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Duties and Responsibilities of Auditor and Assessee
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Who is An Auditor?

An auditor is an individual approved
to review and check the accuracy of
financial reports and to ensure
compliance with tax laws by
corporations/department.



Different Auditors in GST




ﬁAudit - is a systematic and independent examination of books, accounts, statutory\
records, documents and vouchers of an organization to ascertain how far the financial
statements as well as non-financial disclosures present a true and fair view of the
concern. It also attempts to ensure that the books of accounts are properly maintained
by the concern as required by law. Auditing has become such a ubiquitous phenomenon
in the corporate and the public sector that academics started identifying an "Audit

roiety". /

(Audit - refers to a financial statement audit. A financial audit is an objective )
examination and evaluation of the financial statements of an organization to make sure
that the financial records are a fair and accurate representation of the transactions they
claim to represent. The audit can be conducted internally by employees of the
Qrganization or externally by an outside professional )



https://www.investopedia.com/articles/basics/06/financialreporting.asp

AUDIT - SECTION 2(13)

Audit Means
examination

A - Records

B — Returns C — Other

Documents

by the registered person under this Act or the rules made
thereunder or under any other law for the time being in force
to verify the correctness

of

1 - Turnover

4—- ITC Availed

declared 3 — Refund

Claimed

2 — Taxes Paid

To assess his compliance with the
provisions of this Act
or the rules made thereunder



Duty

Something that one is
expected or required to
do by moral or legal
obligation



Responsibility

Responsibility

Responsibility is the
obligation of an
individual to perform
the duty or task
assigned to him.

N
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Difference Between Duty & Responsibility

Meaning Duty implies an obligation or Responsibility refers to the liability
moral commitment which an which is assumed or accepted by a
individual is expected to perform. person, as a part of his job role or

position

What is it? Binding force Authority

Reflects Respect or obedience, for the Accountability for the performance
work, rules, superiors or elders or non-performance of something

Demands Sacrifice of self-interest Trustworthiness and loyalty

How they arise? Imputed Shouldered



Preparing/
Updating
Master File

Preparation of
Audit Plan —
Scrutiny / Desk
Review

Follow-up up
Action

Duties of Audior — Department

Collection of
Relevant
Documents
incl, recons

Conducting
Audit As per
Plan

Adjudication
under Section
73/74

Desk Review

Preparation of
the
Issue/Report

Recovery of Tax



1.

Audit

Should be
Conducted

In systematic
manner

Duties of Audior — Department

2. 3. 4.

Audit To Record all
Should be based SIREEOI

Scrutiny of

Records Material facts the Facts

5.

Audit is
different
From
enforcement




Duties of Assessee

Provide access to the place of business,

records & required information




Responsibility of Assessee

Provide access to all the records

‘ Cost Audit Report
Maintained by the assessee

TaPBalance Income Tax Audit Report

Financial Statements ' Any other Reports




GST DEPARTMENT AUDIT

Intimation for Audit

Details are sent to the Director General of Audit for including his name in the Risk Parameters




GST DEPARTMENT AUDIT

Objective of Audit

O Y
Verify Desist Detect

The data between Its should stop the The objective is to
the returns filed and tax payers from detect any frauds being
the accounting data doing any frauds in committed by the

the future taxpayer

The Objective of the Audit is to measure the level of compliance of the taxpayer in
the light of the provisions of the CGST Act 2017 and the rules made there under.




GST DEPARTMENT AUDIT

Principles of Audit

01
Q

Audit will be conducted in a Compressive and in a systematic
manner

Emphasis is on the identified risk areas and scrutinizing the records
maintained in the course of business

Audit techniques based on materiality — degree and nature of
risk factors

m Proper recording of all the checks and findings during the audit

|[dentifying the unexplored compliance verification process

A AN AN AN




GST DEPARTMENT AUDIT

Duration of Audit

Small Taxpaers Medium taxpayers Large Taxpayers

2 to 4 days including the 4 to 6 working days 6 to 8 working days
desk work and for taxpayers
under Section 51 and
Section 52



GST DEPARTMENT AUDIT

Desk Review

The audit team will do the desk review with the available data with them basis of the
TAG — Taxpayer at a Glance. Information available on

. Registration Portal,

= Returns filed, Annual Return & Reconciliation Statement
. e-waybills Issued,

. Returns filed with other departments,

. Cost Audit Report,

. Income Tax Audit Report,

. C&G Report, Audit reports of earlier tax periods &
. contracts with customers



GST DEPARTMENT AUDIT

Cost Audit/Cost Accounting Records

. In respect of Regulated sectors like Telecommunication, Electricity, petroleum
and Gas, Drugs and Pharma, fertilizers and Sugar, Cost audit requirement has
been made subject to a turnover based threshold of Rs 50 crores for all
products and services and Rs 25 crores for individual product and services.

. In respect of Non-Regulated sectors - The threshold is Rs 100 crores and Rs. 35
crores respectively.



GST DEPARTMENT AUDIT

Process of Audit

Reconcile GSTR — 9 Data with
Financial Statements &
Compare Pricing across
customers

Basis of historical data project
the trends and compare with
actuals

Comparing key data with
industry averages & previous
years data

Physical verification of
documents with returns filed

To verify reliable systems are in place
and in control. Verify the ERP and its
integration with taxes & transactions.
ABC Analysis and System Walk
through



GST DEPARTMENT AUDIT

Registered Person Master File

. It contains all the information of the taxpayers
. Updated at regular intervals



Section 37 - 48

Verify if returns are filed
within the due dates and
interest if paid as per the
previsions if not along with
late fee .

Rules 46 - 55

Verify if relevant
documents are issued
for all the
transactions as per
the provisions .

Section 16 & 17

Verify if Input tax
credit is claimed as
per Provisions —
eligibility / blocked /
restricted .

AUDIT - COVERAGE

Section 7

Supply - all
transaction are
classified as supply as
per GST

Section12,13 & 14

Verify if the tax
invoice is issued as
per provisions of
Time of Supply

Section10to 14 IGST Ac!

Verify if the
provisions of place of
supply are followed
or not



During Scrutiny or inquiry or investigation an officer
not below the rank of AC on authorization by
Commissioner will ask for a CMA/CA to verify
records

Submit the report with in 20 days and can be
extended by another 90 days by AC

Special audit will not have any impact on any other
proceedings under this Act or any other Act

Opportunity will be provided to the registered
person for any material gathered during the audit

Remuneration for the audit will be approved by
Commissioner

If any material discrepancy is found proceedings can
be initiated under Section 73 or 74




Check List



GST DEPARTMENT AUDIT

Desk Review — Goods

1 Trial Balance * Understand the grouping of ledgers
e Verify and understand which accounts have direct impact with GST
* \Verify any ledgers having unusual balances — loss, scrap, other income
* Verify the credit balances and check if they are part of the GST Liability
computation

2 Profit & Loss Account ¢ Compare major heads with previous years amounts
* Verify the expenditure accounts potential for reverse charge
e Scrutiny of supplies — SEZ (LUT)

3 Balance Sheet * Verify the Share Capital accounts — subsidires etc.,
* Assets
4 Notes to Accounts e Accounting polices — assets worth below Rs 5000 no updated in FA Register

e (Quantitative information — Cross check with GSTR — 9 Data
* Information Accounting Standard followed and disclosed



GST DEPARTMENT AUDIT

Desk Review — Goods

5 Annual Report & Verify Audit report for any potential areas impacting the GST
Directors Report * Tax Disputes pending or likely to
* CARO Report — tax liabilities are matching with GST Liability in GSTR -9
e C&AG Report in case of public sector undertakings

6 Cost Audit Report * Check Serial No 4 for quantitate details will be verified with GSTR — 9 data

and any differences should be able to be addressed

e Check Serial No 5 for costing of each product and if any differences with
Rule 30 of CGST Rules

* Check Serial No 6 for operating rations for over a period of time and see
any major differences, understand the reasons for the same

* Check Serial No 10 for related party transactions and verify if valuation is
carried out as per Rule 28 of the CGST Rules



GST DEPARTMENT AUDIT

Desk Review — Goods

7 Tax Audit Report * Clause 18 for Deprecation and ITC availed on capital goods
e Clause 27(a) input tax credit availed and carried forward, match with GST
Ledgers and prepare reconciliation if required
* Clause 21(b) prior period items and time of supply as per GST applicability
and payment, any differences prepare a statement for the same
* Clause 38, Cost Audit Report
e Clause 40, check important accounting ratios
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https://yourstory.com/2020/12/yourstory-100-digital-influencers-2020?utm_pageloadtype=scroll

Books — Authored/Co Authored
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Behind every successful business decision, there is always a CMA
Behind every successful







My Coordinates
. india-gst.in

CMA Bhogavalli Mallikarjuna Gupta

r ‘\ O mgbhogavall

A

4@‘ mallikarjunagupta@india-gst.in

India-gst.in cmagupta.com

e +91 93268 95843
B\
X



https://open.spotify.com/show/7BBpxcSKeSZnhwPkRjCIaF?si=o3wxPoRDS32IByQzUa2BVA
http://www.linkedin.com/in/cmagupta
mailto:mallikarjunagupta@india-gst.in
https://twitter.com/mgbhogavalli
http://india-gst.in/
http://cmagupta.com/
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