New norms for Excise and Service Tax Audits
[bookmark: _GoBack]CBEC has revised Central Excise and Service Tax Audit norms to be followed by the Audit Commissionerates vide circular no. 995/2/2015-CX dated 27th Feb’2015. This has been done to overcome the difficulties faced in selection of the units for audit under the existing norms which are based on single criterion, namely, the threshold limits of taxes paid in the previous financial year.
Below are the revised guidelines:
1. Annual plan for audit coverage:
a. Annual audit plan indicating the name of the assessees to be audited during the course of the year (1st July to 30th June next year) shall be released by the Audit Commissionerate by 31st May of each year.
b. It shall consult the zonal units of Directorate General of Audit while finalising the Annual Audit Plan.
c. To ensure adequate coverage, the assessees shall be categorised in large, medium and small enterprises based on their annual value of clearances/services provided and the total duty/taxes paid.
d. The frequency of audit, composition, deployment etc. would be decided based on the size of the assessee.

2. Selection methodology:
a. Shall be based on the risk evaluation methodology prescribed by Directorate General of Audit.
b. Shall be communicated to Audit Commissionerate during the month of March/April every year.
c. National Risk Managers (NRM) and Local Risk Managers (LRM) shall handle the risk assessment function.
d. Apart from above, it can select few units for audit randomly or based on local risk perception.
e. The revised guidelines shall be effective from 1’July2015.

3. Theme based coordinated audits:
a. Theme shall be selected by the Directorate General of Audit.
b. Shall be based on systematic and methodical risk analysis of internal taxpayer data, economic indicators etc.

4. Other key aspects:
a. Frequency and periodicity of audit shall not be less than three years in case of the assessees granted with ‘Accredited’ status based on their proven track record of tax compliance.
b. The procedure and criteria for accreditation shall be communicated separately.
c. In case of audit of a LTU, 80% and 20% of the manpower shall conduct audit and do headquarters functions respectively. 

Attached here is the circular no. 995/2/2015-CX and the method of accreditation in  Customs:




Sources: Circular No. 995/2/2015-CX and internet. 
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CIRCULAR  NO.  42/2005-Cus


F.No.450/66/2005-Cus.IV 
Government of India
Ministry of Finance


Department of Revenue
Central Board of Excise & Customs


November 24th, 2005


Subject: Introduction of Accredited Clients Programme (ACP)- regarding-


I am directed to invite your attention to Board's circular letter F.No.450/30/2003-Cus-IV dated 4th April, 2003 on Self 
Assessment Scheme for Accelerated Clearance of Import/Export Cargo and Board’s Circulars issued vide F. No. 446/ 5/ 97- CUS.IV 
No. 63/97-Cus dated 21/11/97 on Fast Track Clearance. An Inter Ministerial  Group (IMG) headed by Secretary (Revenue) consisting 
of  representatives from Ministry of Shipping, Ministry of Commerce, Planning Commission besides CBEC, deliberated on the issue of 
internationally accepted method of assessing various types of cargo and prescribing procedure for efficient Customs clearance. IMG 
recommended to Introduce Risk Management System (RMS) as a measure of trade facilitation and for  selective screening of only 
high risk cargo for customs examination. Such systems should provide for a special customs clearance procedure for authorized 
persons (Accredited Clients) having good track record and who meet specified criteria identified by the Customs.


2.         Accordingly, the Board has decided to introduce the Risk Management System (RMS) with the “Accredited Client’s 
Programme” (ACP) as its major component. The objective of the programme is to grant assured facilitation to importers who have 
demonstrated capacity and willingness to comply with the laws Customs department is required to implement. With the 
implementation of the Risk Management System, this programme will replace all existing schemes for facilitation in the sites where 
RMS is implemented. The RMS is scheduled for implementation from November, 2005 onwards in a phased manner, beginning with 
the Air Cargo Complex, Sahar, Mumbai. The dates for implementation would be announced separately.


3.         The goal of the Risk Management System (RMS) is to enable the department to strike an appropriate balance between trade 
facilitation and enforcement. Under the RMS, Bills of Entry filed by importers in the Indian Customs EDI System will be processed for 
risk and a larger number of consignments will be allowed clearance based on the importer’s self assessment without examination, 
after checking the marks and numbers on the packages or in the case of Full Container Load (FCL Cargo), the container numbers and 
seals, and after taking over the relevant documents from the importers. Other consignments would be selected for Appraisement or 
Examination or both depending on the evaluation of risk by the RMS. 


4.         Upon introduction of RMS, Concurrent Audit shall be replaced by Post Clearance Audit for all importers. Post Clearance Audit 
will be carried out on Bills of Entry selected by the Risk Management System. 


5.         Importers registered by the department as “Accredited Clients” under the Accredited Clients Programme will form a separate 
category to which assured facilitation would be provided.  Except for a small percentage of consignments selected on a random basis 
by the RMS, or cases where specific intelligence is available or where a specifically observed pattern of non-compliance is required to 
be addressed, the Accredited Clients will be allowed clearance on the basis of self assessment i.e. as a matter of course, clearance 
would be allowed on the basis of their declarations, and without examination of goods. Further, this benefit would be available to the 
registered Accredited Clients at all the ports in the country where EDI and the RMS are operational. It is expected that this measure 
will bring about drastic reduction in the dwell time of cargo and transaction costs for such importers.


6.         Considering the likely volumes of cargo that would be imported by the Accredited Clients, Custom Houses may create 
separately earmarked facility/counters for providing customs clearance service to the Accredited Clients. Commissioners of Customs 
are also required to work with the Custodians for earmarking separate storage space, handling facility and expeditious clearance 
procedures for these clients.  Further IMG has also recommended ‘faster delivery system by creating separate area in the port 
premises clearly earmarked for immediate delivery of cargo to specified accredited importers’. The matter should be taken up with port 
authorities for having a ‘separate area’ for accredited importers.


7.         The importers desirous of availing the facility as “Accredited Clients” are required to apply for registration under the scheme 
using the Application form attached at Annex – 1. Importers meeting the following criteria shall be the eligible under the Accredited 
Clients Program:


(i) They should have imported goods valued at Rs Ten Crores [assessable value] in the previous financial year;  or  paid 
more than Rs One Crore of Customs duty in the previous financial year; or, in the case of importers who are also 
Central Excise assessees, paid Central Excise Duties over Rs. One Crore from the Personal Ledger Account in the 
previous financial year.


(ii) They should have filed at least 25 Bills of Entry in the previous financial year in one or more Indian Customs stations.


(iii) They should have no cases of Customs, Central Excise or Service Tax booked against them in the previous three 
financial years.  Cases booked would imply that there should be at least a show cause notice, invoking penal 
provisions, issued to an importer.


(iv) They should also not have any cases booked under any of the Allied Acts being implemented by Customs.  


(v) The quality of the submissions made by the applicants to Customs should be good as measured by the number of 
amendments made in the bills of entry submitted by them in relation to classification of goods, valuation and claim for 
exemption benefits. The number of such amendments should not have exceeded 20% of the bills of entry during the 
previous financial year.


(vi) They should have no duty demands pending on account of non-fulfillment of Export obligation.
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(vii) They should have reliable systems of record keeping and internal controls and their accounting systems should conform 
to recognized standards of accounting. They are required to provide the necessary certificate from their Chartered 
Accountants in this regard as per format given in the Application form. 


For qualifying for the ACP, the applicants will have to satisfy any one of the criteria set out at serial number (i) and all the other criteria 
set out above. Further, the accreditation would initially be valid for a period of one year and would be renewable thereafter upon a 
review of the compliance record of the Accredited Client.


8.          The Board is shortly establishing the ‘ Risk Management Division’ in the Directorate General of Systems, which will inter alia
be administering the Accredited Clients Program. The list of Accredited Clients will be maintained centrally in the Risk Management 
System. Pending the establishment of the division, the importers may apply to the Commissioners in charge of the ports through 
which they import goods. The Commissioners will, after scrutiny of the applications, forward them to RMS project team in the 
Directorate of Systems with their recommendations.


9.          The importers who have been granted the status of Accredited Clients will be required to maintain high levels of compliance. It 
will be closely monitored by the Risk Management Division in co-ordination with the Commissioners of Customs and where 
compliance levels fall, the importer will first be informed for improvement. In case of persistent non compliance, the importer may be 
deregistered under the Accredited Client’s Program. 


10.        In order to ensure that there is no misuse of the program by imposters (persons who assume the Accredited Client’s name and 
identity), it would be mandatory for the accredited clients under the ACP to file bills of entry using digital signatures. Therefore, 
importers are advised to obtain Digital Signature Certificates being issued by CBEC. Where the Accredited Clients are filing their 
documents through their Custom House Agents, they must advise their Custom House Agents to file their bills of entry using digital 
signatures granted to them by the department. For obtaining Digital Signature Certificates, the trade may visit the site at 
www.icert.gov.in .


11.        Additionally, all bills of entry must be filed by Accredited Clients through the ICEGATE facility and duty in respect of these 
consignments must be paid though such Clients’ bank account at the designated bank. 


12.        Initially, this scheme will be launched for Imports at Air Cargo Complex, Sahar where the RMS roll out is likely to commence in 
the month of November 2005. This would be followed by the progressive roll out of the RMS at other locations where EDI is 
operational. The importers who are registered as Accredited Clients under the ACP scheme would get its benefits at all the locations 
where RMS is operationalised. To facilitate migration of the eligible importers to the new scheme, it has been decided that its benefits 
would be automatically extended to importers who are availing of any of the existing facilitation schemes for a period of three months. 
This is to enable such importers to apply for the Accredited Clients Programme and get registered under it. It is also clarified that the 
existing schemes for facilitation would continue at each of the EDI sites till the RMS is implemented at that site.


13.        Detailed instructions as regards the other aspects of the Risk Management System will follow.


14.        The details of the ACP scheme along with the Application Package are available at www.cbec.gov.in  and 
www.icegate.gov.in . Wide publicity may be given to this scheme through the recognized trade bodies and chambers of commerce. 


15.        Receipt of this Circular may be acknowledged. 


Annex -1


  Application form for Accredited Clients Programme:


(Please refer to Para 7 of the Circular)


Sl 
No


1 Name of the Importer


2 PAN based BIN
[Self Attested copy of PAN number to be attached with 
Application form ]


3 IEC


4 Date of Issue of IEC


5 State whether a Manufacturer or Trader with details of 
major items  Manufactured and/or imported


6 Constitution of business. 
Proprietorship,
Partnership  
Registered Co.  
Unregistered Co.   
Trust   
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Society   
others  


7 Bank Account Details with Account No & Name of the 
Bank, Address and date since operated.


8 History of the Importer.
Whether any business was owned by the importer in the 
past, if so previous PAN, IE Code, Central Excise 
Registration Number, with all details including address, 
telephone number, fax no, Email Address.


9 Do you posses any Quality Accreditations such as ISO? 
If yes, please specify the particulars.


10 Have you implemented any ERP solutions for your 
accounting, inventory control and logistics? If yes, 
please specify the package.


11 Mention your Joint Venture partners, if any with details 
i.e Address, Telephone, Fax, 
E-Mail. 


12 Corporate Address 
City
State
PIN
Telephone No
FAX Number
Email Address


13 Managing Director / Chief Executive officer
Name
Address
PAN No 
Telephone
Fax
E-mail Address


14 Directors/Partners
Name
Address
PAN
Telephone
Fax
E-mail Address


15 Are the Managing Directors and Directors of the 
applicant Company listed as directors of any other 
Company? If yes, please furnish the particulars


16 Name of the Department(s)  handling Customs matters
Name(s) of the person (s)  in charge
Address
Telephone
Fax
E-mail Address
(Port wise details to be furnished if applicable)


17 List of Outsourced activities relating to Customs 
and respective firms/persons (Inland transporters, 
logistics, freight forwarders etc., )     Name of the 
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Declaration:


1. I/We hereby affirm that the particulars furnished above have been verified from my/our internal records and are true and 
complete disclosures. I/We accept that any discrepancy noticed by the department may debar us at the threshold or at any 
stage thereafter from obtaining/continuing with the Accredited Client Status. Any change in the said particulars will be 
intimated to the Commissioner of Customs within a fortnight of such being occasioned. 


firm:                          
Activity:                                                                        
Address:                                                                                   
Telephone:                            
Email Address:


18 List of Custom House Agents employed at each 
port, with date (s) of appointment of the CHA.
CHA-Name:  
Port:
CHA address:
Phone: 
Email address: 


19 Customs Special Valuation Branch [SVB] 
Registration Number, if any, with details including 
that of last review by the Custom House 


20 Central Excise registration No (s)
Date of Issue
Commissionerate
Division
Range


21 Service Tax Registration No
Date of Issue
Commissionerate
Division
Range


22 No of Bills of Entry filed at each port in the 
previous financial year. Please furnish the details 
port-wise.


23 Value of Imports at each port and total duty paid in 
the previous financial year. 


24 Details of  disputes pending with the Customs (pl 
attach a brief about each dispute from the 
Company’s perspective)


25 Has the applicant been penalized under Customs 
Act/Central Excise Act/ Service Tax and/or any 
other enactments implemented by the Customs 
department, in the previous 3 financial years? If 
Yes, Details of the connected Show cause notice
(s), adjudication order(s) etc may be furnished, 
along with the present position of the cases, if 
pending in Appellate or Judicial forums.


26 Have the Managing Director or any of the 
Directors been penalized under Customs Act or 
Central Excise Act/Service Tax enactment? 
Details if yes


27 Are you enjoying Green Channel/Fast Track 
facility at any port today? If yes then list the ports 
and the date(s) from which the facility is being 
availed of. 


28 Name and designation of the Authorized Signatory
PAN No of Authorized signatory 
Address
Telephone No
FAX number
Email Address
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2. I/We understand that the Accredited Client status which may be conferred on us is an expression of the Customs department’s 
trust in my/our ability and willingness to comply with the Acts, Rules, Regulations and policies that the Customs department is 
required to implement.


3. I/We have understood the conditions listed in the Accredited Client Program document for continued enjoyment of the status 
and undertake to abide by them. We also understand that waiver of examination of our documents or goods cannot be 
claimed as a legal right by me/us in every instance.


4. I/We are willing to align our systems with the requirements of the Customs department and incur reasonable expenditure on 
such initiatives. 


5. I/We accept that the decision of the Customs department in any matter concerning grant, revocation or curtailment of the 
Accredited Client status will be final and binding on me/us. 


Date:


Place:


Authorized Signatory


Name
Designation
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Circular No. 995/2/2015-CX


dated the 27th Feb., 2015


F. No. 206/03/2014-CX.6
Government of India
Ministry of Finance


Department of Revenue
Central Board of Excise and Customs


To
The Principal Chief Commissioners/Chief Commissioners of Central Excise and 


Service Tax (All),
The Director General of Service Tax,
The Director General of Central Excise Intelligence,
The Commissioners of Service Tax (Audit) (All)
The Commissioners of Central Excise (Audit) (All)


Madam/Sir, 


Subject: Central Excise and Service Tax Audit norms to be followed by the 
Audit Commissionerates–reg


1. Audit Commissionerates have been created with an objective to improve the 
functional efficiency of audit in the field formations. An effective taxpayer 
audit plays a key role in improving compliance and augmenting tax revenues.
It is one of the important compliance verification tools available to the tax 
administration to verify the correctness of the taxes self-assessed and 
reported in the tax returns besides complying with other legal obligations.


2. In the past, norms / guidelines were issued by the Board for conduct of audit by 
the Commissionerates. The existing norms / guidelines for selection of units 
for audit are based on a single criterion, namely, the threshold limit of taxes 
paid in the previous Financial Year. Taxpayers are categorizedinto mandatory 
and non-mandatory units based on taxes paid and the units are required to be 
audited as per the frequency norms stipulated for each category. The 
criteria adopted do not take into account the risk factors and the resources 
available for undertaking audit. The uniform norms and frequency prescribed 
for conducting audits across the Commissionerates also do not factor in 
crucial inputs such as the assessee base, availabilityof manpower and the risk 
indicators for selection of units for conducting audit. The audit coverage in 
Service Tax has been below the satisfactory levels on account of huge 
taxpayer base and limited availability of manpower in major cities such as 
Mumbai, Delhi, Bengaluru, etc.


3. In the background of creation of exclusive Commissionerates to deal with audit 
and having regard to the difficulties faced, and also the experience gained 
with regard to audit coverage in the past, it has been decided to revise the 
existing norms for conduct of audit and issue fresh norms / guidelines taking 
into account the availability of manpower in the Audit Commissionerate. The 
new norms move away from the concept of mandatory and non-mandatory 
audits and do not prescribe any frequency for conducting audits. The new 
norms introduce risk based selection of assessees for audit based on 
identified/quantified risk parameters and also introduce jurisdictional specific 
criteria (as opposed to uniform norm across the country) for segmenting the 
taxpayer into large, medium & small categories.


4. In this regard, the following guidelines are issued in supersession of the earlier 
guidelines:


Annual plan for Audit Coverage:


5.0 The Audit Commissionerate would release an Annual plan by 31stMay, 
indicating the names of Assessees that are proposed to be audited during the 


Page 1 of 5Circular No. 995/2/2015-CX, dated 27-02-2015


05-03-2015http://www.cbec.gov.in/excise/cx-circulars/cx-circ15/circ995-2015cx.htm







course of the year (period between 1st July to 30 th June of the next year) and the 
month in which the Audit officers would visit the units for verification of 
records. The Audit coverage (i.e. numbers of units selected for Audit in a year) 
may be calibrated with the manpower availability in a Commissionerate. The 
working strength of officers in Audit Commissionerate would be taken as the 
basis for calibration.


5.1 In order to ensure adequate coverage, the Assessees/Taxpayersshall be 
grouped in three categories namely Large, Medium and Small units.Given the 
past experience in detection of non-compliance and recovery of duty through 
Audits, it is suggested that Auditgroups may be deployed to coverLarge, 
Medium and Small units as follows:


a) 40 % of manpower to Large units
b) 25 % of manpower to Medium units 
c) 15 % of manpower to Small units
d) 20 % of manpower for planning, coordination and follow up.


5.2 The composition of AuditGroupsto cover Large, Medium and Small units may 
be done as follows:


a) 2 – 3 Superintendents and 3 – 5 Inspectors for the conduct of audit of Large 
assessees / taxpayers.


b) 1 – 2 Superintendent and 2 – 3 Inspectors for conduct of audit of Medium 
assessees / taxpayers.


c) 1 Superintendent and 1 - 2 Inspectors for Small assessees / taxpayers.
Assistant / Deputy Commissioners may lead the Audit Groups in select cases. 
5.3 The indicative duration for conduct of audit that is inclusive of desk review, 


preparation and approval of Audit plan, actual Audit and preparation of Audit 
report wherever necessary, for each category would be as under:


a) Large assessees / taxpayers – 6 to 8 working days
b) Medium assessees / taxpayers – 4 to 6 working days.
c) Small assessees / taxpayers – 2 to 4 working days


5.4 Given that there are around 249 working days in a year, the number of Audits 
that can be approximately conducted in a year are as follows:


a) 31 Large units (calculated at 8 days per unit) by one Audit party
b) 42 Medium units (calculated at 6 days per unit) by one Audit party and
c) 62 Small units (calculated at 4 days per Audit) by one Audit party 


5.5 The aforementioned number of Audits could be then multiplied by the number 
of Audit teams prepared for each category to arrive at the total number of 
Audits that can be conducted by each Commissionerate during the year. 


5.6 The manner of deployment of officers as mentioned above and calculation of 
number of units that can be audited during the year are illustrated below:


i. Suppose the working strength of an Audit Commissionerate is 60 
Superintendents and 80 Inspectors.The deployment of officers would be: 24 
Superintendents and 32 Inspectors for large units, 15 Superintendents and 20 
Inspectors for medium units and 9 Superintendents and 12 Inspectors for 
small units and 12 Superintendents and 16 Inspectors in Headquarters. To 
the extent possible, the manpower distribution amongst the Circles within an 
Audit Commisssionerate should be proportional to the large, medium and 
small Assessee base in the Circle. In other words, the 24 Superintendents 
and 32 Inspectors designated for large Assessees would be divided amongst 
the Circles proportional to the number of large Assessees under each 
Circle.The deployment has to be done in similar manner for medium and small 
units.


ii. Using the manpower as above, there would be around 10teams for large units, 
12 teams for Medium units and 6 teams for Small units in the 
Commissionerate. The total number of units that could be audited in a year 
thus works out to around 310 large units, 504 medium units and 372 small 
units i.e. 1186 units in all. The Commissioners could exercise necessary 
reallocation of officers to Medium units, if the audit of Large units is 
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completed. Thus, each Commissionerate can carry out the calculations based on the working 
strength.


5.7 The criteria for categorizing an assessee / taxpayer as large, medium or small 
would be(a) annual value of clearances and total duty paid in case of Central 
Excise and/or(b) value of services rendered and services received (which are 
dutiable on reverse charge basis)and total duty paid in the case of Servce 
Tax. The threshold limits of value of clearances / value of services for 
categorizing the units into large, medium and small would be dependent upon 
(i) the available manpower in the Audit Commissionerate and (ii) the 
Assessee base, turnover and duty paid by each Assessee in the jurisdiction of 
the Audit Commissionerate. It may be noted that threshold limits may vary 
from one Audit Commissionerate to another Audit Commissionerate in view of 
varying number of Assessees and quantum of value of clearances / services 
and duty paid in case of each Assessee. The Audit Commissionerateswould 
obtainthe requisite data from EDW / ACES / EASIEST for categorization of 
Assessees into large / medium / small within their Commissionerate. The 
categorization would be done based on the methodology prescribed by the 
Directorate General of Audit.The methodology for categorization would be 
communicated to the Audit Commissionerates by Directorate General of Audit 
during the month of March / Aprilevery year.


5.8 The Audit Commissionerates shall consult zonal units of Directorate General of 
Audit while finalizing the Annual plan ofAudit coverage with the available 
manpower at the beginning of the financial year. The scheduling can be 
reviewed half yearly for necessary adjustments, if any.The Directorate 
General of Audit will also periodically review and revise, wherever necessary, 
the criteria for categorizing the units into large, medium and small within each 
Zone / Commisionerate, manpower deployment in each category, composition 
of audit team and number of days required for audit in each category. The 
review / revision would be done in consultation with the Audit 
Commissionerates so as to ensure that Audit coverage by officers is made 
optimal.


5.9 The Chief Commissioner may allow temporary reallocation / diversion of 
officers amongst the Audit Commissionerates to ensure adequate Audit 
coverage of all categories of Assessees / Taxpayers falling under the 
jurisdiction of the zone.


Selection methodology:


6.0 The selection of Assessees would be done based on the risk evaluation 
method prescribed by the Directorate General of Audit. The risk evaluation 
method would be separately communicated to the Audit Comissionerates 
during the month of March / April every year. The risk assessment function will 
be jointly handled by National Risk Managers (NRM) situated in the 
Directorate General of Audit and Local Risk Managers (LRM) heading the 
Risk Management section of Audit Commissionerates.The Risk Management 
section of Audit Commissionerate would ensure availability of Assessee / 
Taxpayer wise data for a period of last three years,which would facilitate risk 
assessment and preparation of the list of assessees that would be audited in 
the current year.


6.1 The Audit Commissionerates could also select few units at random or based 
on local risk perception in each category of large, medium and small tax 
payers. The results of Audit and the feedback from random selection would 
help in evaluating parameters used for selection process.


6.2 The Audit Commissionerates after preparing the annual plan ofAudit coverage 
as indicated above, would also prepare a list of units where risk can be 
mitigated through detailed scrutiny of returns and convey the details to the 
Executive Commissioners for taking necessary action. The selection of such 
units can be carried out at zonal level so that the Audit and detailed scrutiny 
complement each other. The list of such units and reason for selection should 
be shared with the Directorate General of Audit. 
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6.3 The above norms would become operative from 1st July 2015. Directorate 
General of Audit will review the efficacy of the above parameters as well as 
frequency of audits in consultation with Audit Commissionerates.


Theme based coordinated Audits


7.0 Theme based coordinated Audits at all India level would be conducted by 
concerned Audit Commissionerates in a synchronized manner. The theme 
would be selected by the Directorate General of Audit based on systematic 
and methodical risk analysis of internal taxpayer data (from ACES and EDW), 
economic indicators, third party information from tax and other regulatory 
authorities and other relevant sources of data. Directorate General of Audit 
would also consult trade, industry and service providers from time to time, 
wherever necessary. The theme would be intimated well in advance, say four 
to six months, to the field formations. Detailed questionnaires would be 
prepared as guidance to the Audit parties. The dates for such Audits would be 
fixed in advance, say sometime in December every year, so that they can be 
blocked by the Commissionerates. The number of such Audits will be one or 
at best two in a year. The selection of theme / issue, coordination and 
dissemination would be done by DG(Audit) in consultation with the field 
formations.


7.1 The theme based coordinated Auditswould also be carried out at the Zonal 
level. The theme for the Audit, which could be a sensitive commodity or a 
service, would be selected at the zonal level and simultaneous and 
coordinated Audit would be carried out within the zone. The number of such 
Audits will again be one or two in a year. The theme for the Audit would be 
selected based on analysis of data provided by ACES, EDW and relevant 
third party information identified from time to time. The Chief Commissioner 
may involve the zonal units of Directorate General of Audit in selection of 
theme, planning and execution of theme based Audit. 


Audit of Multi �ocational �nits 


8. In case of multi-locational units and multi-locational Service Providers, as 
prescribed in the Central Excise Audit Manual and Service Tax Audit Manual 
respectively, the zonal units of the Directorate General of Audit will continue to 
coordinate the audit of multi-locational manufacturing units and multi-
locational service providers. In case of mulit-locational units located with one 
zone under different Audit Commissionerates, the coordination will be carried 
out at the zonal level by one of the Audit Commissionerates. For this 
purpose, wherever there are more than one Audit Commissionerate in a zone, 
the Principal Chief Commissioner / Chief Commissioner may designate one of 
the Audit Commissionerate for undertaking such coordination and for 
identifying units based on common PAN for the purposes of integrated Audit.


Accredited status for deferring fre�uency of Audit


9. There can be a segment of Assessees, who could be given “ accredited”
status, similar to the one given in Customs, based on their proven track record 
of compliance with tax laws and procedures. Such identified assessees need 
not be subjected to Audit in every cycle. It has been decided that the 
frequency or periodicity of audit in their case would not be less than 3 years.
The procedure and criteria for accreditation are under examination and would 
be communicated separately.


Audit of �T�s


10. In case of LTUs, 80% of the manpower may be used forconducting audits and 
20% of the manpower may be used for headquarters functions. The Audit 
Group would comprise 2-4 Superintendents and 3-6 Inspectors. The indicative 
duration for conduct of audit that is inclusive of desk review, preparation and 
approval of Audit plan, actual audit and preparation of Audit report is 8 to 10 
working days. Based on the recommended duration, the number of units that 
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could be audited in a year would be 25 LTUs (calculated at 10 days per Audit) by one 
Audit group. The Audit groups from LTU Audit Commissionerate ’ s Circles 
would conduct the audit of LTUs and wherever additional manpower 
assistance is required the same can be sought from other LTUs or the 
jurisdictional Central Excise/Service Tax Audit Commissionerate. Further, 
audit of the LTU should be conducted in a coordinated manner i.e., the audit 
of Head Office and group units should be conducted simultaneously. For this 
purpose, the audit dates should be decided in consultation with the LTU. The 
total number and selection of individual assessees for audit would be done as 
per the risk evaluation method recommended by the Directorate General of 
Audit. 


�emoval of difficulty 


11. Past guidelines and instructions on the subject stand modified to the extent 
they are in conflict with these guidelines. Difficulties faced, if any in the 
implementation of above instructions may be brought to the notice of the 
Board and Directorate General of Audit at an early date. The Principal Chief 
Commissioners and Chief Commissioners are authorized to issue appropriate 
instructions, to be valid for temporary periods, to remove any difficulty in 
conduct of audits which are important from the perspective of augmentation of 
revenue. 


Kindly acknowledge receipt.
����AN�


Under Secretaryto the Government of India
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