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The new machine age of tax

One machine can do the 
work of 50 people; no 
machine can do the work of 
extraordinary men!

Elbert Hubbard

Let’s go invent tomorrow 
instead of worrying about 
what happened yesterday!

Steve Jobs

Instead of racing against 
the machine, we need to 
learn to race with the 
machine. That is our grand 
challenge.

Erik Brynjolfsson

Professor MIT Sloan School of 
Management

“
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Changing Global Landscape 
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Confluence of electronic data, processing power and software
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Adoption of transaction level approach
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Indian tax authority 
perspective 
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Beginning of the India journey

Framework adopted 

Digitization of 
tax Compliance 

Tracking the 
value chain

Simplification

Objectives

Tax booster 
through analytics

Special purpose 
Vehicle with high 

degree of flexibility 
in decision making

Private sector to 
execute the project 

on a BOT basis

GSP ecosystem 
created to support 
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► 80.2% tax payers are 
proprietary concerns 
paying 13.3% of GST

► 10.6% of taxpayers are 
partnership firms paying 
7.3% of tax

► Another 6% are Private 
Limited cos paying 27.8% 
of tax

► These three categories 
alone add up to 97% of 
taxpayers or 1.26 cr; 
paying 48-49% of the tax

GSTN data: types of taxpayers 

Source: https://www.gstn.org.in/gst
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April, 2018
Introduction of E-Waybill

► E-Waybill to be generated 
prior to dispatch of goods

India Story so far – transition from post clearance to pre clearance

July, 2017 
Introduction of GST

► Monthly GST Return 
filings with 
transactional data

► Input Tax Credit 
Reconciliation

October, 2020
Introduction of 
e-Invoice

► Taxpayers above 
turnover of INR 500 Cr

► B2B & Exports 
transactions

► Digitally signed 
payload to be obtained 
from Govt system on 
real-time basis (IRN, 
QR Code)

January, 2021
Next wave for 
e-Invoice

► e-Invoice mandated 
for taxpayers with TO 
above INR 100 Cr

► Auto population 
of returns 

October, 2021
Dynamic QR for B2C invoices

► B2C invoices to carry dynamic 
QR code > 500 Cr (deferred to 
July)

January, 2022
► Mandatory matching 

for availing credits

► Activation of GSTR-2B 
as a reference point  

1

2

3
4

5

6
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E-invoicing

Drivers for implementation

Check menace 
of Fake Invoices

Authenticated 
Transactions

(through validations)

Compliance 
at source 

(Auto populated returns)

Seamless 
Communication 
of Documents

Eco-System 
development

Decentralized 
reporting 

Higher turnover 
threshold & 

gradual 
reduction

Connection with 
E-Way Bill

Central Dedup 
platform to 
ensure no 

duplicate IRN 
generated

Signed QR Code 
generation for 
authentication 

with limited 
fields

Strategy adopted
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Source: https://www.gstn.org.in/gst

Explosion of e-invoice applicability 

► Currently about 75,000 
taxpayers required to 
generate e invoices 

► Once limit falls to 5 cr, 
compliance obligation 
triggers for 6,00,000 
plus taxpayers 

► Optional e-invoicing and 
MBMA to expand this list 
even further 
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Indirect tax compliances workflow
India experience

Authenticated 
payload details sent 
to E-Waybill system 
for dispatches

Taxpayer 
System

Invoice Registration 
Portal (IRP)

Generate Invoice 
and stage in JSON

Send details to e-Invoice 
portal on real-time basis

Recipient

► Generate / Validate Hash
► Generate Unique Invoice 

Reference Number
► Digitally signed Invoice
► Generate signed QR code

Signed Invoice available to 
the recipient as download

Authenticated 
payload for auto-
drafting the GST 
Return forms

Data hygiene checks 
/ validations to be 
performed including 
de-duplication

e-Invoice 
Database

GST 
Returns

e-Waybill 
Portal

Supplier Registration + Recipient Registration + Document Number + Document 
Date + Invoice Value + Number of line items + HSN Code + IRN (hash) 

1

2

3

4
3

5

6

► Reconciliation of e-Invoices with 
Purchase Register

► Resolution of errors with Vendors
► Send response of Accept / Reject to 

the system

7
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Most recent developments

REAP –
Returns Enhancement & 

Automation Program

Input tax credit Analytics & tax evasion 
related strategy 

Auto population of returns

Integration with income tax

Integration with India stack

Enhanced data in tax returns 
shared with buyers 

Recovery based on
matching of transactions 
reported by the supplier 

Proposal to leverage 
e-invoice data through peer to 

peer platform

Network visualization of value 
chain created across the 

country 

MBMA Scheme

Carousel fraud detection
[EU losses estimated 15LCr] 
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How taxpayers have 
typically responded
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How clients have typically responded

► Common technology approach to resolving these issues

► Build your own tool, in house.  Typically a common spreadsheet

► Once the spreadsheet starts failing…

► Buy and implement a 3rd party tool (if it exists) and then re-introduce spreadsheets where 
functionality gaps exists

► Embark on a large technology implementation. These often produce less value than anticipated, 
cost more and take longer. Results can be underwhelming

Fire 
Fighting

Resolution 
in Isolation

Lack of 
Broader Vision
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How clients have typically responded (cont)

Data approach

► Process data manually.  Request, acquire and clean the data for isolated 
reasons only

► Lack of centralization and re-purposing of data.  Data stays in the 
spreadsheet

► Occasional large data warehouse implementation.  Again, these often 
produce less value than anticipated

Poor Data 
Management

Additional Issues

► Key person risk. Typically just one person understands the solution

► Solutions lack tax technical and system testing

► Lack of supporting documentation

► Poorly designed and built ‘systems’, leveraging only small amounts of 
available functionality

► Limited IP reuse.  How could the resolution of this issue be leveraged for 
others?

Additional 
Issues
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Reasons for such reactions 

► No Standard 
Process

► Limited Audit trail
► Limited central 

control
► Accountability 

issues

Process Based System Based People Based Other

► No integration 
with global ERP 

► Multiple systems 
(ERP, Legacy, 
Standalone)

► All in MS Excel
► Compliance limited 

to tax computation

► People dependent 
► Lack of trained 

resources
► Relative shorter 

careers 
► Dependence on 

external resources

► Multiple jurisdiction
► Frequent changes in 

law
► Limited knowledge at 

vendor level
► Limited 

Documentation Mgt
system

Increased 
errors

Delayed 
compliance

Change 
delays

Weak central 
control

Leakages
More 

controversy
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New approach to resolving 
these business problems
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Guiding principle 

Guiding principle of new approach

► Resolve business problems on a common platform, with consistency in the approach:

► Re-use IP, technology functionality, data, control and management processes

► Advances in technology allow a new way to approach these issues

► Rapid evolution of ‘Big IT’ tools into ‘My IT’ tools, empowerment of the business user

Re-use IP Leverage New 
Technology

Re-use Data
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Technology
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Need for automation

Analysis

Controls and 
Verifications

Transaction 
Processing

Current State 
of Tax operations

Focus on compliance

Analysis

Controls and 
Verifications

Transaction 
Processing

Future State

Focus on being responsive, 
insightful and efficient
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Tax transformation journey
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Tax Transformation – An opportunity to contribute & partner with business

Efficiency

► Do more with less

► Stay at par or 
ahead of Govt.

► Automate 
processes

Risk & Governance

► Create a Best in 
Class risk 
management & 
governance 
framework

► Reduce people 
dependencies

Value optimization

► Working capital 
optimization

► Tax cost 
optimization – DT 
& IDT

► Input credit 
optimization
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In summary

Prepare the blue print and 
assists in transforming in-
house tax organization via 
digital intervention

Tax function
transformation

Identify specific point based 
solutions for problem areas 
stated by the client to drive 
improvements and process 
efficiencies

Point based 
solution

Take over entire tax function 
or specific tax processes as a 
managed service, driving 
targeted efficiencies across 
tax functions

Managed 
tax service

What is your role?

What will clients achieve?

Efficiency
► Automate processes & improve efficiency  

► Focus on value added activities 

► Bring cost effectiveness

Risk & Governance
► Create a Best-in-Class tax function

► Enable risk managed compliance 
& reporting

Contribution
► Tax cost optimization

► Working capital optimization

► Input credit optimization

20-30% release of bandwidth 
for value added jobs

Institutionalisation of tax 
knowledge & single source of truth

Reduction of tax working 
capital/cost



15 February 2022Page 25

Technologies to leverage
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Technologies that can be leveraged

ERP capabilities RPA UI Path IQ BOTs

Python Flash

Off-the-shelf 
solutions 

Cloud v on-premise
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Taxpayer assistance by GSTN

Source: https://www.gstn.org.in/gst

► Enablement created to 
help small and medium 
enterprises 

► Accounting software also 
integrated 
► Available free for 

taxpayers with less than 
1.5 cr turnover 
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?
Questions and feedback
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