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Smarter, Safer, Sharper: Harnessing Artificial 

Intelligence in Modern GST Practice 

 

The question is no longer whether a GST professional should 

adopt Artificial Intelligence — it is how to do so with discipline, 

responsibility and a clear-eyed view of its limits. This article 

maps the principal areas of  tax practice — compliance, advisory, 

litigation and service delivery — to the right kind of technology. It 

distinguishes rule-based automation from Generative AI, walks 

through the tools actually being used in Indian GST practice in 

2026, and offers a practical framework for adoption — one that 

keeps professional accountability where it belongs: with the 

professional. 

[I] Setting the Stage: Why AI Has Become Unavoidable in GST 
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The Goods and Services Tax regime is, by design, data-intensive, 

process-heavy and interpretation-rich. Compliance timelines are 

unforgiving, transaction volumes are enormous, and the legal 

framework keeps evolving through notifications, circulars, advance 

rulings and judicial pronouncements. Against this backdrop, 

Artificial Intelligence (“AI”) offers both a powerful opportunity and 

a fresh set of risks — and both demand careful navigation. 

The position has sharpened considerably between 2025 and 2026. 

Effective 22nd September 2025, the 56th GST Council overhauled 

the rate structure into a simplified two-slab regime of 5% and 18%, 

with a higher 40% rate on sin and luxury goods. From 1st April 

2026, e-invoicing has been extended to taxpayers with aggregate 

annual turnover above Rs. 5 crores (down from Rs. 10 crore). This 

pulls a far larger pool of small and medium businesses into real-

time invoice reporting. The portal itself has become more 

demanding — hard validations on GSTR-3B, the Invoice 

Management System (IMS), mandatory ISD for businesses with 

multiple GSTINs (from April 2025), and tighter rules on post-sale 

discounts and intermediary services. 

Translation for the practitioner: more data, faster cycles, less 

room for error. AI is no longer a luxury upgrade — it is fast becoming 

infrastructure. 

But the term “AI” is used loosely. A firm that runs a Python script 

to reconcile GSTR-2B and a firm that uses ChatGPT to draft a reply 

to a show-cause notice are both said to be “using AI” — yet the 

technology, the risks and the supervision required in each case are 

fundamentally different. 

[II] Automation vs. Generative AI: A Distinction That Decides 

Everything 
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[A] Rule-Based Automation — The Predictable Workhorse 

Rule-based automation operates on deterministic logic. It executes 

pre-defined instructions; the output for a given input is fixed and 

reproducible. There is no inference, no interpretation, no element 

of probability. 

Automation has been part of GST practice for years, often without 

the AI label. The offline utility that converts an Excel template into 

a JSON for upload is automation. ASP/GSP platforms that pull 

data from accounting software, populate returns and file them 

through APIs are automation. An Excel macro that formats supplier 

invoices into the GSTR-1 template is automation. A Python script 

that matches the purchase register against GSTR-2B and generates 

a mismatch report is automation. 

The defining characteristic is predictability. The reconciliation 

script that runs tonight will produce the same output as the one 

that ran last Tuesday, given the same input. That predictability is 

precisely what makes automation trustworthy for compliance work, 

where the cost of an error is a wrong return with real legal 

consequences. 

[B] Generative AI — The Probabilistic Collaborator 

Generative AI — represented by Large Language Models (LLMs) 

such as ChatGPT (OpenAI), Claude (Anthropic), Gemini (Google), 

and India-specific tools like VIDUR AI, Taxmann.ai and custom 

GST GPTs hosted on the ICAI AI portal — works on a completely 

different principle. These models do not execute pre-defined rules. 

They are trained on vast text corpora and, when queried, generate 

output by predicting the most statistically probable sequence of 

words in response to the prompt. 
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As a result, the same query can produce different outputs in 

different sessions. The model does not retrieve from a database — 

it generates. What it generates depends on three things: its training 

data, the structure of the prompt, and an element of randomness 

built into the generation process itself. The end conclusion, depth 

of reasoning, choice of words and even the style of drafting can shift 

from one attempt to the next. 

The difference is not one of degree but of kind. Automation 

executes. Generative AI generates. The first is a tool. The second is 

a collaborator — and, like every collaborator, it requires 

supervision. 

[III] The Three Risks Every Professional Must Internalise 

[A] Hallucinations: Confident Wrongness 

In AI parlance, a “hallucination” is the generation of factually 

incorrect information presented with complete confidence. In GST 

practice, hallucinations show up as: 

• Fabricated CBIC circular numbers and notification references 

• Incorrect section, rule or sub-rule citations 

• Non-existent AAR, AAAR, Tribunal or High Court rulings 

• Overturned or contextually irrelevant decisions quoted as 

good law 

• Pre-amendment tax rates, thresholds or compliance timelines 

presented as current (e.g. quoting the pre-22nd September 

2025 four-slab structure) 
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What makes hallucinations dangerous is that they are 

indistinguishable from accurate output without independent 

verification. Unlike a junior associate, the model does not flag 

uncertainty — it produces wrong content with the same fluency and 

authority as right content. 

The professional rule must therefore be absolute: no AI-generated 

citation — of a section, circular, notification or judicial 

decision — should be included in any client communication, 

opinion or submission without independent verification 

against the primary source. 

[B] Confidentiality: An Underappreciated Exposure 

The terms of service of most public LLM platforms allow user inputs 

to be used for model training and improvement — unless the user 

has actively opted out or is on an enterprise plan with explicit data-

privacy protection. 

That is a problem. Client GSTINs, turnover figures, ITC positions, 

demand details, the substance of notices received and litigation 

strategy all constitute confidential professional information. The 

ICAI Code of Ethics imposes a duty of confidentiality that extends 

to every channel through which client information passes — and AI 

tools are now one of those channels. The Digital Personal Data 

Protection Act, 2023 adds a regulatory overlay on the handling of 

identifiable personal and commercial data. For advocates, the 

duties under the Bar Council of India Rules on client confidentiality 

apply with equal force. 

A practical illustration: a Chartered Accountant who pastes a 

client’s show-cause notice — with GSTIN, turnover and 

transactional details intact — into a free public LLM to generate a 

draft reply has shared privileged client information with a third 
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party. The fact that the tool is useful does not make the disclosure 

permissible. 

The mitigation is straightforward but must be formalised: the 

firm must establish an AI Data Usage Policy before any tool is 

deployed. At minimum, every prompt involving client-specific facts 

must pass through a redaction protocol — client name replaced 

with “Assessee”, GSTIN with “GSTIN-XX”, financial figures with 

placeholders — before submission. 

A word of caution on redaction: if the redaction is reversible (e.g. 

find-and-replace that can be undone) or if it is carried out on an 

online redaction tool whose own privacy posture is unverified, the 

problem is merely shifted rather than solved. The exposure moves 

from a GenAI platform to the redaction platform. 

[C] Unpredictability, Knowledge Cut-offs and the Audit Trail 

Gap 

Two further limitations deserve attention. First, LLM output is non-

deterministic — the answer the model gave today may not be 

reproducible tomorrow. If an AI-assisted draft is later challenged, 

the professional cannot reconstruct the basis for the output with 

the precision that workpapers ordinarily require. 

Second, every LLM has a training cut-off — a date beyond which its 

knowledge of legislation, notifications, circulars and judicial 

developments is patchy or absent. For a regime as dynamic as GST, 

where the 56th Council’s rate rationalisation, GSTR-3B hard 

validations, IMS rollouts and the new e-invoicing thresholds have 

all arrived in the last twelve months, this is a material limitation 

that the practitioner must factor in. 
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• Use automation — not GenAI — for rule-based compliance 

tasks where determinism and reproducibility are required. 

• Maintain a written AI Data Usage Policy, a prompt-template 

library and an audit trail of significant AI-assisted outputs. 

• Prefer enterprise tiers, private deployments or RAG-grounded 

tools for advisory and litigation work. 

• Keep a human-in-the-loop: AI drafts, the professional reviews, 

the professional signs off. 

• Verify every citation against the bare Act, the official CBIC 

website or a reliable case-law database before it appears in 

any client deliverable. 

• Redact client-identifying data (Assessee, GSTIN-XX, 

placeholder figures) before any prompt — and verify the 

redaction tool itself is trustworthy. 

Always: 

• Rely on AI for the latest law. Knowledge cut-offs mean the 56th 

GST Council changes, the April 2026 e-invoicing threshold 

and recent CBIC circulars may not be reflected. 

• Assume confidentiality on free public platforms. Inputs may 

be retained, logged or used for model training. 

• Treat AI output as a final deliverable. Every draft requires 

professional review and sign-off before it leaves the firm. 

• Use Generative AI for filing automation directly (GSTR-1, 

GSTR-3B, IMS actions, e-invoicing). The probabilistic nature 

of LLMs is incompatible with the determinism compliance 

demands. 

• Trust AI-generated citations — sections, rules, circulars, 

notifications or judgments — without verifying against the 

primary source. 
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• Paste raw show-cause notices, GSTINs, turnover figures or 

ITC data into public LLMs (ChatGPT free tier, Gemini public, 

etc.) without redaction. 

 

[IV] The Right Tool for the Right Task: A Working Framework 

The decision rule is simple. Any task that is rule-based or process-

based — high in volume, low in judgment, capable of being 

captured in a flowchart — belongs to automation. Any task that 

calls for the generation of original content — drafting, summarising, 

structuring narratives — belongs to Generative AI, but always with 

significant human review. 

Two practical reasons reinforce this allocation. First, compliance 

tasks are dominated by client-specific data — sales registers, 

purchase registers, ledgers — and redacting that data destroys the 

utility of the task itself. You cannot generate a GSTR-1 from a 

redacted sales register. Second, the deterministic output of 

automation requires far less downstream verification than the 

probabilistic output of GenAI, freeing professional bandwidth for 

genuine judgment calls. 

A useful corollary: GenAI can write code. Increasingly, the smartest 

play is to use GenAI not to perform the compliance task directly, 

but to build the automation tool that performs it predictably — the 

best of both worlds. 

[V] Compliance Practice: Automation First, GenAI as Code 

Generator 

[A] Where Automation Wins 

Returns filing, reconciliations and portal-driven tasks are the 

natural home of rule-based automation. GSTR-1, GSTR-3B, IFF, 
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GSTR-9, GSTR-9C and now the Invoice Management System (IMS) 

operations all follow fixed structures and deterministic rules. 

Mature compliance platforms have automated large parts of these 

workflows. 

The classic automation use case is GSTR-2B reconciliation. The 

logic is fixed: match supplier GSTIN, invoice number, date, taxable 

value and tax amount between the purchase register and GSTR-

2B; flag unmatched items; classify by nature of mismatch; produce 

an exception report. A well-written Python script or Excel macro 

will perform this with 100% consistency — at any hour, on any day, 

without fatigue. That is what automation promises, and in 

compliance work, it delivers. 

[B] Where GenAI Adds Value in Compliance: As a Code Author 

The role of Generative AI in compliance practice is, paradoxically, 

not to perform the compliance task. It is to build the tools that 

perform the task. A professional can describe a reconciliation 

requirement in plain English to ChatGPT or Claude — “Write a 

Python script that reads GSTR-2B data from an Excel file, matches it 

against our purchase register on GSTIN and invoice number, and 

generates a report of unmatched items with the reason for mismatch” 

— and obtain a working draft script in seconds. After testing on 

non-production data and debugging (which the same GenAI tool 

can also assist with), the script is deployed for ongoing use. 

How to actually use this in practice: (a) draft the requirement 

carefully — inputs, outputs, edge cases, error handling; (b) ask the 

GenAI tool to write the code; (c) test on dummy or sanitised data; 

(d) iterate with the tool to fix bugs; (e) have a technically competent 

professional sign off before live deployment. 
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The script becomes a firm asset. The code is the draft; the 

professional is the reviewer; accountability for the output remains 

with the firm. 

The same principle applies to Excel macros, SQL queries and 

browser-automation scripts using Selenium — which can log into 

the GST portal, navigate to the notices section, download pending 

notices and save them to a designated folder without human 

intervention. Enterprise alternatives include UiPath and Microsoft 

Power Automate for RPA at scale; Python with the requests and 

Beautiful Soup libraries works well for smaller technical teams. 

[VI] Advisory & Litigation: Highest Stakes for Hallucination 

[A] Where GenAI Genuinely Helps 

Advisory and litigation are the natural home of Generative AI — 

these are exactly the areas where the firm produces customised, 

client-specific written output that benefits from drafting assistance. 

Classification opinions, ITC eligibility determinations, place-of-

supply analyses, valuation under the GST Valuation Rules, replies 

to demand notices, appeals before the First Appellate Authority and 

the GST Appellate Tribunal (GSTAT), and submissions before High 

Courts and the Supreme Court — all of these involve content 

generation at scale. 

[B] Why the Risks Get Amplified Here 

Unfortunately, the risks of hallucination and confidentiality are 

sharpest precisely where the work is most lucrative. A wrong legal 

opinion issued to a client — acted upon, and later found to rest on 

a fabricated circular or a non-existent ruling — exposes the 

professional to liability that no later disclaimer can cure. The 

“confident wrongness” problem (the model’s tendency to produce 
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incorrect output with the same fluency as correct output) is the 

central technical challenge in advisory and litigation use. 

[C] Open vs. Closed LLMs — Choose Consciously 

A public, free LLM carries the full risk of both confidentiality 

leakage and hallucination. A private or closed deployment (a paid 

enterprise tier with data-privacy guarantees, or a self-hosted 

model) can ring-fence the confidentiality risk. If that private 

deployment is further customised with Retrieval Augmented 

Generation (RAG), it can also dramatically reduce hallucinations 

by grounding answers in the firm’s verified source data — the bare 

Act, Rules, notifications, circulars and curated case law. 

[D] Retrieval Augmented Generation — The Practical Fix 

Today, RAG is the most accessible practical solution to the 

hallucination problem for advisory and litigation work. In a RAG 

architecture, the LLM does not generate answers from training data 

alone. When a query is submitted, the system first retrieves the 

most relevant documents from a curated knowledge base — CBIC 

notifications, circulars, AAR/AAAR orders, GSTAT/High 

Court/Supreme Court judgments, CBIC FAQs — and feeds those 

documents to the model as context. The answer is therefore 

grounded in known, verifiable sources, and every citation can be 

checked against the retrieved document. 

RAG-friendly tools available in 2026 include: 

• Google NotebookLM — a public RAG-style tool where the firm 

uploads its own source documents (Acts, Rules, circular 

compendiums, judgment PDFs) and queries them. Answers 

are grounded in the uploaded sources with clickable citations. 

A practical starting point with minimal investment. 
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• Custom GPTs (ChatGPT Team/Enterprise) and Claude 

Projects — firm-specific assistants loaded with the firm’s FAQ 

library, standard opinion templates, rate schedules and 

reference materials. 

• VIDUR AI and Taxmann.ai — India-specific platforms with 

curated tax-law databases; useful for research and first-draft 

generation with traceable citations to primary sources. 

• Custom GST GPT (ICAI AI Portal) — an ICAI-hosted 

assistant designed for Chartered Accountants, offering a Law 

Referencer mode and a Drafting Mode for notice replies, with 

an embedded SOP for legal-draft format (addressing, 

statement of facts, legal grounds, judgments, prayer). 

• Azure OpenAI / AWS Bedrock with a private knowledge 

base — enterprise-grade deployments for firms ready to invest 

in a true private LLM with RAG over their full document 

library. 

[E] The Human-in-the-Loop: Non-Negotiable 

Regardless of the tool chosen, the advisory and litigation 

workflow must keep professional judgment at every critical stage. 

The model can identify the relevant statutory framework, 

synthesise case law, structure a reply and produce a first draft. The 

partner or senior manager must verify each citation against the 

primary source, review the reasoning, add the specific client facts 

the model could not know, and take professional ownership before 

the document leaves the firm. AI output sent directly to a client 

without this intermediate review is not professional advisory work 

— it is a liability event waiting to happen. 

[F] Worked Use Cases 
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Summarisation of long judgments. A practitioner reviewing a 

150-page High Court order for its applicability to a pending matter 

can ask a private LLM (with the judgment uploaded) to produce a 

structured summary: principal issue, ratio decidendi, material 

facts, distinguishing observations, paragraphs containing the key 

holding. What would take two hours of careful reading becomes a 

10-minute exercise — followed by selective deep reading of the 

paragraphs the model flagged. 

Drafting replies to show-cause notices. With the notice (suitably 

redacted, or processed through a private deployment) uploaded, the 

model can identify the legal framework invoked, structure 

preliminary objections, organise the factual narrative under 

standard headings, and produce a first draft in the SOP-compliant 

legal format (proper addressing → statement of facts → legal 

grounds → case law → prayer). The professional then verifies every 

citation, refines the legal reasoning, adds the client-specific facts 

and signs off. 

Judicial precedent research. A query such as “What are the major 

High Court and Tribunal decisions on the eligibility of ITC on 

construction of a factory building under Section 17(5)(d), 

particularly post-Safari Retreats (Supreme Court, 2024)?” can yield 

a structured overview of the judicial landscape in seconds. This is 

a starting point for deeper research — never a substitute for it. 

Every citation must be pulled from the primary source and read in 

full. 

[VII] The AI Stack for a GST Practice: A Five-Layer Architecture 

A well-designed AI stack for tax practice is best visualised as five 

stacked layers — each with a distinct purpose, a distinct technology 

profile and a distinct risk posture. Data flows upward from the 
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firm's raw systems into client deliverables; professional judgment 

flows downward through every layer. 

Layer Purpose Representative 

Tools (2026) 

Risk Profile 

Client 

Delivery 

Layer 

Final outputs 

reach the client 

or authority — 

opinions, 

replies, 

appeals, 

dashboards, 

chatbots, 

newsletters, 

social posts. 

Firm email, client 

portals, signed 

PDFs, secure data 

rooms, chatbot 

front-ends. 

Reputation 

and liability 

risk. Nothing 

reaches this 

layer without 

professional 

sign-off. 

Human 

Review 

Layer 

Partner / 

senior 

manager 

verification, 

citation 

checks, factual 

review, 

addition of 

client-specific 

facts, 

professional 

ownership. 

Citation 

Verification Gate 

(SOP); reviewer 

checklists; 

tracked-changes 

review in Word; 

audit-trail log of 

significant AI-

assisted outputs. 

The critical 

control point. 

Failure here 

converts 

every other 

risk into a 

client-facing 

event. 
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Generative 

AI Layer 

(with RAG) 

Drafting, 

summarising, 

structuring 

opinions, 

replies and 

submissions, 

grounded in 

the firm's 

curated 

knowledge 

base. 

Custom GPTs 

(ChatGPT 

Team/Enterprise), 

Claude Projects, 

VIDUR AI, 

Taxmann.ai, 

Custom GST GPT 

(ICAI Portal), 

Azure OpenAI / 

AWS Bedrock 

private 

deployments. 

Hallucination 

risk; non-

determinism. 

Mitigated by 

RAG 

grounding, 

private 

deployment 

and the 

Human 

Review Layer 

above. 

RAG / 

Knowledge 

Layer 

Curated, 

version-

controlled 

corpus of 

primary 

sources — bare 

Act, Rules, 

CBIC 

notifications 

and circulars, 

AAR/AAAR 

orders, GSTAT 

and judicial 

precedents, 

firm SOPs and 

FAQs. 

Google 

NotebookLM (low-

cost start); private 

vector stores on 

Azure / AWS / 

GCP; firm 

document 

management 

system as the 

source of truth. 

Knowledge-

cut-off and 

stale-data 

risk. 

Mitigated by a 

documented 

refresh 

cadence and 

version 

control on the 

corpus. 
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Automation 

Layer 

Deterministic, 

rule-based 

execution of 

compliance 

tasks — 

reconciliations, 

return 

preparation, 

IMS actions, 

portal 

interactions, 

MIS 

generation. 

ClearTax, 

TallyPrime, Zoho 

Books, Suvit / 

Vyapar TaxOne, 

EasyRecon (ICAI); 

Python / Excel 

macros / 

Selenium scripts; 

UiPath, Power 

Automate. 

Low 

interpretive 

risk; high 

data-integrity 

risk. 

Mitigated by 

testing on 

non-

production 

data and 

rigorous 

change 

control. 

 

Read upward: raw firm data enters at Layer 1 (Automation), 

reference knowledge sits in Layer 2 (RAG), Layer 3 (GenAI) generates 

drafts grounded in Layers 1–2, Layer 4 (Human Review) is where 

professional judgment is applied, and Layer 5 (Client Delivery) is the 

only layer the client ever sees. A firm that skips Layer 4 — by 

sending Layer 3 output straight to Layer 5 — has not adopted AI; it 

has outsourced its professional responsibility. 

[VIII] Service Delivery: The Visible Face of AI Adoption 

Beyond the core practice areas, Generative AI offers significant 

gains in the service-delivery infrastructure of a tax practice. 

Knowledge dissemination and thought leadership: AI can 

produce well-structured, readable explanations of GST updates 

rapidly — the kind of short note on a fresh notification or circular 

mailto:info@a2ztaxcorp.com
http://www.a2ztaxcorp.net/


A2Z Taxcorp LLP 

Flat no. 34B, Ground Floor, Pocket -1, Mayur Vihar, Phase –I, Delhi - 110091 
Email: info@a2ztaxcorp.com; Web: www.a2ztaxcorp.net; Tel: +91 11 4242 7056 

that builds a firm’s reputation and drives client enquiries. Editorial 

oversight before publication ensures accuracy. 

Presentations and seminar material: First-draft slide decks for 

client presentations, internal training and seminar talks — 

structured around an outline provided by the professional — can 

be generated in minutes using ChatGPT, Claude, Gemini or 

Microsoft Copilot integrated with PowerPoint, then refined 

manually. 

Client-facing chatbots: A chatbot trained on the firm’s FAQ library 

and standard CBIC reference material can offer 24-hour first-level 

responses to routine queries that do not require professional 

judgment — registration procedure, return due dates, the new e-

invoicing thresholds, basic HSN questions. The non-negotiable 

design requirement is a clear escalation trigger: any query involving 

client-specific facts, interpretation or advisory judgment must 

route immediately to a human professional. 

Social media and practice development: Concise, accurate posts 

on GST updates, compliance reminders and analytical takes can be 

drafted by AI and approved by a professional before publication. 

The approval workflow — AI drafts, professional reviews, 

professional approves — must be maintained without exception. 

Compliance dashboards with natural-language queries: Rather 

than writing a SQL query to find all clients with ITC mismatches 

above a threshold, a manager can ask the question in plain English 

(“List all clients where GSTR-2B vs PR mismatch exceeds Rs. 

50,000 this month”) and have the dashboard surface the answer. 

This is where the boundary between automation and AI is at its 

most productive. 

[IX] A Four-Phase Adoption Roadmap 
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For a practice considering structured AI adoption, the following 

phased approach balances risk management with practical 

progress: 

Phase 1 — Foundations (Immediate, 0 to 30 days) 

• Draft and circulate a firm-wide AI Data Usage Policy: approved 

tools, prohibited tools, mandatory redaction protocol, sign-off 

requirements before any AI output leaves the firm. 

• Set up a Custom GPT (ChatGPT Team) or a Claude Project 

loaded with the firm’s standard FAQ library, rate schedules 

and internal reference notes — an in-house knowledge 

assistant at minimal cost. 

• Run a one-hour internal training on prompting basics, 

hallucination risk and the redaction protocol. Have every team 

member sign off on the policy. 

Phase 2 — Compliance Automation (Within 3 months) 

• Identify the three to five most time-consuming manual 

compliance processes in the firm (typically: GSTR-2B 

reconciliation, notice download from the portal, vendor follow-

up for missing invoices, IMS action, monthly MIS reports). 

• Commission GenAI-assisted automation scripts for each — 

Python, Excel macros or Selenium-based portal automation. 

Test rigorously on non-production data before live 

deployment. 

• Build an internal prompt-template library for the queries the 

firm runs most often, with redaction placeholders pre-built in. 

Phase 3 — Advisory & Litigation Support (3 to 12 months) 
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• Build a curated knowledge base: the bare Act, Rules, all CBIC 

notifications and circulars, key AAR/AAAR orders, GSTAT 

decisions, and a vetted list of leading High Court and Supreme 

Court judgments. 

• Deploy a RAG-based assistant — NotebookLM for a low-cost 

start; Azure OpenAI, AWS Bedrock or a comparable enterprise 

stack for a serious investment. 

• Establish a Citation Verification Gate: every AI-sourced 

reference to a section, circular, notification or judgment must 

be checked against the primary source before it appears in 

any client deliverable. Document this in the firm’s SOP. 

Phase 4 — Client-Facing Services (Ongoing) 

• Deploy a structured chatbot for routine client queries with a 

hard-coded escalation trigger. 

• Build AI-assisted workflows for website content, presentations 

and social media — with a single approver per channel. 

• Where the data infrastructure supports it, layer a natural-

language query interface over the compliance dashboard. 

[X] One-Page AI Governance Checklist for a GST Practice 

A practical, partner-level self-assessment. A firm that can tick every 

box below has built the foundations for thoughtful, defensible AI 

adoption. A firm that cannot is operating on hope. 

1. Policy & Governance 

• A written AI Data Usage Policy exists, identifying approved 

tools, prohibited tools and the mandatory redaction protocol. 
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• Every team member has read the policy and signed an 

acknowledgment. 

• A designated partner or senior manager owns AI governance 

and reviews the policy at least annually. 

• Use of free public LLMs for client-specific work is expressly 

prohibited unless data is fully redacted. 

2. Confidentiality & Data Protection 

• Client identifiers (name, GSTIN, PAN, turnover, notice details) 

are redacted before any prompt that touches a public LLM. 

• Redaction is irreversible at the prompt level (not a find-and-

replace the model can reconstruct). 

• Enterprise / paid tiers with data-privacy guarantees are used 

for any work involving unredacted client data. 

• Compliance with the Digital Personal Data Protection Act, 

2023 and the ICAI / Bar Council confidentiality duties has 

been independently confirmed. 

3. Right Tool, Right Task 

• Compliance tasks (returns, reconciliations, IMS, e-invoicing) 

run on deterministic automation — never on Generative AI 

directly. 

• Generative AI is reserved for content generation: drafting, 

summarising, structuring, research support. 

• Where GenAI is used to write code, that code is tested on non-

production data and signed off by a technically competent 

professional before live deployment. 

4. Hallucination Control 

• A Citation Verification Gate is operative: every section, rule, 

circular, notification, or judgment in any AI-assisted draft is 

checked against the primary source before client release. 
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• The firm maintains a curated knowledge base of primary 

sources for RAG grounding. 

• Knowledge cut-off limitations of each LLM in use are known 

and factored into the workflow. 

5. Human-in-the-Loop 

• No AI-generated output reaches a client or an authority 

without professional review and sign-off. 

• Reviewer responsibility is named, not diffuse: a specific 

partner / senior manager owns the review of each deliverable 

type. 

• Chatbots and automated client-facing channels have a hard-

coded escalation trigger for anything involving interpretation, 

judgment or client-specific facts. 

6. Audit Trail & Reproducibility 

• Significant AI-assisted outputs are logged — tool used, prompt 

version, date, reviewer. 

• Prompt-template library is version-controlled. 

• The firm can, if challenged, reconstruct the basis on which an 

AI-assisted opinion or submission was drafted. 

7. Training & Culture 

• All professional staff have completed at least one structured 

session on prompting, hallucinations and the redaction 

protocol. 

• AI-related incidents (a hallucination caught at review, a near-

miss on confidentiality) are discussed openly and feed back 

into the policy. 

• Partners model the discipline they expect from staff — 

including, in particular, the rule that AI drafts are never final. 

8. Vendor & Tool Diligence 
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• Before adoption, every tool's terms of service, data-handling 

posture and India-specific compliance (DPDP Act, data 

localisation where applicable) have been reviewed. 

• Tools are reassessed at renewal — vendor postures, model 

versions and feature sets change. 

• The firm avoids vendor lock-in by keeping its curated 

knowledge base and prompt library portable. 

Score: 28 boxes. A firm at fewer than 20 has work to do before 

scaling AI usage; a firm at 25 or more is operating with the 

discipline this article advocates. 

[XI] Five Principles to Pin on the Wall 

Principle Formulation 

Professional 

Accountability 

AI amplifies the professional; it does not 

transfer accountability. Every output issued to 

a client — and every submission made to an 

authority — remains the professional’s 

responsibility, regardless of how it was 

generated. 

Confidentiality 

First 

Establish your data protocol before adopting 

any tool. The duty of confidentiality does not 

pause for technological convenience. Redact, 

ring-fence, or do not use the tool. 

Verify Before 

Citing 

Never cite what you have not personally verified 

against the primary source. AI hallucinations 

are your professional risk, not the vendor’s. 
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Right Tool, Right 

Task 

Automate compliance. Use Generative AI for 

intelligence — drafting, summarising, 

structuring. Never conflate the two; do not 

deploy GenAI where automation’s determinism 

is required. 

Thoughtful Over 

Early 

The competitive advantage lies not in being the 

earliest adopter, but in being the most 

thoughtful one. Invest in protocols, training 

and a curated knowledge base before scaling 

tools. 

[XII] Our Research and Analysis: A Concluding Note 

Our research into the GST-AI landscape as it stands in May 2026 

— across CBIC notifications, the GST Council’s 56th-meeting rate 

rationalisation, the GSTR-3B and IMS portal upgrades, the ICAI AI 

portal initiatives, and the rapidly maturing tool ecosystem 

(ClearTax, TallyPrime, Zoho Books, Suvit/Vyapar TaxOne, 

EasyRecon, VIDUR AI, Taxmann.ai, NotebookLM, Custom GPTs, 

Azure OpenAI, RAG-based private deployments) — leads to a clear 

analytical conclusion. 

The GST framework was conceived as a technology-enabled regime, 

and the profession built its competence around that foundation. 

The arrival of practical, affordable AI is the second technological 

inflection point for indirect tax practice. 

The firms that navigate it well will not be the ones that adopt the 

noisiest tool the fastest. They will be the ones that draw a clean line 

between automation and Generative AI; that build firm-wide 

protocols for confidentiality and citation verification before they 

mailto:info@a2ztaxcorp.com
http://www.a2ztaxcorp.net/


A2Z Taxcorp LLP 

Flat no. 34B, Ground Floor, Pocket -1, Mayur Vihar, Phase –I, Delhi - 110091 
Email: info@a2ztaxcorp.com; Web: www.a2ztaxcorp.net; Tel: +91 11 4242 7056 

scale; that invest in private, RAG-grounded deployments for high-

stakes advisory and litigation work; and that treat every AI output 

as a first draft rather than a final answer. 

AI will not replace the GST professional. But the GST professional 

who uses AI thoughtfully will, over time, replace the one who does 

not — not because the tool is magical, but because the discipline 

of using it well is itself a form of professional excellence. That, 

ultimately, is the standard the profession should hold itself to: not 

earliest, but most thoughtful; not fastest, but most accountable. 

By CA (Adv) Bimal Jain – “And one truth must be noted above 

all: the human mind is, and will always remain, 

indispensable. No artificial intelligence — however advanced — can 

replicate the intellect of a trained professional, the interpretive 

judgment that reads a notification, a circular or a provision of law in 

its true context, or the wisdom that weighs facts, equity and 

consequence together. AI can assist, accelerate and amplify; it 

cannot replace. The human mind is everything — because a human 

made AI; AI did not make the human. The professional's intellect, 

conscience and judgment will forever remain the soul of this 

profession, and no machine, now or ever, can stand in its place.” 

(Author can be reached at info@a2ztaxcorp.com) 

DISCLAIMER: The views expressed are strictly of the author 

and A2Z Taxcorp LLP. The contents of this article are solely 

for informational purpose and for the reader’s personal non-

commercial use. It does not constitute professional advice or 

recommendation of firm. Neither the author nor firm and its 

affiliates accepts any liabilities for any loss or damage of any 

kind arising out of any information in this article nor for any 

actions taken in reliance thereon. Further, no portion of our 
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article or newsletter should be used for any purpose(s) unless 

authorized in writing and we reserve a legal right for any 

infringement on usage of our article or newsletter without 

prior permission. 

mailto:info@a2ztaxcorp.com
http://www.a2ztaxcorp.net/

