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INTRODUCTION

I, the Chairman, Committee on Public Accounts, having been authorised by
the Committee to present this Report, on their behalf present the 59+ Report on
paragraphs relating to Taxes Department contained in the Report of the
Comptroller and Auditor General of India for the year ended 31* March, 2012
(Revenue Rcceipts)._ '

The Report of the Comptroller and Auditor General of India for the year
ended 31" March, 2012 (Revenue Receipts) was laid on the Table of the House
on 19" March, 2013, ' '

The Committee considered and finalised this Report at the meeting held on
I* July, 2019. : '

The Committee place on records their appreciation of the assistance rendered
to them by the Accountant General in the examination of the Audit Report,

_ _ V. D. SATHEESAN,
Thiruvananthapuram, ' Chairman,
Ist July, 2019, Committee on Public Accounts.



REPORT
" TAXES DEPARTMENT
AUDIT PARAGRAPH |

- (Other audit observations

Assessment records of sales tax/value added tax (VAT) in Commercial
Taxes Department were scrutinised in Audit and found -several cases of non-
observance of provisions of the Acts/Rules, non/short levy of tax/penalty/ interest,
incorrect determination / classification of tunover and other cases as mentioned in
the succeeding paragraphs in this chapter. These cases are illustrative and are
based on a test check carried out in audit. Such omissions on the part of assessing
authorities (AA) are pointed out in audit each year, but not only the irregularitics
persist; these remain undetected tifl an audit is conducted. There is need for the
Government to improve the intemmal control system including strengthening of the
internal audit to ensure that such oraissions are detected and rectifi ed.

Non-observance of provisions of the Acts/Rules

The Kerala General Sales Tax/Kerala Value Added Tax / Central Sales Tax
Acts and Rules made there under provide for:

(i) levy of tax/interest/penalty at the prescribed rate:

- (ii) allowing exemption of turnover subject to fulfilment of the prescribed
conditions ; and

(iii) allowance of input tax credit as admissible. -

It was noticed in Audit that the AAs while finalising the assessment did not
observe some of the provisions which resulted in non/short levy/ non- realisation
of tax/interest/penalty of ¥67.52 crore as mentioned in the paragraphs 213110
2.13.15.2.

[Audit Paragraph 2.12 to 2.13 contained in the Report of C & AG of India for the
year ended 31st March 2012 (R.R)]

Notes furnished by Govt. on the above audit paragraphs are included as
Appendix - I1.

L. Regarding the audit paragraphs 2.12-2.13, the Commissioner GST
Department’ informed that there were 16 major paras consisting of 69 specific
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cases, and out of which 50 paras were sustainable, 7 were partially sustainable
and 12 were not sustainable. He then explained the initiatives taken by the
- department to enhance the efficiency of the officers. He informed that the
department studied all audit paragraphs concerned with taxes department
contained in C&AG Reports of 2015 onwards. The depariment had launched a
systematic training to all officers inorder to avoid repeated observations in futyre.
He added .that the specific cases were categorised and analysed based on
taxfinterest effect of above ¥ | crore, between ¥ 50 jakh - ¥ Icrore, between
¥ 25 lakh - T 50 lakh and below ¥ 25 lakh and action had been taken in all cases
which were above ¥ 1 crore, '

2. The Commissioner GST department further explained that inorder to
.avoid repeated observations in audit reporis, they compiled the circulars regarding
clarifications and internal aundit observations .of Rast two years and distributed it
among the field officers and uploaded in the website also. He added that in every
year tax rate was oeing changed with the Finance Act and in some cases tax rates
happened to be misfaken.' In order to avoid this mistakes in future, a tax 'rate
- matrix of all commodities and work contracts of the previous five years had been
created and wploaded in the website. To a query of the Committee, the
Commissioner, GST department informed that in every year the matrix was
updated with tax rates indicated against the respective commodity names along
with the numbers assigned, He supplemented that it was necessary to improve the
internal Al;dil wing to ensure that short levy due to omissions, non-observance of
provisions of the Acts and Rales were detected and rectified.

3. Consequent to the frequent observations by the Comptroller and
Auditor General to strengiben the department, instructions were given to Internal
Audit team to find out more revenue growth centres among 180 circles. Strict
instructions were also issued from time to time for assessing officers to go Lhrdugh‘
the audit observations of both the C&AG and the internal audit.

4. The Committee enquired about the method of scrutiny of the
department and the witness, Commissioner GST department informed that the self
- assessment submitted by a tax payer needed to be scrutinised. After the
implementation of VAT, a dealer had to file the return by self assessment of tax,
But unfortunately a few field officers could not scrutinise all the returns filed by
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the tax payer. To a query abour additional demand over the paid tax, the
Commissioner informed that the limitation period for such demand was five years,
But the limitation period could be extended provided certain study or C&AG audit
necessitated so. The Committee opined that, taxes were received at the time of
self assessment and on receiving the self assessed tax for two years, there would
be a tendancy to file the return with reduced tumover and lesser tax amounts. The
Commissioner informed that almost 16000 out of 2.4 lakh dealers contributed
85% of tax amount and 6000 ‘dealers contributed 10% revenue and in short -
22000 dealers contributed 95% of the revenue. He added that since it was
impractical to focus on all dealers, the department mainly paid atiention on those
persons who had made violations 1o a greater extend. He added that priority
would given to scrutinise them by sending the history sheet of those persons to the
District Commissioners, :

5. To the queries about GST, the witness, Commissioner GST department
- informed that three important menu in GST software are registration, return filing
and payment. Since these three modules were common to the whole country, it
would be done by GST department of India. But the assessment of audit, legal
cases and the monitoring System would be done by the State Governments, He
added that some states had obtainecl sanction for GSTN (Goods and Service Tax
Network) to prepare their backend module. Karnataka, Kerala, Tamil Nadu,
‘Maharashtra, Andhrapradesh, Sikkim and Meghalaya already developed their own
software for this. He continued that NIC was the system integrater in Kerala in
addition to the software development team of the department and the system
would be implemented in all places-including Kerala by March 2018.

6. When the Committee enquired whether there was monitoring system, the
witness replicd in »ffirmative. The Committee then enquired whether there was profit
or loss after the implementation of GST. The witness, Commissioner GST department
informed that it was a very important issue which had been discussed in GST council
and added that check posts were existed in the VAT period. But the GST council
decided that there would be no need of check posts as India would become a single
market. He added that the states like Kerala, Kamataka and West Bengal were
demanded for continuing e-declaration system. e-way Bill system was approved in
GST councit. Fot transporting the goods through e-way Bill system; e-way Bill
declaration must be needed. He added that while carrying goods the system could

- check the e-declaration status of a vehicle through mobile or RA finding scanner. He
further informed that mobile, squads were there in all states for random checking.
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7. To the query of the Committee on bow to assess business persons who
had not registered, the Commissioner, GST Department informed that it could be
found out by random checking and no provision in GST for physical checking and
approval of each and every vehicle,

Cominenis

8. The Committee appreciated the strenuous efforts taken by Commercial
Taxes Department for the fruitful settlement of audit observations and commented
that it would be a model to other administrative departments as well.

VALUE ADDED TAX

Tumover escaped assessment

(CTO Special Circle,
Palakkad, Kottayam and 1
ircle, Kottayam)

/Under Section 42(2) of KVAT Act
2003, if there is omission or mistake in
annual return with reference to audited
figures, the assessee is required to file
revised annual return along with the
audited statements and if tax liability
increases he shall file proof of payment
of balance tax, interest thereon and
\twice interest as penal interest.

Cross  verification  of
udited Accounts attached with
the VAT Returns furnished by
four assessees for the period
from 2005-06 to = 2009-10
revealed that the assessee had
depicted their wmover short by
. JT¥ 45.96 crore. The retarns filed
/" by the dealers for the period
from 2005-06 to 2008-09 were
at.cepted by the Dcparlment as self assessed without any verification. Accepting
of incorrect returns resulted in short realisation of tax of ¥ 5.97 crore.

After this was pointed out in audit, the Government accepted the audit’
observation in two cases and created additional demand of ? 49.2) Lakh; their .
reply in the remaining cases has not been received (December 2012).

{Audit Paragraph 2.13.1.1 contained in the Report of C & AG of India for the
year ended 31st March 2012 (R.R)].

Notes furnished by Govt. on the above audit paragraph is included as
Appendix -Il.

9. While considering the aud:l observation about the incorrect acceptance of
VAT returns filed by four® dealers resulted in short realisation of tax of

"’Ma“s Kailas Rubber Co Lid., M/s St Antony'’s Motors India Lid., M/s Southern Jspat, SEPR
Refractories India Ltd. .
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T 5.97 crore; the witness, Commissioner GST department deposed that in the case
of M/s Kailas Rubber Co. Ltd., the audit findings were partially sustainable and the
detailed reply in this regard had already been furnished, :

10. Then an. officer from the office of the Accounta.nt General remarked that
if the reply were submitted before finalising the audit rebort such observations
could have been avoided. :

1L, The Committee accepted the explanation furnished by the department, It
also accepted the remedial measures in the case of M/s St. Antonys Motors India
Ltd. , M/s Southern Ispat and M/s SEPR Refractories India Ltd. and directed the
department to submit a statement regarding the realisation of additional demand in
the last case. .

Conclusion / Recommendation

12. Regarding the case of M/s SEPR Refractories India Ltd., the Commitice directs the
GST department to submit a statement regarding the reafisation of additional demand.

[CTO (WC), Ernakulam)

Under Rule 10(2) of KVAT Rules
2005, in relation to works contract,
where the transfer is not in the form of
goods, the taxable turnover is arrived
at after deducting labour and other
charges specified therein from the
contract receipts.  If it is not
ascertainable from the books of
accounts of the dealer, the total
turnover in respect of such works
contract shall be computed after -
deducting labour and other charges at
the percentage prescribed therein.
Labour and other charges deductable
in  works  contract invloving.

\mstallation of plant and machinery is

GR Engineering (P) Limited
engaged in works contract had a
contract receipt of  ¥39.3] crore

tate purchases and interstate stock.
transfer for T 26.52 crore and did
ot file detailed account of labour -
d other charges. The taxable
umover after granting deduction
f T 590 crore aggregated
T 33.41 crore. The assessee how
ever claimed deductions of
¥ 30.19 crore and assessed only -
T 9.12 crore to tax. This resulted
in short levy of tax, cess' and
interest of ¥ 3.74 crore,

15 percent.

1 Finance Act 2008 introduced cess at one percent on'the tax payable under Section 6 and 8 of KVAT and

Section 5 and 7 of KGST Act to fulfill commitment of the - Government to provide and finance a

comprehensive Social Security Scheme,
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The matter was pointed out to the Department (March 2011) and reported to
Government (February 2012). "The Government stated (October 2012} that the
assessment was completed (December 2011) under Section 25(1} disaltowing the
claim for exemption. Further report has not been received (December 2012).

« [Office of the Assistant Commissioner (WC & LT), Emakulam]

- M/s PC Thomas and company, an Engineering company had a total contract
receipt of ¥ 10.66 crore during 2008-09 out of which ¥ 3.18 crore related to labour as
per the accounts. Though the adminisirative, selling and other expenses, profit
" elerment etc. to the extent of supply of labour amounting to ¥ 76.22 lakh were only
deductable from the contract receipt along with. labour charges of
T 3.18 crore, the assessee availed deduction of ¥ 6.19 crare, the entire cost of
establishment and other overhead charges and profit without limiting them to the
extent they are relatable to the supply of labour and service. This resulted in short
levy of tax, cess and interest of ¥ 26.56 lakh. '

The matter was pointed out to the Department (March 2011) and reported to
- Government {February 2012); their reply has not been received (December 2012.)

[Audit Paragraph 2.13.1.2 contained in the Report of C & AG of India for the
"year ended 3lst March 2012 (RR)}.

Notes furnished by Govt. 0n. the above audit paragraph is included as .
Appendix-II.

13. Regarding, M/s G.R. Engineering (P} Ltd. the Committee enquired whether
any additional demand was created and if so, it was collected or not. The witness,
Commissioner, GST department agreed to furnish a detailed statement regarding this
collection. ' :

14. Regarding Mfs P.C. Thomas and Company, the Committee opined that the
method adopted by the assessing authority for the preparation of annual return and
accounts was not comect. An officer from the office of the Accountant General
informed that direct expenses were deducted insiead of exempting labour charges.
The department informed that actual short levy is ¥1,58,292 and action would be
taken t0 complete the assessment undersection 25(1) to realize the abave short levy.
The Committee accepted the Government reply. ' '
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* _(CTO, Special Circle H, Ernakulam)

the supply angd installation of any machinery

équipment or any other System where the e o

goeds involved are assembled and installed commissioning  of  ajr

aiid the labour employed for installation i conditioning system.

only incidental to the supply of such goods, Since the dealer
It ‘was ‘judicially held® that if the major Jdeals in the supply of air

component of the end prodyct is the material [conditioners, erection and .
consumed in producing the chattel to be [commissioning of g
‘delivered and skill and laboy; are employed  feonditioners' is not works:
for converting the main components into the lontract but a sale. But
end products but the skill and labour are only Jthe  assessce. availed
incidentally used then the delivery of the end CXemption - for ¥ 944
- product by seller to the buyer wili constitute a ferore and ¥ 4.36 crore
\5ale and not works contract, - towards labour and other

- : - ' _ charges for the years

2008-09 and 2009.10 which is actuaily, incidental to saje of air conditioners,
Thus incorrect exemption resulted in short levy of tax amounting to ¥ 2.2 crore
including interest, ' '

This was pointed out to the Departﬁ:cnt (December 2011) and reported to
Jovernment (June 2012); their Teply has not been received {December 2012).

* (CTO, Special circle 11, Ernakulam)
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sub contractors. As installation of lift is part of sale, deduction of labour element is
not admissible. Moreover, as the work involves alone it is not liable to tax in the
hands of sub contractor. It was noticed (Nov'embér 2011) from the assessment rcco_rds
of the assessee that the assessing authority also did not disallow the exemption.. This
resulted in short levy of tax, cess interest of ¥ 93,17 lakh. '

This was pointed out to the Department (November - 2011) -and reported to
Government (June 2012); their reply has not been received (December 2012).

.+ [CTO(WC &LT), Pathanamthitta]

ﬂder Rule 10(2) (a) of KVAT Rules, in
" the case of works-contract where transfer
of property take place not in the form of
* goods, taxable turnover is arrived at after

Sri.K.N. Madhusoodhanan, a
works contractor had a total
works contact receipt of
% 22.82 crore during 2008-09.

" deducting labour charges and other
charges specified therein from the
contract receipts. However, as per the
proviso -there under when the turnover
arrived at after allowing the eligible

deduction falls below the cost of goods

t was noticed (November
2010y from the annual
ccounts of the assessee that
the admiissible deductions’
ere only 19.47 crore. Thus
ihe taxable turnover should

transferred in the execution of works fhave been 1336 crore.
contract an amount equal to the cost of |[However, the  assessee
goods transferred in execution . of [claimed  exemption  of

contract, together with profit shall be
taxable turnover in respect of such works
ontract.

T 12.99 crore to arrive at the
taxable tumover of ¥9.84
crore on which output tax of
: _ T 78.72 lakh was computed.
This resulted in escape of tumover of ¥ 3.52 crore and consequent short levy of tax
and interest of T 52.42 lakh. -

After this was pointed out to the Department (November 2010) the assessing
authority stated (December 2010) that notice had been issued to the dealer.

The matter was reported to the Govemnment in April 2012 ; their reply has-not
been received (December 2012.) '

3. Allowable deductions in this case being consumables, hire charges, sale expenses, testing and

commissioning, transpurtation wages and salary.
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* (CTO, Special Circle, Kollam) . -
' M/s  United  Electrical

( Under explanation V to Section 2 (1ii)
of KVAT Act, 2003, where a dealer
receives in any return period any
amount due to price variation in
respect of any sale effected during the
earlier return period, such amount
shall "be deemed to be turnover
relating to return period in which such
amount is received.

sessed to tax of 724.78
. It was noticed that the
caler received an amount of
270 crore during
2007-08 - towards price
variation. = This had to be
. included in  the sales
turnover. But the assessee did nol include this amount in the turnover of ¥24.78
crore conceded in the annual return. This resulted in short levy of tax of ¥40.77 lakh.

The matter was pointed out to the Depariment (April 2010) and reported o
Government (June 2012); thé Government stated that the assessee included in their
accounts the increase in prices expacted to be received during the year subjected to
approval of Government and hence the amount was not assessed to tax, Reply is not
correct since the amount has been recognised by the auditors and receipt has been
- shown clearly in the P & L account. Moreover the sales turnover as per annual
accounts was arrived at including the price variation. '

* (CTO Special Circle, Kottayam)

M/s. Lamy Agencies,
Kottayam, a  dealer in

/ Under Section 25 of the KVAT Act, if for
any reason, whole or any part of the
turnover of business of a ‘dealer had
escaped assessment of tax in any year,
assessing authority may proceed to
determine to best of his judgement, the
turnover which has escaped assessment to
tax and assess tax payable on that
turnover within five years from the last
date of the year to which the return
\relates. ' '

edicine for T 10.39
re during 2009-10 as per
e extract of issue register
f C/F forms  sub
itted by the assessee to
e Department. But the
sessee disclosed interstate
purchase/stock transfer of
. ¥5.60 crore only in the
annual return. The assessing authority did not detect the suppression of purchase
tornover of ¥ 4.79 crore. This resulted in short levy of tax, cess and interest which
works out to T 40,32 Lakh. '

872/2019.
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After this was pointed out to the Department in August 20ii, the Department
stated (December 2011) that notice had been issued to deposit thc escaped tax.
Further report has not been received (December 2012)

The case was reported to the Government (February 2012); their reply has not.
been received (December 2012),

+ (CTO, Second circle, Kalamassery)

M/s Mapsons & Co. Auto (P) Lid. is a dealer in automobile spare parts,
accessories and generators. They conceded a taxable turnover of T 10.48 crore as
per annual return for 2009-10 for which OPT wes assessed.

It was noticed in Audit (April 2011) that the turnover of the dealer for
2009-10 based on copy of the Sales Register of assessee made available by the
intelligence squad was ¥ 11.20 crore. No action was taken to assess the tax as required
under Section 25, This resulted in short levy of tax, cess and inierest of
< 8.12 lakh on the differential turnover of ¥ 72.06 lakh.

After this was pointed out in April 2011, the Department in December 2011
informed that the assessment was revised and demand notice issued for
¥ 37.151akh. Further report has not been received (December 2012).

The matter was reported (June 2012) to the Government; their reply has not
been received (December 2012).

+  (CTO, Special Circle, Kottayam)

As per entry 134 of List A annexed to III It was noticed (August
Schedule to KVAT Act, sales turnover of [2010) from the audited
natural rubber latex of all qualities are [iccounts of M/s. Plantation
taxable at the rate of four percent. rporation of Kerala Lid.
for the year 2009-10 that the
Corporation received an amount of ¥ 3.29 crore as slaughter tapping income from
rubber plantation and prior period income. However, the assessing authority did not
_assess the same to VAT. This resulted in short levy of tax, cess and interest -
amounting to T 15.29 lakh.

~ After the matter was pointed out in August 2011 to the Department and reported
to Government (Fébruary 2012); the Government stated (August 2012) that
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assessment was finalized (October 2011) based on audit observation for which
. assessee filed appeal before DC {(Appeal) Kottayam who stayed collection. Further
remarks have not been received (December 2012).

* (CTO, I Circle, Thrissur)

Under KVAT Act, 2003 motor bodies built | was noticed (uly 2011

on chassis of motor vehicles are liable to be |7 e assessment records

taxed at 12.5 percent. It was judicially held [Pf M/s PSN Industries (P)

that construction of body on a vehicle is a [Lid. that the assessee did
~ contract of sale. : Ot assess o tax an amount
_ . of ¥ 82.25 Jakh received as
labour charges while conipleting the self aSsessmen_t during 2009-10. Though labour
charges are not deductible from réceipts on bodies built on chassis of motor vehicles,
the assessing officer did not levy tax on the amount, This resulted in short levy of
tax, cess and interest of T 11 84 lakh. ‘

The matter was peinted out in August 2011 to the Department and reported to
Government (November 2011). Further information has not been received (December
2012). ' '

* (CTO, I circle, Thrissur)

It was noticed (July 2011) from the assessment records of M/s PSN Motors P
Ltd. for 2008-09 that the assessee engaged in body building did not assess to tax an
amount of ¥ 50.43 lakh received towards labour and ¥ 25 lakh being the valye of iron
and steel transferred, was assessed at four percent. Though cost of materials used and
labour involved in body building of vehicles are to be included in the sales turnover
of body built, the assessing officer did not levy tax on the above amount at the correct
rate of 12.5 per cent. This resulted in short levy of tax, cess and interest of T9.70
lakh, ' ' :

This was pointed out to the Department (July 2011 and reported to Government
{November 2011). Their reply has not been received (December 2012).

4. Mckenzies Ltd. Vs State of Maharashtra {5C)
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+  (CTO, I Circle, Alappuzhs)

As pex entry 110 of Il Schedule to KVAT Mis  Royal  Enterpriscs.

Act, safety matches are taxable at four lappuzha is an assessee

percent:  Handmade safety matches are |dealing ~ with  tobacco’
exempted from tax under entry 24 of 1 {products, safety matches,
Schedule to the A_Ct' cigarettes etc. The assessee

_ _ filed annual return for the
year 2009-10 conceding total and taxable sales turnover of ¥ 32.67 crore and
T 30.76 crore respectively.

It was néticed (May 2011) from the annual returh that the assessee claimed
exemption on a turnover of ¥ 1.91 crore relating to machine made safety maiches sold
during 2009-10 as if it were handmade. Incorrect exemption availed resulted in
turnover escaped assessment and consequent short levy of tax and interest of
¥ 8.63lakh.

The matter was pointed out (May 2011) to the Department and reported
(November 2011) to Govei‘nmem; Government siated (March 2012) that assessment
was revised (December 2011) creating an additional demand of ¥ 9.17 lakh including
~ interest. Further information has not been received (December 2012).

» (CTO, Chavakkad)

. - i M/s Rajah Timber
Under explanation IiI (i) to- Section 2(1ii) of ompany Chavakkad
KVAT Act 2003, the amount for which goods are -
sold shall include any sum charged for anything
done by the dealer in respect of the goods sold at
the time of, ar before, the delivery thereof, fibre foam etc. It was
noticed  (December
2010) from  the

assessment records for 2008-09 that the assessee self assessed to tax a sales turnover

was a dealer in

imber, fumiture,

of ¥ 2.74 crore oﬁly. The sales turnover as per annual accounts for the year was
% 3.29 crore. Thus, turnover of ¥ 54.75 lakh escaped assessment. This resulted in
shott levy of tax, cess and interest of ¥ 7.56 lakh.
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After this was pointed out in December 2010 to the Department and reported to
Government (June 2012); the Government stated (September 2(12) that turnover
escaped was assessed to tax undeg Section 25(1y of KVAT Act (March 2011). Farther
report has not been received (December 2012).

* [CTO, (WC & LT) , Mattancherry]

M/s Anchor Structural, was a works contractor engaged in production and
- supply of electric post to KSEB. They disclosed taxable turnover of ¥ 5.72 crore and
¥ 5.49 crore for 2008-09 and 2009-10 respecuvely

It was noticed (May 2011) from the assessment records that the assessee did not
include in their taxable turnover the transportation charges of T 1.53 crore received
during 2008-09 and 2009-10 for delivery of poles at site. 'The escape of turnover
from assessment resulted in short levy of tax, interest and cess of ¥ 7.27 lakh.

After the matter was pointed out (May 2011) to the Department and reported to
Government (December 2011); Government stated (October 2012) that in light of the
audit observation the assessments were completed (September 2011) under Section 25
of KVAT Act, Recovery report is awmled {December 2012).

* [CTO (WC), Ernakulam]

/ Section 8 (a) (i) of KVAT Act stipulates that any \WS KM. Elias

works contractor not being a dealer having CST
 registration or effecting first taxable sale in the
State may, subject to payment of tax under Section "Iwas & works
6 (2) of the Act, pay tax at the rate of two- -percent
on the whole contract amount received during

2007-08. Those assessees availing compounded
rate are not eligible for any deductions. If tax due
is not paid within the time prescribed, simple
interest at the rate of 12 per cent annum is leviable
\nder Section 31(5) of the Act.

that the assessee
for the financial
vear  2007-08
had worked out
-the taxable turnover as ¥ 5.47 crore against centract receipts. of ¥ 7.62 crore. The
balance T 2.16 crore was availed as deductions, However, availing of deductions
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from the contract amount was not allowed in the case of compounding as per
provisions of KVAT Act. As a result, turnover of T 2.16 crore escaped assessment.
The consequent short levy of tax and interest worked out to ¥ 5.18 lakh. :

The matter was pointed out to the Department' (March 2010) and reported (June
2012) to Government; their reply has not been received (December 2012).
[CTO (Special Circle), Thiruvananthapuram]
| — _ : The chief Engineer
4 Under KVAT Act 2003, turnover. related to istribution South)
transfer of right to use is taxable at the rate EB  engaged in
of four per cent. Energy meters provided at * |eneration, transmission
customers - premises for  measuring '
electricity supplied collecting rental charges
\_ is transfer of right to use meters,

d  distribution of
lectrical energy collected
rental charges of energy

' melers ' amounting to
¥ 835.63 crore during the period from 2005-06 to 2010-11. The meters installed in the
premises of the consumer were owned by the Board. Board was collecting rental for
the meters from the consumers and hence the supply of meters fo consumers was
teansfer of right to use meters. The assessee did not include the above turnover in the
taxable turnover when the tax was self assessed as revealed by the annual return. The
assessing officer also did not assess the above lumovér resulting in non levy of tax,
cess and interest of T 43.16 crore. -

The matter was pointed out to the Department (between December 2010 and
November 2011), the assessing authority stated (between August and December 2011
that meters are installed at consumers premises ohly to facilitate the KSEB to record
the usage of eléctricity by the consumers who are not using them for any purpose and
have no access at all. It was also stated that, meters are under the possession of the
Board, the consumers have no right to use this meter and hence could not be
classified as goods within the meaning of explanation V to Section 2(x)/iii) of KVAT
Act. The reply is not correct as the transaction questioned by audit ciearly comes
under transfer of right to use in view of collection of rent from consumers and is
rightly taxal_ile at the rate of four percent.
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L Short levy of tax due to non-reckoning of turnover for assessment.
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1

amaount

from

Explanation V1 under Section 2 (1ii) of the
KVAT Act 2003; stipulates that where a
dealer sells any goods purchased by him ata -
price ‘lower than that at which it was
. purchased and subsequently receives any
any  person
reimbursement of the balance price, the
amount so recejved shall be deemed to be
\'turnover in respect of such goods. -

towards

It was . noticed
tween August 2009 and
mber 2011 that in .
even offices, the subsidy/
iscount received in 10
ases were not reckoned as
over for assessing 1o tax
or the period from 2006-
07 to 2009-10. This
resulted in short levy of tax

'of ¥ 2.07 crore including cess and interest as detailed in the following table:

(¥ in 1akh)
SL | Nameof assesse | Discount/ |Tax effect Remarks
No. Name of office Subsidy involved
' received
year
1 2 3 4 5
‘1 | M/s Madras Ferti - 3133 151 No reply was received
lizers C.T.0O, Spl. 2009-10 from the
Circle II. Ernakulam ' Department/Government
2 AB Traders, - 52.88 7.88 No teply was
C.T.O, Spl. Circle, 2008-09 received from the
Thiruvananthapuram Departinent.
3 | M. Abubeker - 27.08 4.03 The Department
C.T.0, SpL Circle, | - 2008-09 Issued a show canse
Thiruvananthapuram ' notice to the dealer.
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2 3 5
Kcovalathara 22.00 3.03 The Government
Traders, 2009-10 accepted the case and
C.T.0, Spl. Circle, ' revised the assessment.
Kollam. Progress made on
' recovery has not been
received,
West Cost Agencies, 36.59 3.04 - No reply was received
C.T.O, Spl, Circle, 2009-10 ' from the
Kollam Department/Government |
M/s Pan Marketing, 71.00 1111 |The Government stated|
C.T.0, Spl, Circle, | 2009-10 that turnover in question
. Kottayam related to credit note for
- interstate purchase. The
- |reply is  not  in
consonance with  the
‘jaccounts of the dealer
where it is specified that
T 77 lakh was received on
account of off  take|
discount,

MisM&M 64.94 10.31 | The Department accepted
Associates, 2006-07 the case and revised
C.T.Q, U Circle, assessment against which

Kollam assessee filed appeal

which was disposed with
directions to consider
eligible IPT for which
verification is pending.

-
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R 2

3

5

lI|

8 M/s Western IT
Distributors, -

C.T.O, IV Circle,
Emakalam -

143
2009-10

7.13

_ discount,

The Government accepted
the case and assessment
was revised demanding
tax and interest of ¥ 4,49
lakh. Audit further noticed
that the AA did not assess
¥ 57.93 lakh pointed out
by audit stating that it
related to cash discount
which ajready had
reflected in the purchase|
accounted. It is not
comrect as the account
specifically shows cash
received in
addition to the purchase
value accounted. '

9 | M/s Peekay Cement,

2523

C.T.O, Kodugalloor |

2009-10

3.76

-laccounts shows that but

The Government stated
(November 2012) that on
random checking sales
price seems to be more
than purchase price and
hence there is no scope
for assessing the turnover
of discount received.
Reply is not tenable since
the random checking will
not give the correct
picture. The  annual

for the discount received,
sales would have been at
a loss.

872/2019.
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1 ) - 3 4 5
M/s K.K. Seethi 23:.72 3.53 |The Government stated

0.101 C.T.0, Kodugalloor { 2009-10 (November 2012) that on
' a random checking of the
purcﬁase and  sales
invoices it was found that
sales price is more than
purchase price and hence
there is no scope for
assessing the tﬁmovef in
q.ucstion. The reply is
not correct as it is clear
from the audited accounts
of the assessee for the
year that but for the
discountfincentive received,
the sale would be in loss
and the discount which is
in reimbursement nature
is rightly assessable to

|tax,

TOTAL -] 206,82

Audit Paragraph 2.13.1.3 to 2.13.2 contained in the Report of C & AG of
India for the year ended 31* March 2012 (R.R}].

Notes furnished by Govt. on the above audit paragraph is included as
Appendix - IL :

16. The Committee accepted the replies furnished by the government in the
above cases. ' '




1S

Conclusion / Recommendation

17. No commenis, _ :
Short levy of tax due to misclassification of commodity

* (CTO (Speciat Circle), Thrissur)

It was noticed (July 2011)

Rice flour (puttupodi and the like) is taxable | from the annual returns

at four percent under entry 48(4) of schedule | feq by Manjilas Agro -

oI to KVAT Act. o Foods(P) Ltd. That the

' - sales turnover in respect of

rice products like puttupodi etc. amountmg to T 25.41 crere was taxed at one per

cent during 2009-10 which included sales turnover of pumpodl of T 24.81 crore

taxable at the rate of four per cent. Application of incorrect rate of tax resulted in
short levy of tax, cess and interest of T §7.19 lakh.

The matter was pointed out to the Departmcnt (July 2011) and reported 1o
“Government in March 2012; their reply has not been received (December 2012).

[Audit Paragraph 2.13.3.1 contained in the Report of C & AG of India for
the year ended 3Ist March 2012 (RR)].

Notes furnished by Govt. on the above audit paragraph is included as Appendix - 1L,

18. Regarding this para, the witness, Joint Commissioner, GST department
informed that, during the year eventhough the company had sale of puttupodi, which
was included in the rice product, it was not a local sale. She added that the
Accountant General treated it as local sale and hence it was included in audit
observations. Then, the Committec suggested to furnish a detailed reply at the
earliest. :

Conclusmn / Recommendauon

19. The Commlttec suggests the department to submit the concerned files to
the AG to scrutinise the corrective measurées taken by Government in the case of
Manjilas Agro Foods (P) Ltd. The Committee also urges to fumish a detailed
reply on short levy of tax due to misclassification of commodity and the present
status of revenue collection from Manjilas Agro Foods (P) Ltd.,
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(CTO, Special Circle I, Ernakulam)

M/s Rajasree Motors, a

/ Under KVAT Act, 2003, motor vehicles a& dealer in motor vehicles,

taxable at 12.5 percent and used vehicles are
taxable at 0.5 percent. Under Section 2(iiiA) | motor  vessels, used
of the Act, used motor vehicle means a | motor vehicles etc., had a
‘motor vehicle purchased and registered under | sales  tumover  of
the provisions of the Motor Vehicles Act | ¥ 6880 crore which
1988 (Central Act 59 of 1988} and used for a | included a sales  tum
minimum  period of fifteen months J overof 2340 crore relating
\ subsequent to the registration.

to used vehicles
during the financial year.

It was noticed (November 2011) from the assessment records for 2009-10 of

‘the assessee that they assessed to tax the sale value of six motor vehicles costing

T 1.39 crore at the rate of 0.5 per cent treating them as used vehicles. Since these

- vehicles were not used for a minimum pericd of 15 months subsequenl to the

registration, they could not be treated as used vehicles. Failure to assess these

vehicles at 12.5 per cent resulted in short levy of tax, interest and cess of T 22.77
lakh, .

After this was pointed out (November 2011) in audit the assessing authority
stated (November 2011) that the cars were used as demo cars and they had '
no value addition. The reply is not acceptable since tax at 0.5 per cent is not
applicable to them for the reason that they would not fall under the definition of used
cars. Further report has not been received (December 2012).

The matter was reported (June 2012) to Crovernment, their reply has not been
. recewed (December 2012).

« _(CTO, Special Circle II, Ernakulam)

M/s Indus motor Co. (P) Ltd, Kochi is a desler in motor vehicles and motor
vessels of all kinds. We noticed from the assessment records. for the financial years
2008-09 and 2009-10 that a turnover of ¥ 76.56 lakh and ¥ 56.17 lakh were assessed -
at 0.5 percent being classified as 'used cars’. - However, these vehicles were not
coming under the category of used cars being vehicles less than 15 months old. This
resulted in short levy of tax, cess and interest of ¥ 20.10 lakh.
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This was point.ed_out to the Department (November 2010) and reported to.
government (March 2012); their reply has not been received (December 2012),

[Audit Paragraph 2.13.3.2 contained in the Report of C & AG of Indi-a for the
year ended 3ist March 20]2 {R.R)]. .

Notes furnished by Govt. on the above audit paragraph is included as Appendix - II.

" 20. The Committee accepted the reply furnished by the Govemmen_t in the above
case,

Conclusion / Recomméﬂdation
21. No comments.
(CTO, IV Circle, Thrissur)

_ _ ' M/s Poothokkaran Agencies,
Under KVAT Act, 2003 abrasives in¢luding Thrissur, a dealer i a
grinding stones are taxable at the rate of
12.5 per cent and cotton waste is taxable at
the rate of four per cent.

brasives, grinding wheels
and waste cotton, had an
aggregate  turnover  of

% 89.27 lakh for the years
2008 -09 and 2009-10.

1t was noticed (July 2011) from the assessment records that though abrasives and

- grinding wheels are taxable at 12.5 per-cent and cotion waste at four per cent the assessee _
‘applied four per cent on the entire wmover. ‘This resulted in a short levy of € 9.02 Jakh as -

shown below:
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The matter was pointed out to the Department (July 2011) and reported to
Government (February 2012); further report has not been received (December 2012).

[Audit paragraph 2.13.3.3 contained in the Report of C&AG of India for the
year ended 3lst March 2012(R.R)]} '

Notes furnished by Govt. on the above audit paragraph is inciuded as
Appendix-II, o ' '

97, Based on Accountant General's submission that they had not scrutinised the
comective measures taken by Govemnment due to lack of file, documents and
supplementary. evidences the Commitee directed the department to submit all the
documents concerned in connection with the audit observations in the above case to
the AG at the earliest. ' :

23, The Commitiee also directs the department to furnish the details of present
status of revenue collection in the above case which were accepted and already settled
by the department. But the department failed to furnish it til] date.

" Conclusion / Recommendation

24. The commitice suggests the department to submit the concemed files to the
AG to scrutinise the corrective measures taken by Government in the case of M/s
Poothokaran Agencies. The committee also directs the department to furnish ihe
details of present status of revenue collection in this case.

Short levy of tax due to application of incorrect rate of tax,

- (CTO, Special Circle I, Ernakulam)

M/s Daehsan Trading
India (P} Ltd. An
assessee  exclusively
— _ _ dealing  with  the
products of the holding company (DXN) filed annual retum disclosing the total and
taxable turnover as ¥ 15.01 crore for the financial year 2009-10. i

Under KVAT Act Dietary Supplement and
branded confectionary are items taxable at
| 12.5 per cent. ' :

_ It was noticed (November 2011) from the assessment records that out of the
total turnover, ¥ 6.34 crore was assessed at four per cent in the guise of unbranded
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confectionery and medicines. However, these products are actvally branded products
or dietary supplements like Ganocelium (GL), Reishi ‘Gano (RG). Spirulia-300,
taxable at 12,5 per cent. This resulted in short levy of tax including cess and interest
of ¥ 64.19 lakh. '

After this was pointed out (November 2011). in audit, the assessing authority issued
notice under Section 25(1) to revise the assessment (December 20110).

The matter was reported to Government (July 2012); their reply has not Been received
(December 2012). _ '

[CTO (WC & LT), Kottayam]

(&s per Section 6(1) (f) of KVAT Act, in the \ M Thalupula Engincering
case of transfer of goods in the execution of | Company was a works
works contract, where the transfer is not in contractor engaged ‘in
the 'form of gqods, but in some other form Railway electrification
tax is to be levied at the rate of 12.5 percent

and when the transfer is in the form of goods | "ok The KVAT

at the rates prescribed under the respective | assessment for 2007-08 of
schedules. Turnover relating to foundation the  assessee  was
\ work copper etc, are taxable at 12.5 percent.

finalised fixing total

- and taxable turnover as
4 6.91'crore, of which ¥ 2.88 crore related 1o transfer value of foundation work and
copper which were taxable at 12.5 per cent’

It was noticed that ihe éssessing authority finalised the assessment applying four
per cent on aggregate turnover of ¥ 6,91 crore including ¥ 2.88 crore taxable at 12.5
ser cent. This resulted in short levy of tax, cess and interest of 7 31.62 lakh.

After this was pointed out o the Department (September 2010} and rebdned to
he Government (February 2012) the Government accepted (November 20]_2) the
\udit observation and stated that assessment was finalised (March 2012). Recovery
2port has not been f@cei\ied (December 2012).
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. [CTO.(WC & LT), Ernaknlam]

Under Section 8 (a) of the KVAT Act, 2003 as it

stood during 2008-09, compounded tax payable by
works contractors having CST registration was eight
per cent of the whole contract amount and otherwise
rate of compounded tax was three per cent. For the
year 2008-09, works contractors who are registered
under CST Act or importers are not eligible to opt
compounded tax at three percent on contract works
which commenced in that year but can opt only
compounded tax at eight percent. It was further

commenced prior to 1 April 2008 and remaining
palﬂi‘; unexecuted on 1 April 2008 compounded tax
payable during 2008-09 was at the rate of four
per cent for those having CST registration and two
per cent for others which was in force prior to April
2008. Under Section 7(5) of the CST Act, to cancel
CST registration from a financial year, application
for cancellation is to be filed not later than six
months before the end of preceding year.

stipulated that in respect of works which

It was noticed
(March  2011)
from . the
annual teturn as
well as audited
accounts of GR
Tech  Services
(P} Ltd. that
during 2008-09,
the dealer
conceded compo
unded works
contract tumover
of ¥ 9.21crore,

- out of which

73.20 crore

related to new

contracts taken up during the year, and which was assessed to tax at the rate of three
per cent on the strength of application filed (April 2008) for cancelling CST
régistration, Though the application filed in April for cancelling CST registration
was not in order, the assessing authority accepted the same. This resulted in short
levy of tax, cess and interest of T 19.69 lakh at the differential rate of five per cent.

The case was pointed out to the Department (May 2011}, the Department
accepted the audit observation and stated (October 2011) that action would be taken to
complete the assessment under Section 25(1). “Further report was not received

(December 2012).

"

The case was reported to Government (March 2012), their reply has not been

treceived (Décember 2012).
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* [CTO (WC & LT), Kollam]

It was noticed (March 2011) that two assessees’ registered under CST Act and
had inter-state purchases during the year paid tax at compounded rate of three per cent
instead of the correct rate of eight per cent on a turnover of ¥ 85.57 lakh and T 31.51
lakh for the year 2008-09. The resulted in short levy of tax, cess and interest of
T 7.24 lakh. : -

After the case was reported (May 2012), the Government stated {September
2012) that the assessments were revised between June and July 2011 creating
additional demand which was subsequently advised for collection under RR and
pending before revenue authorities. Further reply has not been received (December
2012), '

* [CTO (WC & LT), Pathanamthitta]

M/s, AVS projects' and Constmcu‘oné (P} Lid., a2 works contractor having CST
registration had a taxable turnover of ¥ 9.48 crore during 2008-09, ° '

It was noticed (November 2010) from the assessment records that the assessee
had contract receipts of T 5.71 crore during 2008-09 pertaining to partly unexecuted
work of 2007-08. This was assessed to tax at two percent during 2008-09 instead of
at four per cent. This resulted in short levy of tax, cess and interest of 7 13.61 Jakh.

After the case was pointed out to the 'Department {November '2010) the
Department: stated (January 2011) that notice had since been issued to the assessee,

Further reply has not been received (December 2012).

* [CTO (WC & LT), Alappuzha]

Shri. K. Bhaskaran was a
Government contractor’
d also registered under
ST Act. It was noticed
August 2010 from the
ual  return. of the

./Section 8(a) of KVAT Act provides that
any works contractor executing contract
works awarded by Government of Kerala,
Kerala water authority or local anthorities
in which transfer of material is not in the
form of goods but in some other form,
shall be liable to pay tax at the rate of
four percent on the whole contract
\a_mou_nt received during 2008-09.

ntract receipts of T 5.52
- at the rate of three per
nt instead of at the correct
ate of four per cent during
2008-09. This resulted in
short levy of tax, cess and

interest of T 6.42 lakh.

5  M/s.Shylendra Gopal and Mys. Venus Billders,

g32(m

essee, that he assessed his -
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The matter was pointed out (August 2010) to the Department and reported

to Govermnment {June 2012).

. The Government stated (September 2012) that the

assessment was revised (January 2011) creating additional demand of ¥ 6.81 lakh
which is pending collection under RR. Recovery report has not been received

(December 2012).

[ Audit paragraphs 2.13.4.1 to 2.13.4.4 contained in the Report of C&AG of India for

the year ended 3ist March 2012(R.R)]

Notes furmished by Govt. on the above audit ﬁardgraphs are included as Appendix-II

25. The Committee accepted the replies furnished by the Government in the above

Cases,
Conclusion/Recommendation

26. No comments

" not dlsallowed

e e —

. Short levy of tax due to incotrect claim of input tax credit/ special rebate !

|

(CTO Speclal Circle , Alappuzha, Malapuram and Kolla.m)

A provided in Section 11(3)/12(1) of the KVAT Act
if goods in respect of which input tax is paid is used
in manufacture of goods and the same are sent
outside the State otherwise than by way of interstate
trade, input tax credit/special rebate shall be limited
to amount of tax paid/due in excess of four per cent
on the purchase turnover of such goods sent outside
the State. Further, undér Rule 12A of KVAT Rules
where taxable goods are used for both taxable and
non-taxable transaction, the input tax credit/special
rebate to which the dealer has become entitled to
shall be apportioned between the taxable and
exempted transactions on the basis of the ratio of
taxable and exempted turnover. The portion of the

input tax credit allowable to exempted sale or
\ {ransaction shall be disallowed.

It was noticed

in. Audit
between May
2010 and -

June 2011 in
three Special
circles,  that

the AA did

not disallow
[PT/special
rchate to the
extent it was
to be actually
disallowed.
This Tresulted
in short levy
of T1.41 crore
as shown in
the following
table:
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(in lakh)
'sl. | Name of the T Remsontor | Tam over | Year | Tax
‘No. .' assessee ! disallowance of | questioned ! effect
| Name of Office | IPT/Speciai rebate. by Audit involved
| __._.l.. —— J_ —— e i '
il _j Mss, nghland | Taxable and non- 1918 2008-09 | 5510
: | produce Comganx! taxable "
! Ltd, CTO, Spl. |  transactions,
[ [cnrcle Alappuzha. | ———————e
i i :  interstate stock 963 | 200910 | 44.36
i- i ] transfer. ' !
f--- _I[_._ — _'_ —~ . : :,A__, .
2 M/s Arya Irregular 5207 2009-10 | 20.96
' | Vaidyasala, | Exemption availed l
| ; Y . ¥ !
; 5 Kottakkal | on IPTC related to ll
' ! CTO, Spl Circle, | Pon-taxable A
i !. Malappuram | commaodity. : i
e e l__,__ —_— o — . R
3. | M/sAlliance | Taxable and nom Difference ; 2005-06 o | 304
i Grain Products I taxable transactlonsl betwéen 2008-09 |
{ [ (P) Ltd. , IPT ‘
| | cT0, Spl. Circle, | disallowed g
| , Kollam | * entitled ‘ r|
}___.._ S S ]| __.._____..__| ______
4, | Mfs Mldland | Interstate stock 5820 | 200809 2.94
f i Rubberand transfer e S
f ! Produce | 158 200910 7.22
. ' Company, CTO |
| . Spl. Circle, | -
i © Alappuzha i ' |
st - MisRajagiri | Inerstate stock | 480 | 300910 | 815
! i Rubberand transfer | |
| TProduee | o |
i | Company, CTO |’ q
L TSl Cirele, | |
| ' Alappuzha | [
R i ] _
TOTAL I
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After this was reported, the Government accépted the observation in one case
-and revised the assessment. Reply in the remeining cases have not been received
~ {December 2012). S

[Audit paragraph 2.13.5.1 contained the Report of C&AG of India for the year
ended 31st March 2012 CR.R]

Notes furnished by ‘Govt. on the above audit paragraph is included as
Appendix-IT

27. The committee accepted the rephes furnished by the Government in the
above cases except 2.13.5.1(2) and 2.13.5.1(5)

-28. Based on Accountant General's submission that they had not scrutlmsed the
comrective measures taken by Govt. due to lack of file, documents and supplementary
evidences the committee directed the department to submit ail the documents

concerned in connection with the audit observations in 2.13.5.1(2) and 2.13.5.1(3} to
" the AG at the earliest.

Conclusion/Recommendation

29. The Committee suggests to submit the files to Accountant General on the
case of allowing input tax credit/Special rébate to M/s Aryavaidya Sala Kottakkal
{2.13.5.1(2) and M/s Rajagiri Rubber and Produce Company (2.13.5.1(5)). The
comnittee also directs the depariment to furnish the details of present status of
* revente collection in those cases.

* (CTO, Special Circle , Alappuzha)

- - The Rajagiri Rubber &
ﬁder a notification® issued (July 2()08)\'5:903 Co. Ltd. # dealer of

Government exempted from payment of C5T anut, coffee, rubber etc.
the interstate sale of rubber subject to |klaimed exemption on
condition that the rubber so sold have |inierstate sale wrnover of
suffered tax under KVAT A.Ct 2003. Where } .. rubber for ¥ 2.78
the goeds in respect of which purchase tax during  th
has been paid or where input tax credit have rore. curing fhe year
been availed are sent outside the State and |-00%10- We noticed
such sale is exempted from tax, the [Culy 201D that the
IPT/special rebate shall be limited to the [essessee availed input tax
amount of such tax paid in excess of four  jeredit/special  rebate  of
\E" cent. : ) T 12.86 lakh on local
purchases including the

6. SRO No. 80472008
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tax exempted interstate trade.” At the time of accepting -the returns' the AA did not
 limit input tax credit/special rebate availed to tax paid in_excess of four per cent on
purchase turnover corresponding to exempted interstate sales turnover resulted in
short levy of tax, cess and interest of T I1.63 lakh,

This was pomted out to the Department (July 2011) and reported to Government
(February 2012); their reply has not been received (December 2012).

. (CTO, Ponkunnam)

M/s Kollamkulam Agencies Pvt. Ltd. was a dealer of rubber latex, rubber -
products, chemicals etc. Their sales and purchase tumover during 2009—10 was
¥ 7.59 crore and T 6.84 crore respectively. '

It was noticed (August 2011) from the annual accounts and annuval return for

2009-10 that they availed exempiion from payment of CST on - interstate sales

turnover of rubber of T 0.85 crore which was 11.21 per cent of the sales turnover.

Though they availed input tax credit/special rebate on the entire purchase value of

tubber of T 6,84 crore, the assessing authority did not reverse proportionate input tax '
credit/special rebate cotrespending to the interstate sales for which exemption was

-availed. This resulted in short levy of tax, interest and cess of T 3.64 lakh.

After the case was pointed out (August 2011} to the Department and
reported to Government (February 2012); the Government stated (Ociober 2012) that
assessment was completed under Section 25(1) of KVAT Act 2013 (March 2012).
creating an additional demand of ¥ 4.73 lakh. Further remarks have not been
received (December 2012).

[Audit Paragraph 2. 13.5, 2 contained in the Report of C & AG of India for the
year ended 3ist March 2012 (R.R)].

Notes furnished by Govt. on the above audit paragraph is included as
Appendix - H.

30. The Committee accepted the rephes furnished by !he Government in the
above cases,
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Conclusion / Reoommendation
31. No comments.
« (CTO, Special Circle , Palakkad)

-Section 12 of KVAT Act provides that [it was noticed (January 2011) from
purchase tax paid under section 6(2) of - [the  annual retum of M/s MPS
the Act can be deducted as special rebate [Steel Castings (P} Ltd. for the year
while calculating the net tax payable. 2008-09 that the dealer deducted
rom tax payable an amount of
% 8722 lakh as special rebate,
- Though as per the return that the assessee had not paid any tax on purchase, the
assessing authority did not disallow the incorrect claim resuiting in short levy of tax
of ¥ 9.86 lakh including interest. : '

After the matter was pointed out to the Department (January 2011) and reported
to the Government {February 2012), Government stated (September 2012) that the
credit claimed by the dealer related to the entry tax paid them and not on purchase
under Section 6(2). The reply is not correct as the assessee had not made any
interstate purchase during the year which attracts payment of entry tax. Further the
claim of payment of advance tax has not been supported by any documentary
evidence,

[Audit Paragraph  2.13.5.3 contained in the Report of C & AG of India for th
year ended 31* March 2012 (R.R)]. . .

Notes fumished by Govt. on the above audit paragraph is included as Appendix - L

32. Based on Accountant General's submission that they had not scrutinised the
corrective measures-taken by Govt. due to lack of file, documents and supplementary
evidences. the committee directed the department to submit ali the documents
concerned in connection with the audit observations in the above case to the AG at
the earliest.

Conclusion/Recommendation

33. The committee suggests the department to submit the files to the AG to
scrutinise the corrective measures taken by Government in the case of allowing
special rebate to M/s MPS Steel Castings (P) Ltd. The committee also directs to
~ furnish the details of present status of revenue collection. ‘
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* (CTO, First Circle, Kottayam)

( Under proviso (2) below Section 11(3) of
the KVAT Act, 2003 where any goods
purchased in the State are subsequently
sold at subsidised price, the input tax
allowable under sub section(3) in respect of
such goods shall not exceed the output tax

at  deals in pulses,
pices, consumer goods,
egetables ete. The goods
rchased are classified as

aveli and non-maveli
items. Maveli items viz.,
pulses and spices are sold
at subsidised prices and non-maveli goods sold at normal prices.

\payable on such goods.

It was noticed (May 2010) from the assessment records of the assessee that they availed
ITC of ¥ 19.31 lakh on sale of Maveli goods (pulses and spices). from April 2008 to November
2008. Since the maveli goods were sold at a fower price; the output tax on subsidised
value of these goods amounted to ¥ 14.53 lakh only. 'In such cases to avoid tax loss;
the assessing avihority should limit the input tax credit upto the output tax payable on the sale
of the goods. However, the assessing autherity did not do so. Thls resulted in short levy of tax
and interest of ¥ 5.35 lakh,

After this was pointed out to government (May 2011),. the Government replied
(May 2012} that the assessment for 2008-09 was revised based on the audit remarks
creating a demand of ¥ 7.17 lakh. Further remarks have not been recejved (December
2012).

- (CTO, I Circle, Ma_ttanqherry)

ﬂnder Section 6(2) of KVAT Act 2003, every
dealer who purchases taxable goods from any
person other than a registered dealer shall
pay tax on the purchase turnover of goods at
the rates specified under sub Section (1) of
the Act. As per proviso below Section 12(1)
of the Act, if goods purchased in the State as
above are sent outside the State or used in
manufacture of goods and the same-are sent
outside the State otherwise than by way of
sale in the course of interstate trade or
export, special rebate shall be limited to tax
paid in excess of four percent of purchase
turnover of such goods.

M/s  Innovative
oods, Ltd.,
dealer in meat, fish and
chicken during 2009-10.

The ussessee returned a

was a

Jsales turnover and stoek
transfer of chicken for
T 0.90 crore and .f 4.81

crore respectively.
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It was noticed(December 2011) that the above turnover was against the total
returned purchase turnover of chicken of ¥28.66 lakh. Though, purchase from
unregistered dealers was clear from the return, the assessing authority did not assess
the tax relating to undisclosed purchase corresponding to interstate stock transfer,

resuiting in short levy of tax, cess and interest of ¥ 23.12 lakh.

This was pointed out to the Department (December 2011) and reported to
Government (March 2012). Govcmnt accepted (August 2012) and revised the
assessment raising a demand of T 42 lakh, collection particulars of which have not
been recived (December 2012).

+ (CTO, Special Circle, Alappuzha)

M/s Accelerated freeze drying company Ltd., a dealer in fruits, vegetables,
meat, pepper etc., purchased ﬁepper locally for an amount of ¥ 1.48 crore from
unregistered dealers during 2008-09. But they did not remit the purchase tax in
respect of the turnover which resulted in availing special rebate of entire purchase tax
due. Since they had interstate stock transfer of pepper for an amount of ¥ 1.60 crore, '
special rebate up Lo.four percent on purchase turnover of pepper corresponding to
turnover of pepper stock transferred should have been disallowed. Inadmissiblc
special rebate works out to ¥ 3.19 lakh. |

This was pointed out to the Department (May 2010) and reported to
Govemnment (June 2012); their reply has not been received (December 2012).

[Audit Paragraph 2.13.5.4 and 2.13.5.5 contained in the Report of C & AG of India
for the year ended 3lst March 2012 (R.R)].

Notes fumnished by Govt. on the above audit pamgrai:h is included as Appendix - IL

34. The Committee accepted the replies furnished by the Government.



33

Conclusion/Recommendation

(CTO (WC & LT, Kollam)

Under Section 8(a) (ii) of the KVAT
Act 2003, as it stood prior to April
2008, works contractors who are
importers  or having  CST
registration could opt to pay
compounded tax of four percent.

But works contractors engaged in
contracts relating to supply and
installation of plant and machinery,
were not eligible to pay tax at
Qmpounded rates,

M/s Raghavendra Automation () Lud.
as a dealer engaged im design,
anufacture, supply, installation and

tation  as  turnkey  projects.
For installation of plant  and
achinery, deduction of 15 per.ce:nt' is
dmissible towards labour and other
'charges._ After giving allowable

deduction, balance turnover is taxable at
12.5 per cent. However, we noticed (J anuary 2010) from the assessment records that
the assessing anthority applied the incorrect rate of four per cent on T 2.32 crore and
¥ 2.22 crore being the contract receipts for the years 2006-07 and 2007-08
respectively. This is not correct as contractors undertaking supply and installation of
plant and machinery are not eligible to opt for payment of compounded tax under the
Act. This resulted in short levy of tax and in:erest of ¥ 37.91lakh.

After this was pointed out (February 2010) to the Department and reported to
Government (June 2012); Government stated {December 2012) that the AA assessed
the escaped turnover and additional demand was created for the works contract

receipts other than that was proved to be related to interstate,

[Audit Paragraph 2.13.6.1 contained in the Report of C & AG of India for the
-year ended 3ist March 2012 (R.R)].

Notes fumished by Govt. on the above audit paragraph is included as Appendix - II.

872/2018.
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36. Based on Accountant General's submission that they had not scrutinised the
comective measures taken by Govemnment due to lack of file, documenis and
supplementary evidences the Committee directed the department to submit all the

documents concerned in connection with the audit observations in the above case to
the AG at the earliest. '

37. The Committee alsc directs the department to furnish the details of present
status of revenue collection in the above case which were accepted and already settled
by the department. But the department failed to furnish-it tilt date.

Conclusion / Recommendation

I 1l .
" 38. The committee suggests the department to submit concemmed files to the

AG to scrutinise the corrective measures taken by Government in the case of M/s
Raghavendra Automobile (P) Ltd. The committee also directs the department to.
furnish the details of present status of revenue collection.

+ {(CTO, Kothamangalam)

M/ Ever-one
operties India Pvi. Ltd.
s an assessee producing

(As per Section 8(b) of KVAT Act, 2003 any
dealer producing granite metals with the aid of
mechanised crushing machine can opt to pay
compounded tax at rates specified on the basis
of size of the crushing machine. Rate of
compounded tax for crusher unit of jaw size
(size II) and cone crusher was X 1.50 lakh and

\? 10 lakh per annum respectively.

anite  metals  using
rushing machines, we
oticed (December 2011}
rom the  assessment

records of the assessee

that the assessee owns two
3

crushers- one cone crusher and one size II crusher. For the year 2009-10, they paid
tax and cess of ¥ 1.52 lakh only, for one crushing unit of size II. Failure to demand
tax on the cone crusher resulted in short levy of tax, cess and interest of ¥ 12.02 lakh.

After the matter was pointed out to the Department (December 2011) and
reported 10 Government (March 2012); Government stated (October 2012) that
assessment was completed (June 2012) under Section 25(1) of KVAT Act and recovery
steps initiated. However, a report on recovery has not been received {December 2012).
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* (CTO Special Circle , Kollam)

ﬂnder Section 8(c) (i) of KVAT Act as it a stood prior t Hotel Revathy, a
1 April 2008, bar attached hotel other than that of and attached hotel

above three star club and heritage hotel can opt tor pay | ph d f

tax on cooked food and beverages prepared by it, at [ v opted for

i ) compounded tax
{a) 12.5 per cent tax on 15 per cent of the turnover of on cooked food

foreign liquor estimated under Section 7 of the KGST or
(b) 115 per cent of the tax paid or payable in respect of
the higher turmover for the previous consecutive three _
years, preceding the year to which the option relates. [ta% of ¥ 2.21 lakh
Form 1 April 2008, dealers who paid compounded tax [for 2007-08. But
during previous year shall pay tax at 115 percent of ftax liability due
compounded tax paid, ' : under KVAT Act
for that year was

prepared by i1,
paid compounded

¥ 5.03 lakh". Since the tax liability of such cases was dependant on the liability of
2007-08, corresponding shortage occurred in compounded tax fixed for 2008-09 and
2009-10. This resulted in short levy of tax and interest of
T 11.27 lakh as shown below: '

7 The assessee had not paid compounded tax during 2006-07 and paid tax under Section 8(c) of
KVAT Act during 2007-08. :
Purchase tax of liquor (2006-07) ; ¥1,91,66,755
Sale tumover ufs 7 of KGST Act :  2,68,33,457 :
Tumover of cooked food for fixing compounded tax for 2007-08: % 40,25,010 {15%
of ¥ 2.68 crore.) : '
Compounded tax fixed : ¥ 5,03,127 (12.5% of ¥ 40,25,019) .

compounded rate. The rate shall be higher of following: [P2Y ment of .
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The matter was pointed out to the Department (February 2011) and reported the
matter to Government (February 2012), the Government stated (October 2012) that the
assessment was revised (August 2012) and additional demand of T 14.31 lakh was made.
However, a report on recovery has not been received (December 2012).

* {CTO Perambra)

M/s Diya Gold
palace Jewellers

!ﬁr Section 8(f) of the KVAT Act, as it stood betwee
1 July 2006 and 31* March 2008, dealer in ornaments and
wares or articles of gold, silver or platinum group metals
may opt to pay compounded tax at 200 per cent of the
highest tax payable by him under KVAT Act or KGST Act
for a period of 12 months during any of the three
preceding years. As per explanation 1 to that Section, if
the dealer had not transacted business for any period |
during any such preceding years, the tax payable for the
twelve months shall be calculated proportionately on the
basis of tax payable for the period during which such
dealer had transacted business, Further, where the dealer
had paid compounded tax for the previous year the tax
(yab‘le for the succeeding year shall be one hundred and

t, 2003, The
mpoﬁndedtax
or  2006-07
was fixed at
T L50 lakh
considering tax
of T 0.75 lakh

ifteen per cent of such tax paid during the previous year,

£ N . _ y
paid during 2004-05 as the highest.

_ It was n'oticed (February 2011) that the assessment was incorrect. Since the
asscssee started business from November 2003, the proportionate tax for 12 months
penod for 200304 amounted to ¥ 1.77 lakh®. Hence the compounded tax for 2006-07
_ should have been ¥ 3.53 lakh. Incorrect fixation of compounded tax affected the

subsequent years leading to a total short levy of - tax amounting to
' 9.30 lakh for three financial years 2006-09 as shown below:
B Tax payable for 2003-04 = Tax due from 13 November 2003 to March 2004 =% 67,586 x
366/140= % 1,76,684.
Compounded tax for 2006-07 = % 1,76,684 x 200% = ¥ 3,53,368 (Highest tax

being that for 2003-04),
_Compounded tax for 2007-08 and 2008-09 = 115% of tax due for previous years.
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i

o hirmn N i [ s e

The matter was reported to Department (February 2011) and- to Government
(February 2012). Government stated {September 2012} that the assessments were
revised and additional demand of ¥ 10,25 lakh was created since the point raised in

andit was sustainable. Further report has not been received (December 2012).
* [CTO(WC & LT), Kottayam]

M/s Bamett Associates, an
assessee engaged in
ales  and  supply of
installation  of pump set
allied electrical

ﬂlnder KVAT Act, 2003 as existed prior to
April 2008, works contract relating to
supply and installation of plant and
machinery were not eligible for
compounding and attracted tax at the rate
of 12.5 percent as per Section 6(1) (f) of
KVAT Act 2003. Further, for the year
2008-09 for works commenced prior to 1
April 2008, work contractors are required

to pay tax at the rate as it existed prior to 1
assessed {0 tax at four per

Qprﬂ 2008. |
. . cent. Application of

incorrect rate of tax resulted in short levy of tax cess and interest of 7 4.80 lakh.

=%

48.22 lakh. related to
ngoing works of 2007-08.
ough it was -assessable at
125 per cent it was

After the matter was pointed out (September 2010), in audit, the Department stated
(July 2011) that action had been initiated to realise the tax. . I

The matter was reported to Government (June 2012); their repl); has not been
received (December 2012).



(CTO Special Circle Il ,Emnakulam)

M/s India Techs Ltd. a
ealerin ~ Bulldozers,
arth movers, escalators etc.
ad a sales tumover of ¥
99,31 crore for the financial
ear 2008-09. We noticed
December 2011} from their
ssessment records that the
assessee availed tax credit
f ¥ 6.50 lakh towards -
ales return. which is not
upported by lgures as per
ertified accounts. However
output tax is assessed only
at net sales and hence,
availing tax credit again on
sales return is incorrect. This resulted in short levy of tax, cess and interest of ¥ 8.52
lakh.

The matter was pointed out to the Department {December 2011) and reported to the
Government (June 2012); their reply has not been received (December 2002).

[Audit Paragraph  2.13.6.2 to 2.13.7(a) contained in the Report of C & AG of India
for the year ended 31* March 2012 (R.R)l

ﬁction 42(2) of KVAT Act 2003, provides
that where any dealer detects any omission
or mistake in the ahnual return submitted by
him with reference to the audited figures, he
shall file along with audited certificate,
revised annual return rectifying the mistake
-or omission and if the tax liability increases,
he shall also file proof of payment of such
Qx, interest due thereon the penal interest.

Notes furnished by Govt. on the above audit paragraph is included as Appendix - IL '
39. The comrﬁiltee_ Qcccpted the replies furnished by the Government.
. Conclusion/Recommendation
40, No comments
* (CTO Special Circle Il , Ernakularn)

During 2009-10 and FACT' Limited purchased furnace oil for ¥ 162.27
crore on which input tax credit admissible at 12.5 per cent was 20.08 crore.
Against this the assessee incorrectly disclosed a purchased turnover of ¥ 162.75 crore
in annual return on which T 20.34 crore was availed as input tax credit. This resuited

16 Fertilizers and Chemicals Travancore Limited.
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in short levy of tax, cess and interest of % 7.35 lakh.

. The case was pointed out to the Department (December 2011) and reported
to the Government in March 2012; their reply has not been received (December
2012)

[Audit Paragraph 2.13.7b) contained in the Report of C & AG of India for
the year ended 31 March 2012 (R.R.)].

Notes furnished by Govt. on the above audit paragraph is included as Appendix - I,

41. Based on Accountant General's submission that they had not scrutinised the
corrective measures taken by Government due to lack of file, documents and
supplementary evidences the Committee directed the department to submit all the
documents concerned in connection with the audit observations in the above case to
the AG at the earliest.

Conclusion/Recommendation

42. The committee suggests the depariment to submiit the concerned files to the
AG to scrutinise the corrective measures taken by Government in the case of incorrect
filing of retuns by FACT Ltd. The committee also directs the department to furnish
the details of the present status of revenue collection

(CTO Special Circle I , Ernakulam)

ﬂlder Section 3(1A) of the Kerala surcharge on Taxes Act
1957, the tax payable under sub sections (1) and (2) of
Section 6 of the Kerala Value Added Tax Act 2003, other than
declared goods as defined in Section 14 of the CST Act shall
in the case of national or multinational companies
functioning in the State as retail chains or direct marketing
chains who import not less than 50 per cent of their stock
from outside the State or country and not less than 75 per
cent of whose sales are retail business and whose total
turnover exceeds five crore rupees per annum but excluding
such class of dealers of certain commodities, be increased by
a surcharge of 10 per cent. Under notification issued in -
August 2008 Government exempted certain dealers who
chusively deals with certain commodities which includes

items  dealt
‘with by the
assessee are leadymade garments, floormg materials, furniture,gift articles, cosmetics

readymade garments.
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etc. The assessee effected entire purchases from outside the State and by way of
interstate stock transfers. Being a retail chain dealer lhe entire sales was effected to
customers {retails sales) within the State.

It was noticed (November 2011) in Audit from the assessment records that

. though the assessee was liable to pay surcharge, the assessing authority did not assess

surcharge at the rate of 10 per cent on T 50.68 lakh and ¥ 67:58 lakh being the tax

payable under VAT for the years 2008-09 and 2009-10 respectwely This resulted in
non levy of surcharge and interest of ¥ 14,56 lakh,

After this was pointed out in November 2011 the assessing authority replied
(November 201{) that the dealer mainly deait with readymade garments which was
exempted from surcharge vide notification? issued (August 2008) by Government,
Further it was stated that exclusively means primarily and hence the assessee is
entitied for exemption under the notification. The reply is not correct as the said
notification extends exemption to those dealers who exclusively deal with certain
commodities which includes readymade garments. But in this case the dealer sold
goods valved at ¥ 13.72 crore out of which ¥ 10.84 crore related to readymade
garments. The remaining sale related to goods like electrical goods, cosmetics,
flooring materials, jewellery etc., from which it clear that the assessee was not an
exclusive dealer of readymade garments and hence liable to pay surcharge.

{CTO Second Circle , Perumbavoor) -

. : M/s Amala ply wood was a
‘Under section 8(2) (b) of the CST Act, the anufacture cum dealer in

tax payable on interstate sales by a dealer, lywood and block
in the case of goods other than declared | e
\ oard. The
goods, shall be "calculated at the rate of 10 uthority assessed central

* Petcent or the rate applicable to the sale or Y

purchase of such goods inside the State, ales tax at reduced rate of
Whichever is higher. our per cent on taxable
: ' turnover of ¥ 69.30 lakh and
T 99.61 lakh respectively -
for the years 2003-04 and 2004-05 accepting the declarations in form 'C’ received

assessing

9 SRO 817/08 dated 04-08-2008,
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from Tamil Nadu dealers, We noticed {November 2009) that the declarations
covering an aggregate turnover of T 70.21 lakh® vere apparently not genuine as the
name of the issuing office in the stamp affixed in the form C was not of an existing
office in Tamil Nadu. Acceptance of bogus declaranon Forms resulted in short levy
of tax and interest of ¥ 11.07 lakh.

After the matter was pointed out (J uly 2010} to the Department and reported to
Government (July 2012), the Government accepted (November 2012) the audit
observation and stated that assessments were -completed rejecting bogus 'C' form
declarations and assessing turnover at higher rate of 12.5 percent. Further they stated
that Department initiated R.R, action against the dealer. Further remarks have not
been received (Deocmber 2012).

[Audit Paragraph  2.13.8 and 2.13.9 contained in the Report of C & AG of
~ India for the year ended 3I* March 2012 (R.R.)]. :

Notes furnished by Govt. on the above audit paragraph is included as Appendlx - IL

43, The Committee accepted the replies furnished by the Government.
Conclusion/ Recommendation '

44, No comments

(CTO, Thirurangadi)

(Under section 72(1) where any persons - .
collects any sum by way of tax or M/s  Ecowood was 4
purporting .to be by ‘way of tax in ealer in timber. They conceded
contravention of provisions of KVAT |sales " turnover of
Act, he shall in addition to forfeiture of |. \
such illegal collection, be liable to pay mbel: of ¥ ’12'44 crore on which

\penalty not exceeding E, 5,000. AT including cess leviable was

¥ 15.70 lakh during 2008-09.

10 . T32.67 lakh (2003-04) and ¥ 37.54 lakh (2004-05),

. 87272018,
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.Against this the firm collected ¥ 23.53 lakh.

1t was naticed (December 2010) from the annual returns and profit and loss
* accounts that the assessing authority, did not fotfeit to Government tax collection of
7-7.83 lakh effected by the assessee. Further the assessing authority refunded excess
input tax credit of T 7.98 lakh claimed b)la the assessee without adjusting excess
collection of tax. Non-forfeiture - of tax, interest and penalty amounts to
29.37takh. '

After this was pointed out (December 2010} 10 the Depamﬁenl and reported to
Government, Government stated (Novemf)er 2012} that the observation was a result
of error on the part of the auditor and by mistake, they have entered output tax
receivable in the balance sheet instead of VAT refundable. The reply is not correct as _
the AA completed assessment (March 2011) after examining the returns and the
balance sheet, besides the balance sheets were certified by the chariered accounts, as

such the matter needs detailed investigation.

[Audit Paragraph  2.13.10 contained in the Report of C & AG of India for the
year ended 31 March 2012 (R.R)]. -

Notes furnished by Govt. on the above audit paragraph is included as Appendix - 1L

45, Based on Accountant General’s submission that they had not scrutinised the
corrective measures taken by Government due to lack of file, documents and
supplementary evidences the Commitee directed the department to submit all the
documents concerned in connection with the audit observations in the above case (o
the AG a1 the earliest.

Conclusion/ Réoommendation .

46, The committee suggests the department to submit the concerned files to the
AG to scrutinise the corrective measures taken by Government in the case of M/s
Ecowood. '

The committee also directs the-department to fufnish the details of present
stutus of revenue collection from M/s Ecowood.
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(AIT & CTO, Kuthiathode)

. Section. 25%af. the KVAT Act-empowers the }'* "= " « =~ it

- Assessing Authority.to assess fax. payable on | gy el o0

* . any turnover which. has es¢aped assessment 10 fo the ‘mnual-retifn for
tax within five years from last date of the year 1>609.10 filed by Mis

to which return relates. ‘hohoor Tyres and. Qils
. . that it availed input tax
credit of T 198 lakh relating to purchase of fumace oil for T 15.86 lakh. It was also
not depicted in the closing stock, the assessee neither resold nor used it for
manufacture of taxable goods. The AA however, did not disallow the claim resulting
in short levy of tax, cess and interest of T 2.47 lakh. '

This was pointed out 1o the Department (May 20H) and reported to-
Government (February 2012); their reply has not been received (December 2042).

(CTO (WC & LT), Kollam)

Under Rule 10(2) (a) of KVAT Rules, 2005
labour and other specified charges for execution }
of work and profit to the extent it is related to |Lumens electrosystems, - an
supply of labour can be deducted from total Hassessee, was undertaking
turnover for arriving taxable turmover. If after . - -
the deduction towards labour and other charges electrical contracts - assessable
the taxable turnover falls below the cost of |under works contract in KVAT.
goods transferred in the execution of works [We noticed from the assessment
contract, an amount equal to the cost of g00ds frecords for the years 2006-07
transferred I the execution of works contract and 2007-08 that the assessee
together with profit, if any, shall be taxable . .
turnover in respect of such works contract, had worked out taxable turnover
- : as T 37.08 lakh and ¥ 4770

lakh respectively. As a resul_i turnover of T 6.33 lakh and ¥ 11.40 lakh" escaped

11 Difference between the cost of material ransferred in works contract and the taxabie rmover
disclased by the assessee afier availir.g the deductions. '
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from assessment as per provision of KVAT Act. This resulted in short levy of tax
and interest of ¥ 2.76 lakh as shown below:

¥ i Iakh

After this pointed out this to the Department (January 2010) and reported to
Government (July 2012); Government stated that the assessment was completed
{October 2010) for the respective years creating additional demand of 1.37 lakh and
7 1.81 lakh and the arrears is under R:R. action. Further remarks have not been
received (December 2012). ' :

. (AIT & CTO , Alathur)

Mis Savitha
bar, a - bar
attached  hotel

/Under Section 5(2) ( C ) of the KGST Act, bar attache

hotels are liable to pay tunover tax ac 10 per cent of
turnover of foreign liquor sold by them. However, under
Section 7 of KGST Act as amended vide Finance Act
2006 bar hotels not being a star hotel of and above three
star hotel situated in panchayat areas may, at its option
pay turnover tax (a) at one hundred and thirty five
per cent of purchase value of liquor, or (b) at ome [p2&Y fumover
hundred and fifteen per cent of highest turnover tax -
payable by it as conceded in the return or accounts or the
turnover tax paid for any of the previous consecutive
Qree years whichever is higher, from July 2006.

/ (March 2010
the lower rate
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and underassessed the tax  lability for the financial year 2006-07 resulting in a
short levy of  2.63 lakh due to incorrect calculation as shown below:

(¥ in lakh)

Thls was pomted ot (July 2010) to the Depariment and reponcd (February
2012) to Government, Government stated (September 2012) thal the dealer opted out
of the compounding scheme. The reply is not correct, as the assessing authority has
completed assessment under compounding scheme (March 2011) after considering the
reply furnished by the assessee for the notice issued in February 2011,

(CTO Special circle, Thiravananthaparam)

M/s Kerala Auto
obiles Limited was a
ealer in three wheelers and

(Under Rule 18(4) and (5) of KGST Rules
1963, scrutiny of the accounts is mandatory
before finalising assessment. Under section
17(3) of KGST Act, if the return submitted by
the dealer appears to be incorrect - or
incomplete, the assessing authority shall
\assess the dealer to the best of its judgement.

assessment order that
against a total turnover of
‘T 48.34 crore, the assessing
authority finalised (June 2009) their assessment for 2004-05 accepting the total and
taxable turnover of ¥ 47.43 crore and ¥ 38.49 crore respectively as conceded in
rewrn. The reason for accepting the reduced amount was not explained. This
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resuited in escape of turnover of T 91.08 lakh and consequent short levy of tax of
T 21.24 lakh including AST and interest.

This was pointed out to the Department (February 2011) and reported 0
Government {March 2012); their reply has not beer received (December 2012).

(CTO, Special circle, Kottayam)

/U;der Section 5(1) of KGST Act, dealers M/ Midas Precured
whose total turnover exceeds Rupees two [freads (P) L. is 2
lakh are liable to pay tax on the taxable |manufacturer of tread rubber.
turnover of: the year. It was judicially [We noticed (October 2008)
held12 that excise duty forms part of the [that while finalising
\turnover of the seller. | | /Uune 2007) the KGST

assessments for 2003-04 and 2004-05 of the assessee, the assessing authority did
not include excise duty in the turnover. This resuited in short levy of tax, AST and
interest to the tune of T 12.74 lakh as follows: - (T in lakh)

12. MC Dowell Co. Ltd Vs Commercial Tax Officer {1985) 59 STC 277 (5C)

_ After this being pointed out (October 2008) the Department stated in April
2009 that they submitted the case to Commissioner of Commercial Taxes to obtain
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permission to reopen it under Section I'AD) of the Act. Further report has not been
received (December 2012).

(CTO, Special circle I, Emakulam) -

Gy 2 notification:s issued in December 1999 under
KGST Act, 1963," Government exempted from
payment of tax the turnover of sale of raw material,
plant and machinery, spares, tools and consumables
other than peroleum products to 100 per cent Export
Oriented Units. High speed diesel (HSD) was taxable
at the rate of 24 per cent under KGST Act read with
another notification« issued by Government in

\December 1999, '

the assessee for 2003-04 fixing the total and taxable urnover as ¥ 4,779.30 crore

orporation [td, is a
ealer i Petroleum’
roducts like Petrol, HSD.

iesel etc. The assessing

authority finalised {March

2010) the assessment of

and ¥ ],431,?6 crore respectively,

It was noticed (November 2010) in Audit from the assessment records for the
year 2003-04 that the assessing authority did not levy tax on a turmover of
T 1.07 crore relating to sales of HSD to 100 percent Export Oriented Units. This

resulted in short levy of tax of T 48,49 lakh, including interest.

The matter was pointed out (November 2010) in audit and the Department
accepted the audit observation and stated (May 2011) that action would be taken to
make good the short [evy. ' '

The matter was reported to Government (;I_une 2012); their reply has not been

received (Dc'cember 2012.)‘ .

13. SRO 109099 (Schedule I11, item 7),
14. SRO 109199 (Schedule 1,SI. No. 28 (i),



(CTO, Special Circle , Kottayam)

@der entry 150(i) of I Schedule to KGST Ath It was noticed (October
1963 tea including green tea leaves taxable at |2008) in Audit from
the rate of eight per cent. By a notification’s k. onnial rewrns of
issued in December 1993 Government
exempted from tax, the turnover of green lea
leaves produced by cultivators and sold to tea
factories, subject to the condition that the
processed tea is taxed either under KGST Act  [pssessments for the years
QGB or CST Act 1956. 2003-04 and 2004-05,
' ' ” the - assessing officer

Kerala - forest Develop
fment Corporation L.,
that while completing the

exempted sales tumover of green tea leaves for T 35.21 lakh and T 58.35 lakh
respectively, accepting the declaration of a purchaser tea factory situated outside the
State. Incorrect exemption allowed resulted in short levy of tax, AST and interest of ¥
12.78 lakh. '

After this was poimcd out in audit (October 2008), the assessing officer
stated (April 2009) that the CCT was requested to accord sanction for re-opening the
case. We have not received further report from them -( December 2012).

- The matter was reported to the Government in May 2009; their reply has not
been received (December 2012).

[Audit Paragraphs 2.13.11 to 2.13.15.2 contained in the Report of C & AG of
India for the year ended 31 March 2012 (R:R)1.

Notes furnished by Govt. on the above audit paragraphs are included as
Appendlx - IL :

47. The Committee accepted the replies furnished by the department.

48. The Commissioner GST department remarked that nearly 70% of the cases
were accepted and the rest of the cases would be reconciled after furnishing detailed
replies.
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49. Then an officer from AG .intervened and commented that in certain cases
the details which found to be absent in the assessment file during audit were later
submitted b‘y'the éssessment officers through "Books of Accounts' and were approved
on subsequent verification as well. But in certain other cases, no such documents or _
supplementary evidence had been submitted by the authoritics, and therefore the
action taken on these cases were not scrutinised. '

50. The Deputy Accountant (General then requested the -department to take
necessary action to settle the pending cases at the earliest.

Conclusion

51 No comments,

Thiruvananthapuram, V. D. SATHEESAN,

ist July 2019, Chairman,

Committee on Public Accounts,

87212019,
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APPENDIX 1

SUMMARY OF MAIN CONCLUSIONJRECOMMENDATIONS

-

! OSL Para| Department ConclusmnfRecommendanons
| No. | No. | Concerned
L 12 E Taxes Department Regm:lmg the case of M/s SEPR Refractones Ind1aI

'Ltd., the Commitiee directs the GST department tol

| submit a statement regasding the realisation of additional

demand

15 | Taxes Department

t The¢ Committee urges the GST department to;
'furmsh a detailed statement on the collection of . |
'additional Gemand if any, dve from M/s. G.R.| |
| E.ngmeenng (P} Lid., at the earliest ' |

19 © ‘Taxes Department

The Committez suggests the depanmem to subrmt the|
|

| concerned files to the AG to scrutinise the corrective!

measures taker: by Government in the case of Manjilas!
Agro Foods (P) Ltid.  The Committee aiso urges |
Ito furnish a detailed reply on short levy of tax;
due to misclassification of commodity and theé
present status of revenue collection from:
Manjilas Agro Foods (P) Ltd. :

24 | Taxes Department

The oornmmee suggests the department tol
submit the concerned files to the AG tol
scrutinise the corrective measures taken by|
Government in the case of M/s Poothokaran,
Agencies. The commitiee also directs the!
department 10 furnish the details of presenlg
status of revenue collection in this case :
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e T ————— . __.._.,.___._ e T — —— .

5. [ 29 I Taxes Department ’The Commitiee suggests to submit the files to|

| ! |Aocountant General on the case of allowmg[ :
b0 | _ . !mput tax credit/Special rebate to Mlsl
| |' Aryaveidya Sala Kottakkal (2.13.5.1(2) and|]
[M/’s Rajagiri Rubber and Produce Companylr
r(2 13.5.1(5). The committee also directs thcr
|department to furnish the details of prescnt[
: ! _ lstatus of revenue collection in those cases

|
— |
Taxes Department J'I’he committee suggests the depamnent to|
| |' ! |submlt the files to the AG to scrutinise the|
| , | _ |c0rrectwe measures taken by Government mf
r ;l T ithe case of allowmg special rebate to Mfsll
l[ | i; |MPS Steel Castmgs (P) Lid. The commtttee|

! ; i .also directs to furnish the details of prescm
: lstatus of revenue collection :

al
|

[ 7. : 38 [ Taxes Department |The committee suggests the department to

[' ! L | submit concerned files to the AG to scrutinise|.
| the comrective measures taken by Govemment|
lin the case of MJs Raghavendra Automobile
I | |(P) Lid. The commiitee also’ directs the|
' department to furnish the details of prescnu :
‘status of revenue collection -

|

Tt —— o 1
|

.r

S N —————— ]

, 42 r Taxes Department The, commitice suggests the department t0|

‘ ! ;i submit the concemed files to the AG toi

J O ; scrutlmse the ‘corrective measures taken byl'
| . i. : Govcmment in the case of incorrect filing of | |

| | | ‘retums by FACT L. The conmittee also|

; i o . directs the department to furnish the details of

f | the present status of revenue collection

pa

c—me e e . .__.______\....__.__._._._____-_.._._..____._..
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46

Taxes Department

- — ——

'The committee suggests the department to'

submit the concemed files to the AG 10]
scrutinise the corrective measures taken by
Government in the case of M/s Ecowood i

i
i
i

The committee also directs the department!
to furnish the details of present status of |

revenue ceoliection from M/s Ecowood. |
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‘| controls. -

: '.Improvemcntm syste,m' V

-and procedures,
including internal -~

,.Recoveryar R RN
' Wﬁfpaymcntpomted a4
‘| out by audit e

Lgi [_1"-'@1"5E hi "!""‘"’!""!’

o
—

| Recoveéry c of under B
assessment‘%rt 1evy
| or ottier dues : .

Mudlﬁcahon . the

| schemes and: programmc_s
T '-Includmg ﬁnancmg
] pattarn )

e

casesfoompletc
scheme /projéct in the

light of findings Df‘samp]e I

check by Audit findings.of

'| sample. check by Audit-
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jon ﬁken,

| AG's Repo
i (@) | Department -coMMERcw_ TAxes
~1(b) | SubjectTitie of the Review Short levy due to tumover escaped
’ Paragraph aszessment
{ (@) | Paragraph No. 2.13.1.2{a)
(@) [ Report No. and Vear CEAG Report ended 31,0312
¥ - | (@) | Date of receipt of the Draft 06.05.2013
i - | Para/Review in the Department .
 (b) | Date of Depariment's Reply
i Giat of ParagraphiiReview. TMBEGR Engineering (P} Lid, is an.

assesses on the rolls of the Assistant

.Commissioner (WC) Emakulam

engaged in. Works coniract.  The
audit objection is that the assessee

| having a contract raceipt of Rs.39.31

crores during the year -2008-09,

- | avaited examption of Rs.30.19 crorés
| against showance of exemption of

Rs.5.90 crores, resulting in short levy

| of tax cess and mtetast of Rs.3, 74

- Grores.

@

Doas the Department agree with lhe facts
and figures included In the paragraph?

Partly

| ) -
o Mwnmtaﬁammmmesnf

Hf not, Plaase Indicate areps of
mbvanldocumentshwppoﬂ

Details in Vi (a)

™

' Dges the' nepammmmmemm
mnemamns?

™

i nat, p]eawmmapaaﬁcamof

+.| disagresment with reasons for

disagresment and also attach coples of .
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- Reimdial action Taken

(_a) '

‘fmprovement in system .

and procedures, including
internal controls.

Ths table wmwer esﬂmted by the Accountant
Generil is R8.334153,441/-. The taxalble turover
' conceded by the -dealer is Re.9,92,52,631,00 Balanve
turmover is Ra.3,13,40,697/~. The audl: has sstimated
andcnlculamdtanc@ms%onmmm
turnover. ﬂdsmorreq. Mparaagourmsjnmaia
declared  goods. tumover  amoutng  fo
Rs.463,3172400uﬂ1!chiatwmlda@4% |

mwmmmmﬂumm

| -claimB8-gxamPlion. amounting o Rs.30,18,69,184.00..

The dsialla of exemption claimed. otfier .than “kbour
axpansos is as follows.

tH) Mvanm bifling tiilﬂp&lizaum Advanee}
Rs.14,48,31,621.00

{ 2 Salesin ransit tumover  Rs. 5,86,85,000.00
| -3). Buti sprractdumover  Rs. 3,90,79,336.00

Thetagh-the ‘stiove ftems have been included Inthe
exemption column and caimed exemption, It is not
coverad sundsr the exemption ervisaged under Rule
10 {2) (a}oi KVAT Rudes. )

mmﬂwmemmhonfrumlhemi
exemption clakh of Re.30,18,69,184/- the balance
cb‘moﬂabouramphonlsmhslﬂe underRu!e

0@

Blnﬂ'pm-hasmtpmvadme c!atm of
exemption of advence biling. Sales m transit and
‘sub contract Therefore ansessment under Sec: 25
{1) was completed on 31.12.2011 disaflowing the
" above claim of exemption. The taxeble tumover
fixed Is Rs.42,61,18.852.00 In this situtation since
tha ssseeses hs claimed Sxemption’ on advance
‘Biting (Mobilization advarice) sale in fransit and sub -
‘contract but not provec with documentary evidence, I

mauppmsmnnfh:mweroﬂnxhlmrdwdandl
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henoe no penalty can be lmposed
lnmabunoeofdommentary evidence toprova the
_claim of sale in transit, sub contract tumover and
mobilization 'advance, the claim of exemption was
dwaﬂmudandoompletedasmsmntunderﬁec%m
ofKVATActzoo?..[
{v) | Recovary of overpayment RS » R
. pointed out by audit -—_— T
{c) | Recovery of under - _ - T
. asseasment.shonlavyur -
other dues
Hodiﬂeaﬁoninﬂ)am e
(d) |andprogrammes including | -
- ﬁnancirngpaﬂem R
ey 1. '
: Rev‘iewofsimilar
cases/complate —
schemeiproject In the light of
- findings of sample check by
Audit findings of sample
{ chack by Audit

l‘ /
ISAAC ITTY

Taxas Departma .
" Govt Secretarial, Tvpm

8722018,
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aken N AG’s Repotts
T (@) [ Dopartment COMMERGIAL TAXES |
b} Subjew“l'ilie of the Review T Short levy dus to turnover escaped
_ Paragraph assessment .
(c) 1 Paragraph No. 21312 (1)
T [Report No. and Yaar "CBAG Report ended 31.03.12
I {a) | Date of receipt of the Draft 06.05.2013 -
Para/Review in the Department '
| | (b) | Date of Department’s Repqﬂ < _
i | Gist of Paagmph/Review Ws.P.C. Thomas & Company for the
' year 2008-08, claimed and avalled
axempiion of Rs.§,19,26.216-
{ against Rs.3,94,04,664/-, aliowable |
‘{ue to deduction of enfire cost of
‘establichment and overhead charges
of the. dealer inatead of fimiting & to-
{the enent it refates fo the eupply. of
tabiour and services. This resulted in
short levy of tax, ‘ceas and interest of
. : Rs.28,58,082.00
- (a) | Does the Department agree withthe | '
facts and figures ncluded in the Partly
(b) | It Please ndicate arees of _
} disagresment and also attash coples -Dataile in V1 (a)
: . }of mlevant documents it support o -
1V |(a) | Does the Departrmant agree witiithe |
Audit conclisoIE?
(b) { K not, pleusehﬂmteapedﬂcmof
disagreemant with raasons for
disagreement and also attach copies
-of relevant documents whene
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Remeodlal action Taken

'.to;az'.aa.m - r.o_z.ue,isa)
Gma . . . .

Improvement in sysiem _ as and any 200600
and procedures, hciudlng ‘cToaNG C)Ern E. kulam '
(8 | intemal controls: . '

| 1n the Hghit o 406t the sssessing atthorty verified the |

annual rebrn afd accounts. and the following details ars
diacioaad
* Amount of ctotlng Working i Projress. Re.  3.54.27,000/-
Amwmafupenhgwqumgmpmgress Re. 4,87.56380-
Amount of wtal material purchased.. Ry, 3,17.8.277F

memmmmmemammmm _

{ out which is shown below. .
—  Totwl contract receipt 1Re.  10,6624,201,00
Au_umww Rs. a_.u.zz.m_
— Re. 145051208 00
3 Metoriale, - Re
D. expanses.. Rs
Total
Bross Profit

Wmmmhﬂmamﬁamn{m

proﬂia earmarkodbr thoyr.

‘Total Tumover,  Re.  9,525582100
Lass Labour : Re. 3478227700
Gross Profit related %o labour Overmead axpanses ’
rabatad {5 labour Re. . 147.77.750.00
Taxable tumover. RS 527369400

Smwmdstaalpmasparacmunhis

Rs. 72,82,1131-istwmervaltmish‘heqssmedat4%

Transfer vaiie has to be estimated’ hvaddingsgmspwﬁt@
37% 4o the purchase valus.

| 18.4% taxakle (72,582,113 + 37‘&} Rs. 99.?_"6,485.00

125% - tame - Rs. 40,27,60,200.00
Tax duu@ll% _ Rs.  2,99,060.00
| Toxenn @ 125% Bs 534401200

lvow - Rs &74387200
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cmdue'&m Rs,

57,440.00
Rs. £8,01.412.00
L meommaspelmmejrdumm -
. Re. 66,43,120.00
Differenoe Rs. 1,58,492.00

Thaaomaismmevyismwszszr- Action will be taken o |
mmplahmeassussmm under section 25{1) to regfize the |
abovesrnnlew

B

Recovery of overpaymert

‘pointed out by audit

' _(c.) .

Recovery of under
assesament, short levy or
otherdues

@

| Modification in the

sthemes and firogrammes

©

inclisdiing financing patiermn
Review of similar :

cades/complete.

scheme/project in the light
of findings of sample
check by Audit findings of
sample check by Auodit

>

pu SHAC Ty

ditioons Secretary
Taxes Department

Gavt, Secretariat, Yvpm
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ction taken Notes on C8. AG's Re
[t Tia) [ Deparment ) .'caMMERclAL TAXES
A4t Subjawrdieqfﬂ:eRemw e Shnrllewduetotumoverescaped'
(b} Pamgraph . | asspesment
{5 | Paragraph No, T l2aiaE
(d) | Report No. and-vear' : | C&AG Report ended 31.03.12
S @) Daﬁaarreneiptofﬂ;e Draft... . _j06.05.2013

'| Para/Review in the Deparn?:em !

®). -Dateo!Depamhem’s Repiy -

m Gist of Paragraph/Review M/e.Blue Star Ltd. engaged in fanding | -

. ' : as well as supply ermction, festing & |.
_,Bommwnning of air . conditioning
-] system. As per Rules, emection ‘and.
: bommm:gofalmondlﬁmmt:anm!
‘be treated as works comtract but Is 8
edle.  Therefore lsbour and other
charges ghall not be deducted from the
- total turmever- But the asssssee availed

' " |exemption for Rs.844 crores and
- | R8.4.38 crores towards labour and othes
charges for the years 2008-08 and 2009-
| 10 respectively treating “errection and
. poommissioning of &ir condifioners” as
| works contract. Shart levy of tax dus to
inoomctsxemption msmedhsm:nﬂbvy
of fax amounting’. to R&222 ‘crore

_ Including interast,

V1 (a) | Does the Deparimant agreo with | Yes A
. the facts and figures included in -

the paragraph? - :
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- Hf-not, Please indicaté areas of - —

(6) T disagreement ahd akso aftach
" | copies of relevant documents in
support

(3) | Does the Depariment agree with
the Audit conclusions?

(b). | ¥ not, please fidicaie spacific
areas of disagreement with
reasons for dissgreamem and also’
attach copies of relevarit
documents where necessary

;
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- Remedial action ‘I‘ak_en '

{{aJ :

Improvement in systam
and procedures, including
intemal controls.

MMWM
Commerzial Tax Officer, Speclal Circle It, Ekm -

Inthe Eght of audit, the assessmsnt were revised
for both years on 02.04.2012 by creating an
additional demand of Rs.1 2223 336/ for 2008-09
and Re.45 ?0,2361 for 2008-10.

(b)

- { pointed out by audit

T®

| Recovery .of under e

assessment, short levy or

| other duss .

- — -
o -

-Modification in the

schemes and programmes

| including financing patterm

I

Review of similar
cases/complele

schema/project in the ight |
 of findifigs of sample
| check By Audit findings of

| sample check by Audit

1SAACITTY
Additional Semé!:?

G“:_u;:mnat. Tvpm
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TCOMMERCIAL TAXES

- {B)

_ " Short levy due fo tumover escaped

(©)

[EXEERETy

(@) |

Repori Noamt-Year

G&AGR&porlendod310312

T@)

Date of receipt of the Draft

-Para/Review in the Depariiiat

' 06052013

(b}

'Date of Depariment's Reply

%’

| Gist of ParagrapvReview

‘Ws KONE Elevators Indla Pwvt, 11d,
deallng with supply and instaflation of
| elsvatars and escalzlors, annual
maintenance confract etc. had
dairmd ene__nmﬁpn-dfﬂs-ﬁl& grore
instaliation of IR is pari of sale,
| dedisction of lebour eloment k& not
admissible. Moreover, as the work.
involves labour alone it is not %able to
18X in the hande of sub contractor.
1 The Acceuntant General (A} noticed
{November 2011) _from the
{assassment records of the assesses
-1that the assessing awthority did not
disallow fhe axemption. This resulted
in short levy of tax, cass and !nterst
of Rs.93.17 lakh, .

®

DoasmeDepnmm'agmm
ﬁlufactaand!igumsmcludadm
the paragraph?

Yss'
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|-~ i ot Please indicate mreag of — -
BT

- | coples of relevant documemtsh
support

diaagreement and also afiach - -

{a)

Does the l:laparhnent agres with
the Audit mncwslons? '

)

lf not, plsase ‘ihdinale specific
areas of disagreement with
reasons for diaagrasmem and aleo |
attach coples of relovartt

documents whera naoessary

872/2019.




Vi

74

Remedial action Taken

_ . - . M/s.KONE Elevators india Pvi. Lid,
‘Improvement in system Commercial Tax Officer, Special Circle It Ekm.
() | and procedures, including M '
internal uonh'ols “In the Iight of audit the assessing authority has-
——_ -{completed the assessment ws 25 as per ordér
No.3207036'1244/06-10 did 18.03.13 considering the
contention. raised In audit enquiry report and created
‘|an -mdditionef demand of Rs.161,01,336.00.
Meanwhile the assesses appealed before Hon'ble
.| High Count of Kerala and obtained a conditional stay
as per nterini*order No WP (C) No.8981/13 (W) dtd
| 109.04.13.
(b} | Recovery of overpayment
poinied out by audit -
{c} [ Recovery of under
assessment, shont Ievy or -
| other dues
Modification i xhe .
{d) -|schemes and programmes -
including financing pattern
Review of similar
cases/compiete _
schemeiproject in the light
of findings of sample =
{8) | check by Audit findings of

sampile check by Audit

V’ /
BAAC I TY
‘wl Secratary.
Govt. Secratarias, Tepm
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AKEN NOTES ON C & AG'S REPORTS

COMMER_CJAL. TAXES

aw-

Tumover escaped assessment

2.13.14

1C&AG re'port for the year ended
}31.3.2012 '

raft Para §
ant

eply

Gist of Paragraph/Review

Sri. K.N. Madusoodhanan, a works
contractor had a total works contract
receipt of Rs, 22.82 crore during 2008-
0%, It was noticed from the annual
accounts of the  &ssessee that the
admissible deduction were only Rs. 9.47

| crore.. Thus tha-taxable  turnover should

have been Rs. 13.36 crore, However, the

| assessee claimed. exemption of Rs. 12.99

crore to armrive at the taxable. turnover of
Rs. 9.84 crore on which output tax of Rs.
78.72 lakh was computed. This resulted
in escape of turnover of Rs. 3.52 crove
and consequert short levy of tax and

| interest of Rs. 52.42 lakh,

(a)

Does the Department agree with

the facts and figures included in |
1 the paragraph?

Yes

b}

If not. . Please indicate areas of
disagreement and alsc attach

copies of relevant dacuments in |

support

NA

(a)

‘Doés the Departinent agree with

the Audit conclusions?

Yes

{b)

If not, please indicate specific
areas of disagreement with
reasons #for disagreement and
also attach copies of relevant

documents where necessary -
L . .

NA
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Vi

I

| Improvement in system

| and - procedures,
including internal

i controls,

1 that the input tax claim on capital goods upto

| the entries are made in KVATIS. .Since action is

' assessment te make goad the short levy pointed
| out by the Accountant General as per law after|

5r. K.N. -Madusudhanan Panickers Associates
(CTC, WC, Pathanamthitta) - 2008-09
-~ Assessing authority issued notice U/Sec. 25
of the KVAT Act for the year 2008-09. in reply to
the pre-assessment notice the assessee stated
that-he had matte various representation before
the Hon'ble Chief Minister, Har'ble Finance
Minister and Commissioner of Commercial Taxes
regarding the cifficulties faced by him in filing
his VAT returns online,- availing of credit for VAT
paid on capital goods, advance tax paid and
ather technical issies involved in bifurcation of
taxabte turnover of different rates. The software
was partially modified to provide the taxable
turnover into different cases applicable as per
statute. The rest of the grivence are remaining
un redressed. Based on their representation the.
CCT in  letter ~No. C4-40011/12/CT dated
22.10.2013 directed the assessing authority tol -
enter Rs. 8,135,092/~ as ITC credit on. capital
gopds in respect of the above -dealer in KVATIS
and intéract ITMC to update the claim and keep
further action in this file in abeyance including
assessment till any further communication is
received from that office. Assessing authority
forwarded the remittance details to ITMC to get
it correct, . . 1
The Assistarit Commissioner (ITMC), reported ;

Rs. 5 lakh is availed by:the dealer himself and _
those -above Rs. 5 fakh has to be entered in:
KVATIS through the role of the section clerk of |-
the assessing office. . The dealer will be able to
avail the credit in the montily returns only after

to be done by the assessing authority the
matter has been informed. to ‘the Deputy
Commissioner over Eimail dated 04.02.2015.
Accordingly it has been given diraection to the |
CTO(WC), Pathanamthitta to complete the

getting advance tax adjusted and return revised
by the dealer, _

In the light ‘of the above the assessing
authority verified the books of accounts and the! -
excess  deductions availed by the waorks
contractor under Rale 10{ZXa) has been
disallowed by the assessing authority ang!

completed the  assessment on 31102015
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Icreating’  an additional demand of 'Rs.|

) 31.85,927/. and interest of s, 19,11,556/- (from

] 11/9 te 10/15- 60%). . !

"~ | Recovery of B B
1{b} | Overpayment  pointeg NA ' o :

| out. by audit ) ‘ - _ :

| Recovery ™ of Gnder -——-——————~_____________'______________
assessment, short levy | NA - ‘ T

or other dues ' il _

Modification in — Tha . T
| schemes and'NA ‘ _ .
[ Programmes inciuding T - _ :

1 financing pattern | L :
ReView  of ~ simiiarT . - : ’
cases /- complete ! - . S
. - | scheme / project in the | )
_ {e) ﬁght_"-of findings "~ of | NA —_— : ’
1 ; sample check by .audit + - .
P : ‘findings of . sampe | ' ' Y -
_ L ] 1 check by audit. 1 . o
Gropie
EETHA.L™
: - . I .;d%anﬂl me‘?!? :
T : ' Fanes OOPL eiat

Govt. Sec?

Thiruvananthapuram
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y :IBA. __'mlummmpmvldadmﬂyforopen]ngstodt,gmds '

!_mﬁ,ﬂuuon of the bmiks u.famonnts revealed ﬂ:e fnlhwing-
smai'rrsusfer{m : Rs.11,035307‘0
Al Hiterstate m&gﬁnst‘t‘m'm]

- Rs.11,09.27070

sl 'j_-m..s:so;sam b

. i IV
-Rs. 554.62,514

: '-aspumbase.retumsalasmmmﬂ-ee 3
dfﬁetmetmwmnotdlsclosedmm'ﬁ'oﬁnm

_ : tax paid and dosing stock, so |
. lﬁsdﬁﬂmdthenetﬂestn?an'c'ofl?orm A

' "'_ﬁfﬂnualliiemﬁled.by&amih
0&9—1&‘&&?@&3 of nirnover of dealerin |-
muiuﬁ.sj,tha_conﬂgnment stocit transfer for
as; diselosed:. as . -'-&2.06,%799/» a MRP vahua as|

37 966.4»9.455 39' 55,973“_ 3
1.95&.964 AR

12,50,62,$13 {1002485 |
N __-'-'.-14.12;98,9_34 565192

Ti7eaia3 30566
: -._-_;4;20.62,127_ _5532,437 i

--mam ofﬁ'eeisques revealedﬁlatdunngﬂnyw stie |
| & e higs- effecred’ free supply of medicine -for
A4,B05./ m:nmsuchsupplylssuppomdhypraper

y ‘with zero value, Moreqver, it is seen thatin all cases, |
;%ﬁa?m«mmmmvmu%mngmm :
smhityngssatl%hasbeenmalixed. I thei-case of ‘Tate | .

il :ﬂ:emhzsadopudthesamemethodasﬂmm_
&.0f rate dﬁfaem'-wﬂtedﬂmofdd@osa!ofyodsby -

8- Re.1,75,16,681/~ was not |

Bor Rs. 42533/:_Sothe]
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dmwim'mmd at 4% esﬁmaﬁng hQ.P
5%: In another case of claim of purchase return ( Le,
-_2,29 9701~ the assesee dld ;Uot

.‘ . m Es : l I!Il!uh I” y T -

+RE42,53179). undﬂ:e-sqme sssed‘to tax-at 4% on MELP
€ :disclosed by the asssssee ar R 7&174505]— ‘Creating am

adqlﬂlmsi demaid-Gf Rs.1,66,980/<and awurdmgly revising t]: (-]

nent nov-us-zms. _ _ ,

Depmy_ﬂqmmission er (An

mmmm -accordingly. Secondly, the rat:

' '113.1’9,59,63ﬂ -

' ditic p_ayment of Rs. 46,548, |
ﬁsplmed tax fuml‘shing secuﬂty for the :
- Ma, " 32050594232}09-10 date a]

0 Jﬁsﬁma ufﬁm.&sst. Cpmmissilmer. ‘Speclal Circlé, Kottayan a |
hasunodified by, Deputy Comi et {Appeals) as per Order{
.ﬂunﬂtmr_glzsﬁm “dtd. . 16062014, acmlﬁag o' dn

R 2531.&0 _Is relating to the pﬁndpal -.

- [iisorpate the. st seal i -ﬂxe'cernﬁmew;uedbym |
._“mmﬂtﬂﬂﬂwmr'ﬁm,amsﬁdemmmmvetheQwsMa '
| Pacelved by the principal; exeémption subject to proof of evidenic 2 |
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1 al

"1 scheme/project fh
Inthe lightof -
{ findings of b
.| sample cherkby—| 7.

", | Auditfindings.of )

.| sample.check by | ;
L _jAudit )
ot

L T

ISAAC TTY
Additonal Secretary

Taxes Dapartment
Govt. Secratariat, Tvpm



- COMMERCIAL TAXES

l {a) | De
1 (b} | Subject/Title of the Review _ Shortievyduetotumoverascaped :
{c) | Paragraph No. 121316 ()
{dy { Report Nq. and Year . C&AG ReporlErlded 31 032012
il {a) | Date of recaipt of the Draft Ll 0605.2013
Para/Review in the Depariment
(b) | Dale of Department’s Reply -
itE Gist of Paragreph/Review 1 1t was noticed by the AG from the
. ' : e “Fagsessment records. ‘of |-
— | M/s.Mapsans and Co. that the
fumover ‘of the dealer for 2000 - |
2010 based on copy of the sales
{register made aveflable by the
] inteiligence Squad comes to Rs:
1120 crore whereas they
{ conseded a taxable tumover of
10.48 .crore only. Failure to take
action under Section 25 resu;ed in
| shert levy of tax, cess and interest
: : : of Rs. 8.12 lakh :
v {a) | Does the Department agrea withthe | No
fadsandﬁguresindudedhﬂ‘le
| paragraph? :
(b) | ¥ not, Please indicate areas of .
' disagreement and also attach copies | Details fumnished in Vi ()
S | of relevant documents in support . .
v {a) Doesﬂ:eneparﬁnenlagraemww
: Auwdit conclusions? .
) ﬂmt.plaﬂeindmtespedﬁcareusof
: - | disngreemant with reasons for
disagresment and also attach copies
of relevint documents where
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: Wmemlumveras Rs. 81,84,840.00 and 67,17,420.00

'104767monomy

Rsmoﬂial actipn Taken
- '.",:lmpwvememm TN ' 1589 L 370
ey tem : r ssmsnreemdanwasrevealedthauhe
. ( ). { sy oeduaren: iﬁ?eﬂkm ‘Squad No, V., Emakulam inspacted the business |
| P : plppg'nfﬂmn’hstnégmﬁﬁMMOarﬂmmmd interafia sales:
lncludhgimema! 1+ “frofh thé.’ oe for the pericd from 01/04/2008 to
“controls. : 0. Az per'ihe Sales register, the total sales sffected by

H:éas&aasaeuptammﬂ‘m lsRs - 8,70,85,821.00. As par the |
Mwmummmmmwzmo&MMMnm

¢ 1ptal tumover for the ysars 2000 - 2010
Ifgz_rnmufdwwkouthﬂs 11,20,08,181.00 . Against this
by the aesasssa inthe annua!rutum i Rs.

Aspef?mmaoé Local Audlt
collacted by the dealer s &8

snhuspuf ,Slpa;n.w OPT us par Tolal snies ] Sules a5 par
O 18A sohm [ o

_i

mmau RAVAGH0SE| 202179.00] 201432 B0oor31.a5] Z00031.35

- GETTZRR| s2riverd| Taronsco| vicens| vzriedans| 7zriessea
100206690/ 10020060.27 | #13308.00 | 760451 | 10842004.00) 10542064,00
187y7885.)7| 16787689, 16| 1582008 70 | 1502431 | 17206621 00 173p5821.00

\sago7me 32 [ zasrpe e oososesz| 326725 11928057.00 1162685700

] &"32 G ‘?v?”ﬁ'_g ; g%‘ 0 ; E 5 ﬁ .

[ 10047004.91. . 10047038 04 | 756088 28| 706234 Too10m96.45 1081009545
ma:rmaTG 10674%40.67] 200202.85] 879077 | 11360250.00) 1158025000

, mmj{o #8500200.51 | 788321617 | 70148.84 S7005821,04 | B7OG5621,04
I904B! 616964047 | B0B110.82| 805161 - 609R0R2/00| SB909e2.00
u737420.45| 521342005 | 30eepe.31] ated| 7118021 20] Tram0zZ0
148 14512360.52 1096000.13 | 11648.75¢ 1601800300 1501800320 -

872/2019.
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. IlhubmlttodmalmmaAudllanqmryraportﬂmt}lmwer
I} was taken taiw fune of Re, 9,70,05,821.00 for the period
- fior-D1/04/2008 to 31/01/2010 which includes tax which
ganbgd ted fiom the column No. 7 of the abave |

1.8chpdule. Tﬁnﬂiaaudlmfﬁoaropiedmmverforma
. mqmm of. Fobruary 2010 and March 2010 as Rs.
8194.940481»1(!&5 $£7,17,420.00 respectively from the
monthly “tetuin :filed by the assessee since the sales
Tegister for'the abdva monthe were not availsble in the
‘_'asébwnani rechids. Hgnce, the total sales tumover
comes ‘ip 88, 11,2003,1&11:0(97095321(Tm1sam
lndudinnhl() *81.94,940+6?17420{sdeaasper
mtu&{uﬂ%monm of Febfuary 2010 and March 2010
reepentively) - -
_ lnﬂﬂs&mmnmaybenmdmaimeamnpamhas
recioned - the-tumsver of the dealer from 0472009 1o -
|| 0172010 inclidihg tex dnd cess , total of which comes 10 |
9, 70:85,821:00; Mt of this the actual tumover of the
dosler is Ks. ‘8985540400 only and balance Rs.
72,40, 417 l:epzqaants VAT and Cess. .

’ Bmmaaahshnmiahenhymemdﬂoﬁeerforme
- mﬁmwmwanwm 2010 were excluding
ot pan.pe- mﬁaﬁnﬂ frum column No, 2 of the

Aspaﬂtnmma!mm ﬁledhyhaasssseeefarm

_ 2008 - 20 tumover.conceded was for Rs.
1DA7;67 760,00 which was excluding tax. As evidenced

from coiumn 2 of the schiedule the tumover secaped Rs.

_ 72,40.41‘{00;%2&1‘0% Para was the difference

.| Batusan s ‘wonceded by the dealer i.e.

T iRs. 1Wﬁﬂmbooanﬁmaﬁgurewomedomwme

suchit ofesr ke, Re: 11,20,00,181 (11,20,08,181—.

104787 Fa0= 12;40,424) The lumover uplo .Ianuary
2030 concedad by the dealer as per retirn without tax
slament is Rs. 8,00,55404)-.

Turnover for the month upio January 2010 reckoned by
the audit officar axcept February 2010, March 2011 is Rs.
9,70,65,821.00. The difference Is Rs. 72,40417.00 )
{97095821 00 - 89,55404 = 72,40417.00). 'n the
sbove explained circumstances there is no turnover
empezndnorauenueloasmsreoﬁ ! :

The assessment_for_the pariod 2009 ~ 2010 was;
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* | fixed was for Rs. 10,47,67,760.00,
‘served on the assessee on 31/08/2011.
| Considering the defects like tumover escapemant and

1 on 20.08.11.

completed 8¢ per order No 3207 13372550010 darsd
26/08/2011 by the assessing authonty in which turnover
The same has been

‘non-levy of 5.C and demand amaount was advised for RR
The ' dealer filed appeal. against the.
assessment ordes. As per order No.KVAT-739/12 did

. | 27.03.12, the appeliate authority allowed stay on condition

1o remit 1/3 rd of the demand.Defore 31.03.2012. But the _
dealer-has not fulfilled the stay- condition. An amount of
Re:2,08,172/ was collected from the bank account by the
Inspecting Asst. Commissioner , Emakulam. . -

BIO)

' 'Récwei? ofwerpawnem _

pointed out by audit

(c)

! Reocwe_i'y of under

assessmert, short levy or .
other duss

)

Mcdification in the |
schemes and programmes

| including financing pattern

1@

Review of similar

sample check by Audit .

ISAAC ITTY-
Additlonal Secretary,
* ' Taxes Department
Goret. Secretariat, Tvpm
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Mﬂmmmm&_&a&_
1 1@ | Department : ,'CQMMERCIAL TAXES
11 {b) | Bubject/Title of the Review Short levy due to tumover escaped
Pmmmph - | atsessment
fc) Paragratho 12.13.14.7-
-1{g) | Report No. and Year C2AG Report ended 31.02.2012
[t (a} | Deto of receipt of the Draft - 06.05.2013
. Para/Review in the Department :
{b} | Date of Department's Replyw— e -
Al Gist of Paregraph/Review it was noficed that the assessee has |
. | received prior period incoms of °
N 12760633/ and slaughter tapping
tncome of ' 3,01,58,583/- - during
2009-10 and did not ascess {ax on
the same. Escape of these fumover
for asyesement resudted in short levy
of tax, n&asand mtemslamounting to
vV | (a) | Doesthe Department agres withthe | Yes
facts and figuree included tn the
__iparagraph? - °
1 7 1if net, Please indicate areas af
LR disagreement and also attach copies -
of relevant documents in suppoit
1V (a) | Doas the Dapariment agree with the '
: Audtt conclusions?
{b) Hmtpbmmmspedﬂcaraasof i I
- | disagreement with reasons for i
disagresment and also attach coples
of relevant documents where . - '
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Vi .~ Remedial actionTaken
- .| improvement in-systefn . Plantation Corporat) etala Ltd: 09-10
{@) | and procedures, inciuding Based on the audif's point of view the assessment
. intemnal conticls : was completed Ufs 25 (1) of the KVAT Act 2003 vide )
' ) ) order N0.320502683422i08-10, dated 31.10.2011,
o creating an additional demand of Rs.22,23,197/-.
The. assessee filed appeal before the Depuly
Commissioner (Appeals), Kottayam and the Deputy |-
Commissioner {(Appeals) vide order ‘No.KVATA
3251/2011 dated 02.12.11stayed the collaction till the
disposal of the appeal on condition that the assessee
remits-30% of the balance amount due amounting to
Rs.23,23,197- and furnish adequate security for the
balance ampunt. Thus the assesseé remited
Rs.808651/- and fied adequate security for the
: - : balance amount.
{b) | Recovery of overpayment '
o pointed out by audit -
{c) | Recoveryofunder -
gssessment, short levy or -
[ Modficatior in tife Sohemes —
(d) {end programimes including - -
'  financing pattern
_ - | Review of eimilar
{g) | casesicompieie
schame/project in the light of
| finctings of sample check by - ,
Audit findings of sample :

check by Audlit

6 /
ISAAG ITTY
Additional Secretary

Department

 Taxes
Giowt. m'l‘vpm .



COMMERCIAL TAXES

{a) [Depariment L

b Sutnectf'hﬂeofmekmw Shert levy due to tum over escaped assessment
¢ |Paragraph No L 213.13[:;}

d . [Report No, and year . . C & AG Repart fortheyearen;dcdalo.‘iQOlQ
a iDate of receipt of the Draft Para | 25.05.2012 ’

- 1/ Review in the Department ’ :

b |[Date of Department's reply 07.01.2014 -

Gist of Pa.mgmph}ﬁevmw-

Cml e wa

.InCnmmmalTaxOﬁaer,lﬂCucle Thnssur
|Induatries {P) Ltd that the asseassee did not asséss

_|of Motor Vehicles, the assessing officer did not levy

CEEX, cessandmtereetofRs 11.84 lakh.

noticed from the assessment records of M/s. PSN

to tax an amount of Rs. 82.25 .lakh received as
labour charges while completing the self assesament
during 2009-10, Though labour charges are not
deductible from receipts on bodies built on Chasis

taxonthcamolmt. 'l‘hmresultbdmshm-tlevyof

ta).

Doca the Department agree with

the facte and figures iggluded in

the paragraph ?

Yes

H

If not, please indicate areas-of |

-dtaagreement and also attach
copies of relevant documents in -

”'qn.l'

supports

(a)

Does the Department égrec‘wuh
the Audit conclusions, <1

:Yes

1)

If not, please indicate apecific

{areas of disagreement with

reasons for disagreement and
slso attach copies.of relevant

documents where necessary

. -



and . Yn ‘pursuance of the audit objection, the!
Procedures including internay - | ing authority revised the assqssmentj'
controls K junder gection 25(A). of KVAT Act, 2003 as per!
| .o Order . No, 32080747432/2009-10 dated|
: o T {17.09:2014, The tax liability is shown below: | .
) - % | Tax due " Rs. 10,28,117.25 -
- |Interest due Rs, 5,24,340/-

. : 8tay order as per Order _ No.‘f
KVATA 489/2014 dated 08.10.2014 was!
i88ued to the assessee. As per the direction |
in the order M/s. PSN Industries Pet. Limited |
. thas paid Rs. 4,70,000/- ag per Cheque No,i

R

—_— it m

L Male
b[Recovery of overpayment
| |pointed out by sadit S
¢ |Recavery. of -uhder'aasessmcnt, :
1 Ishort levy.or other dues




©2.13.18()

¢ & AG repart for

————

o year caded 3132012, R
. o N

i I e~ R T

|imclade inthe peregraph 7 |
oo — ]

in sopport

Z'(a)
| with the Audit oonclugions 7

‘Does theDepunnentapee ' _Yu ' .
1(6) {1 mot, Please indicate specific | \

areas - of disagreoment withi|.
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1(®) [Improvement in system and’ hmwhmwm,mummmy
ey octoing ateal revised the sscasmet Ufs 25(A) of KVAT/Act, 2003 s per
——- . |ower No3208072252008-09 duted i7.9:2014. The tax.
C L |ability was Sxedas shown below, -
¥ | Tox due - . - Rs:6,30,344/.
{Inhestide - . Ra346;689
- [The damend notios msbeen served upon the assesses. The
s "mmmwummmm
' -__mmcamm(m),mmmmw :
mewummmm&m '
490/2014 dated 08,10.2014, As per the direstions the aasesses |
__Md!iedmwmd:ﬁmbymngmsmmm
. chialan No. 214/17.11.2014 end fartishing security bond in
. P . ‘ memmmwmmmurm'm.m-
_tb).ikmwy'ofww' :
ey Rewva—ynfmdar'*g e

T | Modification ta the sebeges

100) | Review of similar

S e

L 4
ISAAC FrTY
ﬁjqdiuonai Secretary

283 Departmant -
Gowt, Sacretariat, Tyom

87272019,



I [@ [Department COMMERCHL TAXES
(k) { Subject/Title of the Review [ Short Isvy due to turnover escaped
Paragraph angessment
(¢} { Paragraph No 21319
(d) | Report No. and Year C&AG Report ended 31 03.2012
W@y | Date of receipt of e Dralt 06.05.2013
v Para/Review in the Department ' : '
(by | Date of Departmant’s Reply -
. L —raguan A

X GlstofParagrameavi'ew e

~§ WisRoyal Emtarprises,  Nappizhe,

claimed exemptian on tumover Re.1.91
«fores relating to machine made safety
1 matches sold during 2009-10 as if 1 were
handmade. Incorrect exemption availed
regulted In tumover sscaped assessment
 and consequent shiort levy of tax and

interest of R3.5.63 lakhs. i

5 | Vo
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vi Remedial action Taken
- : M/s.Roval prises, Alleppey 2009-10 _
" improvement in avstem .Inihnightofal.id_;noﬂeeundersecﬁqn25(ﬂ)ofthaA_d
(@ | andprocedures inclodig ey e o Sasessse propasing o reject the exemption
: 1. - o ng ﬂaeyhaveaireadyawaiedunacmuntofsafetymatqhes.
intemail controlg., in response to this notice the assessas filad the foliowing
: -objections.- : : _
.. Since the objestion filed by the assessee was not.
- - sushhmhhas'wmfmmdﬂgummm,
| alregdy~ pr was confirmed as r Onder}
"NO.W&?MQAO dated 18.12,2011 by creaﬂ:g
an additions! demand of Rs.918567/ towards. tax a
' Thea?msoelwsﬁiedappealggainstﬁm_said
. -order before the Deputy Cammissioner (Appeals), Kollam
I and has obtained conditional stay order Hil dispossl of
appeal. In compliance with the said order the dealer had
] remitted Rs.One lakh vide chalan No 561 dated 30.4.2012
Ao o o ot e Distriet T . a_ :
) [ Recovery of ovempayment _ =
{c) | Recowery of under sssessment,
- shart levy or other dups -
-} {d) | Modficaion in the sohemag
-and progranimes incliding -
Ravigw of wimir
.1 In the-light of findings of sarhpie _
S [oteck by Aude prdlogs of. - - :
11 sample check by Audit
. _ | W

' 'tsaécm'v
Additiona) Sacratary _

TanON Nanatinns




COMMERCIAL TAXES

i {a) | Depariment
(b} | Subject/Title of the Review T'Short lavy due to turnover escaped
. Paragraph assessmant '
{c) | Paragraph Ne 213.1.10(a)
{d) { Report No, and Year C&AﬁReportanded 31.05. 2012
i - {{a} [ Date of receipt of the Draft :
Para/Review in the Depariment
{b) | Date of Depariment’s Reply - ) '
! Gist of Pamprapi/Review -~ 4 M/sRejah  Timber  Company,
: "~ TChavakad for 08-09 sclf assessed to
texx a sales tumover of Re.2.74 crore
only. The sales tumover as pet
annualaowuntswaam.smcmm
L {Though _catpentry and painting
charges were not incinded in the |
sales turnover by the assessed, the
asscesitig authority did not asscss to
tax tomoves of Ra54.75 lakh
escaped  from asscsament, “This
yesulted in ehort levy of tax, ceas
_ o : S _ and interest of Rs.?.56 lakh.
IV [(a) | Does the Department agree whh the Yes . C
.| facts and figures inciuded in the :
| paragraph? :
H not, Piaase indicats areas of
D) Mmﬁandmmchmpbs
of nsiovant documents in suppoit _
Vo (a):-nmuaepmmmmmmmm
Audit conciusions?
{b} | ¥not, phasehdhtamaﬂcmaf
dissgreement and also atiach coples -
of relevant documents where -

necessary
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vi Remedial action Takan
improvement in system The ummné aut.honty hm:l rectl.ﬁzdlthe m:.sbake l:g
y - 3 ¢ assesament ufa 25(1) of the KVA'
@ ::t':_rpm_cedum. Including | o .11 demanding tax of R.507995/- along
Intamnal controls. with an interest of Rs.132079/-. The matter was
: reponedmtheAmntanthneralalmgwnhthe
revised assessment order. Since ihe amount was
not collected, stepa to recover the arrears under
. | Revenue Recoyery were taken, The dealer went'in
| appeB before the Asst.Commr.(Appeals), Thrissur
and the appeliate authority as per order dtd.6.3.12
has remandsd the case for fresh disposal according
to law plter granting a reasonable and effsctive
: oppom:nityefbmngheardtothedoaler The dealer
hes already. remitted an amount of Re,213360/- in
- compliavice of the stay order of the appellar.e
: authority. .
(b) [ Recavery of overpayment : —
. poirted qut by qudit. -
1 {e) | Recdvery of undsr
asagsaminil, short levy or -
 other dues : :
Moglification In the schemes
{dy - ﬂndprogmmmasm.tdm -
financing patiern :
Rmafa_imﬂw
casawcomplate
Echeme/project In the light of -
{e) i findings of sampie check by
. - | Audit indings of sample
check by Audlt

154,
ddlﬂonﬁ:cgm
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COMMERCIAL TAXES

copies of relevant documents in
" ~ .

{a) | Department
{b) { Subject/Title of tha Review ShorHavy due to tumover eacaped
. |'Paragraph L assessment_
{c) | Paragraphi No.. = 2.13.1.10 (b)
{d} | Report No. and Year .~ C&AG Reporlended 31032012
{a) | Date of receipt of the Draft 06.05.2013
: Para/Review in the Degﬂneﬂt
N {b) | Date of Department’s Reply T —
1] | Gist of Paragraph/Reviaw .The assessee did not include the
1 ' taxable turnover the transporiaiion
 charges of * 153 crore received
™™ ['auring 2008-08 and 09-10 for delivery
of poles at site. The escape of
turnover from assesemaat resulted ln
short levy of tax interest and ceas '
: ' 7.27 1akh.
(a) | Does the Department agree with | Yes
g the facts. and figures-included in
the paragraph?. . R,
- i not, Please indicate areas of -
{b} | disagreement and siso attach

" “(a)

‘Does the Department agres with

the Audit conclusions?

®

if not, please indicate specific
areas of disagreement with

 reasons for disagresment and also

altach copies of relevant

| documents whare necessary
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v Remedial action Taken
Improvement in system
{a and procedures, ing | . '
@ | andpre oo "9 | 1, the lght of audit the assessment, for the years
- o "2008-09 and 2008-10 was completed U/s 25 of KVAT
' Act by the assessing authority on 30.08.2011.
Subsequently, the assessee M/s.Anchor Structurals
filed appeal against the order before the DC (A)
Erkm. The Deputy Commissioner (A) in the : ate
order in KVATA 3449111 and 3451/11 did 14.02.12,
grantad condition at stay of collection til the disporal
of appeal . As per the direction of the stay order the
aesesses remitted 1/3 of theamount due e,
Rs.74G84/- vide chalan no.S-08 did 28.03.12 for
| 200808 and~Rs.103880/- vode Cheq No.S-07 did
_ 28.03.12 for 09-10 and had fumighed scrutiny bo
] : .| for balance amount. The appeal is s¢ill pending. -
-1{d) |Recovery of overpayment - .
. pointed out by audit P '
{c) | Recoweryofundar
' assessmant, shori levy or -
ather dues .
Modiflcation in the schemes
'j(d) | and programves including -
finanging pattern
{ Review of sitallar
| caseslcomplete
. - | schemelpraject in the Ight of |- -
© findings of sample check by
Audit findings of sample
) | check by Audit

v/ .
ISAAC ITTY
.. Addillenal Secretary

_ Taxes Dupartment
Govt. Secretariar, Tvpm
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COMMERCIAL TAXES

(a)

(h) | Subject/Title of tha Review | Short levy due to tumover escaped
Pa(agmgh assessment - .

{c) | Paragraph No. 213411

{d) | Report No. and Year i C3AG Report anded 31 .03. 2012

] (a)} | Date of recaipt of the Draft 06052013

Para/Review In the Department

(b) { Date of Dapartment’s Reply -

m . : - “{Wis. K. Eilas Construction () Lid.,
- . - e L

tumover as Rs. 547 crore against
contract receipis of Rs. 7.62 crore.
The talance Rs. 2.18 crore was availed
as deductions. However, availing of

'| deductions from tha contract amount

was not allowed In ﬂn_eﬁne'uf'
compounding as per proviaions of KVAT:
Act. - As—aresult tumover of Rs. 218
“consequent short levy of tex and Interest

{-worivexd eut to Rs. 6.18 lakh.

(a)

Does the Department agree with the
facts and figures included in the -
paragraph?

No.

®

if not, Please indicate areas of .
disagreement and also aitach copies

- {- of retevant documents in support

Detalls fusnished in V1 (a)

{2

Audit concluaions?

Does the Department agree with the -

o)

of disagreement with reasons for

-dmbmuowmanmm

necessary

T not, please indicate spaciic areas

diaagmmmmdalsommonpm.
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internal controls.

vi Remaedial action Taken

B il _ on ) Lid., 2007
| !mprovement in system e |
@ | and procedures. including The contract receipt shown in the Frofit and Loss Account

Rs. 7.62,35,974.00.is the income certified for the Income
tax purposs as per the Audit Standards, it is the income
recognized under percentage of completion method vide-
accounting standard referred in section 211 (3)C of
Companies. Act 1956. This has no ralation with the

Joontract receipt recelved.’ The aciual wnlrad receipt

during the year was R, 8,987,81,757.00.
The turnover relating to Iabowwwkals Rs. 1,50,92,705,

The assessee has 3 labour works during the year 2007-08
and its tumover is  Rs.. 150,862,705~ This has been

-| declarad.in the annual return in Form No. 10 D filad during

the ysar 2007-08. In the annual retum - flled, it is
mentionedasewempti_ontpwdalabwcanaq.

Contract for supply of tabour and services is not

'wotks contract since the supply of materials are not

involved in the execution of works. Under KVAT Act tax
liablity is only an .works contract and not on labour
contracts. : _ . .

The amount-relating to labour contract doss not
fonnewnpaztoftotalh.rmuverof@ledealar Ag per Rule
2(4) of KVAT Rules, If a dealer" iifider take both labovr

.| contract and works contract coverad by distinet and
--| seperate work orders and agreaments, -his liability to pay
{tax at compounded rates is only on coritract amount

relating to works contract. The amourt representing to
labour contract cannot be - included in turnover for the

| purpose of lavy of tax under section & of the Act,

Verification of copies of work ordars of Ws, Minva
Hertage —~ Rs. 1,47,96481% Pooja Towsr - Rs.
1,10,000.00, West Fort — Rs. 50,000.00 revealed that the

| werk involved only supply of labour. They are fabour

mﬁmmd-miptsﬁmntMmunnotbélndudgd inthe
tumover for the purpose of tax compounding. Woarks
contract and labour ‘contracts are, two different types
confracts. Ruis 8(4) of KVAT Rules separates {abour
contadsﬁ'omwgﬂcsoommnexpresslystatesthat
coniract wherein no transfer of ‘property in goods is
involved shallno!bedeemedtobepartoﬂotalhamover.

87212019,
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o

After The 46th amendment fo the Constitution of

India, the State has the power only to fevy tax on supply

(ssle) of goods. But since a division of the composite
contract is made possible, it is now open fo the staie to
levy tax on the portion that to retates to supply of goods.
Taking. this apportunity, transfer of property in goods
Involved in the execution of works contract is deemed to
be in sale as per definition Clauss 2 of the KVAT Act.

'(_b)

Renovéry of overpayment

pointed out by audit

c)

Recovery of under -

assessment, éhort ievy or

other dues

(d)

Modification i the

| echemes and programmes
including financing pattern |-

(®) |

'| Review of similar -

cases/complote

- scheme/project in the light

of findings of sample

‘check by Audit findings of

sampla_chedc by Audit

o

—-_— T ISAACITTY
Additional Socretary
! Taxes Department
Govt. Beoretarst, Tvum




2 Turn over escaped assessment

”

dommentswhere necessag -

{€) 4213112, 3 ' "
T IR - .C&AGmportfor&emrenﬂedMg;c_hzolz
@) +
{1 S Reply | e —
I |- __Gistaf‘Paragraph /Reﬁew ‘The Chief. Enginéer (Distribution South} KSEB
1'_ ‘engaged in gemeration, transmission. and
ii distribution. of electrical energy collected rental
i '-;d:argesofenemmetemammmﬂngmks.mssa .
-} evore diiring the perlod from 2005-06 to 201011,
.| The mgters installed In the premises’ of the
- *{ consumsr were owned by the Board, Board was |
collecting rental for the meters frofn the
-congumers and hence the supply ‘of meters 1o
1-consumers. were -transfer of right to use meters.
'| The-assessee did not inclode the above turnover In
| the taxable turnover when the tax. was self|
assessed as revealed by the annual return. The |.
asgessing officer also did not assess the above
.y J; -] umover resulting in non levy of tax cess .and |
Aglord; Interest of Ry 43.16 crore. :
Wi DoestheDepartmeht“agl‘eP
-wimthefactsandﬂ,gma
.t included inthe p 7
®) 'Ifnot_,PIease licate areas
. | of disagreement and also
attach coples of relevant
1 d insupport :
V | (a) { Does the Departmentagree |
| with the Audit conelpsions 7.
“(b) | ¥not, Please indicate
© lspectficareasof .
: d!sagraemmﬂ&rensoma ' -
| for disagreement and also .
attach copies of relevant -

I

Ay -,




(2} | Improvement in
system and §
procedures, ¢ : .
including ; Assessment completed on the basis ofAG 5 ijecﬂon regar;lmg
| internai controls. I‘ecaipt of meter rent and in the case of works contract executed |
) -| materials supplied by the KSEB to.- the. contractor for the |
sxécution of works contract were Included in the totaf valoe of-
works and the value of materials so supplied was deducted from
blll after subjecting the tota! value to the works contact tax. |
g owever the value of materialy supplied by the KSERE to the
‘dontractor ware not seeti (ncluded in the total turnover of the-
KSEB ' :
1 Verified the above ob;acﬂons and assessment complebed for
the years 2005-06 to 2008-09.
: m demand created _
ﬁlar Qnde:m ' Tax  Inferest.. . Total-
2005- 32010103675{ 2 ,17.21,074- 2,41, 10, 392 4 58,31 466
- 2005-06 ded |
{hpl 30.06.2015
2006~ 32010103675)' 2,34-,4-7 566 2,32 13, 090 4 66, 60 656
07:5: 06-07 ded - R
E5ES :L 14.07.2015 -
{2007+ 201010367 SL 2,32 92,680- 2 02,64-,632 4 35,57, 312
08':u: 2007-08 dtd | _ _
wuiyr 14.07,2015 '
12008 32010103675/ 2, 53 14 316 1,89 85 734 4 43 00 050
09z 08-09 dtd
<ot 1407, 2015
h“l mo '
" iPor the years 2009-19, 2010-11 and 2011-12 notice U/s 25(1)
. Was issued to the dealer. The assessment will be campleted soon.
an: receivlng the reply from the dealer:
| )| Recovery of Y,
' overpayment )
: pointed out by ;t"
L andit B
1(c)-{ Recoveryof - | - .
', I.III.dBI' : .&_!ifg\h-
assessment, 07
short levy or -
other dues. | it o
o | g — —
{d) [ Modificationin | - -
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the sd!em'esand Tk
| programmes

Including

’ j'1::a=1l:laern.

_ _.teJ.

Review of

| scheme/project ||
4 inthedghtef

findings of

| sample check by |.
1 Auditfindings of
| sample check by ;

Audit

V /
ISAAC ITTY
Additiona! Sacratary

’  Taxes Department
Govt Sevretariat, Tvpm




.D'epartment. )

~TCOMMERCIAL TAXES

necessary

! (@)
(b) { Subject/Title of the Review Short levy of tax due fo non-
, Paragraph - reckoning of “Ornover for
: ' __| assessment
(c) 1 Paragraph No. 12 13.2(1) -
(d) | Report No. and Year : C&AG Reportended 31.03. 2012

. {a) | Date of receipt of the Draft 08.05.2013

- .ParafReuiawinmaDepammﬁ -
(b) | Datte of Department’s Reply -

. : Gm"fp“mm'"“am" It was noticed between August 2008 and
‘December 2014. that in 7 offices, the
subsidy/discount received in 10 cases
wara not . reckoned - as turnover for
assessing to tax for the period from 08-
07 to 08-10. This resulted in shott levy
of!axofRs207croremﬂngcess

v e ‘Doma the Department agrse with the | Yes . .

| facts and figures included in the :
.| paragraph? )
(b) | Ifmt.PIeaumdlﬂlenrsasof
- | disagreement and also attach copies
| of relevant doguments In support
v () DuesmaDeparmWﬂagreewahm
) Audit conciusions?
) Ifnot.pleauhdlcatespwtﬁcareasof
_ - | disagresment with reagsons for
dugmmntandalaﬂaﬂad’new;es
ofrelovarndocunentsm :
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. Remedial action Taken
’ . WS agras Ferfllizors Ip-1 0 )
e pww neptem | - oy o per Onior e O70373762/00.10 daton
: - &K i ing | Ws. 25 as per r No. 32 ! |
1@ oy oures, Inuding |3 30T considering all the contention raised. in
- R the audit objection end thus a demand of - Ras.
C ' 1,70,88,248/- was craated. Meanwhile, the assesses
| appeatad before the Hon'ble High Court prayed for
interiry stay as per order No. WP(C} 8835/2013 dated
27.03.2013. Stating that there would be stay of
| Tecovery of tax until further orders.
] Recovery of overpayment -
{___ipointed out by audit L
(c) [ Recovery of under . } v -
" ') assassment, short lavy or - -
. |otherdues —— | .-
{d) | and programmes inciuding -

. | financing pattem : .
Review of simiar B S
schema/project in the fight of ' ' .
findings of sample check by - _ o

(e) Audit findings of sampie . , _
. " IBAAC ITTY
. Additions)

. Taxas Cepartment
Govi, Secretarint, Tvpm
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i {a) [ Department COMMERCIAL TAXES
(b} | Subjeci/Title of the Review _ | Short levy of tax due to non-
Paragraph reckoning of turnover for
. agsessmant
(q) Paragraph No. 213.2(2).
(@ | Report No. and Year C&AG Report ended 31,03.2012
] . {&) | Date of receipt of the Draft - 06.05.2013
| ParafReview in the Department :
Date of Depariment’s Reply —_

(b)

M.

Gigt of Pa_ragrapNvaiéw e

- nwasmﬁcedbemanﬁmustzoﬂsaﬁd

December 201t that in 7 offices, the

1 subsidyidiscount received in 10 cases
were not reckoned as tumnover for

assessing to tax for the peried from 06-.
07 to 09-10. This resuited in short levy
of tax of Rs.2.07 crore incluting cess
and interest.

1@

Does the Department agree with the
facts and figures included in the
paragraph?

Yes

by

" not, Please indicaie areas of
disagreement and aiso attach copies
of relevant documents in support-

(a)

Does the Départment agree with the
Audit conclugions?

{b)

if not, please indicate specific aress. of
disagreament with reasong for
disagreement and also attach copies
of relevant documents where.

necessary -
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- Remedial 5¢ton Taken
| | Improvernent in system = 28 Spl.Cle, T
-} (@) and procedures, including T ddr - Am .
Intema controls, The Hon'ble Court in K.K Agencies case in WP (C)

No.8031/08/ dated 3.42008. In this case, the Hon'ble )
High Court had held ihat the: Commissioners ‘Glreutar |
;&mas not.only to the case related '“mto -the .year 2005-08
subsequent years and that if the petitioner produces | -
certificate from the suppiter stating that the Supplier has |
not claimed any deduction I tumiover on’ credit nots
issued {o the dealer with supplier's reglstration number for |
the aasessing authority. Inthe | lant case, the assessee
had obtained and fumishad déc Issuad by the
supplier of cement le.,' Madras Cement . Ltd.  The
dadaraﬁonlshtermsofmo(;m_arﬂc.41m7h§uadby

T tha -Ca""n"f'misﬂoﬁa_r of Commercial Taxes, Trivandrum,

mdecjaionrepnrte;!mwmazs(i(u}c&edby
msmnpanyis_inamamthe_dodariseﬁacﬁng_
first wale of goods within the State. Here in the instant
cage, the assesseo i 8 second seller of cement. ' The
purchase bill and zales bill had been verified and it Is
found that the purchaze value is lass than, the sale value
conceded. . Here the dealer had received a sum of Rs.
56,01,676/- towards discount from the. suppliers. Thus the
purdiase'mofmeqoodshadrpdtmmtrm'muqh
amount which was recelved by the gssesses from the
suppliers. As such, the' purchage éost of ‘cement has
reduced af the hands of the assesses. Thersfore the
objection of the audit party that the assassse had effected
sﬂeatapdngrmmanﬂnmﬂmam.bm

sustainable,

- The ;aﬁosmnt hadlbeen completad by admitting

-the declamation produced by the assesses. This is in

corformity with the decisicn of the Hon'ble High Court and |-
in conformity with the Circular No. 41/07 dated 18.9,2007.
This was aiso incorporated in the KVAT Act 2003 vide
amended proviso to Section 11 (3) of the Act, .

Tha supplisr had issued daclaration to the effect
that & had not avelled input tax i respect of the.discount
allowed to the assessee and that they will not claim any
refund of {ax already paid. Hence thers is no short levy.

87272019,
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(L]

: Reeovary of _ove;paymem

pointed out by audit .

©)

Recovery of under

asséssment, short levy or .

other dues

)

| Modification in the
schemes and programmes {
| including firancing patiem

-

{e)

cases/complete

schemelproject in the light
‘of findings of sample :
check by Audit findinge of |

sample chack by Audit

I /
1SAAG ITTY
Additional Secretary

Taxes Depariment
Gavi. Secrotarial, Yvpm
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i (@ 'Dapanmem com’EEIAL.TAxES
{b} ! SubjectTills of the Rawew Short lavy of tax due to non-
.| Paragraph reckoning of tumover for |
. assessment -
{e} Paragraph No. 2132 {3)
(d) | Report No. and Year CEAG Report ended 31.03. 2012 o
il (@) | Date of receipt of the Draft i 0&05 2013
| Para/Review in the Department :
1 {b) | Date of Daparlment’;s Reply __ i~
W Gist of Pa_ragmp e It was noticed between August 2000 and .
Dacember 2014 that in 7 offices, the
subsidy/discount recetved in 10 cases
were' not reckoned as tumover for
assessing to tax for the pariod from 06 |-
© | 07 to 08-10. This resulted in shoit lewy
Jof tax of Rs.2.07 mreincludlng -
and inferest.
v {a) Doesheﬂemmmacmwﬂhlhe- ' Yes
facts and figures included ifthe
paragraph?
if not, Phasahﬂm ‘areas of
{b) | disegreement and aisa attach coples
.| of relevant documents in support -
v (&) Doesﬂ'leDepamnemagmewiﬂathe
Audit conolusions?
(b} Enot.plemhdeabaspedﬁcmof _
disagresment-with reasons for
disagreement and aiso attach copies
of relévant documerts whars

necessary
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VI Remedlal action Taken
.| Improvement in system . | S 2, _200]
(@) e Honble High Couit tad heid that the

and procedures, including {

internal controls. .

Commisstoner’s - Circular appties .not.only. to the case
mlatedmﬂ!eywznus-oswwbsequqntmrsamm
L if the petitionor ficy frprn the supplier
stating that the suppliér Haé not clalmed: any deduction In

| turnover on credit note jséuadto the: dealar with suppliers

registration number for the assessing authorty. In the

| Instant case, the aszessee had obtained and furnished

declaration issued- by the supplier of cement ie., Madras

| Coment Ltd. The declaration is in terms of the Circutar
.| No. 4407 issted by the Commissioner of Commercial
) Tms. Thlrwananﬂ:apuram

Thede::idonreportedln!ﬁKTRszs(Ker)chedby
the audit party is'in a case where the dealer is effecting
first sals of goods within the State. Hers in the instant
case, the assoases s a second sefler of coment The
purchase bill and sales bil had been verified and it is
found that the purchase value ig less than the sale value
conceded.. Here the dialer Hiad réceived a sum of Re.
27,07 840/- tovrards discount from the suppliers. Thus the
pwmmooatofmegoodshadmduoedtoﬂmtmum
amount which was received by the assessee from the
suppliets. Aa such, the purchase cost of cement has
reduced at the hands of the assessee. Therefore the

L objection of the audit paify That the assessee had effsctsd

adeatapdoe!owerthanmepwd\asepdmlsnol

sustainable.

’ Theaumssmﬂhadbaencomplatedbyadmmm

the deciaration prodiced by the assessee. This is in
with the decision of the Hon'ble High Court and

in conformity with the Circular No. 4107 dated 18.9.2007.

ThhmabohmrporabdinﬂwKVhTMZDﬂ&vide

amended proviso to Section 11 (3) of the Act.

The supplier hal issued declaration to the effect
that i had not aveiled input tax in respect of the discount
allowed to the assessee and that they will not claim any.
refund of tax already paid.

(b}

| Recovery of ovarpayment
- painted out by audit
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{c)

F(acovery of under
asgessment, short levy or
other dues

)

Modification in the -
schemes and programmes

including financing pattem |

(e)

Review of similar
cases/complete
scheme/project in the light
of findings of sample

| check by Audit findings of
"{ sample check by Audit




COMMERCIAL

TAXES

I (a)
{b} | SubjectiTitle of the Review Short levy of tax due to non-
: Paragraph reckoning of tiinover for
assessment
(c) | Paragraph No 213.2(4)
(d) |- Report No. and Year— C&AG Report ended 31, 03 2012
] -(a) | Date of receipt of the Draft 06.05.2013
* i Para/Review in the Department
-1 (b) { Date of Depariment's Riaply -

_'"l .Gsl.clifParagrap ‘It was noticed batwaen August 2009 and
December 2011 that in 7 offices, the
subsidy/discount received in 10 cases
were not reckoned as tumowver for
assessing to tax for the peridd from 08-
07 to 0