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1. GST Revenue Trends

1.1 Measuring GNT revenne
.11, GST revenue accruing to the states has two major components, the SGST cellection and

IGST séttdement. The major facior of 1GST settlement is 1GST credic utilized by dealers in
Kerala for pavment of SGST in Kerala transferred by Cenual Government in cash monthly.
Other significant componenis are 1GST for interstate and import (business to consumer)
transacdons, 1GST paid in assessment. enforcement etc.  Adding 1o these components, there is
the ad-hoe 1GST seatlement that the stace has received. This is the distribution of accumulared
IGST in the IGST account done by the Central Government in the ratio of protected revenue of
all States. These ad-hoc seudemenis will be adjusted towards final setdements. Normally, final
IGST settlements should happen as and when annual returns are filed. Bur since the originally
devised GSTR 1-2-3 svstem with full invoice matching has not materialized due to technical
constraints, an interim mechanism of returns through GSTR-3B was implemented. Therefore,
due to the incompleteness of the svstem, the final sertlement has been delayved. The committee
of GST Council on 1GST is expected 1o submit its recommendations soon on the matter of final
settlements. Kerala bas received an ad-hoc setdement of Rs 2734 croses in 2018-19 and Rs
G93.53 crores in 2009-20. Also, Rs 709.36 crores was recouped from Kerala in 2019-20 as a part

of ad-hoc settdlement.

I.1.2.  In view of the above, the efticacy of GST collection can be measured only with regular
settlements (without considering ad-hoc settlements and recoupment’s), since it retlects the exact

rransactions and compliance.

1.2, Compuarison of rivenne of siales
-2018-18 . 1 " 2019-20 | Growth 18-19t0 19
- 1G5T o - 65T o5 :
STATE Loy - | oerat’ ST ot 17 ;
] Tots!
~ sgst Toi | U] sasT rmg tal s6ST | iasT | Total
Maharastra | 56540.25) 19063.70] 7600395 25.08| 62275.31] 22188.73] saesa.04] 2644 927]17.44] 1135

ttar Pradesh 19952.20) 21231.13] 41183.32| 51.55| 22043.43] 25168.59| 47212.02] 53.31 10.48]18.55] 14.64
Karnataka ! | 2341549} 13600.07] 37016.56] 36.74) 2647L74] 17347.93) 43519.73( 35.59] 13.05|27.55] 18.38
Tamil Nadu 24498.84] 12425.95| 36924.78| 33.65] 2718164 14086.41 41228.05| 34.17| 10.79] 13.26] 11.65
Gujrat | 252527 eans.23] 3s0i048| 21.28] - 2va7na2]  giss.al|  36027.82) 2430 R.11]28.67] 1248
west Bengal | 14287430 9216.88] 2410437 38.24] 1681491 10616.35] 2743126 38.70| 12,95 15.18] 13.80
Telangana 1 | 1124320 10169.04] 21432.34) 47.49] - 123577.35| 10703.70] 23681.04] 45.20| 15.42] 5.26| 10.60
Rajasthan . | -11160.24f 9392.21] 20552.45) 45.70] 12197.41] 10014.39) 2221180 45.08| '9.29) 6.62 "8.07
Kerala 1 §270.24] 10114.95] 18385.20] 55.02] 9456.64] 10629.42] 20096.05) 5194|1435 538 9.3
Andhra Pradesh | 8896.93] 2662.54] 1m550.07] s208]  soesas] 107s2.63] 20007.82] s3.78] .e.14|1159] .02

Delhl - B 108920 ssm.03) 167s.27] 35.47] ai9ss.a0]  7948.26] 19936.35] 39.87] 20.60{35.20] 19.25
Haryana R 1600.38] 3876.65] 1656656 2340 1392194  5517.47] 19439.42] 2338 9.mlan33f 17.34
Madhya Pradesh | m033.23] e931.99] 1ees.m] s2.65]  eansyl 10504.21] 19344.73) s5.30] 10.05]17.60] 14.09
Bihar N 487216 e80! 132007 e3.z0]  5Baz)6l  9ea108| 15783.24] 62.99| 19.91f18.80] 19.m
Punjab ‘ 5401.19) - 581717} 1121835| 51.85] 6132.66f 7641.81] 13774.46| 55.48| 13.54]21.37] 22.79
Odisha ¥ 006.17] 3581470 1058764] 33.83] §71298] 4747.29] 13460.27] 3527 24.36]32.55{ 27.13
Jharkhand  ” 5078.79] 2080.04(  7158.93] 29.06]  5490.4]  2858.93]  8330.07] 34.24| £.10|37.49] 16.62
Chattisgarh . 5096.25| 1926.47] w27z 2743 558100,  2e43.00]  5024.00 20.45| .9.51)26.81| 14.26

The GST revenue of major States for the vear 2018-19 & 2019-20 is as above:
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1.2.1. Kerala has a growth rate of 9.31% and the growth rate is comparable to other similar
suate’s economies (in terms of GDP)such asTelangana, Rajasthan, Andhra Pradesh and Madhva
Pradesh, [n absolute numbers of IGST setdement, Kerala ranks in the 7th place atter the bigger
cconomics such as Uuar Pradesh, Mabarashera, Karnataka and Tamil Nadu, Andhra Pradesh,
Telangana and Kerala has more or less similar figures in IGST sertdement. The 1GST setdement
component as a percentage of State GST revenue was 55% in 2018-19 and 52.94%, in 2019-20.
While, the SGST component had shown a good growth of 14.35%. a modest growth rate of only
5.18% was achieved in the 1GST component. The reason for the fall can be mainly attributed to
the fall in tax collection of motor vehicles and building materials in 2019-20. Motor vehicle
dealers pav 80% of the GST through 1GST credit and motor vehicles as a sector contributed
18% of the GST revenue of the State in 2018-19 which was reduced to 15% in 2019-20. This is
a Rs300 crore reducrion in absolute terms. These sectors are picking up to pre-COVID-19 levels

as the e-way bill data would show,

State revenue: SGST and IGST 2018-19
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1.2.2.° GST was expected 1o boost the revenue of Kerala since GST was a destination-based tax
and Kerala was a consumer Suate. The pomter regarding this hypothesis has been validated by
All India Regudar [GST Secdement Data. However, certain factors have hindered the growth of

revenue that ought to have accrued to the state of Kerala,
1.3 Fuactors hindering growtly of revenne

1.3.1. One of the major decisions post GST was done in the 28"GST Council Mecting where
the major consumer items in the 28% tx slab was slashed o 18%. This had an estimated
revenue impact of 13000 crores annoally, Le., around 12% o 13% of GST collection, This has
taken the rate structure w a level much below the otiginally envisaged Revenue Neutral Rate
(RNR) discussed in the previous GST council meetings.

Evolution of GST rates structure
» GST Rates were initially worked out on RNR basis
* However, lower than RNR rates were prescribed on a number of items
= Items placed under 28% slab had pre-GST incidence in excess of 31%
* Items like toath paste, mineral water, soap (pre-GST incidence~30%) kept in 18% slab
* Significant post GST rate reduction and other concessions

[ —
- Threshold iareased to Ra 40 lakh in goods
os102007 B ' . Composition limit increase { Rs 75 lakh to Rs 1.5 Ceore)

101.2007 MR Comp95 ?j:':'jr:\"ﬂ'te lowered from 2% to 1% for manufacturers
280032005 Composition Scheme extended to servioes

2172018 S
22.12.2018

T 12

- o Implications has been about Ry | lac crore ina year
labout 80 services}

1.3.2. GST originally envisaged monthly provisional invoice credit matching through its svstem
of GSTR 1-2-3 returns. Duc to technical issues, this system was not implemented. Instead, a
summary seuement in the form of GSTR 3B and a sales reurn in GSTR 1 was implemented.
GSTRI enabled auto generaton of GSTR 2A (auto populated purchase). GSTR | was not
mandazed to be filed seriatly (one could file GSTR 3B without filing GSTR 1). So. there was no
linkages of GSTR 3B with GSTR 2A and GSTR 1 (sales and purchase). Therefore, credic
maiching was virtually nonexistent and had to be done on case-bv-case basis through
departmental intervention. En an analvsis conducted by Department of Revenue Governmene of
India, it was found that in FY 2018-19 the total difference in FORM GSTR-2A and FORM
GITR-3B is 13% of rtowl GSTR-2A. Therefore, approximarely 13% of the ol credit lies
unmatched in the system.

! Graphic courtesy GST Council Agenda Nortes
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1.3.3. fThe abrogation of GSTR 1-2-3 returns had made the 1GST setdement mechanism faulty.
R “This was compounded with fake invoicing and fake credic ar national level. Ineligible credit and
i . : oither credit reversals could not be properly accoined in the 1GST scrdement algorithm, This
£ has been pointed out in the CAG’s report on GST.

1.3.4. Kerala being a consumer State, the above structural issues have affected the 1GST
3 - '
seitlement revenue due to the Seate.
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2. Secctor wise GST revenue of Kerala
2.4, Orervien

2.1.1. The aliernative word of GST is destinadon-based consumption tax. Conceprually and
ideally what Kerala Government gets as GST revenue from goods and services is the reflection
of its economy’s final consumption. State’s revenue from G8T from the sectoral perspecuve -
commaodities (goods) and service groups - is analyzed based on the data of tax remitances made

by the registered raxpavers through their periodical returns (monthly and quareerly).

2.1.2. Classifving waxpavers on the hasis of commodity and service groups and colladng the
required data from the GSTN (Goods and Services Tax Network) is challenging. The Kerala
State GST Department in association with Indian Institute of Information Technology and
Management -Kerala (LHTM-K), had ventured Secroral Classification of Tax Payers based on
GST and other external data using Data Analvtics. As the first phase of the study, the State GST
Department had completed the Sectoral Classification of Goads into 66 Sectors and Service into
27 Sectors using various data sets like GSTR 1, GSTR 2A, ¢ way bill data and registration

datascts.

2.1.3. For analvtical purposc, the tax revenues of GST from goods and services are grouped
into sixteen (16) major commodity groups (goods) twelve major (12) services groups for the
purposc of this studv. For the sake of the analysis each group is designated as ‘Sector” though it
is not head-on comparable with the scctors and sub-sectors under Gross Domestic Product
(GDPY. 5 or Lo i ihionf i 10 cominadity armnps)

2.1.4. The tax revenue from the rewrns Return GSTR-3B and PMT 08/GSTR-4) of the
taspavers submitted are analyzed and appropriately grouped under the commodity and services
on the “related retirn period fiability basis.” For vear on vear (2018-19 and 2019-20) and Covid period
(March to August 2019 & 2020) analysis, the related returns (monthly/ quarterly) submitted till
September 30, 2020 are wken. (Tor example, if a taxpayer failed to submit the March 2020 return but
snbmitted it belated before Scptenibor 30,2020, then their tax: revenne is considered for analysisy. This exercise
is done to ensure and compare the revenue and consumption pattern during pre- and post-

COVIED periods as accurately as possible.

2.1.5. By doing the above process, 91.8 per cent of returns during the period from March 2019
10 August 2019 and 64.5 per cent during the period from March 2020 o August 2020 are

included in the tax remittance for the velevant six months period R v vne o fovnims
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2.1.6.  The Bector-wise commodity and Service groups fax revenue from the introduction of ‘ﬁ;
: T - =
: GST for thejthree vears period with its percentage sharéion total and growth rate for 2019-20 z

over 2018-19 is depicted in Tuble Nl {Annexures): ES]ﬁcc GST was introduced only in July

- . . ‘ Fr . . .
2017, the growth rate calculaton by taking 2017-18 as-basé vear does not give a true picture antd

is hence not Atrempted. "‘
i
| E
:
i i
Others, 2706, 18%
§ ¢ 5 3934,26% B
iy L. o
I . i
i , by o
s ' ]
: ‘ewellery;427, 3% £ 1 A
! Industrlal Goods, 448, ] ; 1.:?
i 3% ‘l t
£ Agric;mure,nairy and - ; 3
Forestry, 552,4% i
ifrovlsions and ‘a
Grgcery items, 614, A;;
| T %
1 Lomtery, 537, 4% 4
H itomobite, 2822, 1 f
E Medicine and ! %
i Medical products, L el ' .g,
808, 5% Ehscirguics, 2200, 1 é‘{
; 1a% :
T,
3 ! A
x 3:
i t
B ]
L = Other services, 495, 4
i 18% T
; Financial services, H
H
o Profossional senvces, .
hin, 3% -
| -“{
B Travéel and Food 'J
serviges, 177, 5% -t
] i
L

B Telecoand Data "3
i i
services; 540, 15%

.Constrnuction services,
802, 23%

o Support Sersice:,
S50, 16%

2.1.7. Similarly, Table No.2 tAnacxures) depicts the secr(')f;}‘;ls@é tax revenue comparison during

¥ R - : .
the six months COVID-19 induced period (March 2020._1__‘;‘. ugust 2020) with previous year’s
S

normal period. Also, expected tax revenue from the pendingiteturns duning these six months

period is also projected.

218 As the mm];ysis is made on the premises of GST revénuerremittance taken on the “related

returt period liability basis’ any comparison of these figureiy

h month-on-month remitrance

total tax revenue under cach

i
+
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T
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sector represents the net axes (after deducring eligible inpur tax credits) remitted by the taxpaver

through their periodical returns under different tax rates for each of the goods/services.

Impact of COVID on GST revenue (Goods)

7500 - -0.60
# -52%
§ 2000 » 47% 0.50
e . 1% o .a1% ® 42% g4
< 1500 B
£ » -31% -0.30
= -
< 1000 * 22% 0.20
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. N o e = 500
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22 Sector-wive tax revensie from Goods and Services

2.2.1. Goods constitute around 82 per cent of the GST revenue in Kerala. The analysis of the
{6 commodity groups reveals thai the three major commodity groups contributing around 50
per cent share of the total GST revenue of the State. They are Building materals, Automobiles,
[lectrical and Electronics. This share shows a slight reduction of 2 per cent during 2019-20 as
the COVID-19 impact started during the month of March 2020, Under GST, lottery is
categorized as Goods and it constitutes an average 3 per cent share in the towl revenue. Around
nine hovschold dailv consumption commaodity groups like Provisions and grocery, Agriculture,
Jewellery, Textiles, FMCG. House hold articles, Foorwear and other goods constitute around 18
per cent of the total GST of the State.

222, Services constitute 18 per cent of the GST Revenue in Kerala. The revenue from services
is disproportionately low when compared to the service heavy nature of the state GSDP. This is
due o the GST exemptions granred to the services related to education and healtheare which
form a significant share of the scate GDP. Financial, Construction, Telecom and Support
services constitute 14 per cent of the total GST revenue and around rwo third of the GST
revenue from the Service secior in Kerala. The balance cight out of 12 services like
accommaodation and food. professional, passenger transport, goods transport, lease and rental,
cducation, entertainment and other services constitute only 4 per cent of the entire GST revenue.

23 Ludividnal Secior wise anabysis
231, Major Commadity Groups

2.3.1.1. Building materials: Consumption of building material constitutes 21 per cent of the total
cconomic activity. However, the tax revenue shows a downward trend of -3.9 per cent during
2019-20 when compared to 2018-19. While observing the six months period (March to August)
of 2020 with the same period of 2019 the tax revenue showed around 37 per cent reduction.

2.3.1.2. Automaobiles: Automobiles sector having a 15 per cent share in the total revenue showed
a worst hit negative growth raie of -13.3 per cent during normal yvear of 2019-20. During the
COVID-19 affected six months it contributed only half the revenue {(negative growth of -51.9

per cent) when compare 1o the similar months of previous vear.

2.3.1.3. Electricals and Electronics: Electricals and Electronics showed a 4.6 growth rate during
2019-20 when compared io the previous vear and constitute around 11 per cent share in the
GST revenue of the State. But this during the COVID-19 period of six month’s growth plunged

down to -30L9 per cenr when compared to the previous vear's similar period.

2.3.1.4. Medicines and Medical Products: Medicines and Medical Products constitute 4.3 per cent
of the total GST Revenue in Kerala. During 2019-20 it recorded a negative growth rate of -3.9
per cent when compared to 2018-19. During COVID-19 atfected period medicine has recorded

a negative rate of -17.9 per cent.
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2.3.1.5. Lottery: Though with only a 3 per cent share in-the GST revenue lotiery showed a 14.5
per cent growth rate in GST remintance to state exchequer. During COVID-19 hit months the
revenue slashed to more than 40 percent when compared 10 last vear.

232, Major Services Groups

2.3.2.1. Financial Services: This sector constitutes around 4.6 per cent of the GST revenue of
INerala and remarked a 6.32 per cent growth during 2019-20 when compared to the previous
vear. During COVID-19 period a negative growth of  -21.7 per cent is revealed from the return

revenue,

2.3.2.2. Construction Services: [n G&T all conscruction is works contract and treated as service.
A 4.3 per cene share is the contributor from this sector to the totl GST revenue. During 2019-
20 it recorded a satsfactory growth rate of 21.7 per cent. It plunged to -44.3 percent negative
growth rates during COVID-19 period.

2.3.2.3. Suppori Services: Support Service means services provided in relations ro business or
commerce, 1t has 2.9 per cent share in the total GST and has a 5.4 per cent growth rate during

2019-20. During COVID-19 it recorded a downward growth of -38.5 per cent.

2.3.2.4. Telecom and Data Services: With around 3 per cent share in the toral the Telecom and
Dara Services depicted a 12.37 per cent growth rate during 2019-20 when compared to the
previous vear, But during COVID-19 a negartive growth of -12.5 per cent is reflected through the

LAXpUYErs return.
24 Trends of post COVHD scenaro

24.1. The following is the data obain from e-way bill regarding incoming goods to the States
and its IGST. There has been a reduction in movement of goods in 2019-20 compared w0 2018-
19, In the post COVID-19 revival months of September, October, November and December,
the transactions arc showing 14.38% increase in 2020-21 compared o 2019-20. This shows that
the economy is recovering and also that the 1GST settlement share for Kerala for the vear 2020-

21 and 2021-22 is hound o increase.
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e-Way Bill Analysis - Total of IGST due - All Goeds and Major Goods ( in crores }

ALLSECTORS
Cumulative
growth for
Sept. to Dec.
YEAR | Apr May Jun fut Aug Sep Oct Nov Det Jan feb Mar | TotaL [P
2018-19 | 1617.4¢] 2086.94( 1988.91] 2097.24] 1915.86| 2081.66] -1992.92| 1961.14] 2074.48] 2005.17) 1950.01 2317.51| 24389.28
2019-20 | 1933.20| 2019.57| 1938.13) 2032.29] 2075.95 1754.37| 1684.17] 1784.51| 1895.26) 1930.46{ 1931.06] 1361.22(22340.26 -12.23}
202021 | 281.02| 1139.32| 1639.97 1717.43] 184156 1928.69] 1951.05] 1992.46| 2273.88 0.00 0.00 0.00] 14775.38, 14.58]
AUTOMbBILES
201819 | .519.83] 53143 53593 sgasl s553.13) 29,19 475.15 46898 45037 459.82] 482.16( 580.36| 6191.95
2019-20 | T405.86] 416.77] 434.88 451.71] 54043} 39297 ' 38955 366.85] 37414 387.88 42168 287.12] 4869.84 -21.50
2020-21 053] 88.93| 225.80| 339.06] 449.40] 482.64{ 424.72) 42853 467.74] 000 0.00) 000 2%07.45 18.39
BUILDING MATERIALS
201849 | "22088| 260.46] 397.60] 37612 31943 450.68] - 476.64] 457.18] 46201] 46996 46360 532.09] 5286.74
2019.20 457.39[ 486.07) 43401 43215 337.65| 34897 378.05| 417.89] 431.08] 44635 44131 314.55) 4925.48 -14.65
2020-21 '20.?U| 313.16) 36211 37121) 34334 -334.950 449.26] 47059| 520,69 0.00 0.00 0.00] 3236.0% 15.83
ELECTRICAL AND ELECTORNIC GOODS
2018-19 | 366321 370.37] 37267 43346 340681 37845 1344.28[ 32291 412.86) 365.85] 351.05] 452.28( 4511.18
201920 | 39359} 367.23f 364.20] 407911 41431| 367.33] 28488 30204] 36537 386.50| 344.49] 237.56| 4235.41 9.52
2020-21 24.34) 216,93 387.93) 357.14] 420.76] 383.70| 36658 36392 445.15 0.00 0.00 000] 2981.23 18.55
2.5 Conelusion

2511 Around 37.5 per cent revenue loss is reflected in the 16 commodit: groups based on the

analysis made on the related return period tax revenue remittances.  This amounts to a GST

revenue loss from goads to the tne of Rs. 3063.53 crore during March to August 2020 when

compared to same period during 2019, Nevertheless, during the next couple of months from the

pending returns Rs.927 crore is expected as additional tax revenue. Once this is fully received the

revenue loss during the COVID-19 period may shrink to 26 per cent. Similarly, out of the 11

services Group Rs. 221 crores is expected as additional revenue. This may reduce the 36.8 per

cent revenue Joss to 25.36 per cent from services sector. Overall, the revenue loss is 37.4 per

cent before the remitrance of pending return period revenue. Once Rs. 1149 crore is remiteed by

the taxpavers as their pending return period due tax during a couple of months. then the COVID

revenue loss during the six months (March o August 2020) will reduce to 26 per cent.

4/12/2021 - 5
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3. Departmental interventions

311, The Kerala State GST Deparmment has undertaken various steps 0 ensure ax
compliance ranging from scrutiny of returns to searches and arrest of tax evaders. The various

eftorts inchis direction is summarized as follows:
32 Serutiny of GN'T returns

Around 58000 distinct mxpayers were selected for scrutiny centrally based on 9 risk paramerers and
mismatches for the period from 2007-18 10 2019-20. This process started in the month of February 2020
and as of December 30, 2020), 42000 notices have been issued w mxpavers secking explanation of the
discrepancies found in their returns. Some waxpayers admitredo the discrepancies pobited out in full or
in part and made volunuary payment of txes. The voluntary pavmens (SGST+CGST+IGST) reported
by the tax pavers 1o whom notices were issued comes to 158.23 crores as on November 30,2020, These
scrutinies were done by comparing varous parameters available in the GST system

33 Fomation of GST Audit wina

The nest Togeal step after scrutiny of returns s the audit of x pavers under GRT. Nudit under G is
the process of examination of records, returns and other documents maintuned by a raxable person with
referenee to his accounts 1o verify the correciness of turnover declaced. ties paid. refund claimed and
npw s credit avaited and o assess the compliance with the provisions of GST. For this, a preliminary
sirucrare has heen formaed at magor growth centers at Thirevanantbapuram, Ernakulany and Kozhikode
unlizing the afficers posred in the inwenal audic wing, This would be expanded ints a full-fledged wing in

iune with the re oargnizanon of the department based on the funcrional needs of GST,
34 = iforcenent Action

An efficient and vibrant intelligence wing is vital in the ax administradon of the State. Efficient
enforcement activiry means better 1ax compliancé which will increase the ax revenue. In spite of the
COVID-1Y siwarion, the Mobile Squads, Surveillance Squads and the special teams constitured for
disposal of shop inspection files are actively engaged in their regular work. During this period,
Inielligence Wing have made sheir presence felt in vehicle checking activities, shop inspections, second
level verification of new registrations, survey and identification of prospective tax pavers etc. A summary

of the work daone by the Squads during the period from 1# July, 2017 is given betow:
341 Vehicle Checking:

342, Mobile Squads and Surveillance Squads are actively engaged in vehicle checking and
border surveiltance activities across the State. Confiseation procecdings under Section 130 have
also been initiated in a number of cases including gold. The vehicle checking figures during the
period from 17 July, 2017 1o 317 March 2020} are as follows:

Zone No, of Vehicles Checked No. of Offences detected Collection (in lakhs)
7 s z0mw| | 201920| | zo17-18] 20819] 201930 007.18] 200819 201920
Tvpm Hni91 33T ERUR. K] 82 1,862 2962 3 e T 1859.63
Ik 134,276 ERE N 0,95, 688 1,814 2574 3,502 2351 1,5041.94 1.643.32
Rkd BIL3E3 305210 ; S00.049 1605 1473 20t 2men 90T 24 1630
Teatal 271450 i,12,004 16,64 478 4,401 A5hE) 94073 8351 3329 313295
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WNo. of Vehicles Checked
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343, Collecdon from gold:

3.4.3.1. The Department has booked many cases of transportaton of gold without proper
documents. Proceedings have been initiated under Section 129 as well as 130 of the Act. The
results are summarized hercunder:

) Canen U/n 129 (in lakhs)
Yo 201718 018-19 2019-20 2020-21 upta Nov 2020
Quy(in | Value | GST | Penadiy | Qey (in | Value GST | Pennlty | Quy {in | Value | GST | Penaley | Quyfin b Value | GST | Penahy
Grams) Geames) Grama) Granmw)
Tapin | 3791241 HC2e ] e THor | ARSI 2 [ 20056 2096 36023 224y G¥I GROG | M0 IKE2NG 53536 35,30
Ekan 3R 2334 | el RN S i R340 i 2874 | IR0 |5 | 14748 443 402 ] 83375 EIENIH 124 124
L.C AT 13 477 ST AT T 1) 1203)] s s A RAC IUASIUE S 8 TV 135 135
Tereal [EIELINA ] RLOERUN B R PR 1312 An™3 i JRLER 005 61,737 133427 ) dn23~ [ jrran [RANE] 43T | leRda2 HI.26 R’1.26
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CASES BOOKED Lifs 13 in Likhs)

Year Tinruvananthapusan lisnahubum Kovrhikenke
AT e (in Value G371 Penalye Cthers N, of Qv i Al AT Penaln {mhers
[T Cirmmyg Cares Grasm)
JEE Y R = — e — —_ e — e — = ——]
27 I8 " i " " il i 13 L} n " n "
: R RS T ] " " " 3] o 1] [ 1 1l i
| — vere
i MIUAT 1 1 [ 1 & n 4 WETH MY o3 130 n NOCASTS
“Gokd) UNDER SECTION
i 27 0
1 {umenidt
o 3 REEITRRY [BEAER] A4 33 1L fi 6423231 | 12345 .32 .52 27A4d
201 e .
1S 120 .
TOTAL i 25034 ESES 15 154 RIRLE mn 1148108 | 335534 13.5h RARS 27544
(Croakily I
3770
L L harennl) 1

344, Test Purchase:

3.4.4.1. One of the most common methods of tax evasion practiced by the dealers is non-
issuance of Invoices while making a Supply. Section 67(12) of the Act empowers the
Depariment to conduct test purchases to check whether a tax payer is issuing Invoices as
envisaged in the statute. Test purchases have turned out to be a viable method to prevent tax

evasion. Test purchase details from 17 July, 2017 are extracted hereunder:

| Zane No. of Test Purchases Conducted Irregularities Noticed / Cases Booked Penalty Collected
?.Q[T-IB 20618-19 2019-20 2017-18 2018-19 2019-20 204718 2018-19 2019-20
A e R e N 1) | 22| a6] | aag)
I pkm 0 1342 660 0 381 350 0 44.83 63.17
Kkd {} 135 0607 0 28 364 {+ 353 7.81
Total 358 1801 1806 82 660 1065 12.21 94.38 175.58
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-
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345, B

av Bill checking:

3.4.5.0. E-way Bills prescribed under Rule 138 is an important tool in preventing 1ax cvasion.

The number of EWBs getting verified, offences and irregularities detected etc. is a reflection of
the performance of the tntelligence wing. The figures for the vears 2018-2019 and 2019-2020 are

as tollows:

Zone No. of Cascs Detected Collection in Lakhs
2018-19 2019-20 2018-19 2019-20
Typm KR8 1211 351.28 821.06
Ekin 1476 1345 1306 8139
Kkd 40613 1364 429.34 89t.5
' Total 2827 3920 2i20.22 2527.06
E-way bill checking and collection
4500 - 2600
3500
2400 £
'g 3000 :.é
£ 2500 2300 =
L ]
T _O
g 2000 20 %
% 1500 3
v 2100 §
1000
500 2000
0 1900
201819 2019-20
s No. of Cases Detected  eswwm Collection in Lakhs

T W e into fosve from the fiatetaf ver 2008- 20019,

3.4.6.  Shop lnspection:

3.4.6.1. Section 67(1) of the GST Act empowers the Department 1o conduct inspection, search,

and seizure to prevent evasion of tax. The Department has conducted many inspections under
the Kerala State GST Act and KGST Acts during the period from 1% July 2017 onwards as

tollows:

S R
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Shop inspection statistics
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100 —_—
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2017-18 2018-1% 2019-20

wemm No. of Shop Inspecnon Files crcated  mmmm No. of Shop Inspection Files Disposed
e T 20 & Peniabty Collected in Lakhs

Zone No. of Shop Inspection Files No, of Shop Inspection Files Tax & Penalty Collected
created Disposed

207-18 2018-19 2019-20 2017-18 I 201819 2019.20 200718 | 201819 2019.20
Tvpu 0 14 () ] 12 91 316.85 132052
Ekm u 34 143 i 19 37 31577 112521
Kkd 0 Y 124 :_1[ 8 6d sh29 | 33730
-Tuml T T! - ﬂ-(,r?_ T _44_4 _—mltll ——39_ o I—‘)Q_ o I,I- 7125 -Q‘JH—_"L'I?..

3470 Avrest under GST act:

3.4.7.1. The Department uncarthed a major scam in arecanat involving circular trading / input
tax credit fraud in 2020, An arrest was also made in this connection and the mastermind was

remanded o judicial custody.
348, Implementation of Automatic Number Plate Reading Svstem (ANPR)

3.4.8.1. Kerala being a consumer staie, major share of goods are coming from outside the state.
Check posts were established to monitor such inward movement of goods into the state. This
ensured proper accounting of goods movement to enable cross checking of the same with
transactions declared by the tax pavers in the returns. With the rollout of GST check posts were
abolished. 2 Way bifl Svstem was introduced to track movement of goods having value above
Re. 50000, SGST departiment had deployed surveillance teams in the border areas to do
verificaton of ¢ way bill in the incoming vehicles to c¢nsure proper accounting of the
transactions. The major challenge in the new regime is inability to verify all the vehicles as done
in pre-GST regime due w lack of permanent infrasteuciure. Other challenge includes multiple

transportation using same ¢ way bill, cancelladon of e way bill after actual transportation.

3482 To deal with the situation department had implemented Auromaric Number Plate

Reading Svstem based Intelligent Goods Vehicle Surveillance system. The pilot project facilitated
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capruring of goods vehicie picture snapshot and identification of vehicle number using ANPR

svstem and eategorization of vehicle using AT The data captured is cross verified with the e-
wavhill data available in the State GST system to check the e-waybill issued to the vehicle. The
validation result is used to generate alerts to surveillance teams for initiadng appropriare remedial
action. In this rollout the Depariment had implemented real-time alerts to field surveillance units
on vehicles without e-waybills and with e-waybill having identified risk parameters for rargeted
vehicle checking. The system also gencrates alerts on suspected cases of multiple transportation
and also provides duza to identify e way bills cancelled atter ransportation of goods. The project
is being rollout 10 23 locations covering 90% of the inward vehicle movementinio the State. Out
of this, 18 locations are live now. Afier implementaton, 1.29 lakhs e-way bills has been validared
by the system, Based on alerts generated by the system, field units had identified tax evasion in
19 number of cases and collecied Rs.84.58 Lakhs. As on date ANPR System have been installed

in the tollowing locations:

District Locations
Thiruvananthapuram . Amaravaila, Uchakkada, Moolakkonam
| Kotlam - _Tr\ryanknvu T T T T

[dukki i Kumily
i Walayar, Govindapuram, Gopalapuram,

Palakkad | Velanthavalam, Meenakshipuram, Ozhalappathy,
' Nadupunni

Malappuram E Vazhikkadavu

Kozhikode i Kunhipally

Kannur i New Mahe, Koowpuzha

Kasargod !l Adur, Perla |
X |

3.4.8.3. A provisional report o the ANPR System alerts during the period from Augusc. 2020 ro

217 December, 20200 is extracted hereunder:

i Zone I Vehicele count Alcrt count Valtd EWDB count Verified count
L i _
' Trivandrum ! 17331 57,702 3973 2044
Ernakulam { 14,600,339 4,17.403 104877 59,102
Kozhikode 302008 1,73.032 20,572 L1707
Toatal 2223878 6,48137 120422 72.853

3490 Analviical tools MIS reports, backend processing and other IT mitatves

3.4.9.0. Kerala is a model 2 state where the backend systems tor GST Processes is developed by

the state itsclf based on real-time data provided by GSTN through APs. The taxpavers are
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currendy divided in the system into 4 categories based on the tax paid previous year and into 3
catepories based on the wnover, This helps the tax authority in prioritization of action and in

monitoring compliance.

3492 GST envisages a complete online and digital work flow for every officeraction viz.
Assessments adjudication, enforcement, refunds, audit, appeals and recovery. All paymeats are
also made online, Kerala has integrated major statutory functions like registration refunds
assessments and adjudication appeals pavment etc. with the GST svstem. As a result, all staguary
functions and interface with the taxpaver is now onlinc. Functionalities in enforcement module
and audit module are being integrated This has enabled the department for generating error free
reports from top down to individual officer levels at any time which will enable fruitful review
of the work. 1t also enables the Commissionerate to optimize manpower, and prioritize the
work in a realistic fashion for achieving the targets. At present, 15 officer-wise daily reports on
kev performance areas are generated from the system and are made available to all the

supervisory ofticers and the Commissionerate.

3.4.10. Parmnership with Indian Institute of Informaton Technology and Management Kerala
(THTMK):

341000, ln 2019, state SGST deparement partnered with Indian [nstitute of Informarion
Technology and Management Kerala (IINTMK), an autonomous premicr educational instirution
established by Government of Kerala for providing services to design and develop a Analytics
framework considering the requirement of Kerala specific needs, as well as analysis data from
other external agencies using Advanced Data Analytics/Machine Learning Procedures.  The
MoU provides for Integration of data sets provided by GST for analytics purpose to an Online
Analvtical Process (OLAP) using seandard procedures and make it available online, use of
Standard Exploratory analvtics on available data, application of data analytics to the data set
interpret the data, do secroral analysis, finding patterns from the data for further analvsis, find
out correlations and provide resules in the form of graphical visualization / numerical through a
standard web interface. 1 is also envisaged to use a wide range of analytics tools and
methodologies to do descriptive. diagnostic and predictive analytics based on 2 risk-based
framework for acdonable reports.

34.10.2, The following MIS reports, analytical reports and analytical tools for the

assessing authorities/ enforcement authorities and supervisory officials.

= At present there are around 70 MIS reports developed in the GST backend. 1t also
provides a 360-degree profile of the tax payers.
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* Report builder this helps the individual assessing officer of a jurisdiction to create any
number of custom-made analvtical reports and tw list out dealers falling within 2
particular criterion using various the return data registraton daca classification criteria etc.

L]

The GST Prime was developed by NIC it an Analytical Svstem / Product to help the tax
administrators to analvze and monitor the mx collection and compliance within their
jurisdiction. The system caters to the requitements of the Field-level officers and
FEnforcement/Tntelligence officers to help improve the tax collection. It provides
analyzed and acdonable veports and helps to enforce GST in a more efficient and

effective manner. At present around 30 reports are available through this functionality.
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Y
*  E-way bill analytic portal for officers developed by NIC which has E-way bill data as the
primary input. contains Search Tax-payer Profile Verification Reports, Summary Reports,
Intelligence Reports including circular trading. This analvtical portal has around 80 rvpes
of repors.
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*  Tax Analyzer portal: Developed in parinership with Indian Institute of Information
Technology and  Management Kerala @ITMK), presentdy  designated as  Digital
University of Kerala. It provides a role-based search for third party data, I'TC analvsis,
‘sectoral analysis and sectoral profile of wx payers  and other analysis developed by

INTMK.
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*  Business Intelligence and Fraud Analydics pladform: A Business Intelligence and Fraud
Analvtics placform is developed by GSTN. The BIFA poreal provides analvtic reporis on
tax gap analvsis based on GST returns e-way bills, ITC declarations nerwork analysis for
visnalizations of forward and inward supply chains for origin and distribudon of fake
[TC. related party transaction analysis, visualizing commodity supply chain Anomaly
deiection based on return level and GSTN level ratio analysis and cluster based anomaly
detecton Risk score assignments for registradon and refunds, Area or jurisdiction based
compliance and risk analvsis Idendfving inconsistent bebavior based on spike in
supplies/high 1'TC udlizadon Comparative trend analvsis based on sector and nature of
business and revenue forecasting and predicting tax pavment defauiters. It also has a
serudiny and audit selection ol. Compatison of Income tax data including Form 26A8,

with GST daca is also i the pipeline.
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34003, Mobile Applications deploved for field officers:

= . GST Application
Sintd Visit ::Lw:‘fw unregistsred Dty cofiecnon ey
Q =
Taszayer Detaitc {nforcement 15 Detation
34.t0.4. GSTR3B Detankers App:A Mobile App was developed to follow up GSTR 3B

return defaulters. This App would help the jurisdicional officers to follow up the detaulters and
record the response received from the defaulters. Here, the list of 3B defaulters under the
jurisdiction of the concerned officer wiil be available in theapp. The officer has w conduct
enquiry with the taxpaver and o enter details of enquiry in the app. Officers can contact the
return defaulters anal they tile the defaulted returns.

Cases allotted for No. of cases No. of returns

follow up in contacted as on filed on follow
December,2020 Jan 1st,2021 up
45503 36884 4855

' __View response
. G5TIN
2020 - 2021 *  Novemhnt » [ S2AADCKI19BBIZYV
- Py i Tttt - =4 Response to Telephone Call
. ' Spoke abonit Hling 38
qONTACTED S CONTACTID BUT NOT MHUD Reasons for Not Flling
T T | Others saecify
Trade Name  A. iCRAPS I Other reasons
GSTIN 3I2AAMFA4424E1ZX 1 filed
) Actian Proposed
Legal Name A M SCRAPS ‘1 pramised to pay
?_ T T '_‘H‘J_ Promised date of filing
Trade Mame  KGPS MECHANICAL PRIVATE I 18/12/2020
- LIMITED i Cantatt persan detalls to be carrectad?
GSTIN 32AADCKI198B1ZY S R
® Legal Name  KGPS MECHANICAL PRIVATE b
LIMITED }
341005, Data Collection App:The primary intention of this app is data collection by field

Officers by upload che invoice that they come across while conducting vehicle checking eic. This
uploaded dara will be used later for audit selection, investigadon, adjudication etc. so far 23248

invoices were uploaded by the officers.
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Invoice Details

GSTIN ; 32ZAATFMG243N1ZIQ
Lexol namne : MASKABA THADERS

Involte no. : L1931 €1709
Yotal : 32340.00

. o B 04/01/2021
GSTIN : 3ZAATFMG243N1ZQ R
Lepal nama : MASKABA TRADERS T
inveice oo, : 11931
Toual : 37340,00 49909
GSTIN : 22ZAATFMG243N1ZQ

Photo *
Legal name : MASKARA THADERS -
Inveice nao. : L1930
Totai: 3925%31.00

pn sakon Lhabe GSTIN : 32ABOPT7374D1ZC
Ao . A Lexnl nome : KAIPRATH THAMPAN
= -20}-0 Involce no.: 558

- Total ; 32400.00

i"'” e e -

GSTIN : 3ZAADFPS0RBLLZTY

Tuitunin shws Thata g
ST ] Lenal name : PAYITHRA JEWELLERY '
Dot 2020 Involce no, ; 981 .

Total. 31130000

B

34106, App for Survey of unregistered Persons: The data obtained from third partics

have been analyzed and a list of unregisiered persons were prepared and shared with the field
formation to conduct the survey on thesc cases and make an assessment of wrnover and compel
them to take registration if required so as t widen the tax base of the state. So far 3550 surveys

were conducted.

3.4.10.7. Field Visit App: It is mandatory to conduct filed visits prior to granting
vegistration on cases where Aadhar auchendcation failed. Officers can also conducr field visits on
suspected cases also. In order to smoothen the procedure of conducting visits, an app was

developed o record the field visit deils in android tablets provided by the deparmment.
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34108 Document Identificarion Number (DIN): In order to ensure the objectives of

transparency and accounwabiliny in tax administradon through widespread use of information
technology, the State GST deparmment has implemented a system in March 2020 for clectronic
{digital) generation of a Document Identfication Number (IDIN) for all communications sent by
the department to taxpavers and other concerned persons. Generation of DIN is meant for
digitalizing the offline communications sent from the department to taxpavers/other concerned

persons. The electronic generation of DIN and its use in official communications t taxpayers
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and other concerned persons is 2 transformative initiative. Any communication/document that is
issued withous the electronically generated 1IN shall be treated as invalid and shall be deemed o
have never been issued. Therefore, it cnsures transparency and accountability in tax
administration. The DIN deails shall be artached to all the communications sent from the
offices. The taxpayers can verity the authenticiey and genuineness of the document received by
searching DIN in the departmental website, The details of DIN generated by the department are
as shown below.

Notices Letters Orders Total
Total 16,768 1,570 1,327 19.665
3.4.109. Sectoral data and dealer classification: Sectoral information of dealers is the key

(0 targeted enforcement and audit action since the approach is varied for different types of
raxpavers in goods and services. The data collected by the GST system does not provide any
direct informadon regarding scceor level details of goods and services dealt by tax pavers. Hence,
the goods and services dealt in the GST has been classified into 63 goods and 27 service seciors.
This is also further classified into broad categories. Based on the analysis of registration data e-
wavhill data and GSTR-1 data, legacy dara and certain external data the sectoral classification of
the taxpayer is identified.

3.4.1010. This sectoral data is used for further ax analysis like irregular input tax claim like
[TC on passenger Motor Vehicles, Construction Services and goods and services used for
construction of Immovable Property (Ineligible 1TC) irregular input fax apportonment in cases
of dealers having both taxable and exempted supply etc. in this case the suspected cases of

13.000 txpavers Involving 1200 crores has been identified for action.

341001, The details are made available in the Tax Analysis Portal for users. This data is
aiso used for selection of Inspection and Audit cases. Kerala is the first seate to do such an
analysis at Sectoral level. This is also used for sectoral level collection trend analysis.

341012 Maintenance and use of third-party information repository: Uise of chird-party
transactions to match with reported daw and to increase the tax base is one of the major fearures
of modern tax administrations, Apart from the mismatches thrown up by the svseem from
returns filed by the dealers, compliance can be measured only through analysis of reported

figures with third party data.

341013, During budget speech 2020-21 it was stated that efforts will be ken to increase
the tax base of GST. The old strawegy used by the department is to go for Street Survey on
random basis without any information on a tax payer. Instead of this department has decided to
leverage the process with the used of External Data Collecdon from various sources and 1o used
Data Analvtics to process and make it useful for identification of potential uoregistered tax
pavers, To achieve this objecuve, the GST department had collected information about potential
tax pavers from all external data in the economy like commercial electricity consumption, labors
emploved, sales through c-Commerce platform, food safety license, card swiping machines.

commercial gas consumption, tlat registration, were collected from sources like KSHB, Labour
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Department, food integrators, Food Safery Authority, Banks, Registration department and Gas
Companies. The collection of this data will be a continuing process and the aim 15 10 maintain a
repository for data analytics.

3.4.10.14, lixternal Data Analysis for increasing Registration base:Since some these data
does not conain direct identifiers like GSTIN or PAN dezails department had used advanced
Data Analvtics algorithms to identify the persons registered in GST and these data were linked.
The balance-unregistered cases were provided in the Tax Analysis Portal for verification by field
formations. The field formations are provided with Tablets o conduct Survey of the
unrepistered persons and they have to update the Survey Report a mobile application. The Tax
Amalysis Portal provides facility 1o view all the external source data relaied to an unregistered
person so that. the field formations can identify the persons liable for registration ctfectvely
based information available on all data points inrespect of a person based on various parameters
like Name and Address, Phone No., PAN.etc. Using this ficld officials can proceed with best

judgment assessment. Kerala is the first state to do such an analvsis at using external dara.

3.4.10.15. The process is now ongoing in the field and the result as on date is shown below.
The drive had also created an environment that all businesses are alerted that they are monitored

closely and this excraise will have a long-lasting influence in this field.

- -

Cas M d Cases
Total Data a.v.c? . .appe ldentified as A_qc? .
collected prioritized for | with Unregistered prioritized for
processing GSTIN i verification
Bank 1,012,079 1,02.079 68,509 33,570 19953
Food 223006 21701 14,399 7302 2,265
Aggregator
Electricity 17.58.7406 34,009 13,218 400,791 40,791
Food Safewy 34724 29,183 4,151 25,032 28,499
Gas 244 10 1.18,069 10,443 1.07.626 15,002
Labour 3,44 940 23.961 11.852 14,109 15,323
Registration 27033 27033 24567 2,460 2,466
Toal 27.34.038 3.78.035 1.47.139 | 2.30.890 1.24,301
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3.4.10.16, External Data Analvsis for Cross checking of Returns: This analysis has just been
initiated. Analysis of such data shows difference with turnover declared in GST returns in many
cases. An example based on linking of GST Return Data with Bank POS dar (Card swiping

machines data) of 15 banks is given below:

| POS to GSTR 3B linking Result for 2017-18 and 2018-19

POS as a Component in
Particulars Turnover declared Turnover
less than POS
’nll ) Ly ,
70% o at-oﬂ _.:0' o/ Lo Toual
0, 4%, “
100% 69 49% 24%
Total No. of tax payers 1629 249 356 1236 | 10492 13962
Percentage 11.67 1781 255 8.85 7515 100
!
341007 Analysis shows that in 11.67% cases verified there is suppression of turnover

related to GST Rewrn. Also, component wise analysis shows that nearly 13.18 " tax payers are
showing POS transaction as a component of 25% to 100% ot their wirnover, where as 75% is
showing the component of 23% only. An analysis on this line will contribute more o the
scrutiny of returns filed by the tax pavers. This process will be replicated across various data sess
like Gas Consumpton. Food aggregator, cte. which will work as a tool to validate the self-
declaradon made by the tax payer in the GST return,
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4. Revenue Projection for Kerala from 2020-21 to 2022-23

Growth of
Projected Protected oW
Shortfall projected revenue
Revenue Revenue N
(%)
2020-21 22,232.4 32,400 10,168 10.7
2021-22 33,146.0 36,936 3790 49.1
2022-23 41,610.0 42,107 497 255
Revenue projection
» 43020 C — .- 12000
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&= Financial year
s Projected Revenue  #muBm Protected Revenue  msawmShorifall
4.1 Comments on nerense profection
4.1.1. In 2020-21 the GST collecrion is affected due o COVID. However, the post COVID

months beginning from October 2020 have shown a V shaped recovery, The building materials,
construction and automobiles sector which contribures nearly 40% of state revenue s
rebounding, The 1GST unsetded amount and revenue due 1o filing of Annual Returns of both
2018-19 and 2019-20 is expecied to reach the state coffers by the end of March 2021, At this
ratc, the expected revenue comes to around Rs 22232 Crores for this Financial Year. The
department has initated various steps such as aoadit and scruiny which will translate nto higher

revenue and improve the general compliance in the next financial years,

412, In the vear 2021.22 the GST collection will get an antomatic fillip due o resumption of
economic activities post COVID. The e-invoicing system which was rolled out in phased manner
will be fully operational for B2B transacdon from 1% Aprit 2021, This is a big boon for Kerala
which depends substantally en 1GST revenues which have to be collected from ather states,
Secondlv. in the course of implementation of GST the GST council had reduced the rates to a

level far below the recommended Revenue Neutral Rates. The course correction in this regard is
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on the agenda of the GST council which has been deferred due to COVID. This is expected to
be raken up in 2021-22, In addition, the inverted duty scructure in foorwear and testile is
expected to be tixed resulting in higher revenues from these two sectors. The linking of GSTR-
JB and GSTR-1 along with auto drafted GSTR-3B brings in input tax credit maiching. The
audit, scrutiny and enforcement measures covering the escaped revenue from the inception of
GST will start vielding recoveries in the vear 2021-22. Also, the GST Group of ministers of the
council has reached an agreemen: regarding E-way bills for intrastaie movementof gold in the
state of Kerala, further aiding revenue collection. Based on all these, the revenue expected in the
vear 2021-22 is projected at Rs 33146 Crores.

4.1.3.  Inthe vear 2022-23, the revenue is expected to increase at a normal rate compared to the
quantum jump seen in the previous vear. The benefits accruing from a seuled and restructured
GST deparument. increased audit and scrutiny, and a stable GST IT infrastructure will form the
backbone of increase in GST collection in 2022-23. The revenue cxpected at the end of 2022-23
is Rs 41610 Crores.

4.1.4. The revenue that has accrued to the state from GST has fallen short of expectations in
the last three vears. The potential of ‘destination principle’ remains only partially fulfilled.
However, sincere efforts from the Government have laid a solid foundation for future growth,
and the ironing out of technical and structural problems hold great promise for the days ahead 1
this projected revenue of Rs 41,610 crores for 2022-23 is realized, the revenue gap berween
protected revenue and projected revenue will be a relatively small amount of Rs 497 crorcs. This

will ensure smooth sailing for the state finances bevond the GST compensation period.

EES st L
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1. GST Revenue Trends

1.1 Measuring GNT revenne
.11, GST revenue accruing to the states has two major components, the SGST cellection and

IGST séttdement. The major facior of 1GST settlement is 1GST credic utilized by dealers in
Kerala for pavment of SGST in Kerala transferred by Cenual Government in cash monthly.
Other significant componenis are 1GST for interstate and import (business to consumer)
transacdons, 1GST paid in assessment. enforcement etc.  Adding 1o these components, there is
the ad-hoe 1GST seatlement that the stace has received. This is the distribution of accumulared
IGST in the IGST account done by the Central Government in the ratio of protected revenue of
all States. These ad-hoc seudemenis will be adjusted towards final setdements. Normally, final
IGST settlements should happen as and when annual returns are filed. Bur since the originally
devised GSTR 1-2-3 svstem with full invoice matching has not materialized due to technical
constraints, an interim mechanism of returns through GSTR-3B was implemented. Therefore,
due to the incompleteness of the svstem, the final sertlement has been delayved. The committee
of GST Council on 1GST is expected 1o submit its recommendations soon on the matter of final
settlements. Kerala bas received an ad-hoc setdement of Rs 2734 croses in 2018-19 and Rs
G93.53 crores in 2009-20. Also, Rs 709.36 crores was recouped from Kerala in 2019-20 as a part

of ad-hoc settdlement.

I.1.2.  In view of the above, the efticacy of GST collection can be measured only with regular
settlements (without considering ad-hoc settlements and recoupment’s), since it retlects the exact

rransactions and compliance.

1.2, Compuarison of rivenne of siales
-2018-18 . 1 " 2019-20 | Growth 18-19t0 19
- 1G5T o - 65T o5 :
STATE Loy - | oerat’ ST ot 17 ;
] Tots!
~ sgst Toi | U] sasT rmg tal s6ST | iasT | Total
Maharastra | 56540.25) 19063.70] 7600395 25.08| 62275.31] 22188.73] saesa.04] 2644 927]17.44] 1135

ttar Pradesh 19952.20) 21231.13] 41183.32| 51.55| 22043.43] 25168.59| 47212.02] 53.31 10.48]18.55] 14.64
Karnataka ! | 2341549} 13600.07] 37016.56] 36.74) 2647L74] 17347.93) 43519.73( 35.59] 13.05|27.55] 18.38
Tamil Nadu 24498.84] 12425.95| 36924.78| 33.65] 2718164 14086.41 41228.05| 34.17| 10.79] 13.26] 11.65
Gujrat | 252527 eans.23] 3s0i048| 21.28] - 2va7na2]  giss.al|  36027.82) 2430 R.11]28.67] 1248
west Bengal | 14287430 9216.88] 2410437 38.24] 1681491 10616.35] 2743126 38.70| 12,95 15.18] 13.80
Telangana 1 | 1124320 10169.04] 21432.34) 47.49] - 123577.35| 10703.70] 23681.04] 45.20| 15.42] 5.26| 10.60
Rajasthan . | -11160.24f 9392.21] 20552.45) 45.70] 12197.41] 10014.39) 2221180 45.08| '9.29) 6.62 "8.07
Kerala 1 §270.24] 10114.95] 18385.20] 55.02] 9456.64] 10629.42] 20096.05) 5194|1435 538 9.3
Andhra Pradesh | 8896.93] 2662.54] 1m550.07] s208]  soesas] 107s2.63] 20007.82] s3.78] .e.14|1159] .02

Delhl - B 108920 ssm.03) 167s.27] 35.47] ai9ss.a0]  7948.26] 19936.35] 39.87] 20.60{35.20] 19.25
Haryana R 1600.38] 3876.65] 1656656 2340 1392194  5517.47] 19439.42] 2338 9.mlan33f 17.34
Madhya Pradesh | m033.23] e931.99] 1ees.m] s2.65]  eansyl 10504.21] 19344.73) s5.30] 10.05]17.60] 14.09
Bihar N 487216 e80! 132007 e3.z0]  5Baz)6l  9ea108| 15783.24] 62.99| 19.91f18.80] 19.m
Punjab ‘ 5401.19) - 581717} 1121835| 51.85] 6132.66f 7641.81] 13774.46| 55.48| 13.54]21.37] 22.79
Odisha ¥ 006.17] 3581470 1058764] 33.83] §71298] 4747.29] 13460.27] 3527 24.36]32.55{ 27.13
Jharkhand  ” 5078.79] 2080.04(  7158.93] 29.06]  5490.4]  2858.93]  8330.07] 34.24| £.10|37.49] 16.62
Chattisgarh . 5096.25| 1926.47] w27z 2743 558100,  2e43.00]  5024.00 20.45| .9.51)26.81| 14.26

The GST revenue of major States for the vear 2018-19 & 2019-20 is as above:
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1.2.1. Kerala has a growth rate of 9.31% and the growth rate is comparable to other similar
suate’s economies (in terms of GDP)such asTelangana, Rajasthan, Andhra Pradesh and Madhva
Pradesh, [n absolute numbers of IGST setdement, Kerala ranks in the 7th place atter the bigger
cconomics such as Uuar Pradesh, Mabarashera, Karnataka and Tamil Nadu, Andhra Pradesh,
Telangana and Kerala has more or less similar figures in IGST sertdement. The 1GST setdement
component as a percentage of State GST revenue was 55% in 2018-19 and 52.94%, in 2019-20.
While, the SGST component had shown a good growth of 14.35%. a modest growth rate of only
5.18% was achieved in the 1GST component. The reason for the fall can be mainly attributed to
the fall in tax collection of motor vehicles and building materials in 2019-20. Motor vehicle
dealers pav 80% of the GST through 1GST credit and motor vehicles as a sector contributed
18% of the GST revenue of the State in 2018-19 which was reduced to 15% in 2019-20. This is
a Rs300 crore reducrion in absolute terms. These sectors are picking up to pre-COVID-19 levels

as the e-way bill data would show,

State revenue: SGST and IGST 2018-19
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1.2.2.° GST was expected 1o boost the revenue of Kerala since GST was a destination-based tax
and Kerala was a consumer Suate. The pomter regarding this hypothesis has been validated by
All India Regudar [GST Secdement Data. However, certain factors have hindered the growth of

revenue that ought to have accrued to the state of Kerala,
1.3 Fuactors hindering growtly of revenne

1.3.1. One of the major decisions post GST was done in the 28"GST Council Mecting where
the major consumer items in the 28% tx slab was slashed o 18%. This had an estimated
revenue impact of 13000 crores annoally, Le., around 12% o 13% of GST collection, This has
taken the rate structure w a level much below the otiginally envisaged Revenue Neutral Rate
(RNR) discussed in the previous GST council meetings.

Evolution of GST rates structure
» GST Rates were initially worked out on RNR basis
* However, lower than RNR rates were prescribed on a number of items
= Items placed under 28% slab had pre-GST incidence in excess of 31%
* Items like toath paste, mineral water, soap (pre-GST incidence~30%) kept in 18% slab
* Significant post GST rate reduction and other concessions

[ —
- Threshold iareased to Ra 40 lakh in goods
os102007 B ' . Composition limit increase { Rs 75 lakh to Rs 1.5 Ceore)

101.2007 MR Comp95 ?j:':'jr:\"ﬂ'te lowered from 2% to 1% for manufacturers
280032005 Composition Scheme extended to servioes

2172018 S
22.12.2018

T 12

- o Implications has been about Ry | lac crore ina year
labout 80 services}

1.3.2. GST originally envisaged monthly provisional invoice credit matching through its svstem
of GSTR 1-2-3 returns. Duc to technical issues, this system was not implemented. Instead, a
summary seuement in the form of GSTR 3B and a sales reurn in GSTR 1 was implemented.
GSTRI enabled auto generaton of GSTR 2A (auto populated purchase). GSTR | was not
mandazed to be filed seriatly (one could file GSTR 3B without filing GSTR 1). So. there was no
linkages of GSTR 3B with GSTR 2A and GSTR 1 (sales and purchase). Therefore, credic
maiching was virtually nonexistent and had to be done on case-bv-case basis through
departmental intervention. En an analvsis conducted by Department of Revenue Governmene of
India, it was found that in FY 2018-19 the total difference in FORM GSTR-2A and FORM
GITR-3B is 13% of rtowl GSTR-2A. Therefore, approximarely 13% of the ol credit lies
unmatched in the system.

! Graphic courtesy GST Council Agenda Nortes
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1.3.3. fThe abrogation of GSTR 1-2-3 returns had made the 1GST setdement mechanism faulty.
R “This was compounded with fake invoicing and fake credic ar national level. Ineligible credit and
i . : oither credit reversals could not be properly accoined in the 1GST scrdement algorithm, This
£ has been pointed out in the CAG’s report on GST.

1.3.4. Kerala being a consumer State, the above structural issues have affected the 1GST
3 - '
seitlement revenue due to the Seate.
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2. Secctor wise GST revenue of Kerala
2.4, Orervien

2.1.1. The aliernative word of GST is destinadon-based consumption tax. Conceprually and
ideally what Kerala Government gets as GST revenue from goods and services is the reflection
of its economy’s final consumption. State’s revenue from G8T from the sectoral perspecuve -
commaodities (goods) and service groups - is analyzed based on the data of tax remitances made

by the registered raxpavers through their periodical returns (monthly and quareerly).

2.1.2. Classifving waxpavers on the hasis of commodity and service groups and colladng the
required data from the GSTN (Goods and Services Tax Network) is challenging. The Kerala
State GST Department in association with Indian Institute of Information Technology and
Management -Kerala (LHTM-K), had ventured Secroral Classification of Tax Payers based on
GST and other external data using Data Analvtics. As the first phase of the study, the State GST
Department had completed the Sectoral Classification of Goads into 66 Sectors and Service into
27 Sectors using various data sets like GSTR 1, GSTR 2A, ¢ way bill data and registration

datascts.

2.1.3. For analvtical purposc, the tax revenues of GST from goods and services are grouped
into sixteen (16) major commodity groups (goods) twelve major (12) services groups for the
purposc of this studv. For the sake of the analysis each group is designated as ‘Sector” though it
is not head-on comparable with the scctors and sub-sectors under Gross Domestic Product
(GDPY. 5 or Lo i ihionf i 10 cominadity armnps)

2.1.4. The tax revenue from the rewrns Return GSTR-3B and PMT 08/GSTR-4) of the
taspavers submitted are analyzed and appropriately grouped under the commodity and services
on the “related retirn period fiability basis.” For vear on vear (2018-19 and 2019-20) and Covid period
(March to August 2019 & 2020) analysis, the related returns (monthly/ quarterly) submitted till
September 30, 2020 are wken. (Tor example, if a taxpayer failed to submit the March 2020 return but
snbmitted it belated before Scptenibor 30,2020, then their tax: revenne is considered for analysisy. This exercise
is done to ensure and compare the revenue and consumption pattern during pre- and post-

COVIED periods as accurately as possible.

2.1.5. By doing the above process, 91.8 per cent of returns during the period from March 2019
10 August 2019 and 64.5 per cent during the period from March 2020 o August 2020 are

included in the tax remittance for the velevant six months period R v vne o fovnims
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2.1.6.  The Bector-wise commodity and Service groups fax revenue from the introduction of ‘ﬁ;
: T - =
: GST for thejthree vears period with its percentage sharéion total and growth rate for 2019-20 z

over 2018-19 is depicted in Tuble Nl {Annexures): ES]ﬁcc GST was introduced only in July

- . . ‘ Fr . . .
2017, the growth rate calculaton by taking 2017-18 as-basé vear does not give a true picture antd

is hence not Atrempted. "‘
i
| E
:
i i
Others, 2706, 18%
§ ¢ 5 3934,26% B
iy L. o
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s ' ]
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] i
L
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i i
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S50, 16%

2.1.7. Similarly, Table No.2 tAnacxures) depicts the secr(')f;}‘;ls@é tax revenue comparison during

¥ R - : .
the six months COVID-19 induced period (March 2020._1__‘;‘. ugust 2020) with previous year’s
S

normal period. Also, expected tax revenue from the pendingiteturns duning these six months

period is also projected.

218 As the mm];ysis is made on the premises of GST revénuerremittance taken on the “related

returt period liability basis’ any comparison of these figureiy

h month-on-month remitrance

total tax revenue under cach
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sector represents the net axes (after deducring eligible inpur tax credits) remitted by the taxpaver

through their periodical returns under different tax rates for each of the goods/services.

Impact of COVID on GST revenue (Goods)
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22 Sector-wive tax revensie from Goods and Services

2.2.1. Goods constitute around 82 per cent of the GST revenue in Kerala. The analysis of the
{6 commodity groups reveals thai the three major commodity groups contributing around 50
per cent share of the total GST revenue of the State. They are Building materals, Automobiles,
[lectrical and Electronics. This share shows a slight reduction of 2 per cent during 2019-20 as
the COVID-19 impact started during the month of March 2020, Under GST, lottery is
categorized as Goods and it constitutes an average 3 per cent share in the towl revenue. Around
nine hovschold dailv consumption commaodity groups like Provisions and grocery, Agriculture,
Jewellery, Textiles, FMCG. House hold articles, Foorwear and other goods constitute around 18
per cent of the total GST of the State.

222, Services constitute 18 per cent of the GST Revenue in Kerala. The revenue from services
is disproportionately low when compared to the service heavy nature of the state GSDP. This is
due o the GST exemptions granred to the services related to education and healtheare which
form a significant share of the scate GDP. Financial, Construction, Telecom and Support
services constitute 14 per cent of the total GST revenue and around rwo third of the GST
revenue from the Service secior in Kerala. The balance cight out of 12 services like
accommaodation and food. professional, passenger transport, goods transport, lease and rental,
cducation, entertainment and other services constitute only 4 per cent of the entire GST revenue.

23 Ludividnal Secior wise anabysis
231, Major Commadity Groups

2.3.1.1. Building materials: Consumption of building material constitutes 21 per cent of the total
cconomic activity. However, the tax revenue shows a downward trend of -3.9 per cent during
2019-20 when compared to 2018-19. While observing the six months period (March to August)
of 2020 with the same period of 2019 the tax revenue showed around 37 per cent reduction.

2.3.1.2. Automaobiles: Automobiles sector having a 15 per cent share in the total revenue showed
a worst hit negative growth raie of -13.3 per cent during normal yvear of 2019-20. During the
COVID-19 affected six months it contributed only half the revenue {(negative growth of -51.9

per cent) when compare 1o the similar months of previous vear.

2.3.1.3. Electricals and Electronics: Electricals and Electronics showed a 4.6 growth rate during
2019-20 when compared io the previous vear and constitute around 11 per cent share in the
GST revenue of the State. But this during the COVID-19 period of six month’s growth plunged

down to -30L9 per cenr when compared to the previous vear's similar period.

2.3.1.4. Medicines and Medical Products: Medicines and Medical Products constitute 4.3 per cent
of the total GST Revenue in Kerala. During 2019-20 it recorded a negative growth rate of -3.9
per cent when compared to 2018-19. During COVID-19 atfected period medicine has recorded

a negative rate of -17.9 per cent.
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2.3.1.5. Lottery: Though with only a 3 per cent share in-the GST revenue lotiery showed a 14.5
per cent growth rate in GST remintance to state exchequer. During COVID-19 hit months the
revenue slashed to more than 40 percent when compared 10 last vear.

232, Major Services Groups

2.3.2.1. Financial Services: This sector constitutes around 4.6 per cent of the GST revenue of
INerala and remarked a 6.32 per cent growth during 2019-20 when compared to the previous
vear. During COVID-19 period a negative growth of  -21.7 per cent is revealed from the return

revenue,

2.3.2.2. Construction Services: [n G&T all conscruction is works contract and treated as service.
A 4.3 per cene share is the contributor from this sector to the totl GST revenue. During 2019-
20 it recorded a satsfactory growth rate of 21.7 per cent. It plunged to -44.3 percent negative
growth rates during COVID-19 period.

2.3.2.3. Suppori Services: Support Service means services provided in relations ro business or
commerce, 1t has 2.9 per cent share in the total GST and has a 5.4 per cent growth rate during

2019-20. During COVID-19 it recorded a downward growth of -38.5 per cent.

2.3.2.4. Telecom and Data Services: With around 3 per cent share in the toral the Telecom and
Dara Services depicted a 12.37 per cent growth rate during 2019-20 when compared to the
previous vear, But during COVID-19 a negartive growth of -12.5 per cent is reflected through the

LAXpUYErs return.
24 Trends of post COVHD scenaro

24.1. The following is the data obain from e-way bill regarding incoming goods to the States
and its IGST. There has been a reduction in movement of goods in 2019-20 compared w0 2018-
19, In the post COVID-19 revival months of September, October, November and December,
the transactions arc showing 14.38% increase in 2020-21 compared o 2019-20. This shows that
the economy is recovering and also that the 1GST settlement share for Kerala for the vear 2020-

21 and 2021-22 is hound o increase.
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e-Way Bill Analysis - Total of IGST due - All Goeds and Major Goods ( in crores }

ALLSECTORS
Cumulative
growth for
Sept. to Dec.
YEAR | Apr May Jun fut Aug Sep Oct Nov Det Jan feb Mar | TotaL [P
2018-19 | 1617.4¢] 2086.94( 1988.91] 2097.24] 1915.86| 2081.66] -1992.92| 1961.14] 2074.48] 2005.17) 1950.01 2317.51| 24389.28
2019-20 | 1933.20| 2019.57| 1938.13) 2032.29] 2075.95 1754.37| 1684.17] 1784.51| 1895.26) 1930.46{ 1931.06] 1361.22(22340.26 -12.23}
202021 | 281.02| 1139.32| 1639.97 1717.43] 184156 1928.69] 1951.05] 1992.46| 2273.88 0.00 0.00 0.00] 14775.38, 14.58]
AUTOMbBILES
201819 | .519.83] 53143 53593 sgasl s553.13) 29,19 475.15 46898 45037 459.82] 482.16( 580.36| 6191.95
2019-20 | T405.86] 416.77] 434.88 451.71] 54043} 39297 ' 38955 366.85] 37414 387.88 42168 287.12] 4869.84 -21.50
2020-21 053] 88.93| 225.80| 339.06] 449.40] 482.64{ 424.72) 42853 467.74] 000 0.00) 000 2%07.45 18.39
BUILDING MATERIALS
201849 | "22088| 260.46] 397.60] 37612 31943 450.68] - 476.64] 457.18] 46201] 46996 46360 532.09] 5286.74
2019.20 457.39[ 486.07) 43401 43215 337.65| 34897 378.05| 417.89] 431.08] 44635 44131 314.55) 4925.48 -14.65
2020-21 '20.?U| 313.16) 36211 37121) 34334 -334.950 449.26] 47059| 520,69 0.00 0.00 0.00] 3236.0% 15.83
ELECTRICAL AND ELECTORNIC GOODS
2018-19 | 366321 370.37] 37267 43346 340681 37845 1344.28[ 32291 412.86) 365.85] 351.05] 452.28( 4511.18
201920 | 39359} 367.23f 364.20] 407911 41431| 367.33] 28488 30204] 36537 386.50| 344.49] 237.56| 4235.41 9.52
2020-21 24.34) 216,93 387.93) 357.14] 420.76] 383.70| 36658 36392 445.15 0.00 0.00 000] 2981.23 18.55
2.5 Conelusion

2511 Around 37.5 per cent revenue loss is reflected in the 16 commodit: groups based on the

analysis made on the related return period tax revenue remittances.  This amounts to a GST

revenue loss from goads to the tne of Rs. 3063.53 crore during March to August 2020 when

compared to same period during 2019, Nevertheless, during the next couple of months from the

pending returns Rs.927 crore is expected as additional tax revenue. Once this is fully received the

revenue loss during the COVID-19 period may shrink to 26 per cent. Similarly, out of the 11

services Group Rs. 221 crores is expected as additional revenue. This may reduce the 36.8 per

cent revenue Joss to 25.36 per cent from services sector. Overall, the revenue loss is 37.4 per

cent before the remitrance of pending return period revenue. Once Rs. 1149 crore is remiteed by

the taxpavers as their pending return period due tax during a couple of months. then the COVID

revenue loss during the six months (March o August 2020) will reduce to 26 per cent.

4/12/2021 - 5
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3. Departmental interventions

311, The Kerala State GST Deparmment has undertaken various steps 0 ensure ax
compliance ranging from scrutiny of returns to searches and arrest of tax evaders. The various

eftorts inchis direction is summarized as follows:
32 Serutiny of GN'T returns

Around 58000 distinct mxpayers were selected for scrutiny centrally based on 9 risk paramerers and
mismatches for the period from 2007-18 10 2019-20. This process started in the month of February 2020
and as of December 30, 2020), 42000 notices have been issued w mxpavers secking explanation of the
discrepancies found in their returns. Some waxpayers admitredo the discrepancies pobited out in full or
in part and made volunuary payment of txes. The voluntary pavmens (SGST+CGST+IGST) reported
by the tax pavers 1o whom notices were issued comes to 158.23 crores as on November 30,2020, These
scrutinies were done by comparing varous parameters available in the GST system

33 Fomation of GST Audit wina

The nest Togeal step after scrutiny of returns s the audit of x pavers under GRT. Nudit under G is
the process of examination of records, returns and other documents maintuned by a raxable person with
referenee to his accounts 1o verify the correciness of turnover declaced. ties paid. refund claimed and
npw s credit avaited and o assess the compliance with the provisions of GST. For this, a preliminary
sirucrare has heen formaed at magor growth centers at Thirevanantbapuram, Ernakulany and Kozhikode
unlizing the afficers posred in the inwenal audic wing, This would be expanded ints a full-fledged wing in

iune with the re oargnizanon of the department based on the funcrional needs of GST,
34 = iforcenent Action

An efficient and vibrant intelligence wing is vital in the ax administradon of the State. Efficient
enforcement activiry means better 1ax compliancé which will increase the ax revenue. In spite of the
COVID-1Y siwarion, the Mobile Squads, Surveillance Squads and the special teams constitured for
disposal of shop inspection files are actively engaged in their regular work. During this period,
Inielligence Wing have made sheir presence felt in vehicle checking activities, shop inspections, second
level verification of new registrations, survey and identification of prospective tax pavers etc. A summary

of the work daone by the Squads during the period from 1# July, 2017 is given betow:
341 Vehicle Checking:

342, Mobile Squads and Surveillance Squads are actively engaged in vehicle checking and
border surveiltance activities across the State. Confiseation procecdings under Section 130 have
also been initiated in a number of cases including gold. The vehicle checking figures during the
period from 17 July, 2017 1o 317 March 2020} are as follows:

Zone No, of Vehicles Checked No. of Offences detected Collection (in lakhs)
7 s z0mw| | 201920| | zo17-18] 20819] 201930 007.18] 200819 201920
Tvpm Hni91 33T ERUR. K] 82 1,862 2962 3 e T 1859.63
Ik 134,276 ERE N 0,95, 688 1,814 2574 3,502 2351 1,5041.94 1.643.32
Rkd BIL3E3 305210 ; S00.049 1605 1473 20t 2men 90T 24 1630
Teatal 271450 i,12,004 16,64 478 4,401 A5hE) 94073 8351 3329 313295
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WNo. of Vehicles Checked
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343, Collecdon from gold:

3.4.3.1. The Department has booked many cases of transportaton of gold without proper
documents. Proceedings have been initiated under Section 129 as well as 130 of the Act. The
results are summarized hercunder:

) Canen U/n 129 (in lakhs)
Yo 201718 018-19 2019-20 2020-21 upta Nov 2020
Quy(in | Value | GST | Penadiy | Qey (in | Value GST | Pennlty | Quy {in | Value | GST | Penaley | Quyfin b Value | GST | Penahy
Grams) Geames) Grama) Granmw)
Tapin | 3791241 HC2e ] e THor | ARSI 2 [ 20056 2096 36023 224y G¥I GROG | M0 IKE2NG 53536 35,30
Ekan 3R 2334 | el RN S i R340 i 2874 | IR0 |5 | 14748 443 402 ] 83375 EIENIH 124 124
L.C AT 13 477 ST AT T 1) 1203)] s s A RAC IUASIUE S 8 TV 135 135
Tereal [EIELINA ] RLOERUN B R PR 1312 An™3 i JRLER 005 61,737 133427 ) dn23~ [ jrran [RANE] 43T | leRda2 HI.26 R’1.26
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CASES BOOKED Lifs 13 in Likhs)

Year Tinruvananthapusan lisnahubum Kovrhikenke
AT e (in Value G371 Penalye Cthers N, of Qv i Al AT Penaln {mhers
[T Cirmmyg Cares Grasm)
JEE Y R = — e — —_ e — e — = ——]
27 I8 " i " " il i 13 L} n " n "
: R RS T ] " " " 3] o 1] [ 1 1l i
| — vere
i MIUAT 1 1 [ 1 & n 4 WETH MY o3 130 n NOCASTS
“Gokd) UNDER SECTION
i 27 0
1 {umenidt
o 3 REEITRRY [BEAER] A4 33 1L fi 6423231 | 12345 .32 .52 27A4d
201 e .
1S 120 .
TOTAL i 25034 ESES 15 154 RIRLE mn 1148108 | 335534 13.5h RARS 27544
(Croakily I
3770
L L harennl) 1

344, Test Purchase:

3.4.4.1. One of the most common methods of tax evasion practiced by the dealers is non-
issuance of Invoices while making a Supply. Section 67(12) of the Act empowers the
Depariment to conduct test purchases to check whether a tax payer is issuing Invoices as
envisaged in the statute. Test purchases have turned out to be a viable method to prevent tax

evasion. Test purchase details from 17 July, 2017 are extracted hereunder:

| Zane No. of Test Purchases Conducted Irregularities Noticed / Cases Booked Penalty Collected
?.Q[T-IB 20618-19 2019-20 2017-18 2018-19 2019-20 204718 2018-19 2019-20
A e R e N 1) | 22| a6] | aag)
I pkm 0 1342 660 0 381 350 0 44.83 63.17
Kkd {} 135 0607 0 28 364 {+ 353 7.81
Total 358 1801 1806 82 660 1065 12.21 94.38 175.58
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345, B

av Bill checking:

3.4.5.0. E-way Bills prescribed under Rule 138 is an important tool in preventing 1ax cvasion.

The number of EWBs getting verified, offences and irregularities detected etc. is a reflection of
the performance of the tntelligence wing. The figures for the vears 2018-2019 and 2019-2020 are

as tollows:

Zone No. of Cascs Detected Collection in Lakhs
2018-19 2019-20 2018-19 2019-20
Typm KR8 1211 351.28 821.06
Ekin 1476 1345 1306 8139
Kkd 40613 1364 429.34 89t.5
' Total 2827 3920 2i20.22 2527.06
E-way bill checking and collection
4500 - 2600
3500
2400 £
'g 3000 :.é
£ 2500 2300 =
L ]
T _O
g 2000 20 %
% 1500 3
v 2100 §
1000
500 2000
0 1900
201819 2019-20
s No. of Cases Detected  eswwm Collection in Lakhs

T W e into fosve from the fiatetaf ver 2008- 20019,

3.4.6.  Shop lnspection:

3.4.6.1. Section 67(1) of the GST Act empowers the Department 1o conduct inspection, search,

and seizure to prevent evasion of tax. The Department has conducted many inspections under
the Kerala State GST Act and KGST Acts during the period from 1% July 2017 onwards as

tollows:

S R
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Shop inspection statistics
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Zone No. of Shop Inspection Files No, of Shop Inspection Files Tax & Penalty Collected
created Disposed

207-18 2018-19 2019-20 2017-18 I 201819 2019.20 200718 | 201819 2019.20
Tvpu 0 14 () ] 12 91 316.85 132052
Ekm u 34 143 i 19 37 31577 112521
Kkd 0 Y 124 :_1[ 8 6d sh29 | 33730
-Tuml T T! - ﬂ-(,r?_ T _44_4 _—mltll ——39_ o I—‘)Q_ o I,I- 7125 -Q‘JH—_"L'I?..

3470 Avrest under GST act:

3.4.7.1. The Department uncarthed a major scam in arecanat involving circular trading / input
tax credit fraud in 2020, An arrest was also made in this connection and the mastermind was

remanded o judicial custody.
348, Implementation of Automatic Number Plate Reading Svstem (ANPR)

3.4.8.1. Kerala being a consumer staie, major share of goods are coming from outside the state.
Check posts were established to monitor such inward movement of goods into the state. This
ensured proper accounting of goods movement to enable cross checking of the same with
transactions declared by the tax pavers in the returns. With the rollout of GST check posts were
abolished. 2 Way bifl Svstem was introduced to track movement of goods having value above
Re. 50000, SGST departiment had deployed surveillance teams in the border areas to do
verificaton of ¢ way bill in the incoming vehicles to c¢nsure proper accounting of the
transactions. The major challenge in the new regime is inability to verify all the vehicles as done
in pre-GST regime due w lack of permanent infrasteuciure. Other challenge includes multiple

transportation using same ¢ way bill, cancelladon of e way bill after actual transportation.

3482 To deal with the situation department had implemented Auromaric Number Plate

Reading Svstem based Intelligent Goods Vehicle Surveillance system. The pilot project facilitated

Page 17 of 29



capruring of goods vehicie picture snapshot and identification of vehicle number using ANPR

svstem and eategorization of vehicle using AT The data captured is cross verified with the e-
wavhill data available in the State GST system to check the e-waybill issued to the vehicle. The
validation result is used to generate alerts to surveillance teams for initiadng appropriare remedial
action. In this rollout the Depariment had implemented real-time alerts to field surveillance units
on vehicles without e-waybills and with e-waybill having identified risk parameters for rargeted
vehicle checking. The system also gencrates alerts on suspected cases of multiple transportation
and also provides duza to identify e way bills cancelled atter ransportation of goods. The project
is being rollout 10 23 locations covering 90% of the inward vehicle movementinio the State. Out
of this, 18 locations are live now. Afier implementaton, 1.29 lakhs e-way bills has been validared
by the system, Based on alerts generated by the system, field units had identified tax evasion in
19 number of cases and collecied Rs.84.58 Lakhs. As on date ANPR System have been installed

in the tollowing locations:

District Locations
Thiruvananthapuram . Amaravaila, Uchakkada, Moolakkonam
| Kotlam - _Tr\ryanknvu T T T T

[dukki i Kumily
i Walayar, Govindapuram, Gopalapuram,

Palakkad | Velanthavalam, Meenakshipuram, Ozhalappathy,
' Nadupunni

Malappuram E Vazhikkadavu

Kozhikode i Kunhipally

Kannur i New Mahe, Koowpuzha

Kasargod !l Adur, Perla |
X |

3.4.8.3. A provisional report o the ANPR System alerts during the period from Augusc. 2020 ro

217 December, 20200 is extracted hereunder:

i Zone I Vehicele count Alcrt count Valtd EWDB count Verified count
L i _
' Trivandrum ! 17331 57,702 3973 2044
Ernakulam { 14,600,339 4,17.403 104877 59,102
Kozhikode 302008 1,73.032 20,572 L1707
Toatal 2223878 6,48137 120422 72.853

3490 Analviical tools MIS reports, backend processing and other IT mitatves

3.4.9.0. Kerala is a model 2 state where the backend systems tor GST Processes is developed by

the state itsclf based on real-time data provided by GSTN through APs. The taxpavers are
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currendy divided in the system into 4 categories based on the tax paid previous year and into 3
catepories based on the wnover, This helps the tax authority in prioritization of action and in

monitoring compliance.

3492 GST envisages a complete online and digital work flow for every officeraction viz.
Assessments adjudication, enforcement, refunds, audit, appeals and recovery. All paymeats are
also made online, Kerala has integrated major statutory functions like registration refunds
assessments and adjudication appeals pavment etc. with the GST svstem. As a result, all staguary
functions and interface with the taxpaver is now onlinc. Functionalities in enforcement module
and audit module are being integrated This has enabled the department for generating error free
reports from top down to individual officer levels at any time which will enable fruitful review
of the work. 1t also enables the Commissionerate to optimize manpower, and prioritize the
work in a realistic fashion for achieving the targets. At present, 15 officer-wise daily reports on
kev performance areas are generated from the system and are made available to all the

supervisory ofticers and the Commissionerate.

3.4.10. Parmnership with Indian Institute of Informaton Technology and Management Kerala
(THTMK):

341000, ln 2019, state SGST deparement partnered with Indian [nstitute of Informarion
Technology and Management Kerala (IINTMK), an autonomous premicr educational instirution
established by Government of Kerala for providing services to design and develop a Analytics
framework considering the requirement of Kerala specific needs, as well as analysis data from
other external agencies using Advanced Data Analytics/Machine Learning Procedures.  The
MoU provides for Integration of data sets provided by GST for analytics purpose to an Online
Analvtical Process (OLAP) using seandard procedures and make it available online, use of
Standard Exploratory analvtics on available data, application of data analytics to the data set
interpret the data, do secroral analysis, finding patterns from the data for further analvsis, find
out correlations and provide resules in the form of graphical visualization / numerical through a
standard web interface. 1 is also envisaged to use a wide range of analytics tools and
methodologies to do descriptive. diagnostic and predictive analytics based on 2 risk-based
framework for acdonable reports.

34.10.2, The following MIS reports, analytical reports and analytical tools for the

assessing authorities/ enforcement authorities and supervisory officials.

= At present there are around 70 MIS reports developed in the GST backend. 1t also
provides a 360-degree profile of the tax payers.
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* Report builder this helps the individual assessing officer of a jurisdiction to create any
number of custom-made analvtical reports and tw list out dealers falling within 2
particular criterion using various the return data registraton daca classification criteria etc.

L]

The GST Prime was developed by NIC it an Analytical Svstem / Product to help the tax
administrators to analvze and monitor the mx collection and compliance within their
jurisdiction. The system caters to the requitements of the Field-level officers and
FEnforcement/Tntelligence officers to help improve the tax collection. It provides
analyzed and acdonable veports and helps to enforce GST in a more efficient and

effective manner. At present around 30 reports are available through this functionality.
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Y
*  E-way bill analytic portal for officers developed by NIC which has E-way bill data as the
primary input. contains Search Tax-payer Profile Verification Reports, Summary Reports,
Intelligence Reports including circular trading. This analvtical portal has around 80 rvpes
of repors.
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*  Tax Analyzer portal: Developed in parinership with Indian Institute of Information
Technology and  Management Kerala @ITMK), presentdy  designated as  Digital
University of Kerala. It provides a role-based search for third party data, I'TC analvsis,
‘sectoral analysis and sectoral profile of wx payers  and other analysis developed by

INTMK.
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*  Business Intelligence and Fraud Analydics pladform: A Business Intelligence and Fraud
Analvtics placform is developed by GSTN. The BIFA poreal provides analvtic reporis on
tax gap analvsis based on GST returns e-way bills, ITC declarations nerwork analysis for
visnalizations of forward and inward supply chains for origin and distribudon of fake
[TC. related party transaction analysis, visualizing commodity supply chain Anomaly
deiection based on return level and GSTN level ratio analysis and cluster based anomaly
detecton Risk score assignments for registradon and refunds, Area or jurisdiction based
compliance and risk analvsis Idendfving inconsistent bebavior based on spike in
supplies/high 1'TC udlizadon Comparative trend analvsis based on sector and nature of
business and revenue forecasting and predicting tax pavment defauiters. It also has a
serudiny and audit selection ol. Compatison of Income tax data including Form 26A8,

with GST daca is also i the pipeline.
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34003, Mobile Applications deploved for field officers:

= . GST Application
Sintd Visit ::Lw:‘fw unregistsred Dty cofiecnon ey
Q =
Taszayer Detaitc {nforcement 15 Detation
34.t0.4. GSTR3B Detankers App:A Mobile App was developed to follow up GSTR 3B

return defaulters. This App would help the jurisdicional officers to follow up the detaulters and
record the response received from the defaulters. Here, the list of 3B defaulters under the
jurisdiction of the concerned officer wiil be available in theapp. The officer has w conduct
enquiry with the taxpaver and o enter details of enquiry in the app. Officers can contact the
return defaulters anal they tile the defaulted returns.

Cases allotted for No. of cases No. of returns

follow up in contacted as on filed on follow
December,2020 Jan 1st,2021 up
45503 36884 4855

' __View response
. G5TIN
2020 - 2021 *  Novemhnt » [ S2AADCKI19BBIZYV
- Py i Tttt - =4 Response to Telephone Call
. ' Spoke abonit Hling 38
qONTACTED S CONTACTID BUT NOT MHUD Reasons for Not Flling
T T | Others saecify
Trade Name  A. iCRAPS I Other reasons
GSTIN 3I2AAMFA4424E1ZX 1 filed
) Actian Proposed
Legal Name A M SCRAPS ‘1 pramised to pay
?_ T T '_‘H‘J_ Promised date of filing
Trade Mame  KGPS MECHANICAL PRIVATE I 18/12/2020
- LIMITED i Cantatt persan detalls to be carrectad?
GSTIN 32AADCKI198B1ZY S R
® Legal Name  KGPS MECHANICAL PRIVATE b
LIMITED }
341005, Data Collection App:The primary intention of this app is data collection by field

Officers by upload che invoice that they come across while conducting vehicle checking eic. This
uploaded dara will be used later for audit selection, investigadon, adjudication etc. so far 23248

invoices were uploaded by the officers.
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Invoice Details

GSTIN ; 32ZAATFMG243N1ZIQ
Lexol namne : MASKABA THADERS

Involte no. : L1931 €1709
Yotal : 32340.00

. o B 04/01/2021
GSTIN : 3ZAATFMG243N1ZQ R
Lepal nama : MASKABA TRADERS T
inveice oo, : 11931
Toual : 37340,00 49909
GSTIN : 22ZAATFMG243N1ZQ

Photo *
Legal name : MASKARA THADERS -
Inveice nao. : L1930
Totai: 3925%31.00

pn sakon Lhabe GSTIN : 32ABOPT7374D1ZC
Ao . A Lexnl nome : KAIPRATH THAMPAN
= -20}-0 Involce no.: 558

- Total ; 32400.00

i"'” e e -

GSTIN : 3ZAADFPS0RBLLZTY

Tuitunin shws Thata g
ST ] Lenal name : PAYITHRA JEWELLERY '
Dot 2020 Involce no, ; 981 .

Total. 31130000

B

34106, App for Survey of unregistered Persons: The data obtained from third partics

have been analyzed and a list of unregisiered persons were prepared and shared with the field
formation to conduct the survey on thesc cases and make an assessment of wrnover and compel
them to take registration if required so as t widen the tax base of the state. So far 3550 surveys

were conducted.

3.4.10.7. Field Visit App: It is mandatory to conduct filed visits prior to granting
vegistration on cases where Aadhar auchendcation failed. Officers can also conducr field visits on
suspected cases also. In order to smoothen the procedure of conducting visits, an app was

developed o record the field visit deils in android tablets provided by the deparmment.
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34108 Document Identificarion Number (DIN): In order to ensure the objectives of

transparency and accounwabiliny in tax administradon through widespread use of information
technology, the State GST deparmment has implemented a system in March 2020 for clectronic
{digital) generation of a Document Identfication Number (IDIN) for all communications sent by
the department to taxpavers and other concerned persons. Generation of DIN is meant for
digitalizing the offline communications sent from the department to taxpavers/other concerned

persons. The electronic generation of DIN and its use in official communications t taxpayers
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and other concerned persons is 2 transformative initiative. Any communication/document that is
issued withous the electronically generated 1IN shall be treated as invalid and shall be deemed o
have never been issued. Therefore, it cnsures transparency and accountability in tax
administration. The DIN deails shall be artached to all the communications sent from the
offices. The taxpayers can verity the authenticiey and genuineness of the document received by
searching DIN in the departmental website, The details of DIN generated by the department are
as shown below.

Notices Letters Orders Total
Total 16,768 1,570 1,327 19.665
3.4.109. Sectoral data and dealer classification: Sectoral information of dealers is the key

(0 targeted enforcement and audit action since the approach is varied for different types of
raxpavers in goods and services. The data collected by the GST system does not provide any
direct informadon regarding scceor level details of goods and services dealt by tax pavers. Hence,
the goods and services dealt in the GST has been classified into 63 goods and 27 service seciors.
This is also further classified into broad categories. Based on the analysis of registration data e-
wavhill data and GSTR-1 data, legacy dara and certain external data the sectoral classification of
the taxpayer is identified.

3.4.1010. This sectoral data is used for further ax analysis like irregular input tax claim like
[TC on passenger Motor Vehicles, Construction Services and goods and services used for
construction of Immovable Property (Ineligible 1TC) irregular input fax apportonment in cases
of dealers having both taxable and exempted supply etc. in this case the suspected cases of

13.000 txpavers Involving 1200 crores has been identified for action.

341001, The details are made available in the Tax Analysis Portal for users. This data is
aiso used for selection of Inspection and Audit cases. Kerala is the first seate to do such an
analysis at Sectoral level. This is also used for sectoral level collection trend analysis.

341012 Maintenance and use of third-party information repository: Uise of chird-party
transactions to match with reported daw and to increase the tax base is one of the major fearures
of modern tax administrations, Apart from the mismatches thrown up by the svseem from
returns filed by the dealers, compliance can be measured only through analysis of reported

figures with third party data.

341013, During budget speech 2020-21 it was stated that efforts will be ken to increase
the tax base of GST. The old strawegy used by the department is to go for Street Survey on
random basis without any information on a tax payer. Instead of this department has decided to
leverage the process with the used of External Data Collecdon from various sources and 1o used
Data Analvtics to process and make it useful for identification of potential uoregistered tax
pavers, To achieve this objecuve, the GST department had collected information about potential
tax pavers from all external data in the economy like commercial electricity consumption, labors
emploved, sales through c-Commerce platform, food safety license, card swiping machines.

commercial gas consumption, tlat registration, were collected from sources like KSHB, Labour
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Department, food integrators, Food Safery Authority, Banks, Registration department and Gas
Companies. The collection of this data will be a continuing process and the aim 15 10 maintain a
repository for data analytics.

3.4.10.14, lixternal Data Analysis for increasing Registration base:Since some these data
does not conain direct identifiers like GSTIN or PAN dezails department had used advanced
Data Analvtics algorithms to identify the persons registered in GST and these data were linked.
The balance-unregistered cases were provided in the Tax Analysis Portal for verification by field
formations. The field formations are provided with Tablets o conduct Survey of the
unrepistered persons and they have to update the Survey Report a mobile application. The Tax
Amalysis Portal provides facility 1o view all the external source data relaied to an unregistered
person so that. the field formations can identify the persons liable for registration ctfectvely
based information available on all data points inrespect of a person based on various parameters
like Name and Address, Phone No., PAN.etc. Using this ficld officials can proceed with best

judgment assessment. Kerala is the first state to do such an analvsis at using external dara.

3.4.10.15. The process is now ongoing in the field and the result as on date is shown below.
The drive had also created an environment that all businesses are alerted that they are monitored

closely and this excraise will have a long-lasting influence in this field.

- -

Cas M d Cases
Total Data a.v.c? . .appe ldentified as A_qc? .
collected prioritized for | with Unregistered prioritized for
processing GSTIN i verification
Bank 1,012,079 1,02.079 68,509 33,570 19953
Food 223006 21701 14,399 7302 2,265
Aggregator
Electricity 17.58.7406 34,009 13,218 400,791 40,791
Food Safewy 34724 29,183 4,151 25,032 28,499
Gas 244 10 1.18,069 10,443 1.07.626 15,002
Labour 3,44 940 23.961 11.852 14,109 15,323
Registration 27033 27033 24567 2,460 2,466
Toal 27.34.038 3.78.035 1.47.139 | 2.30.890 1.24,301
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3.4.10.16, External Data Analvsis for Cross checking of Returns: This analysis has just been
initiated. Analysis of such data shows difference with turnover declared in GST returns in many
cases. An example based on linking of GST Return Data with Bank POS dar (Card swiping

machines data) of 15 banks is given below:

| POS to GSTR 3B linking Result for 2017-18 and 2018-19

POS as a Component in
Particulars Turnover declared Turnover
less than POS
’nll ) Ly ,
70% o at-oﬂ _.:0' o/ Lo Toual
0, 4%, “
100% 69 49% 24%
Total No. of tax payers 1629 249 356 1236 | 10492 13962
Percentage 11.67 1781 255 8.85 7515 100
!
341007 Analysis shows that in 11.67% cases verified there is suppression of turnover

related to GST Rewrn. Also, component wise analysis shows that nearly 13.18 " tax payers are
showing POS transaction as a component of 25% to 100% ot their wirnover, where as 75% is
showing the component of 23% only. An analysis on this line will contribute more o the
scrutiny of returns filed by the tax pavers. This process will be replicated across various data sess
like Gas Consumpton. Food aggregator, cte. which will work as a tool to validate the self-
declaradon made by the tax payer in the GST return,
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4. Revenue Projection for Kerala from 2020-21 to 2022-23

Growth of
Projected Protected oW
Shortfall projected revenue
Revenue Revenue N
(%)
2020-21 22,232.4 32,400 10,168 10.7
2021-22 33,146.0 36,936 3790 49.1
2022-23 41,610.0 42,107 497 255
Revenue projection
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4.1 Comments on nerense profection
4.1.1. In 2020-21 the GST collecrion is affected due o COVID. However, the post COVID

months beginning from October 2020 have shown a V shaped recovery, The building materials,
construction and automobiles sector which contribures nearly 40% of state revenue s
rebounding, The 1GST unsetded amount and revenue due 1o filing of Annual Returns of both
2018-19 and 2019-20 is expecied to reach the state coffers by the end of March 2021, At this
ratc, the expected revenue comes to around Rs 22232 Crores for this Financial Year. The
department has initated various steps such as aoadit and scruiny which will translate nto higher

revenue and improve the general compliance in the next financial years,

412, In the vear 2021.22 the GST collection will get an antomatic fillip due o resumption of
economic activities post COVID. The e-invoicing system which was rolled out in phased manner
will be fully operational for B2B transacdon from 1% Aprit 2021, This is a big boon for Kerala
which depends substantally en 1GST revenues which have to be collected from ather states,
Secondlv. in the course of implementation of GST the GST council had reduced the rates to a

level far below the recommended Revenue Neutral Rates. The course correction in this regard is
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on the agenda of the GST council which has been deferred due to COVID. This is expected to
be raken up in 2021-22, In addition, the inverted duty scructure in foorwear and testile is
expected to be tixed resulting in higher revenues from these two sectors. The linking of GSTR-
JB and GSTR-1 along with auto drafted GSTR-3B brings in input tax credit maiching. The
audit, scrutiny and enforcement measures covering the escaped revenue from the inception of
GST will start vielding recoveries in the vear 2021-22. Also, the GST Group of ministers of the
council has reached an agreemen: regarding E-way bills for intrastaie movementof gold in the
state of Kerala, further aiding revenue collection. Based on all these, the revenue expected in the
vear 2021-22 is projected at Rs 33146 Crores.

4.1.3.  Inthe vear 2022-23, the revenue is expected to increase at a normal rate compared to the
quantum jump seen in the previous vear. The benefits accruing from a seuled and restructured
GST deparument. increased audit and scrutiny, and a stable GST IT infrastructure will form the
backbone of increase in GST collection in 2022-23. The revenue cxpected at the end of 2022-23
is Rs 41610 Crores.

4.1.4. The revenue that has accrued to the state from GST has fallen short of expectations in
the last three vears. The potential of ‘destination principle’ remains only partially fulfilled.
However, sincere efforts from the Government have laid a solid foundation for future growth,
and the ironing out of technical and structural problems hold great promise for the days ahead 1
this projected revenue of Rs 41,610 crores for 2022-23 is realized, the revenue gap berween
protected revenue and projected revenue will be a relatively small amount of Rs 497 crorcs. This

will ensure smooth sailing for the state finances bevond the GST compensation period.
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