1 

CT/DEO was allocated to the section. Thus, at present the sanctioned strength 

of section comprises 1 SAO/AO, 1 AAO/Supervisor, 3 Sr. Ar/Ar and 1 

CT/DEO. 

3       FUNCTIONS 

The main functions of the SFaR section are: 

¶    Preparation of CAGôs Report on State Finances, Government of Gujarat 

and obtaining its approval from Headquarters office. 

¶ Inclusion of new paragraphs as per new template prescribed by the 

Headquarters off ice from time to time. 

¶ Consolidation of data from the offices of AG (Audit-I) Gujarat, AG(A&E) 

Gujarat and audit groups of off ice of Pr. AG(Audit-II ) Gujarat for 

presentation before a new Finance Commission whenever constituted. 

PART-E 
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¶ Monitoring the task of translation of State Finance Report in Gujarati 

language and printing of reports in English and Gujarati versions in co-

ordination with Central Audit Report section. 

¶ 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 

Mandate 

The Report on the State Finances is prepared for submission to the 

Governor of Gujarat under Article 151 of the Constitution which stipulates 

that the Comptroller and  Auditor  General  of  India  is  required  to  prepare  

and  submit  Reports  on  the accounts of the Central/State Government to the 

President/Governor, who is required to cause them to be laid before the 

Parliament/Legislature. The Report is to be treated as a confidential document 

till it  is presented to the Legislature. 

4.1 CONTENTS OF THE REPORT:  

Earlier the Report on State Finances consists of the following three chapters: 

CHAPTER-I : Finances of the State   Government  

CHAPTER-II: Financial  Management  and  Budgetary Control 

CHAPTER- III:  Financial Reporting  

However, according to ñcompanion guide for issuing SFARò issued by the CAG 

office in 2020-21in the Report on State Finances a new chapter of the year-long 

activities has been added. Accordingly, the revamped SFAR will consist of 

following chapters: 

CHAPTER-I    :   Overview  

CHAPTER-II  :     Finances of the State  

CHAPTER- III:    Budgetary Management 

CHAPTER- IV :   Quality of Accounts and financial reporting practices 

CHAPTER- V   :   Through Year Activities 

The salient features of the revamped SFAR are: 

1. The revamped SFAR seeks to widen readership, and target a cross section 

of stakeholders. 

2. The objective of the SFAR should be to analyse and assess Stateôs (i) 
budgetary position, (ii) long-term fiscal sustainability, (iii) reliability of 

fiscal indicators, and (iv) quality of accounts and financial reporting.  

3. The SFAR is based on the annual accounts and the effort should be to 

include audit comments arising from an in-depth analysis of the Budget and 

Accounts. The Report, while being centred on State Finances, should focus 

primarily on financial audit with an emphasis on óaudit findingsô in addition 

to the analysis of budget and accounts. Further State Finance and budget 

manuals should be extensively used to derive and verify comments from 

accounts. 
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4. All issues included in the Emphasis of Matter to the Accounts, should be 

reflected in the SFAR with due analysis and comment.  

5. Content must be analytical, drilling down to as granular a level as possible, 

extensively utilizing VLC/ IFMS data.  

6. 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.  

7. Trend analysis must be causal rather than mere narration of facts; and 

impact/ implication highlighted. 

8. Presentation should extensively use infographics and charts, minimizing 

descriptive text. There should be no repetition of text narrating information 

available in the tables/ infographics/ charts. The text should be analytical 

and reflect greater details. 

9. 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 clear storyline. 

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 against which 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 2020-21) 

4.2 SOURCES FOR PREPARATION OF  THE REPORT: 

The main sources for preparation of the Report on State Finances include 

Finance and Appropriation Accounts of the State Government, subsidiary 

accounts, findings from inspection of treasuries by O/o AG (A&E), outcome of 

audit of selected grants, audit of Utilisation Certificates in selected 

departments,  result of audit of functioning of PD/ PLA accounts, data 

regarding irregularity in drawal and submission of AC and DC Bills and other 

data provided by the Finance department and other departments of the State 

Government. 

Further, the analysis of inputs received from desk audit and local audit of 

selected vouchers, treasury inspections reports and monthly accounts to 

ascertain their impact on the financial statements carried out by FINAT or the 

results of audit of accounting areas where major deficiencies, weaknesses or 

inaccuracies were noticed by FINAT, are also to be reported in the Report on 

State Finances, if considered significant. 

The unsettled cases of errors and omissions noticed during audit of Report on 

Monthly Expenditure (Monthly Appropriation Accounts)/ monthly civil  

accounts which may have impact on accuracy or completeness of Finance 

Accounts and Appropriation Accounts are also to be considered for inclusion as 

comments in the Report on State Finances. 

The results of FAA in form of audit comments are presented in the Report on 
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State Finances. Significant irregularities noticed during audit of Finance 

Accounts and Appropriation Accounts are presented as audit findings along 

with an analysis of underlying causes and their impact. The audit findings could 

relate to financial management weaknesses, internal control deficiencies or 

inappropriate accounting treatments etc. noticed during the audit checks 

performed. 

(Source: Para 3.17 of Financial Attest Audit Guidelines) 

4.3 MAJOR   ASPECTS   TO   BE   EXAMINED   WHILE   

FINALI ZING REPORT ON STATE FINANCES 

A.  The major areas of audit examination in respect of FA and AA which 

may be incorporated in the Report on State Finances are: 

FINANCE ACCOUNTS 

Opaqueness in Accounts ï 

¶ Public funds lying outside Government accounts, Operations of personal 

deposits accounts, moneys in commercial savings banks and cooperative 

schemes 

¶ Funds lying outside the Consolidated Fund- non transfer of unutilized 

funds from personal deposit /treasury savings bank accounts at the end of 

the financial year. 

¶    Continued adverse balance and static balances over a period of time 

¶ Non transfer of funds collected to appropriate Reserve Funds and its non- 

investments 

¶ Integrity and reconciliation issues, wrong classifications-pendency of 

detailed contingent bills and Utilization certificates 

¶ Conversion of State Government Loans into Equity and writing off of 

Loans made by the State Government 

APPROPRIATION A CCOUNTS 

 ¶    Expenditure incurred without budget provision 

¶    Failure to obtain legislative approval for augmenting provisions 

¶    Incorrect classification ï voted & charged, revenue & capital 

¶    Other misclassifications 

¶    Deficient sanction orders 

¶    Sanction of additional funds by executive orders 

¶    Inappropriate advances from contingency funds 

¶    Non furnishing or incorrect utilisation certificates 

(Source: Para 4.15 - 4.17 of Financial Attest Audit Guidelines) 
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B.  Other important aspects to be examined for their  possible inclusion in 

Report on State Finances as under:  

i.         Overall  assessment on the achievement of the state regarding optimizing 

of finance commission grants 

ii.        Test check to analyse the extent of projects under Public Private 

Partnership (PPP) to expand the resources availabili ty of the state 

iii.       Information and analysis of release and utilisation of grants released 

under the recommendations of subsequent finance commissions. 

iv.       Analysis of reasons for abnormal reduction in Revenue Deficit/Fiscal 

Deficit to see i f  any unacceptable account ing adjustments were 

carried out by the State Government for projecting better financial 

position. 

v. Comments on sectors as well  as Major Heads in which increase in 

revenue expenditure is perceptible. Reasons for low capital expenditure 

also need to be examined for comments. 

vi.       Analysis of reasons for low recovery of loans and advances given by 

the State Government. 

vii.     Examination of cases of realization of receipts from certain departmental 

undertakings resulting in reducing the revenue deficit of the state. 

viii.     Analysis of funds raised by State PSUs by way of loans/Bonds for their 

own activiti es which are utili zed by the State Government to meet their 

ways and means requirement. Such cases need to be seen thoroughly 

and suitably commented. 

ix.       Examination of cases where the State Government has resorted to the 

practice of withdrawing investments from the State PSUs and 

subsequently recycling     them to the same organization in the form of 

subsidies/fresh investment. 

x.        Examination of all  cases of ñNilò bill  drawls which camouflage the nature 

and extent of expenditure as per existing instructions. 

xi.    ñMinus balanceò under certain heads in  Finance Accounts  are 

perpetually shown to be under investigation etc. The matter should be 

vigorously pursued with the Accountant General (A & E). The result of 

such investigation carried out should be reflected in the Audit Report. 

(Source: Hqrs Letter No.1216/Rep(States)/Co-ord/SAR-State Finances/2009- 

329 dated 4.9.2009& Hqrs. Letter No.457-Rep(S)/110-99 dated May 14-2007) 

5 PRINT ING  AND SUBMISSION OF REPORT 

The following points are to be ensured before printing of the Report: 

¶ All  the facts and figures as well  as modifications/changes may be 

thoroughly rechecked.  It  may  also  be  ensured  that  there  is  no  

discrepancy of  any kind between the Executive Summary and the text and 

that the facts, statements and tables are mutually consistent. 

¶ The Report should be consistent with the style guide (Second Edition) 

prescribed by the Headquarters off ice. 
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¶ Any modifications made in the approved Bond Copy based on updation 

of facts and figures etc. may also be got approved from Headquarters. 

¶ Headquarters off ice is to be kept informed of the progress of the printing 

of the Report. A certificate to the effect that the printed Reports corresponds, 

in all respects, to the approved version of the Bond Copy may also be 

furnished while submitting the printed Report on State Finances for 

C&AGôs countersignature. Besides, a certificate to the effect that suff icient 

numbers of copies of the printed Audit Report are available with this office 

for presentation to the Legislature may also be furnished. 

¶ While sending the printed Audit Report on State Finances, three sets 

of CDs containing the exact version of the printed version in English as 

well as in Gujarati may also be sent for web-site use. 

¶ Translation work should be started immediately after the Bond copy is 

submitted to CAG or even earlier and should be completed in three weeks. 

Changes made while approving the Bond copy may also be carried out 

subsequently in the translated Report. 

¶ As per extant instructions of the Headquarters, field audit off ices are 

required to take     necessary     steps     for     printing     of     the     audit     

reports     within 30 days of the approval of Bond Copy by the C&AG. 

¶ At present 925 copies of English version and 750 copies of Gujarat 

version are printed every year. After printing, six printed copies each of 

English and Gujarati version are sent to Headquarters  off ice for counter 

signature of C&AG. 600 copies each  of English  and  Gujarat  are sent  

to  Governor for presentation  to Legislature with the instructions to keep 

it confidential till its placement. 

¶ All  efforts should be made to complete the printing of the Audit Reports 

and forward the signed Audit Reports to the State Government as early as 

possible. It should be impressed upon the State Government that the Audit 

Reports should be  

tabled in the Budget session. In case it is not possible to forward the 

Audit Reports to the Government during the Budget session, Government may 

be requested to arrange placement of the Reports  in the Legislature in the 

next session. 
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LEGISLATIVE BACKGROUND -STAMP DUTY 

Entry No.63 of List II-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 exclusion 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, letters 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 I Union List of the Seventh Schedule of the 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 III 

(concurrent list) also. By virtue of these constitutional provisions, 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 shape 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 duties 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 to be used 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, penalties are 

provided for non-payment 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 Courts 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. 

The basic 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 on the real nature 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 

CHAPTER 3: STAMP DUTY AND REGISTRATION  FEES 
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decisive in classifying 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 reference 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 the 

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 provisions in the Section, 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, 1958 is in force. Under the Act, Schedule-I is 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 described in the schedule 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), conveyance (Article 

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 attorney 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 addition to such duty, be chargeable with a 

duty at the rate of twenty five per cent of such duty with effect from 10-8-1988 

(Section 3A). Additional panchayat stamp duty was leviable under Sections 207 

and 209 of the Gujarat Panchayat Act, 1993 at different rates for different 

panchayat area which was maximum 35 per cent. 

By the amendment made by Gujarat Act No. 15 of 2003, the rate of additional 

stamp duty (w.e.f. 01-04-2003) of the instruments specified in Section 3A has 

been increased to forty per cent including the rate of stamp duty to be increased 

as provided for in Section 207 and 209 of the Gujarat Panchayats Acts, 1993. 
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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, 

lease of 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 mentioned in articlesô No.20, 26, 28, 30, clause (f) of article 45 and 

article 57 respectively in Schedule-I shall,  

(i) 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   

(ii)  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 twenty-five 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 2003). 

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 being left to the 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 (now increased to 100 with effect from 1.04. 2006) shall be 

chargeable. 

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 matter means 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 or relating to several 

distinct matters means transactions which are distinct in their nature so as to be 

capable of being carried out by two or more instruments instead of one. What 

has to be considered is not whether the instrument embodies distinct contracts 

but whether 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 to the 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 Schedule to 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 independent of it. 

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 I to the Stamp Act and where the duties chargeable 

there under are different, the instrument will be charged to the highest of such 

duties. 

In conclusion, it may be stated that Section 4 of the Stamp Act deals with 

multiple instruments, Section 5 with multifarious instrument and Section 6 with 

ambiguous instruments. The distinction between these three sections is to be 

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 the Act 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 not be treated 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 be at the rate in 

force on the date of the execution of the document. For this purpose, execution 

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 chargeable 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 or 18E of Schedule I 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 OUTSI DE 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 brought into the 

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 

case, the 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 which 

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 duty 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, he shall 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 annuity or other 

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 for a definite 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 indefinite time terminable 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. 

3.13 STAMP WHE RE 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 share for the 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 royalty or share to the 

Government under the lease; or 

(ii) 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 Authority (CCRA) all questions 

relating to the proper stamp duty on an instrument referred to him by a 

registering officer or any public officer. 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 document under Section 33 of the 

Act and send it to the Collector for his adjudication (Section 31(3) and 32A). 

This instrument presented to the Collector is adjudicated under section 32 of 

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, exchange, 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 instrument 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 be the market 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 giving the parties 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 already 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 ten per cent of the market value determined by the Collector of 

the district. (This proviso had been deleted with effect from 1.04.2004) 

(4) The Collector of the district may suo moto or on receipt of information from 

any source within1 six years from the date of registration of any instrument 

referred to in sub-para (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 such instrument 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 provided in sub-paras (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 Collector2 25 per cent of 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 consider 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 calculated on the amount 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 way (Section 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 four per cent per annum (fifteen 

per cent with effect from 1.04.2002) on such amount or on any less amount 

thereof for the period for which such amount remains unpaid. 

                                                           
1 Substitued by ñSixò in place of ñtwoò by Gujarat Act 13 of 1994 
2 Substitued by ñ25ò in place of ñ75ò by Gujarat Act 13 of 1994 
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(2) All duties, penalties and other sums required to be paid under this Act may 

be recovered by the Collector by distress and sale of the movable or immovable 

property of the person from whom the same are due, or as an arrears of land 

revenue (Section 46 substituted by Gujarat 13 of 1994). 

3.19 FURNISHING OF STATEMENT, RETURN AND 

INFORMATION (SECTION 46A)  

(1)  The Collector 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 duty under any Article of Schedule I, to 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 if any 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 other provisions 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. 

3.21 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 the Indian Stamp 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 with which 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 chargeable and 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 General 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 work of registration is under the 

supervision of a Head Quarter Sub-Registrar and in places like Ahmedabad an 

area wise Sub-Registrars assist him in his duties. In the Taluka places, a Sub-

Registrar is in charge of this work. The district and taluka 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 Sub-Registrars under him in taluka places. The inspection also 

includes the check 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 Stamps acts as 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 capacity. The proceedings 

of the Collector are also subject to the control of CCRA. The instruments so 

executed can be registered in any office of Sub-Registrar in the State. 

In Gujarat, the powers of Inspector General of Registration, Superintendent of 

Stamps and 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 Schedule to the 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 generally self-explaining. However many 

of the Articles depend on other related Acts, like Transfer of Property Act, 

Contract Act and knowledge of such related laws is a sine-que-non 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 whether a document 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 co-owners 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 while a partition is an 

agreement between two or more persons who are all bound by it. The 

essence of a partition is that assets in co-ownership 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 co-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 anything as and by way 

of share. That will be partition and not a release. Release is not necessarily 

destruction of co-ownership. 

(2) Under Section 2(15) it is enough if the parties purport to deal with the 

properties as co-owners, though they may not be co-owners in the eye of 

law. For this purpose, even if the description as co-owners 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 or not. 

(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 co-owner divided the property among themselves, and executed two 

documents styled as release, it was held that they were really instruments 

of partition, though styled as release. Following this decision, the Board of 

Revenue, Madras ruled that a document styled a release, executed by five 

persons in favour of one M.S. reciting that there were no ancestral property 

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 co-owners of the document. 

(4) One of the undivided brothers agreed to take from the eldest brother as his 

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 a document 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 of co-owning brothers in 

severality, and hence they were instruments of partition within the meaning 

of the section 2(15). 

(5) Where each of the two personôs claims, as full and exclusive ownership of 
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 the co-owners agreeing to divide the 

property. 

(6) A Hindu executed in favour of his father, as representing the interests of 

the other members of the family, 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 deed of partition 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 between co-owners. 
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(8) Where three out of seven brothers constituting an undivided Hindu family 

executed documents whereby each acknowledged the receipt of certain 

property, made over to him, ña division of family property having being 

effectedò, and acknowledged himself liable for one seventh of the debts of 

the family, the documents were held to be instruments of partition. 

(9) In Superintendent of Stamps V/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 taxes the instruments 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 joint regarding the other items of business, the deed must be 

constructed 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 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 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 original co-owners 

but to groups does not make any difference because the true antithesis in 

section 2(15) is between the original common ownership and the 

subsequent cessation of the common ownership. From the difficulty in 

applying the conception of co-ownership to individual items of partnership 

assets it is not correct to say that partners are not co-owners with regard to 

the net asset of the partnership on the dissolution and a document 

embodying an arrangement dividing the assets between themselves, though 

it may takes place as part of scheme of dissolution as well, is ñan instrument 

of partitionò. In such a case the documents may be both an instrument of 

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 only with 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 the property 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 of section 2(15). The 

document could be ósettlementô within the meaning of section 2(24)(b) if 
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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 Explanation-I below clause (iv) Section 2(g) inserted with effect 

from 4-4-1994 (by Gujarat13 of 1994) for the purpose of this clause, an 

instrument where by a co-owner of any property transfers his interest to another 

co-owner of the property and which is not an instrument of partition shall be 

deemed to be an instrument by which property is transferred inter-vivos. 

Thus instead of making physical division of such property if one co-owner 

purports to abandon or relinquish his claim to the share in the family property 

in favour of remaining co-owner or co-owners of the property such instrument 

termed as release will be covered within the scope of Explanation-I as above for 

the purpose of chargeability of stamps duty as "conveyance". 

In the case of Kuppuswami V/s Arumugam AIR 1967 para-6 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. by a remainder 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 interest which is capable of being transferred in law by a 

one co-owner as releaser to another co-owner or co-owners 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 being transferred in law, like the right 

to future maintenance, or a mere right to sue can not be covered with the scope 

of Explanation-I. 

In accordance with Gujarat Government Gazette bearing No. 

RP/1/89/45/88/1483-Research dated 20-1-1989, the benami transactions were 

prohibited to be dealt with as per Section 3(b) by way person other than person 

stated in sub-section (2) ibid. Further whoever entered in any benami transaction 

under Section 3 ibid was punishable. Further under Section 4(i), no suit, claim 

or action to enforce any right in respect of any property held benami 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 held benami shall be subject to 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 whether voluntary 

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 
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subject or not or to be laid out in the purchase of lands or other hereditaments 

or heritable subjects or not) or 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 provision in the English 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 defined as 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 defined 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 introduced 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 interest in 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 held liable to stamp duty 

as a gift and not as a settlement. In view of the decision referred to above the 

definition has been amended in the present Act, by the addition of the works ñor 

for the purpose of providing for some person dependent on himò, so as to 

prevent 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 distribution 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 to be a settlement, as being a non-

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 single person it 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 land was created in favour of the settlerôs sister with reversion to the 

settler and his heirs after 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 merely for the 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 be a settlement 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 of the owner. 

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 in the following terms: ñAs I have become old, it is necessary 

that I should make in a document the disposal of my property with the object of 

preventing disputes here after about it. I 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 village, and the 

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, I put him in 

possession of the same from this day. He is therefore the owner of my own and 

my ancestral property of every description ñwas held to be a settlement. 

3.24.6 SETTLEMENT OR GIFT  

For the application of the clause, it would appear that the object of the 

instrument must be to make provision for the grantee. A ñgiftò is the transfer or 

certain existing movable or immovable 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 trust for a 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 voluntarily and 

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 was a settlement. 

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 

executant 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 taken 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 of a compromise of a widowôs suit 

for maintenance, is neither a gift nor a settlement but must be stamped as a 

conveyance. 

However, if a son transfers any property in settlement of widowôs claim to 

maintenance, it should be treated as a settlement as the son is under legal 

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 payment of a 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 be difficult to 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 in respect of lands, styled ódakhalô has been executed, partly 

due to love and affection towards the vendees and partly for expenses incurred 

by the vendees in respect of their archakatwam service and for ópaditharamuluô 

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 administer if for 

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 a trust may be made only for purpose of equitable administration of the same 

so 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 of imposition of stamp duty while interpreting the word 

ñsettlementò. The emphasis should be on the intention of the author of the trust 

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:  

ñWakfò created by Mussalmans, should be treated as a settlement. A document 

which purported to be wakf alalwladwal Khandan is a deed of settlement within 

Section 2(24). 

óRô constructed a Dharamshala for pilgrims and made certain restrictions as to 

its use and also made provision for the maintenance of the building. The 

Uttarpradesh Revenue Board held that as the document was a non-testamentary 
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disposition of property made for a charitable purpose and such disposition had 

not been made before 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 it to 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 funds. 

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 as follows: ñThe wordò ósettlementô as it is generally understood 

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 movable and 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 settlement, 

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 a trusteeô. This is also the view taken 

by a Full Bench of the Nagpur High Court. 

But this view is dissented from in a latter Calcutta case where it is held that a 

similar document by which the executantsô property was given to certain deities 

is a settlement deed for the purpose of the Stamp Act notwithstanding that there 

is no trust and no disposition of successive interest in the property. It is therefore 

remarked that the express meaning given to the word ñSettlementò in the Act 

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 of the 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 among the 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 Article 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 ñDeclaration of a Trustò and it was executed by the four 

settlers. The trustees were authorised 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 proceeds among 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 property and 

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 ódispositionô of property and not ótransferô. A transaction may 

amount to a 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 is not 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. The Uttar 

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 certain country 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 evasion 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 disposition was 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 brothers, their father 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 disposition. The 

expression recording óhas a more far-reaching significance than that of a mere 

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 under 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 it is a record of an earlier oral settlement. If the person settling the interest 

does not join the instrument 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 having been made in favour of the settlorôs wife and daughters who were not 

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 certain items 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 recital in so far 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 possession 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 actual or constructive, 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, the agreement 

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 equitable 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 under Article 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 on 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 within the 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 deposit of title 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 regard 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 acceleration of 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 obligation which was 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 document contains such 

terms as the properly shall remain as continuing security for the amount due to 

the mortgageeò the expenses incurred by the mortgagee to keep the mortgaged 

properties insured shall be secured upon the mortgaged propertiesô. óthe 

mortgagors 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 a mortgage 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 deposit of deeds, 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:  

ñPartnershipò is the relation which outsists between persons who have agreed 

to combine their 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 appropriated but remain 

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 a family, 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 document has 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 co-owners but to groups does not make any difference 

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 co-ownership to individual item of partnership 

assets, it is not correct to say that partners are not co-owners 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 dissolution as well, is óan instrument of partitionô. 

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 I and the duties chargeable 

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 the division 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 make 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 

question whether there was a sale would depend upon his intentions and on the 

language of the document. Where an instrument 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 only be taken as 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 executed 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 instrument 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 appropriated out of 

the assets of the partnershipò. An instrument by which an outgoing partner 

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 his share 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 then the 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 and acknowledges that he has no 

more claims on his co-partners 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 Court has, relying on the Supreme Court decision in 

Commissioner of Income tax V/s Dewas Cine Corporations and dissenting from 

the decision of the Mysore High Court in Venkatachalapati V/s State, extended 

the view even to a case where the retiring partner takes the amount 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 during the 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 given 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 and it is this 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 contrary, carves 

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 partnership which recites that the outgoing 

partner shall have no interest what-so-ever 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 dissolution as the 

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, the Gujarat High Court said: 

ñIn our opinion, what the legal position which ultimately emerges from 

Narayanappa Vs. Bhaskara Krishnappa; Commissioner of Income Tax Vs. 

Dewas Cine Corporation; Commissioner of Income Tax Vs. Bankey Lal 

Vaidya; and Velo Industries Vs. 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 remained after the liabilities and other outgoing 

of the firm are provided for. There is no concept of co-ownership amongst 

partner during the subsistence of the partnership. The partnership properties are 

not held by the partners as co-owners. The property belongs 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 are co-owners of the property. The 

distinction between co-ownership and partnership pointed out by the Supreme 

Court in Champaram Cane Concern Vs. 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 liabilities 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 Supreme 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 may be immovable-comes 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 one property or 

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, fatherôs father, or fatherôs fatherôs 

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 great-grandsons, they become joint 

owners with him. They 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 entitled 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 partition of it against his father. On his fatherôs death, 

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 son does not 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 self-acquired property of a 

Hindu. But it is of the utmost importance to remember that separate of self-

acquired property, once 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. The result 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 coparcenary can consist only of a father and his 

sons. It is not only the sons but also the grand-sons and great-grandsons, 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 both become 

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 of the 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 his sons, grandsons and great-grandsons. X being 

the great great-grandson, 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 fatherôs family on marriage and becomes a member of 

her husbandôs family. A joint or undivided Hindu family may consist of a single 

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 the family 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 consist 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. These are the sons, grandsons, and great gransons of the holders of the 

joint property, for the time-being 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 family constituting 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 death, it may 

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 inherited no property at all from his father, 

grandfather or great-grand father, acquires property by his own exertions. A has 

a son B, B does not take any vested interest in the self-acquired property of A 

during Aôs life time, but on Aôs death he inherits the self acquired property of 

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 B from his father A becomes ancestral in Bôs 

hands and B and C are coparceners as regards the property. If B and C continue 

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 collective ownership 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, secondly that such 

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 such co-ownership, 

the possession 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 the surviving 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 his 

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. 

(1) Property inherited by a Hindu from a person other than his father, fatherôs 
father or fatherôs fatherôs father. 

(2) Property obtained as a share on partition by a coparcener who has no male 

issue. 

(3) Property held by a sole surviving coparcener, when there is no widow in 

existence who has power to adopt. 

(4) PERSONS ENTITLED TO SHARE IN COPARCENAR Y 

PROPERTY UNDER MITAKSHARA LAW :  

The only property that 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 property at a time. A son who was in his motherôs 

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 have the 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 not reserved 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 after the fatherôs death to inherit not only the share allotted to the 

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 who is born 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 coparcenary from the moment 

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 

coparcener, 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 herself 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 has STRIDHANA given to her by her husband or father-in law, its value 

should be deducted from her share by her husband. Wife in relation to sons 

includes the step-mother. Likewise a widow mother cannot compel a partition 

so long as the sons remain untied. But if a partition takes place between 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 also STRIDHANA from her 

husband or father-in-law should be deducted from her share. The term ómotherô 

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 equal to 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 condition of 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 retransfer 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 rebate on stamp 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 which the transfer 

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 or pre-emption 

which is lost if not exercised within the stipulated time. ñThe rule of law on this 

subject is one dictated by common sense that prima 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 merely because 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 decide 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 the purpose 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 the payment 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 conditional sale 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 debt subsists 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 reserved by the debtor 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 standing that the 

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 separate 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 referred to in section is embodied in the 

document which effects or purports to effect the same. The effect of the proviso 

to clause ócô is that if the condition for retransfer is not embodied in the 

document which affects or purports to affect the same, the transaction 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 transactions embodied 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 reference is 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.No.678/24 dated 30th January 1935 Code Order 

No.262). 

3.24.25 GIFT -WHAT IS  

Under section 122 of the Transfer 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 acceptance can be made 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 Transfer 

6. The Acceptance 

The essence of gift is that it is a gratuitous transfer. The word ñvoluntarilyò is 

used in its popular sense denoting the exercise of unfettered will and in its 

technical sense of ñwithout considerationò. On behalf of the donor, the essential 

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 word óconsideration is used in the 

same sense as in the Indian Contract Act and excludes natural love and affection. 

A transfer in consideration of an expectation of spiritual and moral benefits or 

in consideration of natural love and affection is a ógiftô for such consideration 

is not that contemplated by the section. 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 cannot make 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 gift and 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 matter of the 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 even for a 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 is put in possession 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 óregisteredô in the section 123 does not mean registered in lifetime of 

the donor. If the other conditions to the validity of 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 necessary solemnity 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 in his power to 

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 Registrar, it 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 property 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 minor's 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 accepted but the donor dies before the deed is 

registered the transfer can be completed by registration after the donor's death 

3.24.26 BENAMI SALES  

Benami sales are fairly common in our country. The sale is in favour of the 

nominee of the real purchaser and he holds it on 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 was 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 sale is benami and that the apparent 

purchaser is not the real owner rests on the person asserting it to be so. He may 



278 

 

be the real owner claming against the nominee with whom he has fallen out or 

it may be the State charging that the benami sale is a breach of some law. 

By itself, there is nothing illegal about a benami sale. 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 owner to acquire title and possession from his benamidar because 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, the Supreme 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 colour (4) 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 above 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 name of one person, is in reality for the benefits of 

another, the Supreme Court has ruled. 

In accordance with Gujarat Government Gazette bearing 

No.RP/1/89/45/88/1483-Research dtd.20/1/1989, the benami transations were 

prohibited to be dealt with as per Section 3(b) by way person other than person 

stated in sub-section (2) ibid. Further whoever entered in any benami transaction 

under Section 3 ibid was punishable. Further under Section 4(i), there of no suit, 

claim or action to enfore any right in respect of any property held benami. 

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 held benami shall be subject to acquisition 

by such authority as may be 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 I 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 the instrument 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 not one of declaration of trust. 

However, where from the recital in the documents, it is clear that executors were 
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only making a declaration of a preexisting trust coupled with transfer of its 

management and were not transferring their ownership in any specific trust 

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 Registration Act, 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 compulsorily, namely the following: 

(a) Instruments of gift of immovable property; 

(b) Other non-testamentary instruments which purport or operate 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 or in immovable property; 

(c) non-testamentary instruments, which acknowledge the receipt or payment 

of any consideration on account of the creation, declaration, assignment, 

limitation or extinction 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) non-testamentary instruments transferring or assigning any decree or order 

of a Court or any award 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 or in immovable property. 

Provided that the State Government may, by order published in the Official 

Gazette, exempt from the operation of this sub-section any leases executed in 

any district, or part of a district, the terms granted by which do not exceed five 

years and the annual rents reserved by which do not exceed fifty rupees.  

The registration of any other document is optional. 

3.25.1 OBJECTIVE  OF REGISTRATION:  

The real purpose of registration is to secure that every person dealing with 

property, where such 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 be of legal 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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3.25.2 TIME OF PRESENTATION:  

Under section 23 of the Indian Registration Act, 1908 every document other 

than a will should 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 accept the 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 registering officer within 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 25. The 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 down as follows: 

3.25.3 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 ½ times the proper 

registration fee; 

(2) if the delay exceeds one 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 ½ times the proper registration fee; 

(4) if the delay exceeds three months but does not exceed four months not 

exceeding 10 times the proper registration fee; 

NOTE: This rule does not affect the Registrarôs discretion to impose a smaller 

fine that the above maximum under Section 25 or 34 in suitable cases. 

3.25.4 PLACE OF REGISTRATION  

Every document which is compulsorily registerable in so far as such document 

affect immovable property shall be presented for registration in the office of the 

Sub-Registrar within whose Sub-District the whole or some portion of the 

property to which such documents relates is situated (Section 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 the registering 

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, granting copies of reasons, entries or documents, etc. In Resolution 

No.GM-87/134/M-RGN/1086-381/HI dtd.3.8.1987, the State Government have 

modified the fees chargeable for the purpose in the State effective from 10-8-

1987. 

Fees that are leviable are classified into the following four Articles. 

(I)  This article shall apply to those documents on which registration fee is 

leviable on an ad valorem scale on the amount of value of the 

consideration or of the property to which the documents relates. 

The registration fee on the following document shall be levied on an ad valorem 

scale on the amount or value of the consideration. 

Acknowledgement (not being of the nature described in Article III), Agreement 

for consideration, Annuity Bonds, Award, Bond, Bill of Exchange, Bill of Sale, 

Lease, Instrument of Assignment, Conveyance, Mortgage, Release for 

consideration (not being of the nature described in Article III) Sale, Transfer, 

any certified copy of a decree or order of Court. 

The registration fee on the following documents shall be levied on an ad 

valorem scale 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 III. 

The ad valorem scale 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 exceed  200 10 

When the amount or value exceeds  200 but does not exceed  400 15 

 -do- -do- 400 -do- 600 20 

 -do- -do- 600 -do- 800 25 

 -do- -do- 800 -do- 1000 30 

 -do- -do- 1000 -do- 1500 45 

 -do- -do- 1500 -do- 2000 60 

 -do- -do- 2000 -do- 2500 75 

 -do- -do- 2500 -do- 3000 90 

 -do- -do- 3000 -do- 3500 105 

 -do- -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 of  5000 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 be one rupee for every rupees one hundred or part thereof on the 

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 only partly 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: - 

(i) In respect of immovable properties situated in the City of Ahmedabad, 

the City of Baroda, and the City of Surat as constituted under the 

Bombay Provincial Municipal Corporation Act, 1949, and the 

Cantonment of Ahmedabad  450 

(ii)  In respect of immovable properties situated within the limits of Borough 

Municipalities  300 

(iii)  In respect of all other properties 150 

II.   For the registration of surrender of a lease the same fee as for the lease-

surrendered if the same does not exceed  30 otherwise  30. 

This article shall apply to documents on which fee shall be calculated 

according to the ad valorem scale in Article I 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 acknowledges 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, where full 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. Documents 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 document or 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 pursuance of 

some other document on which full advalorem fee in Article I has been paid. 

III . 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 or settlement 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 not fall within any 

other article of the Fee Table. 

IV. 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 shown in the 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 :  

Documents received 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 the document 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. The Act prescribes 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 documented in Annexure-3(A) of this 

Chapter. 

The audit party 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 the Annexure-3(B) of this chapter should 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 under one or other of the Articles referred 

to in Chapterï I. 

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 has been affixed 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 

assessed to stamp duty that would call for skillful audit examination.  

It would be seen from the Articles in the Schedule to the Stamp Act that 

documents are subject to stamp duty in one or other of the following 

alternatives. 

1. Chargeable to fixed sum as duty; 

2. Chargeable ad valoarem; 

3. Chargeable ad valorem subject to a limit. 

For example, acknowledgements, affidavits etc, are chargeable to fixed stamp 

duty. A declaration of trust is liable to ad valorem stamp duty subject to a limit 

of  50. Deeds as settlement, conveyance gift are chargeable to ad valorem duty 

without specification of any limitation on the amount of stamp duty.  

3.26.3 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 of the 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 maintained by the 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 upon which action will be taken 

by the Collector under the provisions of the Gujarat Stamp Act and Rules. 

3.26.4 MISCELLANEOUS AUDIT INSTRUCTIONS:  

(a) Whenever in a document of conveyance, if rebate of stamp duty is allowed 

on the basis that stamp duty was paid on the earlier 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) In deeds of partition, it should be verified whether the value of the largest 

share on which remission is given is worked out correctly. 

(c) 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 should be studied and applied in audit.  

(d) The distinction between a mortgage and a mortgage by deposit of title 

deed should be clearly understood. 

(e) Documents presented to the Assistant Superintendent of Stamps, 

Gandhinagar or to the Collectors of the Districts for adjudication 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 communication the observations audit should 

excercise restraint as to comments and conclusions thereon. 

(f) Whether the fees realisable for the various services rendered by the 

Registration Department have been correctly determined and collected 

and whether a proper receipt granted for the fees realised. 

(g) Whether fines and penalties leviable under the Act and the Rules have 

been levied and collected wherever necessary. 

(h) Whether proper account of receipt books has been kept. 

(i) The reports of the Internal Audit, if any, and the Inspectors of Stamps and 

Registration should also be seen in audit. 

(j) While checking the correctness of the stamp duty on a document, it should 

be seen side-by side whether the registration fees, copying fees etc, have 

been correctly recovered. 

(k) The receipts realised 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 counter-foils of receipts and the entry of 

the amount remitted with treasury cross checked with the treasury records 

for a few months.  

(l) Cases of exemption/ remission of duty should be scrutinised in order to 

see whether the exemption/ remission granted is in accordance with the 

orders of the Government on the subject and there is no attempt to abuse 

the exemption provisions. 

(m) 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 recorded. 

(n) 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 registered document 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 Stamp 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 Stamp 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 repaying of an advance received by him from 

panchyats for the purpose of constructing, purchasing or repairing a dwelling 

house for his own use. 

(G.O.G R.D.No.GHM 75/123/M-STP-1474-9261-H dt.12/6/1975). 

2. 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 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 under the 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.O.G.R.D.No.GHM 76/32/M-STP-1475-136302-H dt.17/1/1977). 

3. 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 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 of transactions 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 allied activities in favour of all commercial banks including the 

State Bank of India and its subsidiaries and Co-operative Banks Co-operative 

Societies Act,1961 (Guj.X of 1962). 

Explanation: for the purpose of this order:- (a) the expression "Agricultural 

All ied 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 artisan" 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) 
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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. GHM-75/212/M-STP/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 column-1 of 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 behalf 

of, or in favour of the Gujarat Housing 

Board established under the Gujarat 

Housing Board Act,1961 

(Guj.XXVIII of 1961)* in respect of 

which the said Board would be liable 

to pay the duty but for the reduction 

granted hereunder. 

Two rupees for every sum of  100 

secured or part thereof. 

(G.O.R.D.No.GHM/-87/53/M-STP-1486/265-H-1; dt.28/3/1987) 

*  These words were appended vide G.O.R.D. No.GHM-87/94/M/-

STP/1486/265 H, dated 1st June 1987. 

5. In exercise of the powers conferred by clause (a) of section 9 of the 

Bombay Stamp Act.1958 (Bom.LX of 1958) (hereinafter referred to as ñthe said 

Actò) and in supersession of Government orders, Revenue Department 

No.GHM-83-2 STP-1482-TEC-7 (30)-3517-H.1, DATED THE 3rd January, 

1983; No. GHM-86-10/M-STP-1482-TEC-7(30)-3517-H. dated the 30th 

January, 1986; No. GHM-86-81-M-STP-1482-TEC-7-(30)-3517-H.1 dated the 

13th June, 1986; No.GHM-87/43/M/ STP/1482/TEC/7(30)/3517/H.1 dated the 

27 February, 1987 and No.GHM-97-43-M-STP-1486-265-H.1 dated the 28the 

March, 1987, the Government of Gujarat hereby reduced with effect on and 

from the 1st 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 any industrial undertaking in favour 

of any of the financial institution specified in Annexure-I, 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 industrial 

undertaking, is chargeable under articles 36 of Schedule-I of the said Act, when 

the possession of the property or any part thereof  comprised in such deed is not 

given, at the rate specified in Annexure-II annexed hereto. 
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ANNEXURE-I  

1. The Industrial Development Bank of India. 

2. The Industrial Credit and Investment Corporation of India. 

3. The Industrial Finance Corporation of India. 

4. The Life Insurance Corporation of India. 

5. The General Insurance Corporation of India and its subsidiaries. 

6. The Unit Trust of India. 

7. The Industrial Reconstruction Bank of India. 

8. The National Small Industries Corporation. 

9. The GujaratState Financial Corporation. 

10. The Gujarat Industrial Development Corporation. 

11. The Gujarat Small Industries Corporation. 

12. The Gujarat State Textile Corporation. 

13. The Gujarat Industrial Investment Corporation. 

14. The State Bank of India and its subsidiaries. 

15. The Nationalised Banks. 

16. Any other Financial Institution in public sector. 

17. International Financial Corporation, Washington. 

18. Sugar Development Fund ï Ministry of Food and Supply. 

19. Small Industries Development Bank of India, Ahmedabad 

20. Export Import Bank of India 

21. Tourism Finance Corporation of India Ltd., New Delhi 

22. Industrial Credit and Investment Corporation of India 

Banking Corporation Ltd. 

23. UTI Bank Limited 

 

EXPLAN ATION -I  

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 -II  

ñNationalised Bankò means the Bank specified in column 2 of the First schedule 

to the Banking companies (Acquisition and Transfer of Undertaking) Act, 1970. 
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EXPLANATION -III  

ñIndustrial Undertakingò means and includes any undertaking by a person or 

group of persons engaged in, 

i. The manufacture, preservation or processing of goods. 

ii.  Mining or development of mines; 

iii.  The hotel industry; 

iv. The transport of passengers or goods by road or by water or by air or by 

rope way or by lift; 

v. The generation or distribution of electricity or any other form of power; 

vi. The maintenance, repair, testing or servicing of machinery or any 

description or vehicles or vessels or motor boats or trailers or tractors; 

vii.  Assembling repairing or packing any article with the aid of machinery 

or power; 

viii.  The setting up or development of an industrial area or Industrial estate; 

ix. fishing or providing shore facilities for fishing or maintenance thereof; 

x. Providing special or technical knowledge or other services for the 

promotion of industrial growth; 

xi. Providing weigh bridge facilities; 

xii. The research and development of any process or product in relation to 

any of the matters aforesaid. 

 

EXPLANATION -IV  

The expression ñprocessing of goodsò includes any art or process for producing 

preparing or making any article 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 does 

not exceeds .1500000/- 

1 per cent 

2 (ii) If it exceeds .15,00,000/- 2 per cent subject to a 

maximum of .2/- lakh. 

3 If such loan or debt is to be repaid 

within or up to the period of three 

months. 

Half of the amount of duty 

payable under column (2) of 

item No.1. 
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GOG RD NO.GHM-92-37-M-STP-1491-3226-H-1 dt. 6-4-1992 superseded by 

GOR 

GOG RD. NO.GHM/2000/63/M/STP/1099/637/H-1 dated 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) (hereinafter referred 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 I below; and (ii) reduces the duty with which the instruments 

described in column 1 of the Appendix II below are chargeable under the said 

Act, to the duty at the rate specified in column 2 of the said Appendix. 

 

APPENDIX - I  

(1) That the immovable properties 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 exchange of 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 agriculture 

land 

(a) Where the amount of the value of the 

separated share or shares of the property does 

not exceed  10,000 

 

 

 

(b)  and every  10,000 and part thereof in 

excess of 10,000  

 

Subject to maximum of hundred 

rupees, two rupees for every  100 

or part thereof, of the amount of 

the value of the separated share or 

shares of the property. 

 

Subject to maximum of five 

hundred rupees, hundred rupees 

for every  10,000 or part thereof, 

of the amount of the value of the 

separated shares or shares of the 

property. 
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(2) Instrument of partition executed by 

agriculturists in case of their dwelling 

houses. 

Subject to maximum of five 

hundred rupees, hundred rupees 

for every  10,000 or part thereof, 

of the amount of the value of the 

separated shares or shares of the 

property. 

G.O.R.D. NO.GHM-89/46/M-STP-1086-2322-H-1 dated 27-4-1989 (Art. 26 & 43) 

7. In exercise of the powers conferred by clause (a) of section 9 of the 

Bombay Stamp Act, 1958 (Bom.LX of 1958) the Government of Gujarat hereby 

remits, with effect on and from the 1st April 1997 the duty on the instrument 

relating to security for repayment of loan chargeable under Article 6(2) of 

Schedule-I to the said Act executed by farmer, unemployed person and 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 31.3.97 - Govt. of Guj 

Gazette Exty.Pt.IV-B No.67 dtd.31.3.97 P.67-1) 

8. 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 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 

said Act to the duty at the rate specified in column 2 of the said Table. 

     Table 

Description of Instruments Reduced rate of Stamp 

duty 

Investment of Conveyance executed by the 

Gujarat Housing Board or Corporation owned 

or controlled by the Government or the Local 

Authority relating to the residential houses 

constructed by them where the price of such 

house does not exceed  75,000. 

One rupee for every 

hundred rupees or part 

thereof. 

 

(Order No. GHM-97/15/M/STP/1097/365/H.1 dt.31.3.97 - Guj. Govt. Gaz. 

Exty.Pt.IV-B No.67 dt.31.3.97,P.67-2.) 

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 subject to the 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 executed within 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 - 

(i) a certificate to the effect that the land has been acquired for the 

irrigation project 

 (ii)  a copy of the award of compensation received by him. 

(Order No. GHM/97/129/M/STP/1097/198/H-1 dtd.28-10-97 - Guj.Govt.Exty. 

Pt.IV-B No.260 dtd.4.11.97 P.260-1). 

10. In exercise of the powers conferred by clause (a) of section 9 of the 

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 with which 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 debt assigned with underlying 

securities. 

(Order No. GHM/2002/M/STP/102000/2749/H.1 dated 25.01.2002 ï Guj. 

Govt. Exty. Pt.IV-B, No.30 dt. 31.01.2002 p.30-1). 

11. 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 Gujarat hereby 

reduces in the whole of the State of Gujarat, the duty with instruments described 

in column-1 of the Table below is chargeable under Article 34 of the Schedule-

I of the said Act, to the duty specified in Column-2 of the said Table. 

Description of Instruments Reduced rate of Stamp 

duty 

Instrument of Marriage Registration executed 

under the scheme "Sat Fera Samuh Lagna" 

formulated by the Department vide their 

Resolution No.PARACH1098/674/G dtd.29th 

April 1998. 

Twenty rupees. 

(Order No. GHM/98/58/M/STP/1098/1006/H.1 dtd. 15.9.98 - 

Guj.Govt.Gaz.Exty.Pt.IV-B No.240 dtd.17.9.98 p.240-1) 

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 Gujarat hereby 

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/1099/uo/5/h.1 dtd. 10.6.99 - Guj.Govt.Gaz. 

Exty.Pt.IV-B, No.113 dt.10.6.99 p.113-1). 
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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 10.02.2004, the duty of the instruments chargeable under 

Articles 6, 20, 27, 30, 36 & 51 of the Schedule I 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 as such by the 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.IV-B, No.277 dt.18.12.2004 p.277-1) = 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 the Industrial 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 lease executed 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.IV-B, No.301 dated 06.09.2010 p.301-1) 

15. 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 one rupee for every one lakh or part thereof with which 

an instrument belonging to forward contract chargeable under items (d), (e), (f) 

and (g) of Article 5 and items (a), (b), (c) and (d) of Article 39 of Schedule I 

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.12.07.2006 ï Guj. Govt. 

Gaz. Exty Pt.IV-B, No.230 dt.13.07.2006, p.230-1) 

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 ten thousand rupees to part 

thereof with which the instrument belonging to purchase or sale of securities (in 

case of non-delivery and in future and option trading) are chargeable under item 

(c) of Article 5 and item (f) of Article 39 of Schedule I with effect from 

30.08.2006 in the whole of the State of Gujarat. 

(Order No.GHM/2006/67/M/STP/102006/H.1 dt. 04.10.2006 ï Guj. Govt. 

Gaz. Exty., Pt.IV-B, No.319 dt.04.10.2006 p.319-1) = 2006 GSCS/II/P. 

568/H.375 

17. 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 with 

retrospective effect from 1 April, 2004 up to 29th August 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 

non-delivery and in future and option trading) are chargeable under item (c) of 

Article 5 and item (f) of Article 39 of Schedule I of the said Act in whole of the 

State of Gujarat with 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 the Gujarat 

Stamp Act, 1958 (Bom.LX of 1958), the Government of Gujarat hereby remits, 

in whole of the State of Gujarat. 

(i) The duty chargeable and interest payable on the instruments, particulars 

of which are specified in column 2. 

(ii)  To the extent specified in column 3; and  

(iii)  Subject to the conditions specified in column 4 of the Schedule appended 

hereto: 

SCHEDULE 

Particulars of 

instruments 

Extent of reduction Conditions 

1 2 3 

Instrument of conveyance 

chargeable to duty under 

clause (c) of Article 20 of 

Schedule-I of the Bombay 

Stamp Act, 1958 executed 

by Gujarat Housing Board 

in favour of a person other 

than original or first 

allottee; 

Whole amount of duty 

leviable on the amount 

of difference between 

the amount of 

consideration shown in 

the instrument and the 

amount of true market 

value of the property 

which is the subject 

matter of such 

instruments; 

(1) The instrument executed 

by Gujarat Housing Board 

up to period of six months 

from the date of this Order. 

(2) The person claiming 

remission has to produce 

certificate issued by the 

Gujarat Housing Board 

that he has made 

application up to 

31.07.2008 to the Board 

for executing conveyance 

deed. 

Power of Attorney so far 

as it related to the premises 

of Gujarat Housing Board 

chargeable to duty under 

clause (f) of Article 45 of  

Schedule-I of the said Act 

executed by original or 

first allottee in favour of 

another person or by 

another person to 

subsequent person. 

Whole amount required 

to make up proper duty 

leviable under clause (f) 

or Article 45 of the said 

Act. 

(1) The Power of Attorney 

executed on or before 

31.07.2008. 

(2) The Power of Attorney 

holder has to produce 

Certificate issued by 

Gujarat Housing Board, 

that the Power of Attorney 

holder has paid transfer 

fee as required by the 

Gujarat Housing Board. 

(Order No.GHM/2009/M/15/STP/102004/1131/H.1 dt.16.02.2009 -Guj. Govt. Gaz. 

Exty., Pt.IV-B, No.59, dt.20.02.2009, p.59-1). 
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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/M/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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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 

Amalgamation/ Re construction and Merger Cases, Mortgage, Conveyance 

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 detailed Expenditure Audit two months to be 

selected 

Dy. Collector (Stamp Duty Valuation Offices) Offices 

Sl 

No. 

Selection criteria  Reasoning and aspects to be 

checked 

1. 100% documents finalized and 

stamp duty collected during the 

selected month (Selection of month 

shall be based on the maximum 

number of documents finalized and 

disposed by DC under Section 32 

and 33) 

These cases may be checked 

with reference to speaking order 

of DC for ascertaining proper 

classification of the document, 

application of value of land and 

rate of stamp duty. 

2. 100% documents pertaining to 

óother source of revenue collected 

during the selected month  

óOther source of revenueô - as 

directed by Superintendent of 

Stamps vide Circular dated 

28.07.2011 (as per return) 

3. 100% documents of the selected  

month where opinion under Section 

31 of GS Act 1958 is given by DC  

These cases may be checked to 

ascertain the extent of deviation 

from the jantri rates and reason 

and justification for such 

deviation 

4. 100% documents where stamp 

duty/interest/penalty/service charge 

has been collected after issue of 

notices under Section152/ 154/155 

of Gujarat Land Revenue Code, 

1879 and Rule 117 of Gujarat Land 

Revenue Rules. 

These cases may be verified to 

ascertain the correct application 

of rate of stamp duty, levy of 

service charge etc. 
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5. Cases which are remanded by the 

CCRA (U/s.53 and 53A of GS Act 

1958) 

These cases needs to be checked 

to ascertain the promptness in 

finalization of the cases 

6. Cases which are finalized by CCRA 

and forwarded to DC for recovery of 

deficit stamp duty/penalty etc. 

(U/s.53 and 53A of GS Act 1958) 

These cases may be checked 

with reference to the promptness 

of creation of charge in Record 

of rights/efforts taken to recover 

the dues. 

7. 100% refund cases Application of correct rates, 

provisions of the Act, Rules etc. 

*If audit i s for more than one year, select the latest plus one or two years 

depending on time available. 

 

SUB REGISTRAR OFFICES 

Sl No. Criteria of document Selection 

1 Conveyance/ Sale deeds / Gift Deed 

(Article 17,20,28) 

Basis- stamp duty paid. 

A Category Unit 

 

Top 300 documents.  

 plus 150 documents  to 

be selected randomly. 

B Category Unit 

 

Top 200 documents  

plus 100 to be selected 

randomly. 

C Category Unit Top 100 documents  

plus 50 to be selected 

randomly 

2 Mortgage deeds/Deposit of Title 

deeds/Hypothecation deeds/Debenture 

Trust Deeds 

(Article 6, 27, 36) 

Top 25 documents plus 

10 at random 

 

(Loan Amount to be 

considered) 

3 Following category of documents 
Top 10 documents 

each plus 5 others 

randomly selected 

(each category). 

a. Development agreement {Article        

5 (ga)} 

b. Cancellation of sale deeds  

(Article 16) 



298 

 

c. Exchange of property (Article 26 

d. Lease (Article 30) 

e. Leave and License agreement 

(Article 30A) 

f. Partition (Article 43) 

g. Partnership (Article 44) 

h. Dissolution of partnership 

{(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 Assignment 

(Article 57) 

m. Declaration/ Consent deed 

4 Documents where exemption from 

stamp duty/ registration fees is given 

based on Government Orders/ 

Notifications etc. 

100 % (in order to 

verify the applicability 

of exemption in 

accordance with the 

provisions of the Act 

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 II-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 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 rates of stamp 

duty) finds a place in entry No.44 of List III (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 retrospective effect from 1st May, 1960 by the Gujarat Short Title 

(Amendment) Act, 2011. Entry No.63 of List II-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 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 of Gujarat, Government of 

Gujarat 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 State Government 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 

(I)  GENERAL  

1. Call for Annual Administrative Report (Vaarshik Vahivat Ahwal) and 

analyse revenue realization and volume of work 

2. Whether the classifications 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 Section 3 is 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 charged on the 

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 (f), Settlement and Transfer of Lease listed under 

Section 3A of the Act? 

5. 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 charged with a duty of one hundred 

each? (Section 4) 

6. 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 under Section 5? Also 

examine whether any instrument comprises distinct elements of 

conveyance/ release i.e. releasing of existing rights in the property in favour 

of another co-owner other than blood relations during his/ her life time, gift 

i.e. relinquishment of existing rights/interests  in the property to another who 

has no pre-existing rights in the property.  

7. 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/ transactions. 

8. 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 Gujarat at Ahmedabad, it would be liable to levy 

of differential stamp duty. 

9. 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/remission/reduction 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 that 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 at the 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 after it has been 

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 I 

to the Act executed out of the State and subsequently received in 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 correctly done 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 I has been mentioned in Section 30.  In case of any 

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 shall determine the duty and 

give his opinion on the chargeability of proper duty. In this connection 

please examine  - 

ü Whether an officer appointed as Collector under clause (f) of Section 2 has 

reason to believe that the market value of the property has not been truly set 

forth; he shall refer the matter to the Collector of such district for 

determining true market value under Section 32A. 

ü Whether in between the date of seeking opinion and execution of the 

instrument, if there is change in rates of market value (jantri rates), 

provisions of Section 32A have been adopted. 

ü Whether separate registers maintained in respect of instruments referred to 

the Dy. Collector (Valuation) under Section 31/32A/33 of the GS Act 

ü Whether the instrument referred to under Section 32A each accompanied 

with Form I comprising details of properties referred for valuation? 

ü Whether the monthly returns on the properties registered as per the 

prescribed value were regularly sent to the Income Tax Department? 

ü Whether the Sub Registrars ensured inclusion in the instruments details of 

PAN Numbers of executants of various instruments, wherever necessary 

during registration process? 

ü Whether the Sub Registrars ensured compliance to provisions of Section 52 

C regarding invalid stamps in all the cases 

ü 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 ï 

ü 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 consideration, or transfer 

of lease where correct market value is not adopted,  to the Collector for 

determining true market value ? 
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ü Whether the Collector followed the provisions of Rule 8 of the Bombay 

Stamp (Determination of Market Value of Property) Rules, 1984 ? 

Honôble Gujarat High Court in the case of Gorva Vibhag Cooperative 

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. 

¶ Whether the agreement to sell executed by the parties if being genuine one, 

the Collector is bound to consider it 

¶ Any factors mentioned in the instrument which is relevant for the purpose 

of determining market value 

¶ Any other factor which the Collector thinks to have a bearing on the 

valuation of the property. 

¶ 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. 

(II)  Audit Checks with reference to Article-wise registration of 

instruments: 

There are 58 Articles under Schedule I 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) ï Agreements, popularly known as ñDevelopment 

Agreementò: 

ü 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. 

ü Check whether true market value has been adopted as per the prevailing 

jantri rates with reference to the correct area of land/property agreed to be 

developed. 

ü Examine the recitals to find whether any power of attorney, rights, title and 

interest in the property had been passed on  to the developers for ascertaining 

chargeability of higher duty as per conveyance. 

2. Article 6/ Article 14 ï Agreement or Memorandum of Agreement 

relating to Deposit of Title Deeds (commonly known as Deposit of Title 

Deeds), Pawn, Pledge or Hypothecation/Bond 

ü 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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ü 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 

3. Article 17 ï Certificate of Sale 

Generally, Certificate of Sale is executed by any Civil/ 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. 

ü Check to ensure that the duty applicable to conveyance under Article 20 on 

the market value 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 

ü Check whether movable property also transferred simultaneously with the 

immovable property on which proper stamp duty at 2 per cent levied on 

consideration or market value whoever is higher 

4. Article 20 ï Conveyance: 

¶ Examine and find how the seller of the property has acquired ownership of 

the property conveyed so as 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 for 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 the property 

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 the purpose 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 conveyance under an 

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 after 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 by co-owners of any property, proper 

duty as per conveyance is charged as provided Explanation-I below 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 at 2 per 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- 

ü Stamp duty had been correctly levied at one 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 of immovable 

property of the transferor company in Gujarat State, whichever is higher   

ü 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 recovery of stamp duty 

ü 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 

ü Amount of consideration paid for such amalgamation also taken for the 

purpose of valuation and recovery of stamp duty 

ü 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 

5. 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 market rates are applied.  

6. Article 27 ï Further Charge 

¶ Ensure that the principal instrument was mortgage only Article 20(a) 

¶ Ensure stamp duty at prescribed rate is levied.   

7. Article 28 - Gift  

¶ Ensure whether the provisions applicable to instrument of conveyance such 

levy of stamp duty at conveyance rates, provisions of market value under 

Section 32A etc. are applied.  

8. Article 30 ï LEASE 

¶ Examine whether property duty had been recovered with reference to the 

period of lease, premium/ lease rent mentioned in the lease agreement.  
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¶ Ensure whether all the amounts paid including municipal taxes, GST, 

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 amount paid 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 been charged in respect of 

assignment of lease applying market rate as per jantry or consideration 

whichever is higher.  

¶ Examine whether the taxes/ duties/ land revenue/ non-refundable 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. 

9. Article 30A ï Leave and License Agreement: 

¶ Ensure whether the total amount payable including the total amount of fine 

or premium or money advanced irrespective of the period for which such 

leave and license mentioned in the agreement had been subject to levy of 

duty.  

10. Article 36 - Mortgage Deed: 

¶ Ensure whether the same rate of duty as applicable on a conveyance had 

been charged where possession of the property had been given/ agreed 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 prescriobed. 

¶ Ensure proper rate of duty had been charged in respect of mortgage of the 

property in the nature of collateral security.  

11. Article 43/ 44 ï Partition  

¶ Ensure whether duty had been applied on the amount after separation of 

largest share.  

¶ Ensure co-owners are 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 rate of duty applicable to 

instrument of conveyance.  

¶ Examine whether registration fees are recovered at one per cent of the 

market value of the property.  
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¶ Ensure that the partition appeared to have been taken place as could be seen 

from the instruments are compulsorily registered.  

¶  Ensure in the case of death of father and where co-owners who hold equal 

rights in the property as per Hindu Succession Act, 1956 and had released 

their share in favour of other co-owners without taking any monetary 

consideration, proper 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 bought that property as his 

share or contribution to partnership {(Article 44 (3)}. 

12. Article 45 ï Power of Attorney: 

¶ 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 instruments 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 consideration given in respect 

of immovable properties are compulsorily registered. 

13.  Article 52 ï Settlement: 

¶ 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.  

¶ Examine whether instruments of gift/release/conveyance etc. made by 

persons other than by family members have been misclassified as instrument 

of ñsettlementò 

14. Article 57 ï Transfer of Lease 

¶ Ensure that stamp duty is levied as is leviable on a conveyance under Article 

20(a)-Conveyance 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 lease executed 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 Sub-Registrar 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 of the 

document. It should be converted into square meter.  

II  Find out the type of property 

ü Check and ensure whether the property is agricultural land or non -

agricultural (NA) land. 

ü In agricultural lands check whether it is an Irrigate land & non 

irrigated land? 

ü In NA open lands, check whether it is a residential/ commercial or 

Industrial open land? 

ü In case of constructed buildings, then check whether it is for 

residential, office, shops or industrial purpose?  

 

III  Finding out the area details of the property  

Verify the recital of the document and find the survey number/TP & 

FP number, village and taluka of the area in which immovable 

property situated. (Normally it is described in the schedule of the 

property in the document) 

IV  Searching rates of agricultural land in Jantri 

¶ Jantris  are prepared for rural area and urban area separately.  

¶ Jantri for rural area are of two type ie. agricultural and non-

agricultural. 

¶ Agricultural jantri shows different rate for irrigated and non irrigated 

agricultural land.  

¶ NA Jantri  shows different rate for residential, commercial, industrial 

and for mining purpose.  

¶ For property in urban area, search and find the rates of the particular 

TP & FP number of the zone in which the property is situated.  

¶ For property in rural area, search and find the rate of the particular 

survey number of the village in which property is situated. For rate 

of agricultural land refer to agricultural jantri and for non-agricultural 

land reffer to non agaricultural jantri. 

  

 Searching rates of open land in Jantri 

  

¶ Rates of open land in jantri are of two type ie. Developed open land 

and Industrial open land.  

¶ For working out the market value of residential & commercial open 

land the rate of developed open land and for industrial open land the 

rate of industrial open land in the jantri should be taken into account.  

¶ The market value of the open land would be worked out by 

multiplying the jantri rate of the land with that of area,  

V Fixation of market value of (Open land / Agricultural land) 

By multiplying respective rate of agricultural land/open land in 

prevailing jantri with the area of the property the market value of the 

property would be fixed. 
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VI  Procedure for fixing market value of constructed property 

Market value of constructed property can be worked out in following 

methods 

Case I:- For valuation of residential flats, shops, offices etc.  

¶ Determination of area:- For shops and office the built up area 

should be considered. If carpet area of the flat is given in the 

document, convert it into built up area multiplying the same 

into 1.2 ( i.e Built up area = carpet area X 1.2) 

¶ Searching rates :- For valuation of above types of property, 

composit rates in prevailing jantri should be referred. 

Different composit rates ie. Residential, commercial, shops 

and industrial for different zone are shown in the jantri. The 

rate against TP/PF number of the property in the respective 

zone should be taken into account.   

Fixation of market value of shops/offices & flats 

By multiplying respective rate of agricultural land/open land in 

prevailing jantri with the area of the property the market value of the 

property would be fixed. 

 

Case 2:- For valuation of property by aggregating the value of land  

and construction. 

Searching the area of property: Verify and find the area of the land 

and construction in the document. (Normally it is shown in the 

description part of the document) 

Valuation of land :- The rates against TP/FP number in the respective 

zone of the property shown in the jantri should be taken and 

multiplying the same with the area of land the value of land would be 

derived. 

 

Valuation of construction:- For this purpose rate of Rs. 1100/- for 

urban area and Rs.900 for rural is fixed and multiplying the same with 

the area of construction the value of the construction would be 

derived. 

Valuation of property:- For this valuation the value of land should be 

added with that of land. Different type of deduction if applicable may 

be given for getting market value of the property. 

 

VII  Value to be considered for levy of stamp duty 

Market value of property as per jantri rate or the consideration price 

of the property whichever is higher should be taken into account for 

the purpose of levying stamp duty. For example the value of 

consideration is Rs.5 lakh and the market value of the land as per 

jantri rate is 8 lakh, then stamp duty should be levied on Rs.lakh. 

Finding out the reason for undervaluation:- For ensuring the 

undervaluation and reason thereof, the audit party should verify the 

calculation sheet, Form-I submitted by the party, copy of jantri etc. 
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Application of jantry 2011ïCertain Guidelines issued by the Revenue 

Department 

Though, the jantri has no legislating backing of the Gujarat Stamp Act, 1958, 

Revenue Department has issued certain guidelines for implementation 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 from 18-4-2011 

prescribing distinct 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 to development, 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 been given with reference to 

load bearing structure, RCC frame structure, semi-temporary structure, 

industrial shed (RCC concrete and tin sheds).  Besides percentage/ deduction of 

construction/ proportionate floor-wise 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 agricultural 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 the jantri guidelines are mentioned below: 

(A) Floor-wise deduction admissible to conveyance of flats/ apartments 

 

Floor Percentage of valuation 

on construction with lift 

facilities  

Percentage of valuation 

on construction without 

lift facilities  

Ground floor  100%  100%  

Ist floor  100%  100%  

Second floor  100%  95%  

Third floor and 

above  

100%  90%  

Top floor  95%  90%  
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(B) Road frontage for shops valuation: 

Floor  Shops with road frontage  Shops without road frontage  

Ground floor  100%  75%  

First floor  75%  70%  

Second floor 

and above  

70%  65%  

Note: For Shopping Mall, Arcade, Multiplexes, floor-wise/road frontage 

deduction will not be applicable 

(C) RATES OF INCOMPLETE CONSTRUCTION  
 

Incomplete construction  Percent 

Incomplete structure without slab 
Consider 50% of related SOR 

Incomplete structure with slab 
Consider 70% of related SOR 

(D) VALUATION OF THE BANKS, HOSPITALS, NURSING HOME:  

Floors  Percentage valuation  

On above first floor  Rates shown against concerned value 

zone of office  

Ground floor and first floor  Concerned value zone of shops  

 

VALUATION OF CELLAR:  

Purpose of use  Percentage valuation  

For residential purpose  Concerned value zone of residential 

rates @ 40%  

Commercial use  Concerned value zone @80%  

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 out taking the base 

area of minimum of 8 sq. mtrs.  
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(E) Agricultural land purchased for non-agricultural purposes with 

permission of competent authority:  

Purpose of use  Rates at which valuation to be 

done 

Non-agricultural  Concerned value zone of open 

land  

Industrial purpose  Rates applicable to industrial 

non-agricultural rates  

Note:(1)The area of land purchased for industrial purpose under section 63 

of the Mumbai Tenancy & Agricultural Land Act, 1948 is more than 10000 

sq. mts., then 20% deduction will have to be made and copy of permission 

given by the competent authority may be made available.  

(2) For industrial purpose land under the charge of Forest department is 

allotted, industrial rates to be applied 

(F)  DEPRECIATION VALUE OF OLD CONSTRUCTION:  

 

Age of properties Percentage of deduction available for 

valuation 

From 0 to 50 years 1.2% per year on the cost of construction 

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 

terrace, flat/office/shop terrace  

40% of concerned value zone 

(I)  Mezzanine Valuation i.e. lowest balcony or forward part of such 

balcony in a theatre: 

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 per jantri 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 years 

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 Amount Maximum duty 

amount (old) (in ) 

Maximum amount 

(new rates) (in ) 

Not exceeding 10 

crore(Clause ï (1) a(i) 

Subject to maximum of 

one lakh rupees, twenty-

five paise for every 

hundred or part thereof.  

This limit of rupees one 

lakh rupees removed. 

Where it excees 10 

crore (Clause ï (1) 

a(ii)) 

Subject to maximum of 

three lakh rupees, fifty 

paise for every hundred 

or part thereof.  

Subject to maximum of 

eight lakh rupees, fifty 

paise for every hundred 

or part thereof. 

 

Hypothecation Maximum duty amount 

(old) 

Maximum amount 

(new rates) 

Loan not exceeding 10 

crore(Clause ï (b) (2) 

(i) 

Subject to maximum of 

one lakh rupees, twenty-

five paise for every 

hundred or part thereof.  

This limit of rupees one 

lakh rupees removed. 

Where the loan exceeds 

10 crore (Clause (b) ï 

(2) (ii) 

Subject to maximum of 

three lakh rupees, fifty 

paise for every hundred 

or part thereof.  

Subject to maximum of 

eight lakh rupees, fifty 

paise for every hundred 

or part thereof. 

Similar amendments have been carried out 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 ï Instrument of Partnership ï Rates of duty revised from 

01.08.2014 (Act No. 17 of 2014) 

 

Where such share of capital is brought 

in by way of cash 

Subject to maximum of ten 

thousand rupees, one rupee for 

every hundred rupee or part 

thereof of the amount of the 

capital of partnership 

Where such share of capital is brought 

in by way of immovable property 

The same duty as is levible on a 

conveyance under Article 20 for 

the market value of such 

immovable property 

Where such share of capital is brought 

in by way of immovable property 

The same duty as is levible under 

sub-clauses (a) and (b) 

respectively 

 

 

In Article 45 (f), following sub item have been added:  

 

  

(i) When authorizing to sell or transfer 

immovable property without 

consideration or without showing any 

consideration, as the case may be  -  

 

(a) If given to the father, mother, 

brother, sister, wife, husband, son 

daughter, grandson, granddaughter  

One hundred rupees 

(b) In any other case  
The same duty as is leviable on a 

conveyanceunder Article 20 for 

the amount of consideration or, as 

the case may be,market value of 

the immovable property 

whichever is greater. 

In Article 45 (g), for the words ñOne rupeeò ñThree rupees and fifty paiseò 

have been substituted (w.e.f. 1.8.2014) 
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In Article 49 (Release), following clauses have been substituted: 

49. Release ï that is to say, any instrument 

(not being such a release as is provided for by 

section 24) whereby a person renounce a 

claim upon another person or against any 

specified property. 

Rate of duty 

(a) I the release deed of an ancestral 

property or part thereof is executed by or in 

favour of brother or sister (children of 

renouncerôs parents) or won or daughter or son 

of predeceased son or father or spouse of the 

renouncer or the legal heirs of the above 

relations  

One hundred rupees 

(b) In any other case  

 

The Same duty as is 

leviable on a conveyance 

under Article 20 for the 

amount of consideration or, 

as the case may be, market 

value of the share, interest, 

part or claim renounced in 

immovable property, 

whichever is greater.  
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Notification 

Revenue Department, 

Sachivalaya, Gandhinagar 

Dated the 3rd August, 2019 

No.GHM-2019-66-M-STP-122019-1036-H.1: In exercise of the powers 

conferred by sub-section (2) of section-1 of the Gujarat Stamp (Amendment) 

Act, 2019 (Guj. 12 of 2019), the Government of Gujarat hereby appoints the 

5th August, 2019 as the date on which the said Act shall come into force. 

(M.B.Soni) 

Deputy Secretary to Government 

Circulated vide Superintendent of Stampsôs Circular 

No.Stamp/Act/F.No.68/2019 dated 12495-615 dated 05-08-2019 and the new 

rates are shown as under: 

 

Article 

No. 

Nature of document Old Rate 

 

New 

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 

agreement or its records 

100 300 

09 Appointment in execution of a 

power 

(a) Of Trustees 

(b) Of property movable or 

immovable 

 

 

100 

100 

 

 

300 

300 

10 Appraisement or valuation made 

otherwise than under an order of 

the court in the course of a suit. 

100 300 

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 

Deed 

100 300 
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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 

(a) 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  

(g) Of a Government 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 

(a) When executed for the sole 

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 required in 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 act jointly and 

severally in more than one 

transaction or generally 

100 300 

(e) When authorizing more than 

five persons but not more than ten 

persons to act jointly and severally 

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 property 100 300 

48-a 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 

instrument (not being such a release 

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 interest secured by 

bond, mortgage-deed 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 a 

beneficiary 

100 300 

58 Trust  

(a) Declaration of ï 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:  

V Whether all the compulsorily registerable instruments covered under 

Section 17   (c) of the Registration Act were brought to registration, 

wherever necessary? 

V Whether fixed fees in respect of instruments registered under the 

provisions of Gujarat Table of Registration Fees on several articles as 

prescribed were levied and in order? 

V Whether registration fees on ad valorem basis leviable on certain 

instruments including instrument of partnership were levied correctly?  

V Whether aggregate registration fees were levied separately on each distinct 

transaction comprised in Section 5 of the Gujarat Stamp Act, 1958 were 

levied wherever necessary? 



318 

 

V Whether exemptions from registration fees given to women acquiring 

immovable properties and exemption given to other class/type of 

beneficiaries were in order? 

V 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): 

ü Whether there were separate registers maintained for recording instruments 

received under Section 31/ 32A/ 33? 

ü Whether there was any amnesty scheme during the period of audit? 

ü Whether conditions of eligibility for instruments considered for the amnesty 

scheme had been correctly applied in such cases? 

ü Whether interest and penalty under Section 46 of the GS Act had been 

correctly applied wherever applicable? 

ü Whether the Dy. Collector had recorded speaking orders in all the cases of 

valuation/pre-valuation? 

ü Whether the principles laid down 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/non-agricultural 

properties? 

ü Whether the Sub Registrar had kept Form I comprising the details of 

properties of each instruments referred to the Dy. Collector (Valuation)? 

ü Whether the recovery proceedings made under Revenue Recovery 

Certificates (RRC) were adequate and notices issued under Land Revenue 

Code, attachment of properties etc. were adequate?  

ü Whether action taken for recovery in pending cases was adequate? 

ü Whether in respect of instruments referred to the Chief Controlling Revenue 

Authority (CCRA), time-limit of 90 days had been observed? 

ü Whether in cases remanded by the CCRA, timely action was taken to 

finalize the cases early and raise demands? 

 

OFFICES OF INSPECTOR OF REGISTRATION:  

ü Inspection Parties conducting audit 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. 

ü If yes, then collect the details of cases finalized by the IR and audit those 

cases too.  

ü Whether the same has been intimated to the concerned DC (VOP).  
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ü Take a specimen of the return or information forwarded to DC and attach 

the same to the list of Key documents. 

ü Also bring out the fact as procedural para that though as per notification, 

powers were conferred but no cases are finalized by the said designated IR. 
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