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Abstract 

The accounting profession in India is in the middle of a structural shift driven by rapid advances 

in automation and artificial intelligence (AI). Once a predominantly manual, document-heavy 

process is steadily evolving into a technology-mediated environment in which large volumes of 

financial and regulatory data are processed in real time. This paper focuses on two domains where 

this transformation is particularly visible—automated compliance and AI-driven forensic 

auditing—and analyses how they are reshaping professional practice in the Indian context. India's 

multilayered regulatory framework, encompassing GST, TDS, income-tax provisions, e-invoicing 

mandates, and extensive digital filings, has significantly increased both the quantity of data 

generated and the complexity of compliance obligations. Automated compliance platforms now 

leverage APIs, rule engines, and machine learning to prepare returns, perform reconciliations, and 

monitor deadlines, thereby reducing manual workload while improving accuracy, consistency, and 

timeliness. In parallel, AI-powered forensic auditing tools apply techniques such as anomaly 

detection, graph analytics, and natural language processing to identify potential fraud and 

irregularities at a depth and scale that traditional sampling-based approaches cannot match. The 

paper reviews the technological architecture underpinning these tools, documents implementation 

patterns in Indian businesses and professional firms, and examines recent regulatory initiatives 

such as EY India's Automated Regulatory Tool (ART) and the CAG’s push towards digital and 

AI-assisted audits. It further analyses guidance issued by the ICAI on responsible AI adoption, 

highlighting the continued centrality of professional judgment, ethical conduct, and accountability. 

Through case-based illustrations, the paper shows how automated compliance and forensic 

solutions are already altering day-to-day workflows, client expectations, and risk management 

strategies. The discussion concludes that while automation elevates accountants from routine data 

handlers to technology supervisors, forensic specialists, and strategic advisors, it simultaneously 

demands new competencies in data analytics, system oversight, and ethical AI governance. 

Keywords: Artificial Intelligence, automation, accounting profession, Automated Regulatory 

Tool (ART), GST, TDS. 
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1. Introduction 

Over the last decade, the landscape of accounting practice in India has transitioned from paper-

based ledgers and physical vouchers to integrated digital ecosystems that interface directly with 

government infrastructure. Milestones such as the introduction of GST in 2017, the phased 

implementation of mandatory e-invoicing, the roll-out of faceless income-tax assessments, and the 
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increasing reliance on online portals for statutory filings have collectively pushed both businesses 

and professionals towards technology-driven processes. As a result, accountants today operate 

within an environment where transactional data is generated in real time, stored in structured 

formats, and frequently cross-verified by multiple regulatory systems. 

This digital evolution has brought clear benefits in terms of transparency and traceability but has 

also made compliance more complex and time-sensitive. Smaller enterprises now grapple with 

periodic GST returns, reconciliations with GSTR-2B, dynamic TDS rules, and frequent changes 

in notification, circulars, and utilities. For Chartered Accountants (CAs) and accounting firms 

managing large client portfolios, manual processing of such requirements has become increasingly 

unsustainable, both from a cost and risk perspective. These pressures have created fertile ground 

for the emergence of automated compliance solutions that promise to standardize and streamline 

routine tasks. 

Simultaneously, the growth of digitized financial data has opened new possibilities for forensic 

auditing. Traditional forensic engagements in India were often reactive, initiated only after visible 

financial distress, allegations of fraud, or regulatory scrutiny, and relied heavily on manual tracing, 

interviews, and document reviews. With the availability of machine-readable bank statements, 

GST returns, corporate filings, and electronic communications, forensic practitioners can now 

deploy AI-based tools to scan large datasets for suspicious patterns that may signal round-tripping, 

diversion of funds, fictitious invoicing, or insider trading. 

These twin developments—automated compliance and AI-enabled forensic auditing—are not 

merely incremental improvements layered over established processes. They are changing the 

nature of accountants' work, the skills they need to remain relevant, and the expectations that 

clients and regulators place on the profession. For Indian CAs, understanding how these 

technologies are being designed, implemented, and governed is now essential, rather than optional. 

This paper therefore sets out three key objectives. First, it describes the conceptual underpinnings 

and technical components of automated compliance systems as they operate in Indian conditions, 

including their integration with GSTN, income-tax, and corporate law platforms. Second, it 

examines AI-driven forensic auditing tools and their deployment by banks, regulators, and 

professional firms, supported by practical case examples. Third, it analyses the evolving guidance 

from ICAI and other bodies, and draws out implications for the future roles, competencies, and 

ethical responsibilities of accounting professionals. 

 

2. Automated Compliance in Indian Accounting 

2.1 Concept and System Architecture  

Automated compliance in the Indian accounting context refers to the use of software and AI-driven 

tools to capture transactional data, apply relevant tax and regulatory logic, generate statutory 

returns, and perform reconciliations with minimal manual intervention. Rather than relying on 

separate spreadsheets, offline utilities, and ad hoc reconciliations, automated platforms attempt to 

embed compliance logic directly into the accounting workflow. 

At a high level, most mature automated compliance solutions share several core components:  

• Data ingestion engines import structured and semi-structured information from ERP systems, 

cloud accounting software, banking feeds, point-of-sale (POS) terminals, e-commerce platforms, 

and e-invoicing networks. The objective is to ensure that the compliance engine has access to the 

same underlying data that drives business operations. 

• Machine learning classifiers are increasingly used to categorize transactions by nature of 

supply, place of supply, taxability, rate, and applicability of specific provisions such as reverse 
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charge or TDS. Over time, these models can learn from corrections made by users and reduce 

classification errors. 

• Rules engines embed relevant legal logic, such as GST provisions on input tax credit (ITC) 

eligibility, time of supply, valuation rules, TDS computation thresholds and rates, and basic 

income-tax provisions affecting advance tax and interest calculations. These rules need continuous 

updating in response to notifications, circulars, and judicial pronouncements. 

• API connectors link the internal system with external portals like GSTN, the income-tax e-

filing site, and MCA21. Through such integrations, platforms can fetch reference data (for 

example, GSTR-2B or Form 26AS), prefill returns, submit filings, and retrieve acknowledgments 

without manual upload of files. 

• Exception management workflows provide dashboards where ambiguous or high-risk 

transactions are flagged for human review. Instead of replacing professionals, this design channels 

their expertise to cases where professional judgment is genuinely required. 

By combining these components, automated compliance tools move the focus from end-period 

manual compilation of returns to continuous, system-driven tracking of tax positions and 

regulatory obligations. 

2.2 Implementation in Indian Practice  

In India, the adoption of automated compliance has accelerated, especially among mid-sized and 

large businesses, as well as progressive CA firms servicing multiple entities. Several observable 

patterns demonstrate this shift. 

GST compliance automation. Modern GST solutions now pull sales and purchase data directly 

from the accounting system and e-invoicing portals to prepare GSTR-1 and GSTR-3B with 

minimal manual input. They automatically reconcile ITC with GSTR-2B, highlight supplier-wise 

mismatches, and detect issues such as incorrect GSTINs, missing invoices, or ineligible ITC. For 

example, a mid-sized manufacturing unit in Pune using such a platform may reduce the time spent 

each month on GST return preparation and reconciliation by more than half, while also lowering 

the risk of human error in data entry. 

TDS and income-tax automation. Similar tools have emerged for direct tax compliance, where 

systems identify the correct TDS section based on the nature of payment, determine the applicable 

rate after considering PAN availability and relevant provisions, and compute monthly and 

quarterly liabilities. At the year-end, integration with Form 26AS and Annual Information 

Statements allows automated reconciliation of TDS credits and reported incomes. For CA firms, 

dashboards that aggregate such information across clients facilitate proactive alerts on missed 

deductions, upcoming payment dates, and filing deadlines. 

Regulatory reporting transformation. A prominent example of large-scale automated 

compliance in India is EY India's Automated Regulatory Tool (EY India ART), which reportedly 

automates up to 80 percent of the regulatory reporting cycle for banks and financial institutions. 

Built on a cloud data platform, ART streamlines data collection, validation, transformation, and 

reporting to regulators such as the Reserve Bank of India (RBI) and SEBI. By moving from 

periodic, manually prepared regulatory returns to continuous, automated reporting, such tools 

significantly reduce compliance risk and free internal resources for analysis and scenario planning. 

The adoption of these technologies is not limited to large corporates. Cloud-based offerings are 

increasingly targeting smaller enterprises and CA practices with subscription models and modular 

features, making advanced automation more accessible. Over time, this diffusion is likely to make 

automated compliance a default expectation rather than a niche capability. 
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2.3 Benefits and Ongoing Challenges 

The benefits of automated compliance are multi-dimensional and extend beyond mere time 

savings: 

• First, automation enhances accuracy and consistency by applying the same rules uniformly 

across transactions and periods, thereby reducing interpretation variability among staff members.  

• Second, real-time dashboards provide management and advisors with continuous visibility into 

tax liabilities, potential exposure areas, and upcoming obligations, enabling better cash flow 

planning. 

• Third, by freeing professionals from repetitive compilation and data-cleaning tasks, 

automation allows them to devote more attention to advisory services, strategic tax planning, and 

interpretation of complex provisions. 

However, these gains are accompanied by new challenges. One risk is over-reliance on software 

outputs without adequate understanding of the underlying legal framework, which can lead to blind 

spots if the encoded rules are incomplete or outdated. Accountants must therefore retain sufficient 

technical knowledge to validate system logic and identify situations where manual overrides are 

necessary. Data security and privacy also emerge as serious concerns, particularly where cloud-

based platforms host sensitive financial and personal information. Ensuring compliance with data 

protection norms, implementing robust access controls, and negotiating clear contractual  

responsibilities with technology providers become crucial tasks. 

Another challenge is the pace of regulatory change in India. Frequent amendments, evolving 

judicial interpretations, and new reporting formats require continuous updates to rules engines and 

validation checks. Firms that implement automated solutions must plan for ongoing maintenance 

and testing, rather than treating implementation as a one-time activity. Lastly, there is an internal 

change management dimension: staff members need to be trained not only on how to operate new 

tools but also on how to interpret their outputs and collaborate effectively with technology. 

 

3. AI-Driven Forensic Auditing 

3.1 From Reactive Investigations to Data-Driven Surveillance 

Forensic auditing in India has traditionally been associated with high-profile frauds, non-

performing asset (NPA) investigations, and regulatory probes, usually initiated after serious issues 

have already surfaced. In such engagements, auditors would manually select samples, trace 

transactions across ledgers and bank statements, and conduct interviews to reconstruct the flow of 

funds and identify irregularities. This approach, while thorough in some respects, is inherently 

constrained by time, human capacity, and the sheer volume of data involved in modern business 

operations. 

AI-driven forensic auditing represents a significant departure from this paradigm. Instead of 

relying solely on human sampling and intuition, it employs algorithms to scan entire datasets for 

patterns that deviate from expected norms. Techniques such as anomaly detection, clustering, and 

predictive modeling enable auditors to surface suspicious transactions, entities, or relationships 

that might otherwise remain hidden. 

Key technologies underpinning AI-based forensic work include: 

• Anomaly detection models that identify unusual payment frequencies, round amounts, or 

unusual counterparty combinations; applications of Benford's Law to detect fabricated figures. 

• Machine learning models that benchmark an entity's financial ratios, growth patterns, or 

working capital cycles against industry peers. 
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• Natural language processing (NLP) tools that analyse narrative content in annual reports, 

management discussion and analysis (MD&A) sections, emails, and minutes to flag potentially 

misleading or evasive language. 

• Graph analytics that map relationships among companies, directors, suppliers, and bank 

accounts to reveal circular transactions, related-party networks, or shell entities. 

By integrating these technologies into forensic workflows, practitioners can shift from limited-

scope, sample-based examinations to more comprehensive reviews that cover a much higher 

proportion of transactions and counterparties. 

3.2 Adoption by Indian Regulators and Institutions 

Indian regulators and financial institutions have begun to invest in AI-powered tools for 

surveillance and forensic purposes, recognizing their potential to strengthen oversight and early 

detection of irregularities. 

Comptroller and Auditor General (CAG). The CAG has publicly emphasized the importance 

of AI and machine learning (ML) in modern auditing, particularly for detecting irregularities in 

large-scale government schemes and benefit programs. By analysing electronic records across 

departments, AI systems have reportedly helped uncover cases of tampering, duplicate 

beneficiaries, and irregular fund flows that might not have been detected through manual scrutiny 

alone. CAG has also highlighted the role of digitization in enabling remote audits and facil itating 

near 100 percent coverage of datasets such as GST and income-tax records, moving beyond 

traditional sampling. 

Securities market surveillance. The Securities and Exchange Board of India (SEBI) and stock 

exchanges deploy AI-based surveillance engines to monitor trades and order flows in real time. 

These systems look for hallmarks of insider trading, pump-and-dump schemes, circular trading, 

and price manipulation by correlating trading patterns with corporate announcements, 

shareholding changes, and historical behaviour. When such systems flag suspicious activity, 

human investigators can then delve deeper, request additional information, and initiate 

enforcement action where warranted. 

Banking sector. Banks, especially those grappling with stressed assets and rising NPAs, are also 

leveraging AI tools to strengthen their forensic review processes. When loan accounts are 

classified as stressed or move into resolution, AI platforms can rapidly ingest bank statements, 

ledger entries, GST returns, and ROC filings to trace the movement of funds. Some solutions claim 

to reduce investigation timelines from several weeks to a matter of hours by automatically mapping 

fund flows across related entities and highlighting potential diversion or misuse. These outputs, 

when subjected to professional scrutiny, can form the basis for recovery strategies, forensic 

reports, and legal proceedings. 

3.3 Illustrative Case Scenario 

Consider an illustrative case where a public sector bank commissions a forensic audit after a real 

estate developer defaults on a large term loan. Traditionally, auditors would manually examine a 

subset of transactions, review project progress reports, and conduct site visits to understand 

whether funds were utilized as per sanction terms. With an AI-enabled forensic platform, the 

process can be re-engineered. 

The forensic team first ingests data from the borrower's bank accounts, the lender's internal 

records, the company's ledgers, GST returns, and corporate filings. The AI system applies anomaly 

detection algorithms to identify patterns such as large round-sum transfers to newly formed 

entities, repeated payments to vendors with minimal or no corresponding GST reporting, or 

frequent fund movements between related parties without clear economic rationale. Using graph 



 

 

JAMRSD | Volume No.: 05, Special Issue No.: 02(A), 2026 | ISSN: 2583-6404 

www.ijamrsd.com |  Journal of Advanced Multidisciplinary Research  | [436] 

                        Studies and Development 

analytics, it constructs a visual network of entities, directors, and accounts linked to the borrower, 

revealing clusters of counterparties that may be functioning as conduits for diversion. 

The platform cross-verifies whether the supposed suppliers or contractors have filed corresponding 

GST returns or show reasonable business activity in public data. Entities with negligible filings, 

mismatched turnover, or shared directors trigger red flags. Within a short time, the forensic team 

obtains a prioritized list of suspicious transactions and relationships that warrant deeper manual 

investigation. 

Human auditors then examine underlying documents, conduct interviews, and apply professional 

judgment to validate the machine-generated leads. The final report details the instances of fund 

diversion, the network of related entities involved, and the extent of losses to the bank, supported 

by digital evidence extracted from the AI analysis. This example illustrates how AI does not 

replace forensic auditors but enhances their capacity to identify and document complex schemes 

in a time-bound manner. 

 

4. ICAI Guidelines and Professional Standards 

As AI and automation become embedded in accounting and auditing workflows, professional 

bodies have a critical role in defining boundaries, expectations, and safeguards. The Institute of 

Chartered Accountants of India (ICAI) has taken early steps in this direction by issuing guidance 

on the use of AI tools in practice and by curating real-world use cases through its AICA (AI in 

Chartered Accountancy) initiative. 

ICAI's guidance reiterates that traditional ethical principles—integrity, objectivity, professional 

competence, due care, confidentiality, and professional behaviour—apply with equal force in AI-

assisted engagements. Tools that automate parts of audit, tax, or advisory workflows must produce 

outputs that are transparent, auditable, and capable of being independently verified. CAs cannot 

delegate their responsibility for forming an opinion or providing advice to an algorithm, even if 

the underlying model is sophisticated. 

Key expectations highlighted by ICAI and related commentary include the following: 

• Transparency of AI outputs. Professionals should be able to explain, at least at a conceptual 

level, how an AI tool arrives at its conclusions, which data sources it uses, and what assumptions 

underlie its logic. Black-box systems that cannot be interrogated or documented pose risks to audit 

quality and accountability. 

• Retention of professional judgment. AI-generated recommendations or anomaly flags must 

be treated as inputs to, not substitutes for, professional judgment. CAs must evaluate whether 

outputs are reasonable in light of applicable standards, legal provisions, and contextual knowledge 

of the client's business. 

• Documentation and audit trails. When AI tools are employed, practitioners should document 

the scope of their use, the nature of data processed, key parameters or thresholds applied, and how 

the outputs influenced the final conclusions. This documentation supports both internal quality 

review and external inspection. 

• Ethical and legal oversight. CAs remain responsible for compliance with confidentiality 

obligations, data protection norms, and intellectual property laws when they upload client data into 

third-party tools or cloud platforms. Due diligence on vendors, contractual safeguards, and 

informed client consent become integral to ethical practice. 

The AICA portal maintained by ICAI showcases a variety of AI use cases relevant to Indian CAs, 

including automated GST reconciliations, intelligent TDS identification, AI-assisted review of 

bank statements in forensic audits, and practice management analytics. By highlighting successful 
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implementations and potential pitfalls, ICAI signals that AI literacy is no longer optional for 

aspiring and practising chartered accountants. 

 

5. Implications for Accounting Professionals 

5.1 Evolving Roles and Value Propositions 

The rise of automation and AI does not render accountants redundant; rather, it redefines what 

clients, employers, and regulators expect from them. As routine bookkeeping, data entry, and 

straightforward compliance tasks become increasingly automated, the comparative advantage of 

CAs and accounting professionals shifts towards higher-order work that involves interpretation, 

judgment, and advisory insight. 

One emerging role is that of technology supervisor or process architect. Professionals are 

expected to design, configure, and oversee automated workflows, ensuring that system rules 

correctly reflect applicable laws and that exception-handling processes route complex cases to the 

right experts. This demands a blend of domain knowledge, process thinking, and comfort wi th 

digital tools. 

Another expanding role is that of forensic and risk specialist. With AI tools surfacing patterns 

and anomalies in large datasets, CAs are increasingly called upon to interpret these findings, 

distinguish genuine red flags from false positives, and craft legally defensible narratives for use in 

internal investigations, regulatory submissions, or court proceedings. Their credibility, 

professional skepticism, and understanding of business realities remain crucial in determining how 

machine-generated insights translate into actionable conclusions. 

Finally, there is growing demand for CAs to function as strategic advisors who leverage data 

analytics to inform business decisions, tax planning, risk management, and governance reforms. 

Automated compliance engines and AI dashboards can provide timely indicators of margin 

pressures, working capital stress, or compliance exposure. Professionals who can synthesize these 

signals into clear recommendations add significant value beyond traditional reporting roles. 

5.2 New Competencies and Learning Pathways 

To thrive in an AI-enabled environment, accounting professionals must augment their traditional 

training with new competencies, many of which sit at the intersection of technology and analytics.  

1. Data literacy becomes foundational. CAs need to understand data structures, database 

concepts, and basic querying techniques to interact effectively with systems, assess data quality, 

and interpret analytical outputs. This does not necessarily mean becoming full -fledged 

programmers, but it does require comfort with concepts such as APIs, data pipelines, and 

reconciliation logic. 

2. AI interpretation skills are increasingly important. Professionals must be able to question the 

assumptions embedded in models, evaluate whether a particular algorithm is appropriate for a 

given task, and cross-check outputs against accounting principles and substantive testing. 

Awareness of concepts such as bias, overfitting, and model drift can help CAs participate 

meaningfully in discussions about AI deployment and validation. 

3. Technology integration and project management abilities are in demand. Implementing an 

automated compliance or forensic solution often requires coordination among vendors, IT teams, 

finance staff, and management. CAs who can articulate requirements, prioritize features, manage 

change, and train users will be better positioned to lead such initiatives. 

4. Ethical AI governance is emerging as a distinct area of responsibility. Professionals must 

remain alert to privacy implications, potential discrimination or unfair treatment arising from 
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algorithmic decisions, and the risk of over-automation in areas that demand nuanced human 

judgment. 

Continuous professional education programs, industry certifications, and ICAI-led initiatives can 

play a crucial role in equipping the next generation of accountants with these skills. 

 

6. Future Directions 

Looking ahead, several trends suggest how automated compliance and AI-driven forensic auditing 

are likely to evolve in the Indian context. These developments will further influence the nature of 

accounting work and the expectations placed on professionals. 

Continuous assurance. A major trajectory is the shift towards continuous assurance. Instead of 

confining compliance checks and audits to quarterly or annual cycles, organizations are beginning 

to adopt systems that monitor transactions, controls, and key indicators on an ongoing basis. AI-

enabled dashboards can highlight unusual deviations in near real time, allowing management and 

auditors to respond more quickly to emerging issues. 

Predictive compliance. Closely related is the concept of predictive compliance. By analysing 

historical data and current trends, AI models can forecast likely tax liabilities, potential shortfalls 

in advance tax payments, or areas where GST or TDS compliance is at risk. This enables a more 

proactive, preventive approach to compliance management, where issues are addressed before they 

crystallize into penalties or disputes. 

Blockchain integration. Another promising area is integration with blockchain and distributed 

ledger technologies. When combined with AI, blockchain-based systems can offer tamper-evident 

audit trails and smart contracts that automatically enforce certain compliance conditions, such as 

release of payments only when tax documentation is complete. While still at an early stage of 

adoption in India, such architectures could, in the long run, simplify verification and reduce 

opportunities for manipulation. 

Natural language interfaces. Natural language interfaces are also expected to become more 

prevalent. Voice-enabled assistants and chatbots, trained on tax and corporate law content, may 

assist clients and staff in answering routine compliance queries, collecting documents, or guiding 

them through filing steps. For CAs, such tools can serve as front-line support, freeing time for 

complex matters that genuinely need human expertise. 

By 2026 and beyond, it is reasonable to expect Indian accounting workflows to become more 

predictive, preventive, and insight-driven, with compliance embedded seamlessly into day-to-day 

operations rather than treated as an end-of-period obligation. In this environment, the distinction 

between "accounting work" and "technology work" will continue to blur, reinforcing the need for 

professionals who are comfortable operating at this intersection. 

 

7. Conclusion 

The future of accounting in India is being reshaped by two intertwined forces: automated 

compliance systems that streamline and standardize regulatory obligations, and AI-driven forensic 

tools that enhance the detection and investigation of financial irregularities. Automated platforms 

have already demonstrated their ability to reduce manual effort in GST, TDS, income-tax, and 

regulatory reporting, with examples such as EY India's ART illustrating the scale of possible 

efficiencies in heavily regulated sectors like banking. At the same time, the experiences of CAG, 

SEBI, banks, and forensic practitioners show that AI-enabled analytics can uncover fraud patterns 

and diversion schemes that would be extremely difficult to detect using traditional methods alone. 



 

 

JAMRSD | Volume No.: 05, Special Issue No.: 02(A), 2026 | ISSN: 2583-6404 

www.ijamrsd.com |  Journal of Advanced Multidisciplinary Research  | [439] 

                        Studies and Development 

Yet, technology does not diminish the importance of professional judgment; if anything, it 

heightens it. As AI tools surface more information and more potential anomalies, the role of the 

accountant and auditor in interpreting these signals, applying ethical standards, and 

communicating balanced conclusions becomes even more critical. Professionals who embrace data 

analytics, automation tools, and continuous learning are likely to find expanded opportunities in 

areas such as risk advisory, forensic services, and strategic consulting, while those who rely solely 

on manual methods may face increasing obsolescence. 

The transformation also raises important questions about ethics, accountability, and governance. 

Issues such as algorithmic bias, data privacy, consent, and the allocation of responsibility between 

human professionals and technology vendors must be addressed thoughtfully. ICAI's emerging 

guidance and initiatives like the AICA portal signal an institutional recognition that AI is now 

integral to accounting practice, but they also underscore that ultimate responsibility for 

professional work remains with the human signatory. 

As India's regulatory environment continues to evolve, particularly with initiatives like the 

proposed new Income-tax Act and ongoing digitalization of compliance processes, the fusion of 

professional expertise with intelligent automation will likely define what "excellence" in 

accounting means in the coming decades. Accountants who position themselves at this frontier—

as informed users, critical evaluators, and ethical stewards of AI—will play a central role in 

shaping a more transparent, efficient, and trustworthy financial ecosystem. 
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