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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 presenr the Twenty Fifth
Report on Action Taken by Govemment on the remommendarions contained in
the 63rd Report of the Committee on Public Accounts (2001-2004\

The Committee considered and finalised this Report at the meeting held on
7th June, 2018.

\Th iru vananthapuram,
7th June, 2018.

V. D, SATHEESAN,
Chairman,

Committee on Public Accounts,



REPORT

This Report deals with the Action Taken by the Govemment on dre
recommendations contained in the 63rd Report of the Committee on public
Accounts (2001-2004).

The 63d Report of the Committee on Public Accounts (2001-2004) was
presented to the House on 19 January, 2004. The report contained
l0 recommendations relating to Taxes. Govemment was ad&essed on
5th February 2004 to fumish the Statements of Action Taken on the
recommendations coDtained in the Report and the final reply was received on
28th February 2017.

The Committee examined the statements of Action Taken at its meetings
held on l0-l-2007, I+1U2O09, 22-9-2010 rrLd 31-5-2Q17 and decided ro Dursue
funher action taken on the recommendation on Para 8, 10, ll, 23 and 39 received
from Taxes Department and those are included in Chapoer l.

The Committee decided not to pursue further action taken on the remainhg
recommendations in the light of the replies furnished by Govemment. Sueh
recommendations and Govemment replies are incorporated in Cbapter II of this
Report.

CSAPTER I
RECOMMENDATIONS IN RESPECT OF WHICH ACTION
TAKEN BY GOVERNMENT ARE NOT SATISFACTORY AND

WHICH REQUIRE REITERATION

TAXES DEPARTMENT

Recommeadstion

(Sl. No. 1, Para No. 8)

l.t The Committee notes that due to the stay by High Court, the Sales Tax
Department has not been able to realize the revised tax amount and penalty from
the assessee Larson and Toubro Ltd., even after the lapse of more than 5 years.
There is undue delay in the finalisation of cases relating to realization of taxes.
Government should realize that the delay would lead to heavy loss m public
Exchequer. The Committee recommends that the Taxes Department should
take urgent measures to ensure speedy disposal of cases relating to Tax.

122|2018.



The Commitieg appreciates the initiative taken by the Departrnent in taking up the
matter with the Honourable Chief Justice. The Committee also suggests that the
'setting up.of a separate bench of court for the purpose will be beneficial.

Action Taker
1.2 Strict instructions bave been issued to the concerned officials for the

speedy disposal of pending tax cases.

, For the speedy disposal of disputed cases thmugh settlement, a settlement
Commission has been constituted, consisting of a chairman and two other
members and empower the existing Additional Bench of the Appellate Tribunal at
Ernakulam having the District Judge as Chairman and the member (Departmentat)
and members (Accounts) as other member to function as settlement commlsston
for a period of one year as per G.O.(p)186/04/TD. Dated 24_11_2004.

Furihcr Recommondatiot

1.3 The committee should be informed on the action taken by the

?"0.T"1, for 
.setting up of a separate bench in the High Court for the speedy

disposal of pending tax cases. The Committee also wantid to know whelher anv
representation is given to the Hon. Chief Justice of High Court for this purpose_

Recommendation

(Sl. No. 3, para No. l0)

1.4 The Committee note that various faclors affect revenue collecdon in the State.
The check posts far from tlre border of the Srare provides ideal condition for
unauthorized kansportation of goods from across the border. To prevent lax evasiol in
this way, setting up of check posts at the boder itself is n".".rury. The commiftee also
recornmends that tlrc Government should examine whether more check posts should be
set up to curb illegal hansportation of goods from neighboudng sratei. To curb tax
evasion existing ir\ the transportation sector by means of airluses and tains, tbe
comm$E€ suggests a more vigilant insp€cdon and hild checking at the 6order and also
at different parts of the railivay siations and its premises especially at the time of arrival
of fiains by deputing Tax Officers and other staff for the purpose.

Actioa Taten
1.5 The Check post comminee formed by t}re Departrnent have conductsd a

survey tfuough out the state and examined the requirements of the sales Tax
Check posts in the border area and facilities to improve the ftrnctioning of present
Sales Tax Checkposts on .the basis of the report. Certain new .STCp were



established in .the border areas and computerization of checkposb and
improvement of infrastnrcture are going on. At present the Department has no
access to the.properties c;f Railway. So, prevention of evasion through railway is
practically not possible. Therefore for preventing leackage of revenue tbrough
railway, changes should be made in both cenhal and Stai€ Acts.

. Further Rccommcadation

1.6 The Committee recommended that the Department Should initiate steps
for taking up the matter with Cenfial Govemment to bring necessary amendment
to the Cental Act to prevent the leakage of revenue.

Recommetdatior

(Sl. No. 4. Para No. lI)

1.7 To prevent tax evasion in the field of gold business the Committee
suggests to conduct an indepth study about the issue by officers of the departnent
and to find out ways to prevent tax evasion and to improve tax collection in tbe
Sector.

Action Taken

1.8 A Committee was formed as per Order No. C1-5954201CT dated
l-ll-2003. The above Committee submitted its report on t1-2004 with following
suggestions:

I The present rate of tax on Bullion and Specie may be reducEd to l%-

2 The Compounding rate under Section 7(l) (a) of the Act nay bq reduced to l5@.

3 Various schemes are announced by the dealers lo attract customers for the
purchase of ornaments. Before starting every such scheme the fact has to be
informed to the ,$sessing autlority can watch the montlly returns of the
dealer whether the turnover conceded is in accordance with the sales acnrally
effected. Incorporating such a provision has to be examined because
sometimes the deale$ will argue thar the various schemes have been
announced to boost the sales and it has no connection with the actual sales, it
is only f,or purpose of trad€ promotion.



Bullion has besn included in the IInd Schedule of the KVAT Aact @ lVo .

For the year 2006-0? the compounding rate of gol; under Section 7 (l) of rhe
KVAT Act was fixed at 200%. Consequent on this the tax collection from gold
increased from 2l.21crore during 2005-06 to 92.90 crore.during 200G07 as
detailed below:

In the Finance Act 2007, the compounding facility has been announced for
the year 2007-08 also and the action is being taken to get the top 40 gold dealers
in each disftict to compound and inspections are being conducted to persuade
dealer to compound. As a result of this improvement is expected to prevenr rax
evasion and to improve the collection in the field gold sector in future also.

Further Regommcndation

1.9 The Cornminee opines thar in the business of gold ornaments almost all
the dealen give false bill in the name of estimate instead of actual bili which is a
naked violation of law. The Cornrnittee recommends that stringent departmental
action and legal action should be taken against such violations.

t No. of gold dealers compounded

No. of Top 20 in each District who compounded
--.--
Total collection of compounding of gold during 200G07

< 822

z t l7t

3 t 51.62 Crore

Collection from other gold dealers During 2006_07 t 46.28 Crore

Total (97,90 Crore



(Sl. No.7, Para No. 23)

L10 The Committee notes that the disciplinary action agarnst the officer who

made the incoffect assessmdnt of lws Genlite (P) Ltd., was dropped even though

the appeal on the case was not disposed: The Committee expresses concern at thd

propriety of tlle action of the authorities in dropping the disciplinary action.

Action Taken

l.ll The question involved in the these case is as to whether the grant of
exemption on the tumovcr of ( 18,16,720 supported by the EI & C forms under

Section 6 (2) of the Act is legal and valid.

On scrutiny of the purchase order filed by the assessee it is seen that the

audit objection is not ct rrect. Provision for inspection of goods are before its

despatch and thelefore there is no tErmination of transit before sale, The order

also clearly specifies that transaction should be sale in transit. If there is provision

for inspection after delivery and an option for acceplance or rcjection of goods

after inspection, sales becomes complete only after inspection ?nd acceptance. In

such cases, there is termination of transit before completion of sale and such

transaction will not fall within the ambit of transit sale falling under Section 6(2)

of the CST Act (1956). Here, in this case, there is no such termination of transit

before completion of sale. Therefore, the claim of gxemption allowed appears to

be in order.

Hbwever, as a protective measure,.the assessment was set aside by the

Deputy Commissioner, Ernakulam invoking powers under Section 35 of the

KGST Act 1963 and assessment was revised on 5-12-1998 creating an additional

demand of < 1,93,299. The assessee then filed appeal before the Tribunal and the

Tribunal confirmed the same. Even before disposing of the appeal fil€d by the

assessee, the Department had scrutinised the assessment records meticulously and

dropped the disciplinary action initiated against the assessing authority on the

conclusion that the claim of exemption allowed by the assessing authority was

perfectly in order. The Hon'ble High Court set aside the revised assessment as per

TRC No. 57/2003 dabd 28-2-2003 in the tight of the verdict in the case of
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Shri P. A. George & Company Vs the Assistant Commissioner (Assessment)
(1998) (110 SiC 253) which held that the only requirement for getting exemption
under Section 6(2) of the CST Act is the production of E1 Form obtained from the
seller and C Form from thi: purchaser. In the insaant case, this condition has
already been seftled and { 1,53,268 out of { 1,93,299 has been collected as a

piotective measure. This was the reason for settling the disciplinary action. So it
is clear that the original assessment was in order.

A copy of the judgement in SLP-CC-227NO4 dated, lyt2$04 is enclosed
(Annexure- I).

Furthor Rccommendation

l.l2 The Comrnittee observed that the Special Leave petition was dismissed
by the Hon'ble Supreme Court solely due !o inordinate delay of 217 days in filing
Special lJave Petition. Hence, the Commiftee recommends that strict actioD
should be taken against the officers responsible for this lapse.

Rccommcadstion

(Sl. No. 10, para No. 39)

1,13 The Commitlee observes that there are mary cases of under assossment
and irregularities in assessment resulting in short collectioR of tax. The inlemal
audit wing of the department is also nor vigilant in discharging theii duties.

The Committee urges the Departrnent to take the issue seriously and initiate
steps to ensure that such lapses does not recur. There is also undue delay in
taking disciplinary action against the officers who made the irregular assessment.
Urgent measures are necessary to prevent the erring officers from escaping
punishment.

Action Takctr

1.14 Internal Audit is intended to provide reasonable assurance of proper
enforcement of law, rules and departmental insFuctions. They also help in
preventing of loss of revenue and work for adequate safe guards against evasion of
tax. The duty of the Internal Audit is to check loss of revenue by way of
omission, short levy of tax, excess ffedit wrong application of law and such other
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irregularities and make improvement in the work of assessment and collection

without any blernish. In the case of escapement of tax amounting to ? 5000 or

above special report ls sent to the Commissioner of Commercial Taxes. The

Inspecting Assistant Commissioner (Audit) also furnishes a list of cases involving

tax effect of less than 5000 for taking appropriate action.

The details of disciplinary action tak€n against the delinquent officers is

enclosed (Annexure-Il),

Fu hor Recommendation

l.l5 The Committee opined that since money has been recovered from the

officers responsible for the loss sustained to Govemment, it was evident that the

officers were guilty. In such a situation the exoneration of lhem without imposing

any Department punishment proved to be an unfair act.

CSAPTBR II
RECOrIA/ENDATIONS IN RESPECT OF WHICH THE COMMTIEE

DO NOT DESIRE TO PURSUE FTJRTTIER IN THE LIGHT OF TTIE

REPLIES FT]RNISHED BY GOVERNMENT

TAXES DEPARTMENT

I Recommctrdation

(Sl. No. 2, Para No. 9)

'2.1 
The Committee disagrees with the reply furnished by Government on the

audit objection regarding the under assessment case involving 3 assessees

M/s Chethana Cashew Corpdration, Kollam, M/s Sun Food Corporation, Kollam,

tWs Vijayalekshmi Cashew Corporation, Kollam, under Sa.les Tax Officers,

Special Circle, Kollam. The Committee finds fault with the office for their lapse

in assessing tax amouni correctly also.for their reluctance in admitting it even

when the Audit had specifically pointed out-the irregularity. The Committee

directs the Department to verif] the case. The Committee also urges the

Covemment to evolve a fool proof system to prevent the recurrence of such

irreeularities in future.
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Action Tatcl
2.2 ln order to find out mistake in assessment the sysrem of scrutiny of

ass€ssment orders by controlling officers are made more effective. circura.r
rnstructions were issued to the Inspecting Assistant Commissioner and Deputy
Commissioner to scrutinize assessment orders and forward report to the
Commissioner of Comrnercial Taxes. By this system of scrutiny of assessment
orders, under assessment, irregular grant of exemption etc., causing revenue loss
are being checked. Timely instructions are issued in the form of circurars from
the Commissioner ol Commercial Taxes to enlighten the assessing authorities of
frequent changes in the Act & Rules, Moreover the officers are given in service
trainilg in the Centre for Taxation studies, papparamcode.

Govemment requested concerned authorities to verify the assessment
involving assessees viz, Cheftana Cashew Company, Kollam, M/s Sun Food
Corporation, Kollam and M/s Vijayalekshmi Cashew Company, Kollam. The
details of verification is enclosed as Appendix_I (Annexure_Itr) A proposal to
form additional mobile squads mainly in the border districts and few other districts
having substantial trade volume is under consideration.

Reconureldation

(Sl. No. 5, para No. 12)

2.3 The Committee desires to have an account of the total revenue loss on
account of non collection of sales tax for the past 10 years inctuding details of RR
proceedings initiated to rccover lhe arrears.

ActioD Taten

2.4 The Commirtee on public. Accounts during rhe meeting held on
15-5.2014 requested to furnish a report detailing the cases of RR proce€drngs
pending with authorities concerned. Depanment had filed a detailed report in this
regard and the same was included as Appendix in page No. 350 & 351 oflllth Report (Annexure -IV).

Revenue Recovcry Registers are maintained in each office of the
Commercial Taxes Department and the pending cases are easily identifrable, The
revenue recovery arrear pending list is prepared by carrying over all the pending
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,urears to the next financial year. Those RR arrear pending list is regularly
reconciled with the Revenue Departrnent and that is reviewed at the district level
monthly meeting by the District Collector. As per the RR arrear fendency list
lotal arrear amount pending for recovery before revenue authorities as on
3l-8-2016 is 1 246342.13lakJJ,s. Total amount reported as non collectable by the
District Collector is { 993.29 crores.

Th€ Public Accounts Committee's recommendation pertains to the KGST era
and is r€lated to the period from 1991-92 to 200'1.2004. The present RR pendency

list is a carry overed list which includes those non collecled anears also.

Recommetdatior

. (Sl. No. 6, ParaNo.22)

2.5 The Committee opines that the irregularity in the assessment has resulted
in the incoriect grant of exemption to the rune of { 5.86 takh in the case of
M/s Lilly Foam Industries. The Department has not yet been able to realize the
revised tax amount from the assessee. Immediate measures should be taken to
realiire the amount.

Action Taken

2.6 In the case of M/s Lilly Foam Industries, the RRC has been issued to
the collector., Mumbai city through lhe District Colleetor, Ernakulam for
realization of arears. .The case is being followed up regularly with the collector.

. Recommendation

(Sl. No. 9, Para No. 40)

' 2.7 The Committee learns that a large amount is due from the Shte Farming
Corporation and Plantation Corporation as arrears. The Deparfinent should speed
up action to realize the amount from the assesses.

Action Taken

The State Farming Corporaion

2.8 While campleting the assessment for the year 199G97, the assessing

authority has not considered the amount of replantation expenses for 199G97 Io
the tune of t 33,83,530. The escapement notic€d was set right by issuing revised
order under section 4l(2) of AIT Act and demand so €reated has been

t221t20t8.



recommended for revenue recovery as per order No. RRC/ZuO1_O2 dated,
21-3-2002 for ? 23,64,242 (including interest of < t,A+,eti7. covernment
ordered vide G.O.(RI.) No.2lUo4lAD. Dated, |-Z_Z}O4 that the arears of AIT&om the State Fami4g Cofporarion of Kerala for the period f.o. fSSZ_S:,o
1997-98 amounting io t.29,60,61599 *ill le convertea iito equity.

plattation Corporation
The IAC (Spl),. Ernakulam has revibed the assessment in respect oflWs Plantation Corporation for the year 1997_9g under section 4i(l) of rhe AITAct as per order dated,27-VZO0| by fixing a net loss of ( 5,93,93,643. 1.-hus the

net loss for the year 1997-9g has been reduced to < 5,93,93,.643 as. against a net
loss of i 6,25,98,960. Since the original and revised assessment for the year
1997-98 have been completed by fixing net loss, there is no demand of atT.

Rccomhendation

(Sl. No. le para No. 4l)
2.9 Regarding the collection of plantation & Agriculture taxes, the

comrnittee opinei that imposing of both on smalr scale farmers puts additional
bu(den on them. The Comminee therefore suggests to explore thJ f-easibility ofdiscontinuing either AIT or plantation tax in respect of small scale farmers who
are desrined to pay both at present.

Actlon Taten

2.10 Sub Section l0 of section 13 of the Agdcultural Income l,ax Act l99l
provided that not withstanding anything contained in the Kerala plantation Tax
Act 1960 any person who is permitted. to pay tax in accordance with the provisions
of this section shall be exeinpted from payment of plantation tax under the prwisions of
the said Act dudng the period of such permission. provisions stilr contlnues.

Thiruvananthapuram,
7th June, 2018.

V. D. SATHEESAN,
Chaitman,

Committee on Public Accoults.
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APPENDD(

Summary of main conclusions/Recommendations

sl.
No.

Para No. Dgpartment
Concerned

Conclusion/Recommendations

I t.3 Taxes
Department

The committee should be informed on the
action taken by the Department for setting
up of a sepa.rate bench in the High Court for
the speedy disposal of pending tax cases.
The Committee also wants to know whether
.any representation is given to the Hon. Chief
Justice of Iligh Court for this purpose.

2 1.6 'Taxes

Department
The Committee recomrnends that the
Department should initiate steps for taking
up tie matter witb Central Govemmenr to
bring necessary amendment to the Cdntral
Act to prevent the leakage of revenue-

3 1.9 Taxes
Department

The Committee opined that in the business
of gold omaments almost all the dealers sive
false bill in the name of estimate insteai of
actual bill which is a naked violation of law'
The Committee recommends that stringent
dapartmental action and legal action should
be taken against such violations.

4 1.12 Taxes
Departrnent

The Commitiee observes that the Snecial
Leave Petition was dismissed by the Hon'ble
Supreme Cout solely due to inordinate
delay of 277 days in filing Special kave
Peqition. Hence, the Committee recommends
that strict action should be taken against the
officers responsible for this lapse.

5 1.15 Taxes
Department

The Committee opines that since money has
been recoyered from the officers responsible
for the loss sustained to Government, it was
evident that the officers were guilty. In such
a situation the exoneration of them without
imposing any Department punishment
proved to be an unfah act.
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Annexure II

Rr:ad: -

In tlre (iovernmerlt Orde. read as ist Paper abole, dlsclPlt'}l:'rt'
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1li*misspd his review pclition daled Io 6.2003. Sti Raman J3!rxr'(lh j'{r'

i:i("n ii vJl- ic) No, 1992/2OO'1/li witr a praver to quash the:rbo!' 
'ii''

il'r .8ein filed a Revie.w Pctilion tlr Gcl'el rin€lti on 29.1f, 200(i rcrlr'tc*Li:'i

!r: i -'{i-:ir.ft|1(' him anc 1.o .iancel the purrishment .Ile tetjreC crr 30 _' 
'lClfi
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i;.pcr i{D(,!e icP)ra.ecl tliat ;rr' r\ni:':-D JarArdllel):'n 1'hlt ''t'r: ''r' ':

l,r.:i+irirrg Assista;rr Corrrrnission('r isPeclsl Circlc), Err:akrtiinl '" '

II
I

2
3
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