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PRESS

GST glitches
behind credit

frauds: CAG

INDIVJIAL DHASMANA
New Delhi, 24 March

The Comptroller and Auditor
General (CAG) of India has
found that the goods and serv-
ices tax (GST) system is prone
to input tax credit (ITC) frauds
due to complexity in the
compliance system.

“The originally envisaged
system-validated ITC through
‘invoice matching” had not
been implemented. The com-
plexity of return mechanism
and technical glitches had
resulted in roll-back of key
GST returns, rendering the
system prone to ITC frauds,”
CAG said in its report sub-
mitted in Parliament on
Wednesday.

The GST returns system is
still a work in
progress despite

to non-consideration of mini-
mum balance in electronic
credit ledger, irregular sanc-
tion of refund of input tax
credit availed of on capital
goods, etc,” the report said.

GST shortfall

The CGST revenue was short
of the Budget Estimates and
the Revised Estimates during
2018-19 and 2019-20. The
shortfall vis-a-vis Budget
Estimates was 22 per cent and
10 per cent for the years,
respectively. Also, CGST reve-
nue grew 2.97 per cent in FY20
over FY19. CGST revenue as a
percentage of GDP, however,
declined from 3.08 per cent in
FY19to 2.95 per in FY20.

The share of GST remained
constant at 62 per cent of the
direct tax collec-
tions during the

more than three EE@CREIGTGELLELEE last two years

years of roll-out,
it said. “In the
absence of a
stable and sim-

fixing a definite
time frame for
rolling out
simplified GST

(FY19 and FY20).

To a query
over this, the
finance ministry

plified return EEGUTGE{IH

mechanism, one
of the main
objectives of GST rollout —
simplified tax compliance sys-
tem — is yet to be achieved,”
the report said.

CAG recommended fixing
a definite time frame for roll-
out simplified returns forms as
frequent deferments are
resulting in a delay in its sta-
bilisation and continued
uncertainty in the GST ecosys-
tem. During October 2018 to
March 2020, CAG examined
records relating to 4,736 of
23,106 refunds in 33 Central
GST (CGST) commissioner-
ates. It noticed non-adherence
to extant provisions in pro-
cessing refunds in 280 claims
(6 per cent) involving an
amount of 16.16 crore.

“We observed instances of
irregular grant of refund due

said on the rec-
ommendations
of the GST
Council, rate rationalisations
have been implemented from
time to time by the govern-
ment and, therefore, the actual
indirect tax collections may
vary with regard to the target
set for a financial year.

It should be noted that in
December 2015, the report on
the revenue neutral rate and
structure of rates for GST rec-
ommended the range 0f 15-15.5
per cent as the revenue neutral
rate. However, the effective
weighted average GST rate as
of July 2019 was 11.6 per cent.

In addition, the GST
Council revised the threshold
turnover limits upwards for
registration of taxpayers and
the composition levy scheme,
which affected GST collec-
tions, the ministry said.



