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. EGAL PROVISIONS
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LEGAL PROVISIONS

Self Certified Audit Special Audit

(Section 35) (Section 66)

Driving Provisions Section 65 and Rule 101 Financial Year or Part thereof

The Commissioner or any Timelimit for informing Within 30 days
officer authorised by him audit findings (Findings, Rights and obligation, and reasons for findings)

The place of business of the 3 or 9 Months from the date.of
Place of Audit registered person or commencement of the audit

Who can conduct

In_their office Section 73 Three years from due date
) : for furnishing of annual return
e : 15 working days prior to the el 6 Al
Timelimit for Notice conduct of audit Section 74 Five years from due date for

(Form GST ADT - 01) o
furnishing of annual return

Extends Timelimit?!
FY 201718 For recovery of tax not paid or short paid or of input tax credit wrongly availed or utilized upto 30 September 2023

and excludes period from the 18t day of March, 2020 to the 28thday of February, 2022 for recovery of erroneous refund;

INotification No. 13/2022 — Central Tax dated 05" July 2022 (w.e.f. 01 March 2020)

>
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LEGAL PROVISIONS

Audit Objective
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d.

Turnover

/ Declared \

Assessment

of
Compliances

To verify

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.

Taxes Paid

correctness of

Input tax
credit
availed

Refund




PROCESS FLOW OF DEPARTMENT AUDIT

Department issues
ADT 01 notice to the
assessee for GST
audit under section 65

The Assessee has the
opportunity to file reply
against such draft

findings

Assessee to

- Check DIN on notice
Issued

- Provide reply,
documents and
information as required
for desk review

- Audit team may
conduct onsite visit at
business place of
assessee

- Assessee to provide
facility to conduct audit
and furnish all
requirements

The draft findings will
be prepared by audit
team basis the
submission made by
assesse, onsite review
and further scrutiny.

Post the onsite review, the
audit team may further
scrutinize the details and
information gathered

- Audit report in form ADT 02
- SCN for demand and recovery (if
any) shall be issued
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RISK PARAMETERS FOR SELECTION OF AuDIT

« Size of the Taxpayer’s refund;

« Size of the Taxpayer’s turnover / net profit

« Size of Exemptions

« Change in the Taxpayer’s turnover/net profit from the previous year;
« Financial ratio analysis and major variations

« Multitude of the Taxpayer’s legal relationships with other entities;
« Higher incidence of supplies without issuance of eway hill;

« Taxpayer who does not file periodical return but issues eway bill

« Taxpayer has multiple branches;

« Taxpayer who has requested waivers or is bankrupt;

« Taxpayer who has been audited in preGST era;

« Taxpayer who has not been audited in the preGST era for a long period such as 4 — 5 years;
« Taxpayer’s return was previously investigated for evasion;

« Specific information received from other Government authorities like Income Tax, ROC, RBI, etc.

p
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GST COMPLIANCE FLOW

Elnvoice

Invoice details

Eway Bill

GSTR 6

Supplier’'s GSTR 1
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i Financial
) GSTR 9 Statement

R Inward Supply
register
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CHALLENGES FACED DURING AUDIT
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CHALLENGES FACED DURING AUDIT

© 2023 Nexdigm. All rights reserved.

Numerous documents sought

Financial Reconciliation for
multilocation entities

Officer — Competency

Long and Stretched completion

Arm Twisting Approach

Duplication of works
(ASMT10 : Audit)

Several Reconciliations to be
prepared

Documents for Multilocational
Entities

Different state : Different Views

Electronic Data : Vouching
approach

Pro-Revenue approach / Target
based approach

Non-availability of data




GENERAL ISSUES RAISED BY THE OFFICERS
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GENERAL ISSUES RAISED BY THE OFFICERS

El'g'b'“ty ol [=Xp0rt Sales of fixed assets
Reimbursement of expenses

Classification of supply and Tax Reconciliations:

rate charged GSTR3B-19-9C

GST Applicability on Other Income mmmmmne  Applicability of Elnvoicing

Short Payment of taxes Tax benefit on time barred Credit
(Change in tax rate) Notes

Recoveries from employees and Export realization within
suppliers prescribed timelines

>
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GENERAL ISSUES RAISED BY THE OFFICERS

ITC Eligibility and Time barred ITC

GSTR2A/2B Reconciliation

Reversals under Rule 37, 42 and

43 RCM Liability < ITC Availed

Gift to employees / Free Samples Interhead / wrong availment of

credit

CSR Expenses smmmme | TC Claim : Cancelled Registration

Tranl Verification e  StOCk Destroyed / Written off

>
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GENERAL ISSUES RAISED BY THE OFFICERS

Issues RCM and Other

Director Remuneration Registration Amendment
GSTR2A : RCM Reconciliation Refund Applications

Import of Service : RPT mmmmmne | TC — 04: Job Work transactions

Issue of Self — Invoice and mmmmne  [Nterest on Date of filing

Payment Voucher

Display of name board smmmma E=\VVay Dbill not issued

>
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GENERAL ISSUES RAISED BY THE OFFICERS

Issues RCM and Other

Mandatory invoice details not
—> :
mentioned

HSN digit not mentioned as per
turnover

Credit availed basis incomplete
disclosure on input invoice

e EINVOICing applicability of vendors

>
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How TO BE READY
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RIGHTS AND OBLIGATIONS OF TAXPAYER

* Check identity of every member of audit team « Comply in time to ADTO1 notice and all other

« Get at least 15 days prescribed time for necessary correspondences received from audit
compilation of data officer

- Engage authorized representative to act and » Make available all necessary books of accounts
appear on his behalf in audit proceedings (physical / electronic records) GSTIN wise

- Seek adjournment in case of unavoidable * Provide necessary facility to verify books
circumstances » Ensure presence of registered person or his

« Submissions through email communication authorized representative at place of business

- Opportunity of being heard when audit activity is conducted to answer all

» Ensure audit is completed by audit team within QUENIES FElEE by bl offl_cer
timeline » Extend cooperation to audit team

« Receive findings of audit from audit officer in 30 * Follow statutory timelines for payment of liability
days of conclusion of audit found in audit / reply to notice issued u/s. 73/74

» Take benefits of voluntary tax payments (incl.
penalty waiver) as per Sec. 73/ 74

© 2023 Nexdigm. All rights reserved
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How To BE READY / FACE DEPARTMENTAL AUDIT

Mock Audit and ensure internal
controls

Greet officer with courtesy

Maintain through documentation
and have backups

Keep Reconciliations ready

Health Check / Due Diligences SSENEE @S =07/ e
experts
: Trainings to work-force and setting
ACHELINZECTLE up audit handling team

Ensure contact details on GST
Portal

>
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Build strong relationship

Returns filed within due dates

18



How To BE READY / FACE DEPARTMENTAL AUDIT

Seek Adjournment Payment must not be demanded
under coercion/harrsement

Do not act on Oral directions : Seek Audit replies/submission : Basis for
for written requests Litigation

Ensure rate of interest applied Opt for penalty wavier

Pre-checking of documents before Check jurisdictional officer

submission

>
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GST FORM ADT 01 — AUDIT NOTICE

Reference No .- Notice reference number along with DIN is
mentioned here. The DIN number can be Date:
To, verified on

https://esanchar.cbic.gov.in/DIN/DINSearch

Address

Check for which period the GST audit notice

Period - FY.(5) - . iS iSSUGd

Motice for conducting audit

Whereas it has been decided to undertake t and records for the financial year(s) ........... to ........... In accordance with the provisions of section 65. | propose to conduct the said

audit at my office/at your place of businesspn —— : Place of business for onsite audit
And whereas you are required to:-

The officer will provide list of
requirements ,along with format
(in some cases) of details

(i) afford the undersigned the necessary facility to verify the books of account and records or other documents as may be required in this context, ang

(i) furnish such information as may be reguired and render assistance for timely completion of the audit. required for desk review
You are hereby directed to attend in person or through an authorised representatidle on .....................(datefat. ... .. ... (place) before the undersigned and to produce your books of account
and records for the aforesaid financial year(s) as required for audit. Within 15 days

In case of failure to comply with this notice, it would be presumed that you are not in possession of such books of account and proceedings as deemed fit may be initiated as per the provisions of the Act and
the rules made thersunder against you without making any further correspondence in this regard.

Signature

MName

Commissioner of CGST/SGST (or any
officer authorized by him)

Designation ... ...

© 2023 Nexdigm. All rights reserved.
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DOCUMENTATION (TRAIL OF AUDIT)

A taxpayer/ entity is required to issue a variety of documents for different transactions under the GST
law. The following are some of the documents issued under the GST law :

: Bill of

Recelpt Refund Delivery Payment
Voucher Voucher Challan Voucher

RCM-Self

\J nexdigm .

Credit

Note Debit Note




SAMPLE CHECKLIST OF DOCUMENT SOUGHT By
DEPARTMENT

1. Copies of various returns filed (Eg. GSTR-1, GSTR-3B, GSTR-9), Audit Report (GSTR-9C)
2. Copies of Balance Sheets, Annual Reports, Income Tax Returns, Form 26AS

3. Income Tax Audit Reports (Form 3CA/3CD and 3CEB), Cost Audit Report, Transfer pricing and
Internal Audit Reports (wherever applicable)

4. Reconciliation between the Turnover Report in Profit & Loss Statement with the Turnover reported in
GSTR-1, GSTR-3B & GSTR-9 and Form 26AS (if not done in detail while fiing GSTR 9C)

5. Reconciliation of liability paid under Reverse Charge with corresponding expenditure booked in books
of accounts

6. Reconciliation between Input Tax Credit Availed by the Assessee with the invoices being reflected in
GSTR-2A.

7. Input Credit Register maintained by the assessee along with Electronic Credit and Cash Registers
8. Copies of invoices issued by the assessee

9. Copies of invoices on which input tax credit has been availed by the assessee

10. Sample copies of Work Orders, Purchase Orders and Agreements entered into by the assessee
11. Nature of business activities undertaken by the Company

p
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BEFORE WE GO...

CA Siddharth Shah
0822548802 / 9423583866
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Enable + Optimize * Transform

& SKP

www.nexdigm.com

Disclaimer
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USA « Canada ¢ Poland « UAE - India * Hong Kong * Japan

ThinkNext@nexdigm.com

Connect with us

The contents of this presentation are intended for general marketing and informative purposes only and should not be construed to be complete. This presentation may contain information other than our services and credentials. Such information
should neither be considered as an opinion or advice nor be relied upon as being comprehensive and accurate. We accept no liability or responsibility to any person for any loss or damage incurred by relying on such information. This presentation
may contain proprietary, confidential or legally privileged information and any unauthorised reproduction, misuse or disclosure of its contents is strictly prohibited and will be unlawful.



https://www.facebook.com/NexdigmThinkNext/
https://www.linkedin.com/company/nexdigm/
https://www.youtube.com/channel/UCkMbTFPOPb9c1K_BYswNJmw
https://twitter.com/Nexdigm_
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