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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 Fourth Report
on paragraphs relating to Taxes Department contained in the Report of the
Comptroller and Auditor General of India for the year ended 31st March,
2011 (Revenue Receipts).

The Report of the Comptroller and Auditor General of India for the year
ended 31st March, 2011 (Revenue Receipts) was laid on the Table of the House on
6th March, 2012,

The Committee considered and finalised this Report at the meeting held on
8th February, 2017,

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

V. D. SATHEESAN,

Thiruvananthapuram, Chairman,
8th March, 2017. Committee on Public Accounts.




REPORT
TAXES DEPARTMENT
AUDIT PARAGRAPH
Foreign liquor
Incorrect computation of tax:

Section 7 of the KGST Act, 1963, as substituted by the Kerala Finance Act,
2006 provides that any bar attached hotei, not being a star hotel of and above three
star hotelheritage hotel etc., may at its option, instead of paying turnover tax
foreign liquor in accordance with the provisions of section 5 (2), pay turnover tax
calculated.

* at 10 per cent of 140 per cent of the purchase value of such liquor in the
case of those hotels situated in municipality, corporation etc and 135 per
cent of the purchase value in other places; or

* 115 per cent of the highest tumover tax payable by it as conceded in the
Teturn or accounts or the turnover tax paid for any of the consecutive three
years, whichever is higher.

We test checked the assessment records of dealers in foreign liquor who
opted for payment of tax under Section 7 for the years hetween 2006-2007 and
2009-2010 and noticed that the amount of compounded tax worked out and
remitted was not in accordance with the provision of the Act. The incorrect
computation resulted in short levy of turnover tax of ¥ 2.37 crore in 44 cases in
10 CTOs."

We observed that the short remittance was due to the omission on the part of
the assessing authorities in computing the amount of tax due.

The Government may amend the KVATIS software so that IMFL dealers
file the returns along with purchase statements electromically and the
Department may issue necessary instructions to the AAs to complete the
assessments promptly at the end of each year.

*  Special circle I & 11 Emnakulam, Special circles Kollam, Kattayam, Malappuram, CTOs
Angamaly, Chalakuddy, Changanassery, Nedumangad and TG II circle Mattancherry,




Internal Conirol

Internal Control is an integral process by which an organization govers its
activities effectively to achieve its objectives. Internal control is effected mainly
through internal audit and proper maintenance of registers. Previously, there was a
separate audit wing in the Department. But, consequent to the introduction of
KVAT Act, 2003 with effect from 1st April 2005, the internal audit wing was not
functioning. Maintenance of registers is an essential factor to have an internal
control on the functioning of an office. However, no separate registers were
prescribed/maintained to watch the details of dealers who had opted for payment of
tax under the compounding scheme.

Conclusion

« The omission/defects pointed out were mainly due to the non-adherence
of the provisions of the Act and Rules.

« As far as jewellery is concerned, the loss sustained was due to the lack of
scientific norm in fixing the compounded rate that factors hike in gold
price and increase in volume.

General Recommendations

We recommend that the Government may consider implementing the
following recommendation for rectifying the system and compliance deficiencies:

+  review of works contract compounding by a seniot/supervisory officer;

»  prescribe proper registers or implement IT systers to waich the details of
deaters who have opted for payment of tax under the compounding
scheme to have an effective internal control; and

«  conduct periodic inspection of metal crusher units to ascertain the mimber
of units in the possession of the assessee from time to time.

[Audit Paragraphs 2.11.2010 to 2.11.2013 contained in the Report of CRAG
of India for the year ended 31st March 2011 (Revenue Receipts)]

Notes furnished by Governmient on the above audit paragraphs are included
as Appendix IL
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Regarding the audit paragraph 'Incorrect computation of tax’, the Committee
was informed that tax due had been collected in respect of Hotel Golda, Hotel Lake
View, Arpitha Tourist Home, Breeze International, Hotel President, Mundadans
Royal Inn, Rachana Tourist Home and Hotel Sabrina.

When informed that the amount due from Hotel Xaviers, Hotel Karthika,
Quality Hotels (P) Ltd, Hotel Prestige, Hotel Pushpak, MKR Enterprises etc.,
could not be realized since the cases were either under stay or under RR
proceedings, the Committee directed the Taxes Department to take effective
measures to realise the amount at the earliest,

3. Regarding Hotel Surya, the Commissioner of Commercial Taxes admitted
that there was a mistake in assessment because the opening stock was excluded
from assessment. Direction had been given to re-assess the tax including the
opening stock also.

4. Regarding the case of M/s Elite Tourist Home, an official from the Office
of Accountant General informed that the department’s contention that tax should be
calculated on the basis of the turnover conceded in the retums was not acceptable.
He brought inte the notice of the Committee that if tax was paid, subsequently on
the assessment completed as per the crime file, it would also be considered as tax
paid and the compounding fee for the subsequent year should be calculated on the
basis of total tax paid or payable, The Commissioner of Commercial Taxes
submitted that it was assessed on the basis of accounts or retwns disclosed, but the
department had revised it subsequently. The Joint Commissioner, Commissionerate
of Commercial Taxes submitted that, the conceded tax was calculated as
X 18.31 lakh; but the Audit assessed tax as ¥ 19 lakh by taking two times of the
suppression shown in crime file. The Joint Commissioner, CCT accepted the
Andit’s point of view but disagreed with the amount pointed out as short levy.
He claimed that considering the modified assessment of 2006-2007, it could be
calculated as ¥ 1.56 lakh. The Committee accepted the explanation and urged the
Taxes Department to realize the balance amount,

With regard to Hotel Amrth, Thoppumpady, the Commissioner of
Commercial Taxes apprised that the amount due for the year 2008-2009 had been
collected and the amount due for two years had been pending. When the
Committee enquired the reason for the variation of X 2 lakh between the figures




pointed out by Audit and that of department, the witness informed that the original
demand of ¥ 46.82 lakh was later modified to ¥ 38,12 lakh by DC (Appeal).

Concdlusion/Recommendation

6. The Committee directs the Taxes Department to take effective measures to
realize the amount due from Hotel Xaviers, Hotel Karthika, Quality Hotel (P) Ltd.,
Hotel Prestige, Hotel Pushpak, MKR enterprises etc.

7. The Cominittee directs the Taxes Departmment to re-assess the tax of Hotel
Surya after including the opening stock which was excluded from assessment.

8. The Committee wants the Taxes Department to realise the balance amount
due from M/s Elite Tourist Home as per the modified assessment.

AUDIT PARAGRAPH
"Utilisation of declaration forms in inter-state trade"

The Central Sales Tax Act (CST Act), 1956 and the rules framed thereunder
provide for concessional rate of tax in respect of inter-state sales of goods and
exemption from tax in respect of branch transfers and export sales.
These concessions/exemptions are subject to furnishing of declarations in the
prescribed forms viz. 'C’, 'F" and 'E-VIT' etc. Failure to furnish the declarations or
submission of defective or incomplete declaration forms will make the transactions
liabie to tax as applicable to sale in the appropriate State.

We conducted a review onr Utilisation of declaration forms in inter-state ade
to check the genuineness of the claims for exemptions/concessions based on these
forms. We found various irregularities as mentioned below:

Highlights
* Cross verification of C Form declarations revealed purchase effected

through bogus forms, understatement of purchase etc. amounting to
T 1.25 crore with a tax effect of X 43.41 lakh.

. CmcessimalxatewmaﬂéwedforhﬂerStatesaleMoutpmducﬁonof
C forms, tax effect of which worked out to  92.91 aore,




*  Exemption was allowed for Inter State transfer without production of F forms
which resulted in short levy of tax T 123,38 crore.

*  Concession was allowed on defective C forms which resulted in short levy of tax of
¥ 109.55 aore,

* Exemption was allowed on defective F forms involving tax effect of
X 1513 gore.

Introduction
The Central Sales Tax Act, 1956, (CST Act) governs the levy and collection of tax
on inter-state transactions. Section 8 and Section 6 A of the Act provide for certain
concessions/exemptions o promote trade through registered dealers and to avoid cost
escalation of goods to the ultimate purchaser. It is the responsibility of the Commercial
Tax Department t0 ensure that the concession/exemption is not misutilised by fraudulent
transactions.

Under the provisions of the CST Act, every dealer, who in the course of inter-
state trade or comimerce, sells to a registered dealer, goods of the classes, specified in the
certificate of registration of the purchasing dealer, shall be liable to pay tax at the
concessional rate of three per cent from 1st April 2007 and two per cent with effect from

IstJuneZOOBOfsmhnmmverpmdedsmhsalesamwpponedbydedamnons
in form 'C",

Under Section 6 A of CST (Amendment) Act 1972, transfer of goods not by reason
of sales by a registered dealer to any other place of his business outside the State or to his
agent or principal in other States is exempt from tax on production of declaration in form
¥, duly filled in and signed by the principal officer of the other place of business or his
agent or principal as the case may be, along with evidence of despatch of such goods.

The Empowered Committee of State Finance Ministers (EC) has introduced a
website calied Tax Information Exchange System (TINXSYS) which acts as repository
of interstate transaction taking place between various States and Union Temitories.
TINXSYS is a centralised exchange of data related to transactions in respect of all
inter-state dealers spread across the various States and Union temitories of India. The
website was designed to help the Commercial Tax Departments of various States and
Uinion Territories to effectively monitor the inter-state trade.




The State of Kerala had evolved a new system, Kerala Value Added Tax
Information System {(KVATIS) which is a full fladged information system software that
enables the awtomation of various functions of the Department KVATIS has introduced
downloading of statatory forms indluding C/F form from January 2010 and dealers are
not permitted to use manual declaration form from thar date. The introduction of
e-forms has practically eliminated all the drawbacks in the manual system where the
dealers had to obtain blank fonmns in advance from the Department and furnish utilisation
certificate for the used form.

We appreciate the inroduction of e-form which is simple, transparent and managed
automatically to TINXSYS on a daily basis. The genuineness of the e-forms can be
checked through the commercial taxes website and TINXSYS.

o ssational N

The Department of Commercial Taxes which administers the levy and collection of
tax under the KVAT Act 2003, the KGST Act 1963 and CST Act, 1956 is headed by the
Commissioner of Commercial Taxes who finctions with the assistance of Joint
Assessment, levy and collection of tax is done by Assistant Commissioners (Assessment)
and Commercial Tax Officers.

Audit Obiecti
The review aims io ascertain whether:

= There exists a foolproof system for custody and issue of the declaration forms;

=  Exemption/concession of tax granted by the assessing authorities was supported

by the original declaration forms; _

*  There is a system for ascertaining genuineness of the forms for preventing

evasion of tax;

«  There is a system of uploading the particulars in the TINXSYS website and the

data available there is utilised for verifying the comectness of the forms;

»  Appropriate steps are taken on receipt and detection of fake, invalid and

defective (without proper or insufficient details) forms; and

=  There exists an effeciive and adequate internal control mechanism.




Scope and methodology of audit

* The review covered all the commercial tax units audited between
November 2010 and January 2011, covering assessments completed
doring the period from 2007-2008 to 2009-2010, where
exemptions/concessions were granted under the CST Act. Cases
noticed during regular audit of other units during the current audit
cycle were also included,

*  The details of C/F forms issued by the dealers in the State in favour of
dealers outside the State for effecting inter-state purchases were
collected from the selling State by the concerned Accountant General's
office and those details were cross verified by us with respect to the
counter foils and utilisation registers of the respective assessees in the
State,

Acknowledgement

Weaclumledgeﬂlemopmﬁonenm&dbymeCmnmetdalThxDepamm
for providing necessary information and records for review. We held an entry conference
on 24th January, 2011 with the Secretary to the Government and Commissioner of
Conmlaﬁalﬁxeswhmem&:escopemdmdm:hgymdiwasaqﬂahmd%hddm
exist oonference on 31st October, 2011 with the Additional Secretary to the Government
andhaveimmdedﬂleirmspmwgivmchﬂngﬂmCmfaencealﬂmoﬂm occasions,

Trend of reveniue under CST

Thebudgamﬁmatedmdacmalmalisaﬁonofmumcm&bﬂhxﬁur
the period from 2006-2007 to 2007-2011 are mentioned below:

(X in croves)
Year efﬁ‘;‘;g‘:;s r’:f:}“'l e‘;irel::(gl)!f Percentage of

eI shortfall(-) variation
2006-2007 | 443.00 339.66 (-)103.34 (-} 23.33
2007-2008 | 569.25 1016.21 (+) 446.96 {(+) 78.52
2008-2009 353.22 425,38 (+)72.16 (+) 20.43
2009-2010 174.60 292,94 (+) 118.34 (+)67.78
2010-2011 164.00 31042 (+) 146.42 (+) 89,28




It may be seen from the above table that the actual realisation of revenue was mote than
the budget estimates except in 2006-2007. Further, the percentage of excess was more than
two-thirds (67 per cent) of the budget estimates in three out of the five years, the reasons for
which were not furnished by the Department.

AUDIT FINDINGS

System deficiencies
Printing and issue of dedaration forms _

FurhnerstmeummcﬁomuﬁmDecenbeIZOOQpﬂrmdddamﬁmfmwaeissued
to dealers and for transactions thereafter electronic forms are issued. Even after December
2009, printed forms wem issued for transactions pertaining to earlier periods. The Joint
Commissioner, under the supervision of the Commissioner of Commercial Taxes, was
responsible for distribution of manual forms which was printed at the Kerala Books and
Publication Society (KBPS) (A Govermnment Autonomous Body) as per order and kept at their
custody. The required number of forms were allotted to the Deputy Commissioners at the
district level based on their requisition who in tum were required to collect jt from KBPS and
distribute them to the Assistant Commissioners as per their indent.

Cross check of records relating to printing and issue of declaration forms available at the
Cornmissionerate and KBPS for the period from April 2005 to hune 2011 revealed the
following discrepancies which proves that the printing and issue of declaration forms was not
properly monitored at the Commissioneraie level:

*  The closing balance of C Form books available as per the stock register maintained

in KBPS as on 18th June, 2011 was 6,870. The balance as per the register

maintained in the Commissionerate on the above date was 13,950, The excess of
7,080 books at the Commissicnerate occurred due to the following reasons.

» Issue of 11,130 C forms books as per 21 sanctions granted between August
2007 and June 2011 were not entered in the stock register maintained at
Commissionerate. On two occasions, the entry in the registers at the
Commissionerate and KBPS differed by 200 and 100 books, Between October
2008 and February 2011 three DCs did not lift the allotted C forms books
aggregating 2,100 from KBPS and four DCs lifted lesser number of books




(aggregate 2,250) than that allotted. No reconciliation/physical verification was seen
to have been conducted If (proper) reconciliaion/physical verification was
conducted, the above defects could have been detected,

Utilisation of dedaration

Consequent to introduction of VAT, the Central Sales Tax (Registration and Tirnover)
Rules, 1957 was amended to fix a time limit of three months (after end of the period to which
the declaration or the certificate relates) for fumishing the dedlarations in Forms C and F along
with the retums. Under the KVAT Rules as amended from 24th April, 2007, dealers are
required to furmish along with the annual retum, a statement on details of statutory forms issued
during the retun period.

We observed the following deficiencies in enforcing the above provisions and
confirming the genuineness of the transactions covered by these forms:

Though assessing awthorities have been directed to assess the turnover in cases of
non-submission of declaration forms, cases of non submission forms even after one
to three years and allowing exemptions/concessions without their production was
noticed in most cases. Some high value cases noticed are featmwed in the compliance
deficiencies portion of the review.

Utilisation statements of the declaration forms were not found in the file produced to
us, though audit was condudted one to two years, after the end of the assessment
year. This indicated that there was no system to prompily verify utilisation certificate
at the time of scrutiny of reurns/conducting tax audits.

The Department has not issued guidelines prescribing a check list of points to be
scrutinised (such as whether the date from which the registration entered is valid,
date of issue, name and address of the seller with the name of State, purchase order
mnnberanddate,Wofgoodspn&asedetc.am_menﬁmed}pﬁorm

acceptance of the declaration forms.

317/.2017

Gmntofmpﬁmbasedonhmmpletefmmswasmﬁcedmdafewhighvalue
cases are incorporated in the review,
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* The Department has not implemented a systermn to verify declaration forms
submitted by the dealers with the database available in the TINXSY'S website before
dliowing exemption/concession of tax. ¢

*  The Department has not installed a regular system of picking up a sample of
declaration forms and taking them up for funther verification with the concemed
states; and

. Nomgﬂarmedianisnhasbempmsaibedfornwnﬁmingformssemmoﬂwrstatm
and forms received from other states for verification.

Enforcement measures

Branch of the Enforcement Wing of the Department deals with investigation
of interstate transactions. .

'We noticed the following deficiencies in the enforcement mechanism:

*  There was no mechanism to report to the concerned authority, details of
declaration in forms 'C' and 'F' found lost, destroyed, stolen etc. or
defective forms noticed and to take necessary action to declare such forms
as invalid by giving wide publicity through issue of notification or
circulars to all divisions etc.

*  There was no mechanism to notify cases of bogus or non-existent dealers
detected by the Department and to intimate it to other State Governments
for publication in their gazettes.

* There was no system of blacklisting dealers who have been found
utilising invalid/fake declaration forms in the past and to circulate their
names among various units and to alert other States. There was no system
to monitor such dealers regularly to watch further mischief and to levy
maximum penalty in case of repeated default.

*  The Department did not maintain a data bank on forms declared invalid or
dealers found to be fictitious or whose registration certificates were
cancelled within and outside the State.
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* The Department did not maintain a sample of the colour, design and
format of the forms prevailing in different States for comparison in order
to identify the fake or forged declaration forms,

[Audit paragraph 2.12.8 and 2.12.9 contained in the Report of C&AG of
India for the year ended 31st March 2011 (RR).]

Notes fumished by Government on the above audit paragraph are included ag
Appendix IL

To a query, the Commissioner of Commercial Taxes submitted that,
on physical verification of records at Commissionerate, shortage of
5600 C-Forms was detected. He continued that only after the verification of stock
registers maintained at district level offices, the exact position could be realised,
He also informed that from 2010 January onwards, the department had made
online downloading of C-Forms mandatory and developed a centralized system of
issuing statutory forms online, He hoped that this will resolve the issues regarding
the statutory forms. The Committee directed the Taxes Department to take urgent
Steps to conduct periodical reconciliation of stock register at the Commissionorate
and district level offices.

10. Regarding the audit paragraph, the CCT submitted that online submission
facility was introduced with the help of TINXSYS, a centralized data base of
statutory forms issued by different States and now the submissions were
cross-checked and verified on the spot,

11. The Commissioner of Comnmercial Taxes submitted that the supply of
forms had been made online since 2010 and the audit observation was of prior
period, The Committee was informed that the department had no automatic
verification control of the software and in the current setup, forms would not
generate if regiswration was cancelled or not renewed. In this regard, the CCT
deposed that in such cases check post alerts were being given and goods were not
allowed to pass through check posts. He added that renewal would be allowed only
after a grace time of one month.

12. The Committee directed the department to take necessary steps to
publish the details of assessees whose registration got cancelled.
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Conclusion/Recommendation

13. The Committee directs the Taxes Department 10 take urgent steps to
conduct periodical reconciliation of stock repister at the Commissionerate and
district level offices. '

14. The Committee recommends that the Taxes Department should take
necessary steps to publish the details of assessees whose registation gets
cancelled.

AUDIT PARAGRAPH

Compliance deficiencies

Results of cross verification of declaration forms
Resuits of verification received from other states

We collected and forwarded details of 436 C forms and 229 F forms and
we received result of verification of 264 C forms from 13 states and 111 F
forms from five states. From cross verification results we received
confirmation that three C forms issued from Maharashtra were fake. The
turnover covered by the above forms was X 32.57 lakh. Similarly inter-state sale
value of two C form received from two states* were understated by X 92.58 lakh. When
we pointed out this, X 13.14 lakh was realised at Special Circle, Trivandrumn in respect of
an assessee. We also observed that sales effected under the cover of three C forms from a
dealer from Tamilnadu amounting to X 53,64 lakh was not accounied by the purchasing
dealer, Short levy of tax on the above account worked out to T 43.41 lakh including
interest and penalty.
Concession allowed without production of C forms

T?ECSTAasﬁmlates&atevexydealenudmmﬂmcmmofm-Smalradeor
cmmmmﬂsmamgistaeddeahngoodsofﬂiedasses,spedﬁedmﬂmmﬁﬁcmeof
mgisraﬁmofmepurdlasmgdeakr,shaﬂbehablempaymmmeomoessionalmeof
mmepercentforﬂ‘epeliodm—ZO()Bandmopa'mntfurﬂleperind 2008-2009
onwards of such tumover provided such sales are supported by declarations in form ‘C.

* Gujarat and Jammu and Kashmir
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AsperRﬂeumofCSF(R&T}Rulﬁ(Ammded),OFfonmsmﬂbepmdmethfme
ﬂleAAinmequanerfollowingmequana‘inwhkhﬂ)emsacﬁonhasommd

We verified CST assessment filed in the Slme,andobservedthatooncesaaﬁlrde
fm’unerstaﬁesalewasaﬂwedwmanOfCFonm In respect of 17 offices®
mpecmdweobsmed&HmcaseofGOasesseE&MSalesumwveramnmngw .
f%&mwm&dmmmmondmofmwﬂmmpnﬂMmofcm
Shmtlevyoftaxmmlsmgazdwoﬁmdmuto T 92.91 grore including interest and penalty.

MEnweponnedﬁnsouLﬂlemnmmmspedoflaassesseesmsevem
assessn'ﬂumrcleswererevwedandanaddlﬁomldemalﬂof ? 13.69 crore created.
Replymbalancecaseshasmtbemmcewed.

Audit paragraphs 2.12.10 and 2.12.2011 contained in the Report of C&AG of
India for the year ended 31st March 2011 (Revenue Receipts)

NotesﬁmishedbyGovemmmtmmeabweaudhpamgmphsaremcmdedas
Appendix I

15. To a query regarding the audit objection raised in the case of
M/s Treads Direct, Palakkad, the Commissioner of Commercial Taxes submitted
that a confirmation letter from the AA, Aurangabad had heen received.
The C-Form from Tamilnadu had been verified through TINXSYS and the sale
statement in Form 52 had been accounted.

16. When the Commitiee asked the details regarding the audit paragraph
about M/s. Associated Cashew Industries, the Joint Commissioner, CCT deposed
that the dealer had specified the value of goods in C-Form as ¥ 19,94,640 by
mlstake mstead of T 19,44,640 and it was recuﬁed subsequently

* Speﬂal Circles Alappuzha, Aluva, E.mahllaml Kasargod, Kollam, Kottayam, Kazhlkode o
Mattanchery, Thrissut, CTO 1 Circle Palakkad, Perumbavoor, CTO II Circles, Palakkad
Kalamassery, Kotiayam, CTO v Circle’ Emakulam, CTC V Circle Kozhikode,
Aftingal.

+ Special Circle Ernakulam 111, Karram Kottayam Palakkad, Thrisswr, CTC I Circle

: Palakkad, Kottayam.
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17. When the Committee wanted to know the present position in the case
of Carborundum Chemicals Ltd., the CCT submitted that the balance amount
has been pending under RR proceedings and the amount could be recovered
only after liquidation of the company.

18. The Committee was informed that the short levied amount was
completely recovered from the dealers like M/s Western Marketing Associates,
M/s Godrej and Boyce Manufacturing, M/s Lajapathy Packers, M/s Philip
Carbon Block, Indo-German Carbon (P) Lid. (2007-2008), M/s Dynamic
Techno Medicals (P) Ltd., M/s Veekesy Polymers, M/s Asian Timber Industries
and M/s Peekeyvee Timbers.

19. The cases of Mar Dec R. K. Latex, M/s Ultra Tiles (P) Ltd. and
M/s Age Industries (P) Ltd. were stayed by High Court until further orders. The
Appellate Authority stayed action in the case of Indo-German Carbon (P) Lid.
(2008-2009). The CCT also stated that the case of M/s Hindustan News Print
was set aside by High Court and fresh disposal has been pending before AA
and appeal has been pending in the case of M/s Sanitary Equipment Stores.

20. Regarding the case of State Trading Corporation, the witness, CCT
informed that the High court of Kerala directed the department to file the case
before the High Court of Karnataka since STCs registered office was located in
Bangalore and the case has been pending before the Karnataka High Court.

21. To a query, the witness replied that no dues remained in the cases of

M/s Web Cot (2007-2008 & 2008-2009), M/s Transformers and Electricals

" Kerala Ltd., TMS Leathers and M/s Green Land Timbers, as the dealers were
produced C-Forms for all transaciions.

22. He brought into the notice of the Committee that Revenue Recovery
Proceedings were initiated in the case of M/s Haripriya Traders, M/s Cable
Point, M/s Meenachil Rubber Marketing and processing Co-operative Society
Ltd., Pala and M/s Pyarilal Agro and Exports Ltd.

23. He also informed that directions were issued to recover the balance
amount pending to be realised in respect of M/s Best Wood Traders,
M/s State Trading Corporation and Chathankulam Saw Mill.
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24. With regard the case of Kerala Electrical and Allied Engineering
Ltd. which sold material for electrical signal to the Integral Coach Factory,
Perumbavoor, the CCT admitted that AG's observation was correct, sirice the
trade being interstate, the concessional rate was not applicable. He informed
that direction would be given to submit all documents for fe-assessment.

Condusion/Recommendation
25. The Committee directs the Taxes Department to recover the balance
anmnuduefrmansBestWoodﬁadms,MfsStaten'admngporaﬁnnand
ChadlanlmlamSawMillandmhmitarqmﬂregardingﬂis.
26. The Committee observes that the concessional rate permitied in the case
of Kerala Electrical and Allied Engineering Ltd. was incorrect, as it was a case of

interstate trade. It urges the Taxes Department to furnish the details of re-
assessment and the present status of the case to it at the earliest,

. AUDIT PARAGRAPH
Exemption allowed without production of F forms

Section 6A of the CST (Amendment) Act, 1972, provides that transfer of goods
not by reason of sales by a registered dealer to any other place of his business outside
the State or to his agent or principal in other States is exempt from tax on production of
declaration in form T, duly filled in and signed by the principal officer of the other
placeofbushessurhisagmorpﬁmipalasﬂmecasemybe,a]ongwiﬂlevidmoeof
despatch of such goods which shall be produced before the AA.

We verified CST assessment files in respect of 15 offices* in the States, and
observed that in case of 53 assessees, interstate transfer of goods amounting to
X 799 crore was exempted without production of F forms. Short levy in this regard
worked outto X 123.38 crore including interest and penalty.
= Special Circle Alwa, Bkl 1 & I, Matmncheny, Kosyeam, Kallam, Thrisos, CTO 1 Cinioe

Emalmlam, Kalsmassery, Palaldad, Kottayam, CTO M Cide Pmakdam, Tirissor, Kollam,

CTO IV Circle Emaladam,
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meepohuedﬁﬁsmmﬁwassessmentshmspeaofﬂmeassesseesmﬂme*
assessment circles were revised and an additional demand of X 10.56 lakh created. Reply
.in balarice cases has not been received.

Audit paragraph 2.12.12 contained in the Report of C&AG of India for the
year ended 31 Marth, 2011 (Revenue Receipts).

NaesﬁmﬁshedbyGovemmentmtheahmealﬂitparagmphisindmiedas
Appendix TT. :

27. Regarding the audit paragraph, the Committee was informed that the
amount due was collected completely in the cases of M/s Western Marketing
Associates and M/s Iris Computers. The witness, CCT added that collection was
" pending in case of Philips Carbon Black, M/s MRF Ltd. (2007-2008) and M/s Hilti
India Pvt. Lid. The Committee urged the Taxes Department to realise the amount
in respect of which collection was not stayed by any authorities at the earliest,

28. The Committee was informed that the cases of M/s Supreme Industries Ltd.,
M/s Johnson and Johnson Ltd., Bharathi Airtel Ltd., M/s Panasonic Sales and
Services (P) Ltd, M/s Berger Paints, M/s Philips Electronics India Ltd.,
M/s MRF Lid. (2006-2007), M/s Emerson Network Power India (P} Ltd. and M/s
Axis Bank Ltd. were stayed either by High Court or some other authority.

29, Regarding the audit observation, the CCT submitted that the case of
M/s Dishnet Wireless Ltd. was an interstate transfer and as it was not an interstate
sale, submitting F forms was not necessary.

30, The Committee observed that considerable amount was pending to be
collected from M/s Axis Bank Ltd. and enquired the present position of the case.
The CCT submitted that the case was stayed by High Court. The assessee had
remitted a part of X 14.78 lakh and F form was misplaced and could not be
traced out.

31. To a query regarding collection, the Joint Commissioner, CCT submitted
that out of the total assessment of T 780 crore, less than X 10 crore only could be
collected so far and he continued thai, major amount was stayed either by
Appellate Authority or by High Cotrt but Government had not stayed any case.

32. In this regard an official from the Office of the Accountant General
informed that such discrepancies could be avoided if declaration should be made

* Special Circle Kollam, Palakkad, Thrissur.
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mandatory for concession or exemption. The Committee decided to recommend
that rules should be made stringent, so that the discretion of the AA to grant
extension should be limited to a maximum of one month.

33. The Committee directed the Taxes Department to take strenuous effort to
dispose the pending cases either through adalaths or some other ways in a time
bound manner.

Condusion/Recommendation
34, The Committee finds that the collection is pedding in case of Philips Carbon

Black, M/s MRF Ltd. and M/s Hilti India Pvt Ltd. and it directs the Taxes Department
to realise the amount at the earfiest,

- 35, The Committee remarks that the discrepancies in Tax Collection can be
avoided if dedaration be made mandatory for concession or exemption and
recommends that Taxes Department should fake necessary steps to make stringent
measures regarding tax collection wunder which the discretion of the AA to grant
extension should be limited to a maximum of one month,

36. The Committee directs the Taxes Department to take effective measures to dispose
the pending cases either through adataths or some other ways in a time bound manner.
AUDIT PARAGRAPH ' '
Concession allowed on defective C forms

Section 8 (1} (b) of the SCT Adt, 1956 as it siood during the relevant period stipulates
that turnover of interstate sale of goods to registered dealers other than Government where the
rate of which under the State Act is more than four per cent would attract tax at the rate of four
per cent only. Section 8 (4) (a) of the Act read with Rule 12 (1) of the CST (R&T)
Rules, 1357 states that in order to prove that the transaction would fall under Section 8 (1) (b)
the dealer is required to file declarations in Form C duly filled and signed by the authorised
officer of the Govermnmenvfregistered dealer. Declarations not duly filled and signed and not
contzining the particulars are required to be treated as defective, The Hon'ble High Court of
Kerala* had ruled that in order to avail the reduced rate of tax under Section (8) (1) (a) (b) the
declaration produced should be in original.

* 18 KTR 138
317/2017.
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We verified the CST assessments completed between February and December
2010 in respect of three assesses in Speciat Circle Il Emakulam and observed that the AA
acceptedCansmwhimﬁgmeswmerasedmdmwﬁnenMﬂmutmﬂwﬁsaﬁnmbﬂ]s
covered were not authenticated, and purchases effected before the date of registration etc.
were covered. Total interstate sale of goods amounting to X 160,62 crore was allowed
concession on such defective declaration. The short levy of tax in this regard worked out
o ¥ 109.55 crore including interest and penalty.

Exemption allowed on defective F forms.

Section 6A of CST {Amendment} Act 1972, provides that transfer of goods
not by reason of sales by a registered dealer to any other place of his business
outside the State or to his agent principal in other States is exempt from tax on
production of declaration in Form ‘F* duly filled in and signed by the principal
officer of the other place of business or his agent or principal as the case may be,
along with evidence of dispatch of such goods. Declarations not duly filled and
signed and not containing the particulars are required to be treated as defective.

We verified the CST assessment files of three offices* and observed that in
case of three assessees, interstate transfer of goods was exempted on defective F
forms in which wansfer relating to more than one month was covered corrections
were made on invoices without authentication; transaction covering period beyond
the validity of declaration etc. Total interstate transfer amounting to 3 107.19 crore
was exempted on such defective form. The short levy of tax in this regards worked
out to T 15.13 crore including interest and penalty.

Absence of systems to verify resale

Section 8 (3) read with Section 8 (1) (b) of the CST Act, 1956, provides that a
Registered dealer is entitled to effect interstate purchase of goods of the class or
classes specified on the Certificate of Registration which are intended for resale by
him by paying tax at four per cent subject to submission of declaration in Form C.
Section 10 A read with Section 10 of the Act stipulated that if any persons after

* Special Circles Aluva, Ernakulam and Kollam,
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purchasing any goods for any of the purpose specified in Section 8 (3) fails to
make use of the goods for any such purpose, such persons were liable to pay a
sum not exceeding one and half times of the tax which would have been levied
under Section 8 (2) of the Act by way of penalty.

We observed in Special Circle II, Ernakulam that an aseessee, had effected
inter-state stock transfer of HSD valued ¥ 5848 crore and ¥ 18.96 crore
respectively for the years 2004-2005 and 2005-2006 out of the interstates purchase
made by issuing declaration in Form C.

As per the Act, goods purchased against 'C’ forms are meant for resale. In
this case however, the goods were stock transferred to other States and the AA did
. not have systems in place to verify that the goods were resold.

We recommend that the Department may put in place a system to verify that
resale had taken place where goods purchased against Form C are disposed outside
the State.

Internal Control Mechanism

Due to the changed procedure in assessment as a result of switchover from
KGST to KVAT Rules the system of filing details of utilisation in form No. VI
under CST assessment was dispensed with during the KVAT period. Though a
provision to file the utilisation centificate along with annual return in KVAT Rules
has been restored with effect from April 2007, the assessees are not submitting the
same and there was no system in the Department to ensure that the copy of Form
No. VI was filed along with the annual return.

Even though instructions were issued by the Department to allow
concessions/exemptions only on production of valid declarations in form C/F, the
assessing officers. were allowing concessions/exemptions without production of
C/F forms.

The Department has not issued any instructions regarding the checks to be
carried out to spot bogus/obsolete/invalid declarations before accepting
declarations for allowing concession/exemption.,
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Conclusion
We found that

*  The system of e-issue of declaration forms has been introduced which
is a welcome step.

*  Departmental instruction were not complied with by assessment circles.
Recommendation

We recommended that the Government may consider implementing the
following steps for rectifying the defects pointed out in the review

+ Issue instructions regarding the checks to be carried out before
accepting declarations for allowing concessions/exemption.

«  Strengthen the internal control mechanism for the strict compliance
of Departmental instructions.

Audit Pararagraphs 2.12.13-2.12.18 contained in the Report of C&AG of
India for the year ended 31 March, 2011 (Revenue Receipts)

Notes furnished by Government on the above audit paragraphs are included
as Appendix II.

37, With regard to the audit paragraph, the witness informed that the defects
pointed out by Audit were technical in nature and were rectified.

38. To a query regarding C Form submitted by a dealer for the purchase made
before the date of registration viz., M/s. S. Kumar, the Joint Commissioner,
Commissioner of Commercial Taxes submitted that the application of S. Kumar
was ascertained and assessment was also revised accordingly.

39, The Committee was informed that proceedings for Revenue Recovery
was initiated in the case of Rajkumar Impex and has been pending before the
Deputy Collector, Kollam.

40, To a query, the Joint Commissioner, CCT informed that AG’s stance was
that the stock purchased against C Form was meant for resale or manufacture. But
in this case stock was transfetred to other State under F forms. He continued that in
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a case, High Court specified that purchasing against C Form and selling it outside
the State could not be considered irregular, since rule did not insist to sale the stock
inside the State.

41. In this regard, an official from the Office of the Accountant General
explained that irregularity was in stock purchased at concessional rate was retained
as stock transfer to other branches outside the State and thereby evading tax to
Kerala. Then the Joint Commissioner, CCT submitted that the department had
sought the legal opinion of the Advocate General in this case and the opinion was
in favour of the company. The Committee accepted the explanation.

42, The Cominittee accepted the reply furnished by the department regarding
internal control mechanism.

Conclusion/Recommendation
No Remarks
AUDIT PARAGRAPH
Other audit observations

‘We scrutinised assessment records of sales tax/value added tax {(VAT) in
Commercial Taxes Department and found several cases of non-observance
provisions of the Acts/Rules, non/short levy of tax/penalty/interest, incorrect
determination/classification of turnover 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 irregularities
persist; these remain undetected till an audit is conducted. There is need for the
Government to improve the intemnal control system including strengthening of the
internal audit to ensure that such omissions are detected and rectified.

Non-observance of provisions of Acts/Rules

The Kerala General Sales Tax/Kerala Value Added Tax/Central Sales Tax Act
and Rules made thereunder provide for:

(1) levy of tax/interest/penalty at the prescribed rate;

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

(iii) allowance of input tax credit as admissible.



22

We noticed that the AAs while finalising the assessment did not cbserve
some of the provisions which resulted in non/short levy/non-realisation of
tax/interest penalty of ¥ 85.03 crore as mentioned in the paragraphs
2.14.1 to 2.14.25,

Value Added Tax
Allowance of incorrect concession
(CTO, special circle 11, Ernakulam; November 2010)

Serial No. 98 of Schedule ITI to the KVAT Act provides for levy of tax at four
per cent on sale of petroleum products covered under the Act to KSEB, NTPC and
other power generating undertakings in the joint sector. The Government of India
issued Guidelines (February 1973) stipulating conditions to be fulfilled to qualify
as a joint sector undertaking. These included minimurm 26 per cent equity ownership
by the State Industrial Development Corporation (SIDC) and holding of not more
than 25 per cent share by private partner without prior approval of the Central
Government. Further, naphtha, a petroleum product, was taxable at 12.5 per cent
tifl June 2006.

We noticed from the assessment records that Indian Oil Corporation assessed
tax on sale of naphtha for ¥ 18.84 crore during 2005-2006 and X 43.64 crore
during 2006-2007 (up to June) to BSES Kerala Power Ltd. at concessional rate of
four per cent applicable to undertakings in joint sector. However, in the case of
BSES Kerala Power Litd. SIDC was holding 13.68 per cent equity shares and hence
does not qualify as a Joint Sector undertaking as it did not meet the criteria
specified by the Government of India. The application of incorrect rate of tax
resulted in short remittance of tax and interest of ¥ 7.78 crore (at differential rate of
8.5 per cent on X 18.84 crore + X 43.64 crore).

When we pointed out the case to the Department (November 2010) and to the
Government (April 2011), the Government replied (September 2011} that
assessment under section 25 (1) of the Act has been completed (April 2011) and
short levy pointed out by the audit made good. We have not received further
information regarding collection (December 2011}.
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[Audit Paragraph 2.14 & 2.14.1 contained in the Report of Comptroller and
Auditor General of India for the year ended 31st March 2011 (RR)].

Notes furnished by Government on the above audit paragraph is included as
Appendix IL

43. The Committee enquired whether the conditions stipulated in the
guidelines issued by Government of India for qualification as a Joint Sector
Undertaking had been satisfied in this case. The Joint Commissioner, CCT
submitted that there was agreement between power generating units and KSEB
which stipulated to sell electricity to KSEB only at the rates fixed by KSEB.
He also informed that as there was no clear definition for “Joint sector” in the
KGST Act, these companies could be considered as Joint Sector Undertakings.
He supplemented that there were only two companies dealing with such business in
Kerala.

44, The Committee remarked that Government should formulate policy
decisions in such cases to provide clear direction in future,

Conclusion/R lati
45. The Committee notices that 'Joint Sector Undertakings’ is not defined in
KGST Act and hence it is not clear whether the companies mentioned in the audit

para could be classified as joint sector undertaking or not. It recommends that
Government should issue clear direction in this regard.

AUDIT PARAGRAPH
Short levy due to non dis allowance of IPT/Special rebate stock transfer

(CTO, special circles, Mattancherry, Malappuram and Special circle I
Ernakulam; September 2010).

Proviso (3) to Section 11 (3) of KVAT Act provides that if goods purchased in
the State are nsed in the manufacture of goods and the same are sent outside the
State otherwise than by way of sale, input tax credit shall be limited to tax paid in
excess of four per cent. Further Rule 12A of the KVAT Rules 2005 provides that
where taxable goods are used during a return period partly in relation to taxable
transaction and partly in relation to exempted or non-taxable transaction,
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the input tax paid or special rebate to which the dealer has become entitled shall be
apportioned between the taxable and exempted or non-taxable transaction on the
basis of the ratio of taxable and exempted tumover and input tax credit allowable
to exempted transaction shall be disallowed. Section 6 (1) of the Kerala Finance
Act, 2008 provides that there shall be levied and collected from dealers a cess at
the rate of 1 per cent on the tax payable by them under Section 6 and 8 of the
KVAT Act, 2003. Section 31 (5) of KVAT Act provides that if tax or any other
amount due under the Act is not paid by any dealer, such dealer shali pay simple
interest at the rate of 12 per cent per annum on such amount defaulted.

We noticed from the assessment record that the AA either assessed the
reverse Tax less than the required as per statute or not assessed such tax resulting in .
short levy of tax of X 6.52 crore as detailed below:

(X inlakhs)
IPT Excess
s dpTiobe | gisaliowed | IPT/short
No. | Assessment Commodity on various / tax levy of tax,
’ Circle Assessment year rounds assessed | cessand
g by AA interest
1 CTO, Spl. Gold Jewellery 439.02 Nil 540,96
Circle I, 2008-09 :
Ernakulam
2 CTO, Spl. Zinc Ingots 113.79 37.54 97.85
Circle, 2007-08 .
Mattancherry
3 CTO, Spl. | Avurvedic Medicine 18.19 14.51 457
Circle, 2007-08
Malappuram
4 CTO, Spl. i i 24,62 21.79 3.17
Circle, 2008-09
Malappuram
5 CT0, Spl. i it 5.67 Nil 5.67
Circle, 2008-09
Mattancherry
Total 652.22
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We pointed out the cases to the Department between April and September
2010 and to the Government between April and May 2011. We have not
received further information (December 2011),

(CTO, Special circle, Kottarakkara; August 2010)

Government by a notification* had exempted tax on interstate sale of
rubber with effect from August 2008 on the condition that the rubber invalved,
had suffered tax under the KVAT Act, 2003. when sale in the course of interstate
trade is exempted from tax, I'TC should be limited to tax paid in excess of four
per cent.

We observed from the assessment records that a dealer purchasing rubber
latex from unregistered dealers sold 29.46 per cent of his murnover interstate
during 2008-2009. However, the AA did not Lmit input tax credit availed in
excess of four per cent on purchases corresponding to such sales. This resulted in
short levy of tax and interest of ¥ 6.24 lakh.

We pointed out the matter to the Department in August 2010 and to the Govemment
{April 2011). We have not received further information (Decerrber 2011).

(CTO, Manjeri; August 2010) -

We noticed from the assessment records that a dealer in tread rubber sold
57.64 per cent of his total ramover interstate during 2008-2009 but input tax credit was
not limited to tax paid in excess of four per cent on such sales. This resulted in excess
availment of input tax and interest of ¥ 3.11 lakh,

We pointed out the matter to the Department (Ociober 2010) and to the
Government (May 2011). The Government replied (September 2011) that the
assessment was completed (November 2010) with an additional demand of
12,65 lakh. We have not received further information (IDecember 2011).

(CTO, special circle, Malappuram; April 2010)

Section 31 (6)ofﬂleKVATAdpmvidesﬁmi.fﬂletaxdueisnotpaidbyﬂle
assessee within the prescribed time, interest will become due with effect from the date
on which the tax would have fallen due for payment. Further, Section 91 of the Act

* S.R.0. B04/2008 dated 31-7-2008

3172017
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stipulates that where any tax due or demanded under the Act is paid by any dealer, the
payments so made shall be appropriated first towards interest accrued on such tax or
other amount under Section 31 (5) and the balance shall be appropriated towands
principal outstanding.

We noticed from the assessment records that an assessee remitted (March 2010)
nput tax credit of ¥ 14.51 lakh and ¥ 21.79 lakh availed in excess during 2007-2008
and 2008-2009 respectively, without remiting the interest due. Further, the
Department did not assess interest and appropriate the remittance first
towards interest, which resulted in short levy of tax of ¥ 5.73 lakh.

We pointed out the matter to the Department {April 2010) and to the
Government (March 2011). The Government stated (July 2011) that the AA issued
notice to the dealer to remit the amount. We have not received further information
(December 2011},

{Audit Paragraph 2.14.2 contained in the Report of Comptroller and Auditor
General of India for the year ended 31 March 2011 (RR)]

Notes furnished by Government on the abave audit paragraph is included as
Appendix I1.

46. When enqguired the present status of finalisation of assessment in the case
of CTO, Special circle, Ernakulam, the Joint Commissioner, CCT submitted that
the purchase turnover of Joy Alukkas was ¥ B0O crore and they had transferred
gold stock for ¥ 416 crore. AG's objection was that 51% of IPT deduction
permitted to the dealer should he disallowed. The CCT submitted that when
records were verified it was found that there was stock transfer not for retail sale
but to their showrooms ouiside the State and they had remitted the amount of
¥ 72 lakh towards the tax for the local purchase of ¥ 11 crore.

47. Regarding a case in CTO, Special Circle, Kottarakkara, the CCT
informed that total demand was collected in three instalments. He added that an
amount of T 1,99,000 was collected out of ¥ 3.11 lakh from M/s Gem Treads,
Payyanad and the balance amount was under stay.
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48. Regarding the short levy in respect of M/s Aryavaidyasala, Kottackal, the
CCT submitted that the amount remitted was appropriated towards interest.

Conclusion/Recommendation
No Comments.
AUDIT PARAGRAPH
Application of incorrect rate of tax
(CTO Special circle 1&I1], Ernakulam January 2011)

Under the KVAT Act 2003, pold coins attract tax at the rate of four
per cent as per entry 4(4) of Illrd Schedule. The Commissioner of Commercial
Taxes had clarified * that gold rectangular bars being semi-manufactured will fall
under HSN Code 7108.13.00 and will be taxable at the rate of four per cent.

We cross verified the import details in respect of Bank afnd public limited
company gathered from Customs House, Air cargo Complex, Nedumbassery, with
their assessment records and noticed that the assessees imported semi finished gold
bar with HSN Code 7108.13.00 during 2008-2009. The sale value of import
worked out to T 175.40 crore and the same was assessed to tax at the rate of one
per cent instead of at the correct rate of four per cent resulting in short levy of tax,
cess and interest of X 6.48 crore.

The Bank and the public limited company, conceded sales turnover of bullion
of ¥ 683.16 crore and 677.77 crove respectively for the year. As gold imported by
thern was semi finished, the entire turnover was likely to be related to such semi
finished gold, liable to tax at the rate of four per cent.

We pointed this out to the Department (January 2011) and to the Government
(June 2011). We have not received further information (December 2011).

(CTO, Special circle I, Ernakulam; January 2011)

We noticed from the assessment records that a bank assessed tax on sales
turnover of gold bar with HSN code 7108.13.00 amounting to ¥ 35.64 crore and
X 72.95 core for the years 2007-2008 and 2008-2003 respectively at one per cent

*No. C3. 23036/08/CT dated 29-5-2008
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instead of the correct rate of four per cent. Application of incorrect rate of tax
resulted in short levy of tax, cess and interest of ¥ 4.10 crore.

We pointed out the matter to the Department in March 2011 and to the
Government (May 2011). The Department stated that they cannot complete an
- assessment under VAT simply on the basis of HSN code. Mere change of HSN
code from 7108.12.00 cannot change the nature of bullion. The reply is not
accepted as HSN recorded by Customs Authorities after inspection of goods was
7108.13 and under Rules for interpretation of Schedules, it is the basis for
determination of rate of tax. Further, the CCT relied on HSN code while issuing
the clarification and hence the Department is bound to assess the goods based on
HSN code. We reported the case to the Government (May 2011). We have not
received further information (December 2011).

(CTO, Second circle, Emakulam; November 2010)

We noticed from the assessment records that a bank had effected sale of goid
bars in small quantities of 20/50 gms for ¥ 1.86 crore during 2008-2009 and paid
tax at the rate of one per cent applicable to bullion. This resulted in short levy of
tax of ¥ 6.71 lakh.

When we pointed this out (te) the Department (December 2010), the AA
replied that notice has been issued under Section 25 {1}. We reported the case to
the Government (April 2011). Further report has not been received (December 2011).

{IAC, Kattappana; December 2009)

Notification* issued by the Government under the KVAT Act provides that
Confectionery including toffee, chocolates and sweets of all kinds sold under brand
name registered under the Trade Mark Act 1999 are taxable at the rate of
12.5 per cent.

We noticed from the assessment records that a manufacturer of confectionery
sweets under brand name 'Cryptms' self assessed cutput tax on sales turnover of
confectionery of ¥ 8.23 crore during the years 2005-2006, 2006-2007 and
2007-2008 at the rate of four per cent instead of at the correct rate of 12.5 per cent.
This resulted in short levy of tax and interest of ¥ 84.50 lakh.

*8.R.0. 8272006, Entry 24 (1) (c} and (d)
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We pointed out (fanuary 2010) matter to the Department and to the
Government in March 2011. The Government stated (October 2011) that the
assessments for the years 2005-2006, 2006-2007, and 2007-2008 were revised
creating an additional demand of tax and interest of ¥ 1.01.crore. We have not
received further information (December 2011)

(CTO, special circle, Matancherry; August 2010)

The KVAT Act provides that bakery products including biscuits of all
varieties, cakes, pastries, pizza and bread sold under brand name registered under
Trade Marks Act, 1999 are liable to be assesed at the rate of 12.5 per cent.

We noticed from the assessment recordes that an asessee manufacturing and
selling cakes and bakery products under registered brand name assessed tax on
sales turnover of such products for ¥ 1.08 crore at four per cent instead of at the
correct rate of 12.5 per cent during 2008-2009. This resulted in short levy of tax
and interest of ¥ 10.73 lakh.

We pointed out the matter to the Department in October 2010 and (to) the
Government in January 2011. We have not received further information
(December 2011},

(CTO, special circle, Mattancherry; July 2010)

The High Court of Kerala had held* that Ujala Supreme and Ujala Stiff and
Shine are not industrial raw materials coming under list A of the Third schedule to
the KVAT Act but are commodities taxable at 12.5 per cent under the Act. The
KVAT Act provides that where the sale is to or by Canteen Stores Department, the
tax payable shall be at half the rate applicable to such goods.

We noticed from the assessment records that dealer assessed tax for the
year 2008-2009 on sales turnover of Ujala Supreme and Ujala Stiff and Shine
valued at X 4.93 crore at the rate of four per cent and sales turnover valued at
X 7.14 lakh to Canteen Store Department at two per cent instead of at the correct
rate of 12.5 per cent and 6.25 per cent respectively. This resulted in short levy of
tax and interest of ¥ 49.02 lakh.

*MP Agencies Vs State of Kerala reported in 18 KTR 82.
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We pointed out the matter to the Department (July 2010) and to the
Government (March 2011), the Government replied (October 2011) that the
assessment has been revised (June 2011) applying the correct rate. We have not
received further information (December 2011).

(CTO, Ettumanoor; December 2009)

We noticed from the assessment records that a dealer assessed tax on the sale
turnover of Ujala Supreme and Ujala Stiff and Shine for ¥ 1,03 crore during the
period 2007-08 at the rate of four per cent instead of at the correct rate of 12.5 per
cent. This resulted in short levy of tax and interest of X 10.62 lakh.

We pointed out the matter to the Department in December 2009 and to the
.Government (February 2011). The Government stated (fuly 2011) that the
assessment was completed under Section 25 (1} of the Act creating additional
demand of ¥ 14.14 lakh against which the assessee remitted X 4.71 lakh in June
2010. We have not received further information (December 20 11).

[CTO (WC & LT}, Alappuzha; August 2010)]

Section 6 (1) (f) of the KVAT Act provides that in the case of transfer of
goods involved in execution of works contract, where the transfer is not in the form
of goods, but in some other form, the tax liability is at the rate of 12.5 per cent.

We noticed from the assessment records that a works contracis assessed
tax at four per cent instead of at the correct rate of 12.5 per cent on transfer value
of materials armounting to the T 4.25 crore for 2008-2009. As the confract was
executed for Cochin International Airport Ltd., the assessee was not eligible for
concessional rate of four per cent allowable to Government Departments etc. This
resulted in shorty levy of tax and interest of X 41.87 lakh.

We pointed out the matter to the Department in September 2010 and to the
Government in February 2011. We have not received further information
(December 2011),

[(CTO (WC & LT), Kollam, January 2010)]

We noticed from the assessment records that an assessee engaged in tyre
retreading returned tax at the rate of four per cent instead of at the correct rate of
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12.5 per cent for the contract receipts of ¥ 23,97 lakh and ¥ 33.47 lakh during the
+ periods 2006-2007 and 2007-2008 respectively. This resulted in short levy of tax
and interest of ¥ 6.15 lakh.

We pointed out the matter to the Department in February 2010 and reported
to the Government in December 2010. The Government replied (September 2011)
that the assessment were completed in January 2011 and demand raised. We have
not received further information (December 2011),

[(CTO, special circle, Thrissur; May 2009)]

Entry Number 64 (8) of the notified list of goods provides that margarine is
taxable at the rate of 12.5 per cent.

We noticed from the assessment records that a dealer assessed output tax on
sales turnover of margarine for ¥1.53 crore at the rate of four per cent instead of at
the correct rate of 12.5 per cent during the year 2005-2006, 2006-2007,
2007-2008. This resulted in short levy of tax and interest of X 15.75 lakh.

‘We pointed out the matter to the Departmertt (June 2009) and the Govemnment
“{April 2011). The Govermnment siated (September 2011) that the assessments were
completed based on the audit observation and revenue recovery action is pending. We
have not received further information (December 2011).

[(CTO, first circle, Kottayam; June 2009 and June 2010)]

Entry 30 of the notified list of 12.5 per cent taxable goods of KVAT Act
provided that digital photocopiers are taxable at the rate of 12.5 per cent.

We noticed from the assessment records that a dealer in digital photo copier
computed tax on the sales turnover of ¥ 39.45 lakh, ¥ 31.84 lakh, ¥ 9.20 lakh and
X 56.98 lakh for the years 2005-2006, 2006-2007, 2007-2008 and 2008-2009
respectively at the rate of four per cent instead of at the cormect rate of
12.5 per cent. This resulted in short levy of tax and interest of ¥ 14.51 lakh,

We pointed out (July 2009) short levy relating to the years 2005-2006 to
2007-2008, based on which the Department revised the assessments and created
additional demand of ¥ 15.42 lakh. However, we naticed {June 2010) that the
same defect persisted in 2008-2009. The Department stated (June 2010) that the
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commodity dealt with by the assessee is not digital copier but laser printer cum
copier which comes under IT products chargeable at four per cent tax. The reply is
not acceptable as the product is sold as digital copier as per the sales statement and
further the Department had revised the assessment for the years 2005-2006 to
2007-2008. We reported the case to the Government (May 2011) and have not
received any further information {December 2011).

[CTO(WC&LT), Kannur; June 2010]

Section 7(5) of the CST Act, 1958 stipulates that a registered dealer may
apply not later than six months before the end of a year for cancellation of
registration, and the authority shall, unless the dealer is liable to pay tax under this
Act, cancel the registration accordingly. The cancellation shall take effect from the
end of the year.

We noticed from the assessment records that during the year 2007-2008 the
AA accepted the application dated 19-7-2007 for cancellation of registration of the
works contractor with immediate effect and allowed him to pay compounded tax at
three per cent instead of four percent payable. Cancellation of registration in
violation of the CST Act resulted in short levy of tax and interest of ¥ 4,15 lakh.

We pointed out the matter to the Department (July 2010) and the Government
{March 2011). The Govermnment stated (May 2011) that the assessment under
Section 25 of the Act had been completed (January 2011) creating a demand of
¥ 4.52 lakh, including interest. We have not received further information
(December 2011).

[CTO (WC&LT), Kasaragode; May 2010]

We noticed from the assessment records that an AA accepted the application
for cancellation of CST registration filed by a dealer in June 2006. The dealer
assessed his works contract turnover of ¥ 2.21 crore relating to Government work
at three per cent under Section 8 () (i) of the Act instead of four per cent under
Section 8 (a) (ii) of the Act for the year 2006-2007, though the cancellation should
have come into effect from the end of the year. This resulted in short payment of
tax and interest to the tune of ¥ 3.30 lakh.
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We pointed out the matter to the Department in June 2010 and to the
Government in February 2011. The Department stated in July 2010 that notice was
issued to the assessee. We have not received further information (December 2011).

[CTO (WCELT), Mattancherry; May 2010]

The KVAT Act, 2003, as it stood prior to April 2008 provides that a dealer
registered under the Central Sales Tax Act can apt to pay compounded tax at four
per cent. Though dealers were liable to pay tax at eight per cent from April 2008,
they were permitied to pay tax at pre revised rate in respect of work remaining
partly unexecuted as on Ist April, 2008.

We noticed from the assessment records of 2008-2009 that a works contractor
paid compounded tax at the rate of 2.3 per cent for the works remaining partly
unexecuted as on 1Ist April, 2008. As the dealer had CST registration during
2007-2008, he was eligible to opt for compounding at the rate of four per cent
under Section 8 (a) (i) of KVAT Act, 2003. Application of incorrect rate of

- compounding resulted in short levy of Rs. 3.76 lakh.

When we pointed out this (June 2010) the Depaitiment staied that as per the
Finance Act, 2009, works which commenced prior to 1st Aprii, 2008 and remaining
partly executed on that date are liable to be taxed at the rate that existed prior to
April 2008 and hence there was not short levy. The reply is not tenable as the
compounded rate of 2.3 per cent related to civil work contracts of pre-VAT period
which was valid only up to March 2007, We reported it to the Government
(April 2011). Further report had not been received {December 2011).

[Audit paragraph 2.14.3 contained in the Report of C&AG for the year ended
31st March, 2011 (RR)]

Notes furnished by Government on the above audit paragraph is included as
Appendix 1T,

45. The CCT informed that the accounts of MMTC Ltd. and Bank of
Nova & Scotia were verified and assessment was completed as per AG’s direction,
Later those firms approached High Court and the court directed to rectify the
assessment since they purchased 1 Kg rectangular gold bar, which was included in ;

3172037
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the second schedule. Then an Official from the Office of the Accountant General
submitted that department's claim was that marking HSN code as 71081300 instead
of 71081200 was by mistake and it was rectified when found. The Committee was
at a loss to note that even at the time of correction of HSN Code, the department
had not conducted physical verification of the nature of items transacted and
Committee decided to recommend that physical verification of itemns should be
conducted in future in the cases of similar nature.

50. To a query regarding the case of Indian bank, the Joint Commissioner,
CCT submitted that DC (Appeal) directed to re-assess the case. Since the gold
mentioned was not gold ornaments or semi-manufactured gold, it was re-assessed
by considering it as bullion and demanded additional amount. They obtained
conditional stay and in the meantime they remitted an amount of X 2.34 lakh
which was excess for the time being,

51. The Committee was also informed that M/s Cryptom Confectioneries (India}
Pvt. Lid. was removed from the website of Trademark, since registration was not
renewed timely. Though application filed to continue registration subsequently, it was
rejected. When re-assessed, the demand for 3 years from 2005-2006 to 2007-2008 was
considered as nil. It was kept in abeyance till the disposal of an appeal filed in this
regard.

52. The Committee understood that Hindustan Unilever Ltd. had got registered
trademark “Modern’ for making breads. The Committee was surprised to note that tax was
collected only @ 4% for the sales of its products instead of the actual rate of 12.5%
for the branded items and remarked that such exemption seems granted only for
multinational companies. The Joint Commissioner of Commercial Taxes argued
that the firm had trademark for manufacturing ‘breads’ only. Though the name
'Modern’ was imprinted on the packing material of cakes, they were not
manufacturing cakes and had no trademark for the same. So turnover assessed
@ 4% was correct. In this regard an officer from the Office of the AG invited the
attention of the Committee over the fact that in the retumns filed by the firm, the
total turnover was shown against the entry "total baking items’ and there was no

segregation of cakes or breads and suggested that department should not accept the



35

claims without verifying its authenticity. The Committee opined that the tendency
of tax evasion was very particular among multinational companies and directed
that Taxes Department should take effective measures to curtail such tendencies
and directed the department to initiate steps to amend the laws in this regard, if
necessary.

53. Regarding the case of 'Ujala Supreme’ and ‘Ujala Stiff and Shine’,
the CCT submitted that it was stayed conditionally and the appeal was pending.
He continued that in the case of M/s Poonam Grah Nirman (P) Ltd. the assessment
was completed on the basis of audit observation. But in the meantime, the assessee
filed a case against the assessment and High Court ordered to re-assess the case.
Accordingly, the amount was re-assessed as T 23.88 lakh instead of
¥ 66.78 lakh and the case was pending under RR action.

>4. The Committee was informed that a case in CTO (WC & LT) Kollam,
regarding the claim of input tax for local purchase for interstate and intrastate
purchase, was also pending with Revenue Recovery and the amount was not
realized so far.

55. The Committee camne to know that the amount was collected completely
from M/s Anchery Distributers. To a query of the Committee regarding a case in
CTO (WC & LT), Kannur on the cancellation of registratien in violation of Central
Sales Tax Act raised by Audit, the Joint Commissioner, CCT subnuitted that appeal
was pending and there was some missing credits in respect of M/s Vishal
Infrastructure Ltd., as TDS Certificate was not available earlier and later the
assessment was revised on production of TDS Certificate and the demand was nil,

Condusion/Recommendation

56. The Committee criticizes the Taxes department for not conducting
any physical verification of the nature of items transacted even at the time of
correction of HSN Code and directs that physical verification should be
conducted in future in the cases of similar nature.
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57. The Committee opines that the tendency of tax evasion is very particular
among multinationals and directs the taxes department to initiate steps to amend
taws in this regard and to take necessary measures to prevent such practice.

AUDIT PARAGRAPH
Excess claim of input tax credit
[CTO, Special circle (Produce), Mattanchery; July 2010]

The Assessing authority shall check all calculation and credits given in an
assessment as per the instruction issued by the erstwhile Board of Revenue.

We noticed from the assessmient records that an assesee in his annual retura
for 2008-2009 brought forward a tax credit of . $1.46 lakh depicting it as excess
input tax credit of the previous year. However, input tax credit carried forward to
the year as per the annual return of 2007-2008 was nil. Besides computational
mistakes resulted in further excess credit of T B.76 akh as total of input tax was
shown .as ¥ 2,65,08,883 instead of I 2,56,32,956. These resulted in short
assessment of tax and interest of T 69.25 lakh.

We pointed out (July 2010) the issue to the Department and to the
Govermnment (May 2011). We have not received further information (December 2011).

(C.T.0, Manjeri; October 2008)

Section 22 (3) of the KVAT Act provides that if any dealer files an incorrect
return and fails to file a fresh return, the assessing authority shall estimate the
wrnover of the return period and complete the assessment to the best of its
judgment. The Act aiso provides for levy of penalty, not exceeding twice the
amount of tax or other amount evaded or sought to be evaded, where the assessee
has made bogus claim of input tax,

We noticed from the assessment records of 2005-2006 that a dealer in timber
claimed input tax credit twice on three purchase effected during
December 2005 and March 2006 and availed excess input tax credit of
X 2.53 lakh, We consider that besides recovering excess credit of ¥ 2.53 lakh,
the Department should levy penalty of ¥ 5.06 lakh for the offence.



37

We pointed out the matter to the Department in October 2008 and to the
Government (February 2011), The Government stated (July 2011) that on the basis
of audit observation tax, interest and penalty totalling to X 8.62 lakh was
demanded. The assessee paid I 2.72 lakh and the balance was advised under
Revenue Recovery. We have not received further information (December 2011).

[Audit paragraph 2.14.4 contained in the Report of C&AG for the year ended
31st March 2011 (RR)]

Notes received by Government on the above audit paragraph is included as
Appendix 11,

58. The Commissioner of CC informed the Committee that the Audit’s stance
was sustainable in the case pointed out in CTO Special Circle (Produce),
Mattanchery and the reply furnished earlier in this regard by the department was
wrong. The Committee directed to re-assess the same on the basis of annual
returns,

59. With regard to the excess awarding of input tax by a dealer in timber, the
witness, Joint Commissioner, CCT informed that an amount of ¥ 5.18 lakh, being
the tor.ez_l dues ¥ 3.96 lakh with its interest, was collected.

Conclusion/Recommendation

80. The Committee directs the taxes Department to reassess turnover in the
case pointed out in CTO, special circle (produce), Mattancherry on the basis of
annual returns.

AUDIT PARAGRAPHS
Non-levy of reverse tax

Section 2 (xlii) of the KVAT Act specifies 'reverse tax’ as that portion of input
tax of the goods for which credit has been availed but such goods remain unseld at
the closure of business or are subsequently used for any purpose other than resale
or manufacture of taxable goods. Further Section 11 (4) and 12 (2) of the Act
stipulates that a dealer paying compounded tax shall not be eligible for input tax
credit/special rebate,
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(CTO, Special circle Kannur, August 2310).

We observed from the assessment records that a dealer in jewellery had a
closing stock of ¥ 16.89 crore during 2007-2008 for which he had taken input tax
credit. During 2008-2009 he switched over to the compounding scheme for which
no input tax credit is allowable. The tax payable under the compounded scheme
worked out on the basis of sale effected during the previous years. The huge
closing stock at the end of 2007-2008, on which the dealer had taken input tax
credit, was sold during the subsequent year (2008-2009), though the dealer was not
eligible to available input tax credit under the compounding scheme. This resulted
in leakage revenue of ¥ 67.54 lakh”

We pointed out the matter to the Depanment in October 2010 and to the
Government (March 2011). The Department stated in December 2010 that the
assessee availed input tax credit prior to the switching over to the compounding
scheme and it need not be reversed. The reply is not acceptable as no ITC is to be
allowed on goods sold under compounding scheme and as such on the stock sold
under compounding, reverse tax is leviable.

fAudit paragraph 2.14.5 contained in the Report of C&AG of India for the
year ended 31st March 2011 (RR)]

Notes furnished by Government on the above audit paragraph is included as
Appendix 1.

61. The Committee observed that there was difference of opinion between the
Taxes Department and the Aundit regarding the legality in availing input tax credit,
int the case of the assessee opted for compounding scheme subsequently. An official
from the Office of the Accountant General submitted that a new dealer would
accumnulate stock and it would be shown in the closing stock and would avail IPT
for the same. But if he opted for compounding in the succeeding year, his
eligibility for availing IPT would be challenged unless it was specified in the rules.
So the Committee decided to recommend that necessary provision for reverse tax
should be incorporated in the Act.
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Conclusion/Recommendation

62. The Committee endorses the audit objection that the dealer whe availed
input tax credit under the compounding scheme was not eligible for it. The
Committee directs, the Taxes Department to take steps t0 amend the portion
regarding revenue tax in the KVAT Act to curtail such leakage of revenue,

AUDIT PARAGRAPH
Non-levy of interest/non-appropriation of payment te interest
(CTO, special circle 11, Ernakulam, February 2009)

Section 42 (2) of the KVAT Act, 2003 provides that where any dealer detect
any omission or mistake in the annual return submitted by him with reference to
the audited figures, he shalt file a revised annual return rectifying the mistake or
omission along with the audit certificate. Where, as a result of such revision, the
tax liability increases, the revised return shall be accompanied by proof of payment
of such tax, interest due thereon under sub-section (5) of section 31 and penal
interest, calculated at twice the rate. Further, Section 91 of the Act stipulates that
where any tax due or demanded under the Act is paid by the dealer, the paytnents
so made shall be appropriated first towards interest accrued on such tax or other
amount under Section 31 (5) and the balance shall be appropriated towards
principle outstanding.

We noticed from the assessment records that an assessee filed revised return
and differential tax of ¥ 1.61 crore during 2005-2006 without remitting interest
and penal interest due. Further the Department did not assess interest and
appropriate the remittance first towards interest which resulted in short levy of tax
and interest of ¥ 41.98 lakh.

We pointed out the matter to the Department in April 2009. The Department
stated that the case would be examnined. The case was reported to the Government
in December 2010. We have not received further information (December 2011).

Andit paragraph 2.14.6 contained in the Report of C&AG of India for the
year ended 31st March 2011 (RR)
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Notes furnished by Government on the above andit paragraph is included as
Appendix II.

63. The witness, Commissioner of Commercial Taxes submitted that the stay
by High Court has been prevailing.

Conclusion/Recommendation

64. The Committee urges the Taxes Department to inform the present
status of the case.

AUDIT PARAGRAPH
Short levy due to turnover escaping assessment

Section 6 (1) (f} of the KVAT Act, provides that in the case of transfer of
goods invelved in execution of works contract, where the transfer is not in the form
of goods, but in some other form, tax at the rate of 12.5 per cent shall be levied.
Further proviso to rule 10 (2) (a) of KVAT Rules 2005 provides that when taxable
turnover in respect of works centract not in the execution of works contract, an
armmount equal to the cost of goods wansferred together with profit, if any, shall be
the taxable turnover, :

[CTO, (WC&LT), Mattancherry, May 2010]

We noticed from the assessment records of 2008-2009 that a works contractor
conceded taxable turn over of ¥ 4.13 crare. Qut. of the taxable turover,
{ 2.58 crore was assessed at four percent instead of at 12.5 per cent. Further, the
taxable turnover of T 4.13 crore was less than cost of goods consumed in the works
contract which amounted to X 4.87 crore. Escapement of turnover from assessment
coupled with application of incorrect rate resulted in shont levy of tax and interest
of ¥35.52 lakh.

We pointed out the case to the Department {(May 2010) and Government
(April 2011). We have not received further information (December 2011).

[CTO (WC&LT], Alappuzha, August 20103,

We noticed from the assessment records of 2008-2009 that a works
contractor who had contract receipts of ¥ 13.30 crore assessed tax on turnover of
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T 4.92 crore only. The turnover was less that the cost of goods transferred 1o
works contract ¥ 6.33 crore. Hence, the taxable tumover including profit should
be ¥ 6.38 crore and turnover of ¥ 1.46 crore that escaped assessment resulted in
short levy of tax and interest of ¥ 21.10 lakh.

We pointed out the matter to the Department in September 2010 and to the
Government in February 2011. We have not received further information
{December 2011).

[CTO (WC), Malappuram; July 2009)]

Under Section 42 (2) of KVAT Act, 2003 if there is omission or mistake
in annual return with reference to audited figures he shall file revised anmual
return along with audit certificate rectifying the defect, If tax liability increases
he shall file proof of payment of balance tax, interest and twice the amount of
interest as penal interest.

We noticed from assessment records that a dealer returned to and taxable
turnover of X 1.84 crore and X 3.73 crore for years 2006-2007 and 2007-2008
respectively as against X 2,34 crore and ¥ 4.37 crore shown in the profit and
loss accounts for the respective years. This resulted in short levy of tax interest
and penal interest of ¥ 32.08 lakh.

We pointed out the matter to the Department in July 2009 and to the
Government in December 2009. The Government stated (July 2011) that the
loss of revenue as pointed out by audit was assessed and is being collected. We
have not received further reply (December 20 11}.

® (CTO, special circle, Mattanchery; September 2010)

We noticed from the assessment records that the sales turnover of mineral
depicted in the annual return for 2008-2009 and assessed to tax by an assessee
was less than the certified accounts figure by T 4.14 crore. This resulted in
non-levy of tax of X 19.75 lakh at rate of four per cent.

We pointed out the matter to the Department in October 2010 and to the
Government in January 2011. We have not received any further information
(December 2011).

31722017,
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(CTO, special circle 1, Ernakulam; January 2011)

According to Entry 67 of notified List of 12,5 per cent taxable gaods under KVAT
Act, spare parts of motor vehicle are liable to be taxed at 12.5 per cent. Further, the
Supreme Court held* that wartanty charges received from the manufactures by the agents
for replacing defective parts of vehicles are sale of goods and hence liable to tax.

We noticed from the assessment records that the AA did not assessed warzanty claim
of  1.80 crare received by a dealer in 2008-2009 resulting in short levy of tax and interest
of T 27.58 lakh,

We pointed out the matter to the Department (March 2011) and to the Government
(May 2011). We have not received replies (December 2011},

[(CTO, special circle T1I, Ernakulam; July 2010)]

We noticed from the assessment records that an assessee did not pay tax on goods
involved in warranty replacement amounting to ¥ 78.67 lakh on the ground that a review
petition on the issue is pending with the Supreme Court of India. As the Supreme
Court decision has not been stayed the assesee is liable to comply with the existing
decision and pay tax. Failure to do so resulted in short levy of tax, interest and
cess of ¥ 11.50 lakh.

We pointed out the matter to the Department (July 2010) and to the
Government {(May 2011). The Government state (September 2011) that assessment
was revised (October 2010) and the assessee paid the additional demand in full in
February 2011. Collection particulars are awaited (December. 2011).

[CTO(WC & LT}, Kannur; June 2010]

The KVAT Rule provide that the taxable turnover in relation to a works
contract, where transfer of property takes place not in the form of goods but in
some other form, shall be arrived at after deducting labour and other specified
charges from the contract receipt. If the turnover so arrived at falls below the cost
of goods transferred in the execution of works contract, an amount equal to the cost
of goods transferred in the execution of works contract together with profit shall be
the taxable turnover in respect of such works contract.

* Mohd Ekram Khan & Sons VS Commissioner of trade tax (2004) 12 KTR 572.
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We noticed from the assessment records that the AA did not assess the
turnover that escaped assessment due 1o excessive exemption claimed by a dealer
during 2008-2009 resulting in short levy of tax of 17.39 lakh.

We pointed out the matter to the Department (June 2010) and the
Government (February 2011}, The Government stated (May 2011) that the
assessment under section 25 was completed creating a demand of ¥ 31.50 lakh
including interest. We have not received further information (December 2011).

(CTO, special circle, Thiruvananthapuram; January 2010).

Entry 38 (2) () (1) of the Notified list of the KVAT Act provides that tax at
the rate of 12.5 per cent shall be levied on photo copier spares. Materials involved
in Full Service Maintenance Agreement (FSMA) and warantee charges are taxable
at the appropriate rate. Rule 9 (2) C of the Act provides that if goods transferred in
the execution of Annual Maintenance Contract (warantee charges) is not
ascertainable, 50 per cent of such contract amount is assessable to tax, Further
Section 25 (1) of the Act, provides that where for any reason the whole or any part
of the turmover of business of a dealer has escaped assessment to tax in any year,
the assessing authority may proceed to determine, to the best of its judgment the
turnover which has escaped assessment to tax,

We noticed from the assessment records that a dealer in photocopiers, fax
machines and consumables did not inciude in the return an amount of
¥ 1.01 crore being recovery of FSMA material cost and copier warantee charges
during the year 2007-2008. This was not detected by the AA which resulted in
show levy of tax and interest of ¥ 15.11 lakh.

We pointed out the matter to the Department in January 2010 and
Government in August 2010. We have not received further information
(December 2011).

(CTO, third circle; Thiruvananthapuram; February 2010).

Explanation VII under Section 2 (liii) of the KVAT Act, 2003, stipulates
that where a dealer sells any goods purchased by him at a price lower than that
at which it was purchased and subsequently receives any amount from any
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person towards reimbursement of the balance price, the amount so received
shall be deemed to be turnover in respect of such goods.

We noticed from the assessment records that a dealer in home appliances
who sold goods at price lower than purchase price did not assess to tax, the
incentive of ¥ 75.89 lakh received as incentive during the period
2007-2008. This resulted in short levy tax and interest to the tune of ¥ 11.67 lakh,

We pointed out the matter to Department (April 2010) and to the
Government (December 2011). Government stated (September 2011) the
assessment was revised (June 2011) with additional demand of T 12.72 lakh
including interest, We have received further information (December 2011).

(C.T.O. Tirarangadi; October 2009)

Sale of IT software attracts tax at the rate of four per cent under the Third
schedule to the KVAT Act 2003. Further, the Act stipulates that the assessing
authority can proceed to determine to the best of his judgement, the wrnover
which has escaped assessment to tax and assess the tax thereon.

We noticed from the assessment records that a dealer in software did not
assess the sales nimover of software amounting to X 34.40 lakh and 2.07 crore
for the years 2006-2007 and 2007-2008 respectively. This resulted in short levy
of tax and interest of ¥ 11.56 lakh.

We pointed (November 2009) out the Department and to the Government
(December 2010). The Government stated (April 2011) that the assessments
were revised creating an additional demand of ¥ 12.94 lakh. We have not
received any further information (December 2011).

(CTO, special circle, Palakkad; January 2011)

Sale of Duty Entitlement Pass Book (DEPB) licence attract tax at the rate
of four per cent under the ‘Third schedule to the KVAT Act, 2003,

We noticed from the assessment records that an assessee did not pay tax
on the sales turnover of DEPB license amounting to ¥ 2.17 crore during
2008-2009. This resulted in short levy tax of ¥ 8.78 lakh.
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We pointed out the matter to the Department (January 2011) and the
Government (May 2011). The Government replied (October 2011) that the
assessee followed accrual basis of accounting and based on Accounting
Standard (AS) 9, revenue should be recognized to the extent expected to be
realized. It was also stated that the amount of ¥ 2.17 crore represents a
prudent estimate arising out of DEPB which was treated as income recognized,
as required by AS 12 and corresponding debit has been made in 'miscellanecus
receivable’ account. The reply is not acceptable as the 'other income as
furnished in the accounts at the time of audit by the assessee specifically
includes income out of sale of DEPB licenses. We have not received further _
information (December 2011).

® (CTO, special circle, Thiruvananthapuram; November 2009)

We noticed from the assessment records that a dealer in software did not
assess the sales tummover of licences amounting to ¥ 15.60 lakh for
2006-2007 and X 46.15 lakh for 2007-2008. This resulted in short levy of tax
and interest of ¥ 2.99 lakh

We pointed out the matter to the Department (November 2009) and
reported it to the Government (February 2011). The Government replied
(September 2011) that the assessments were completed based on audit
observation. We have not received further information (December 2011).

[CTO (WC & LT), Kottayam; September 2010]

Section 2 {xliv) of KVAT Act, 2003 provides that “sale price” means the
amount of valuable consideration received or receivable by a dealer for the sale
of any goods inclusive of any sam charged for anything done by the dealer in
respect of the goads or service at the time of or before delivery there of. The
Hon'ble Supreme Court* held that expenditure incurred by the seller on freight
would become part of the amount for which the goods are sold to the buyer and
would fall within the scope of “mirnover”. Sale of manufacture goods to Kerala
State Electricity Board (KSEB) is taxable at four per cent from April 2008.

* 34 VST 273 (5.
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We noticed from the assessment records that works contractor supplying
poles to KSEB at specified locations did not assess tax on transportation charge
amounting to ¥ 19.72 lakh ¥ 25.20 lakh and X 10.14 lakh received during
2006-2007, 2007-2008 and 2008-2009 respectively, This resulted in short levy
of tax, cess and interest of X 7.96 lakh. '

We pointed out the matter to Department (September 2010) and to the
Government (April 2011). The Government stated (August 2011) that the audit
objection is sustainable and the AA created additional demand as per order
dated March 2011. We have not received further information (December 2011).

(CTO, special circle, Malappuram; February 2009)

The KVAT Act stipulates that motor vehicles used for a minimum period
of fifteen months subsequent to registration under Motor Vehicles Act, 1988
are used vehicles and are taxable at four per cent. All other motor vehicles are
taxable at the rate of 12.5 per cent.

We noticed from assessment records that dealer in motor vehicles did not
assess tax on the sales turnover of demo vehicles ¥ 7.99 lakk and X 34.98 lakh
for the year 2005-2006 and 2006-2007 respectively. This resulted in short levy
of tax and interest of ¥ 7.09 lakh.

We pointed out the matter to Department in February 2009. The
Department stated that the demo vehicles were purchased within the State and
sold as used vehicles and as the sale price was less than purchase price no tax
was levied, The reply is not tenable as the vehicles sold were not registered
under the Motor Vehicles Act and setting of purchase price from sale price is
against the provisions of the KVAT Act. The case was reported to the
Government December 2010. We have not received further information
{December 2011).

(CTO, Vadakara; August 2010)

The Departmental procedures prescribes, inter alia, internal and external
surveys on a regular basis for collecting necessary data for enabling the
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assessing authorities to make proper assessments. Internal survey consist of
gathering useful information from records of the assessing officers, whereas
external survey consists of collection of necessary details from publications,
reports, registers of other Departments. Every dealer who import goods shall be
liable to pay tax on his sales irrespective of the turnover.

We noticed from the assessment records that an assessee included in his
accounts import purchase of flooring material for ¥ 1.36 crore and
¥ 62,78 lakh during 2008-2009 and 2007-2008 respectively. We found that
as per customs records his import purchase during these years were
¥ 1.56 crore and X 74.08 lakh respectively. Failure to assess sales turnover
corresponding io understated purchase turnover resulted in short levy of tax
and interest of X 5.07 lakh.

We pointed out the matter to the Department in September 2010 and
reported to the Government in January 2011. The Department stated that the
details of import was not available and the matter would be examined. We
have not received further information (December 2011).

(CTQ, Kodungallur; December 2010)

We noticed from the assessment records that an assessee included in his
accounts import purchase of flooring materials for ¥ 90.67 lakh during the year
2008-2009. We found that as per customs records his import purchase during the
year was ¥ 1.05 crore, Failure to conduct external surveys to verify purchase
rurnover resulted in short levy of tax, interest and penal interest of ¥ 2.91 lakh.

We pointed out the matter to the Department in January 2011 and reported to
the Government (May 2011). We have not received further infermation (December 2011),

(CTO, second circle, Thiruvananthapuram; March 2010)

Section 6 (1) (f) of the KVAT Act, 2003 provides that in the case of transfer
of goods involved in execution of works contract, where the transfer is not in the
form of goods, but in some other form the liability to pay tax shall be 12.5 per cent.

‘We noticed from the monthly returns that an assessee engaged in fabrication
and installation of machinery had a turnover of X 70.10 lakh for the year
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2007-2008. We however, noticed that the assessee disclosed a turnover of
¥ 3890 lakh only in his annual return, resulting in escapement of turnover.
Further, the taxable turnover was assessed at four per cent. This was not correct as
the turnover relates to works contract not in the form of goods, and hence the
transfer value of materials amounting to ¥ 49.07 lakh is liable to be assessed at
12.5 percent. These defects resulted in short levy of tax, interest and penalty
of ¥ 4.58 lakh.

We pointed out the Department (March 2010) and the Government
(February 2011). The Government stated (September 2011) that the assessment
was revised and demand of I 4.58 lakh created. We have not received further
information (December 2011).

Audit paragraph 2.14.7 contained in the Report of C & AG of India for the
year ended 31st March 2011 (RR).

Notes fuomnished by Govt on the above audit paragraph is included as
Appendix IL.

65. Regarding a case in CTO (WC&LT), Alappuzha, the Committee was
informed that an amount of X 20.94 lakh had to be collected.

66, The witness submitted that in a case in CTO (WC), Malappuram the
additional demand was collected.

67. Regarding a case in CTO Special Circle 1, Ernakulam, the Commissioner
of Commercial Taxes apologized for furnishing the wrong reply that warranty
charges were already included in the total tumover. He continued that recently on
verification of records, it was realised that warranty charge was not included in the
total turnover. The Committee expressed its anguish aver the lackadaisical attitude
of the department in furnishing RMT without having any scrutiny and directed to
revise the assessment considering the warranty charge too.

68. When enquired whether arrear had been collected from the dealer in
home appliances in CTQ 3rd Circle, Thiruvananthapuram, the Commissioner of
Commercial Taxes submitted that the Hon'ble High Court quashed the order of
revised assessment and directed to assess it afresh.
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69. Regarding the case of a dealer in software in CTO, Thirurangadi , the
CCT informed that being an interstate sale, it should have been assessed under
Central Sales Tax. But it was calculated as per the provisions of KVAT by mistake.
At present the case has been remanded by the Tribunal.

70. The Committee directed the Taxes Department that the turnover relating
to DEPB should be assessed.

71. In this regard the CCT deposed that the assessee had obtained conditional
stay on payment of 30% of the iotal balance due.

72. The Committee directed the Taxes Department to delete the words ‘Hence
there is not short levy in this case’ from the RMT note furnished by the department
and wanted to revise the assessment as the deparmment concede the contention of
the Accountant General.

73. The CCT informed that direction had been issued to reassess the case of
the assessee in the CTO, Kodungalloor as pointed out by Audit,
The Committee reprimanded the Taxes Departrnent for furnishing inaccurate
statements and exhorted the department that it should confirm the accuracy of the
reply before submitting it to the Committee,

74, With regard to an assessee engaged in fabrication and installation of
machinery in CTO, second circle, Thiuvananthapuram, the witness submitted that
the amount was collected completely,

Conclusion/Recommendation

75. The Committee warns the Taxes Department in furnishing RMT without
having scrutiny and directs to re-assess the tax regarding the case of CTO special
circle I Ernakulam considering the warranty charges too.

76. The committee directs the Taxes Department that the turnover relating to
Dauty Entitlement Pass Book (DEPB) license tax should be assessed,

- 77. The Committee rejected the department’s stand that there was no short
levy in this case and insists to revise the assessment.

3172007
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78. The Committee reprimands the Taxes Department for the negligence on the
part of the officials in furnishing inaccurate RMT statements and warns the
department to confirm the accuracy of the reply before submitting it to the
committee, The Committee directs to re-assess the case of CTO Kodungalloer.

79. The Committee directs the Taxes Department to submit the latest position
of the cases which were under stay or re-assessed to it at the earliest.

AUDIT PARAGRAPH
Irregular claim of input tax credit
[CTO, Special Circle (Produce), Mattanchery; July 20101

Section 6 of the Kerala Finance Act 2008 provided for levy of one per cent
social security cess from 1st April 2008, on tax payable under the KVAT Act on
commodities other than declared goods. Section 6 (5) of the Act stipulates that
the provisions regarding assessment, input tax credit, special rebate and recovery in
the KVAT Act, 2003 shall mutatis mutandis apply to the cess also. Therefore goods'
not eligible for ITC, are not eligible for credit of cess also.

We noticed from the assessment records that an assesee did not avail ITC of
¥ 20.53 crore on purchase of rubber valued at T 513.13 crore during
2008-2009, as the goods were transferred to other States. However, the assesee
availed credit of corresponding cess amounting to I 20.53 lakh. Besides, the
assesee availed credit of ¥ 12.09 lakh as excess cess brought forward from the
previous return period. As cess was introduced from April 2008, there could not be
any carry forward of cess from 2007-2008. These mistakes resulted in short levy
of cess of ¥ 32.62 lakh. -

We pointed out this issue to the Department in July 2010 and the Government
(May 2011). The Government slatéd {October 2011) that the AA issued notice and
the dealer paid an amount I 9.76 lakh being cess, interest and penal interest.
‘We have not received further information{December 2011).



51

(CTO,Special Circle, Mattancherry; September 2010)

Notification issued in March 2005 under the KVAT Act provides that
building material and fixures used in construction activities are outside the
purview of capital goods and are not eligible for input tax credit,

We noticed from the assessment records that the AA did not disallow the
input tax credit availed by an assesee during 2008-2009 which related to
purchase of building material used for construction purpose, resulting in short
remittance of tax and interest of ¥ 12.10 lakh.

We pointed out the matter to the Department in October 2010 and the
Government (May 2011). We have not received further information
(December 2011),

[CTO, Special Circle, (Produce), Mattancherry; June 2010)

The KVAT Act provides that the input tax credit availed in respect of tax
paid on purchase of goods which are used subsequently for any purpose other
than resale or manufacture of taxable goods or execution of works contract of
use as container or packing materials of taxable goods within the State shall be
assessed as reverse tax, The reverse tax so determined shall be deemed to be an
amount due under the Act,

We noticed from the assessment records that the AA did not reverse the
input tax credit of ¥ 8.23 lakh claimed by a dealer during 2008-20009, being the
tax paid on purchase of goods like cleaning powder, fire extinguisher, soap, iron
products etc. which were used for purpose other than resale or manufacture of
taxable goods etc. This resulted in short assessment of tax of ¥ 8.23 lakh.

We pointed out the matter to the Department in August 2010 and reported
to the Government (May 2011). The Department stated (August 2010) that
goods were purchased in the course of a continuing business and that it is not
remaining unused or unsold and hence reverse tax will not apply.

The reply is not acceptable as the items pointed out by audit were not used
for resale or manufacture of taxable goods and hence would attract reverse tax.
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(CTO, Special Circle, Kannur; August 2010)

~ Section 11 (5) (e) of the KVAT Act stipulates that no input tax credit shall
be allowed on purchase of goods used in manufacture, processing and packing of
goods mentioned in Schedule 1.. The input tax credit already availed of in
respect of such goods shall be assessed as reverse tax.

We noticed from the assessment records that a manufacturer availed input tax
credit for the year 2008-2009 on raw materials used in production of Schedule I
goods. The input tax credit availed was not assessed as reverse tax. This resulted
in short levy of tax and interest of ¥ 3.00 lakh.

We pointed out the matter to the Department (October 2010) and the
Department stated in December 2010 that the assessment had been finalised under
Section 25 (1) creating an additional demand of ¥ 3.91 lakh based on audit
objection.

The case was reported to the Government in February 2011, We have not
received further information (December 2011). :

[Audit paragraph 2.14.8 contained in the Report of C & AG of India for the
year ended 31st March 2011 (RR})].

Notes furnished by Government on the above audit paragraph is included as
Appendix 1l.

Regarding the audit observation that input tax credit should be disallowed in
the case of purchase of building material, the CCT submitted that owing to the
mechanical process carrying out in plants, they bought bricks, coolers and wooden
parts to reduce heat and claiming IPT for those products was irregular. As bricks
was coming under the commodity group-cement products, all were entered under
that category in the returns, The Committee accepted the explanation.

Regarding non-reversal of ITC by a dealer in CTO, Special Circle (Produce},
Mattanchery, the Committee was informed that all items were verified as per the
direction of AG and accordingly the amount was revised to X 0.65 lakh.

The CCT apprised that as per the direction of DC Appeal, penalty was
deleted and the balance amount of ¥ 3.18 lakh was collected.
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Conclusion/Recommendation
No remarks.
AUDIT PARAGRAPH
Trregular Excemption
[CTO, (WC), Palakkad; October 2009]

Section 8 of the KVAT Act stipulates that any works contractor, may at his
option instead of paying tax in accordance with the provisions of Section 6 of the
said Act, pay tax at four per cent of the whole contract amount received during
2007-2008 and at three per cent during 2008-2009. The Act also provided that an
assessing authority can proceed to determine, to the best of his judgement, the
turnover which has escaped assessment to tax and assess the tax payable thereon.

We noticed from the assessment records that an assesee who is engaged in
works contract of building flats did not assess tax on whole contract amounts of
¥ 12.02 crore while paying tax under Section 8 for the year 2007-2008.
The assesee deducted T 5.31 crore from the whole contract amount stating that
the amount represented value of land. This was not correct as the assesee was
liable to pay tax on the whole contract amount. The AA did not detect the mistake
and revise the assessment under Section 25 (1). This resulted in short levy of tax
and interest of ¥ 24.87 lakh.

We pointed out the matter to the Department. The Department stated in
August 2010 that assessment was revised with an additional demand of
T 26.57 lakh. We reported the case to the Government in January 2011. We have
not received further information (December 2011).

[CTO, (WC& LT), Kottayam; August 2010]

‘We observed from the assessment records that two works contractors who
opted io pay tax at the compounded rate of three per cent claimed exemptions
under Rule 10 on account of labour etc. of ¥ 2.14 cxore during 2008-2009. Asno
exemptions under the compounding is permissible, the irregular exemption
resulted in short levy of tax and interest of X 7.44 lakh.
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We pointed out the matter to the Department (August 2010) and the
Government (May 2011). The AA stated (December 2010) and action was initiated
to realize the short levy. We have not received further information (December 2011).

{CTO, Chathannur; July 2009)

Iten 67 (6) of the notified list of goods under the KVAT Act provides that
bodies of motor vehicles are taxable at the rate of 12.5 per cent. Blacksmith
products of units approved by Khadi and Village Industries are exempted from tax.

We noticed from the assessment records that a Khadi and Village Industries
unit sold tipper hodies of Mahindra and Tata for ¥ 1.14 crore during 2007-2008.
The assessee paid tax on sales turmnover of tipper bodies up to September 2007 at _
four per cent. From October 2007 the assessee claimed exempticn treating tipper
body as product of blaksmiths,” approved by Khadi and Village Industries.
However, Mahindra and Tata bodies built by the unit would not come under
products of blacksmiths. Failure to assess tax at the correct rate of 12.5 per cent
resulted in short levy of tax and interest of ¥ 13.83 lakh.

We pointed out the case to the Department in July 2009 and Government in
December 2009. The Government stated in July 2010 that the assessment was
completed demanding tax and interest of ¥ 16.21 lakh. We have not received
further information (December 2011).

(CTO, First Circle, Tripunithura; March 2009)

Section 2(Iv) of the KVAT Act provides that works contract includes any
agreement for carrying out for cash or for deferred payment or other valuable
consideration the construction, fitting out, improvement, repair, manufacture,
processing, fabrication, erection, installation, modification or commissioning of
any movable or immovable property. Further where the labour cost involved in
works contract is not ascertained, the taxable turnover shall be arrived at after
deducting labour chargers as provided in the table to Rule 10 (2).

We noticed from the assessment records that a dealer engaged in the
manufacture of plastic moulded components considered receipts on works contract
of ¥ 39.60 lakh and T 38.44 lakh during 2005-2006 and 2006-2007 as labour
charges even though goods were used in the above works. The AA did not detect
this which resulted in short levy tax of X 7.32 lakh.
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We pointed out the matter to the Department in March 2009 and to the
Government in January 2010. The Government stated in March 2010 that the
assessment had been revised creating an additional demand of X 8.75 lakh. We
have not received further information (December 2011}). '

Audit paragraph 2.14.9 contained in the Report of C & AG of India for the
year ended 31st March 2011 (RR). Notes furnished by Government on the above
audit paragraph is included as Appendix II

80. The Committee was informed that the file relating to the case of an
assessee engaged in works contract of building flats has been under consideration
of Law Department. With regard to the case of M/s South India Foundation, an
official from the Office of the Accountant General interfered to inform that there
was a variation of about ¥ 1 crore between the figures of AG and the department,
the CCT assured to re-examine the matter.

81. The CCT submitted that the appeal filed by the assessee was disposed.
But the case was pending since they claimed an exemption stating that the unit was
recognized by Khadi and Village Industries Commission as a blacksmithing unit.

82. To a query, the Joint Commissioner, Commissionerate of Commercial
Taxes submitted that the assessee had remitted < 3.54 lakh after vacating the stay.
Accordingly assessment was modified. He continued that on re-assessment the
demand was ni} since it was a labour contract. Hence the amount remitted became
excess. In this regard an official from the Office of the Accountant General
pointed out that as per the assessment records, the dealer was engaped in the
manufacture of plastic moulded components and that indicates the classification as
labour contract as incorrect. The Committee directed the department to verify the
agreements and work schedule and ascertain whether the contract was only for
work or for labour.

Conclusion/Reco_mmendation

83. The Committee directs the department to ascertain whether the
contract was only for labour or for works in the case of a dealer engaged in
the manufacture of plastic moulded components.
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AUDIT PARAGRAPH
Short/Non-assessment of CST
{CTO (WC), Emakulam; February 2010]

Section 7 {5) of the CST Act, 1956 stipulates that a registered dealer may
apply not later than six months before the end of a year for the cancellation of
registration, and the authority shall, unless the dealer of liable to pay tax under
this Act, cancel the registration accordingly. The cancellation shall take effect
from end of the year.

We noticed from the assessment records that the AA accepted the
application for cancellation of CST registration filed by a dealer in June 2005.
The assesee opted for compounding and assessed contract receipt of
¥ 6.67 crore for the year 2005-2006 to tax at two per cent plus purchase tax.
As the cancellation of CST registration takes effect or from the ends of year, the
assesee was laible to four per cent tax for the entire year (2005-2006). Further,
the assessee had not paid the tax assessed and admitted full and the AA did not
initiative action to collect the balance tax.

Hence, interest under, Section 31 (5) read with Rule 31{6) of KVAT Act
and Rule of ¥ 6.10 lakh is leviable. Total short remittance works out to
X 19.65 lakh.

We pointed out the matter to the Department in March 2010 and report to
Government in June 2010. The Government stated in December 2010 that the
assessment was revised in April 2010 assessing tax at compound rate of four
per cent. We have not received further information from the Government
(Dacember 2011)

(CTQO, Special circle, Mattancherry at Aluva; August 2010)

The CST Act provides that interstate sales fumover covered by C form
shall be taxed at the rate of three per cent from April 2007 to May 2008 and at
two per cent thereafter.
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We noticed from the monthly returns that a dealer assessed tax on interstate
sales turnover of power tiller for ¥ 13.37 crore pertaining to April and May
2008 at the rate of two per cent instead of correct rate of three per cent.
This resulted in short levy of tax and interest of T 15,51 lakh,

We pointed ocut the matter to the Department in Qctober 2010.
The Department replied that the assesee, a public limited company, had enjoyed
concessional rate till March 2005 and it had applied for similar concession and was
awaiting Government orders. The reply is not tenable as tax is payable as per
extant provisions till concessions are permiited, We reported the case to the
Government in May 2011. We have not received further information {December 2011)

(CTO, Special Circle, Alappuzha; June 2010)

Section 8 (2) (b) of Central Sales Tax Act, 1956 provides that the tax payable
by any dealer on his turnover in so far as the turnover or any part thereof related to
the sale of goods in the course of interstate trade or commerce not falling within
sub section (1), shall be calculated at the rate applicable to the sale or purchase of
goods inside the appropriate stalte. Electrical goods come under entry 33 of the
notified list of goods taxable at the rate of 12.5 per cent,

We noticed from the assessment order that the AA assessed tax on interstate
sales trnover of electrical goods of dealer for ¥ 4.73 crore not covered by
declaration in form C for the year 2007-2008 at 10 per cent instead of at the correct
rate of 12.5 percent. This resulted in short levy of tax and interest of
X 14.89 lakh,

We pointed out the matter to the Department (June 2010) and to the
Government (January 2011) the Government stated (July 2011) that the assessment
was revised based on the audit observation, demand notice issued, and amount
advised for Revenue Recovery. We have not received fusther information

(December 2011).
3172017,
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(CTO, Special Circle, Alappuzha; June 2010)

By an amendment to Central Sales Tax Act, Government had withdrawn
concessional rate of tax on interstate sale of goods to Government Departments
granted on production of Form D with effect from April 2007 and the goods are
liable to tax at the rate mentioned in the schedules to the KVAT Act. Sales to
Railways is taxable at four per cent.

We noticed from the assessment records that the AA did not assess tax on
sales turnover of electrical goods for ¥ 2.09 crore, while finalizing the assessment
for the year 2007-2008. The sales were effected to Railways and the turnover was
covered by declaration in Form D. As the concessional rate of tax on the basis of
declaration in Form D was withdrawn from April 2007, the assessee was liable to
pay tax at four per cent applicable to Railways. This resulted in short levy of tax
and interest of ¥ 10.52 lakh.

We pointed out the matter to the Department (June 2010) and reported to the
Government (January 2011), the Government stated (July 2011} that the
assessment was revised based on audit observation assessing the turnover at the
rate of 12.5 per cent with interest. We have not received further information
{December 2011).

(CTQ, Special Circle, Alappuzha; June 2010)

Central Sales Tax Act, stipulates that interstate sales turnover supported by
valid declaration in Form C is taxable at the concessional rate of -three per cent
during 2007-2008,

We noticed from the assessment records of 2007-2008 that the AA, while
finalizing the assessment of an aseessee, did not assess tax at the rate of
three per cent on interstate sales turnover of electrical goods for
¥ 1.98 crore covered by declaratioits in Form C for the year. This resulted in short
levy of tax and interest of X 7.50 lakh.

We pointed out the matter to the Department (June 2010) and to the
Government (January 2011). The Government stated (July 2011) that the
assessment was revised assessing the tumowver at the rate of three per cent.
We have not received further information (December 2011).
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(CTO, Special circle, Mattancherry; August 2010).

The CST Act provides for assessment and collection of interest in respect of
delayed payment of tax due under the Act at the rate applicable to tax due under
the State Act, as if tax and interest payable under CST Act were a tax and interest
under such sales tax law. The KGST Act provides for levy of interest on
defaulted payment of tax at the rate of one per cent for the first three months and
two per cent per month thereafter,

We noticed from the assessment records that while completing (July 2607)
the CST assessment for the year 1995-1996 the AA levied interest on belated
payment of tax due at one per cent instead of 23 per cent for the period from
November 1999 to December 2000, resulting in short levy of interest of
X 5.49 lakh.

We pointed out this case to the Department (August 2010) and to the
Government (May 2011). We have not received further information
(December 2011)

[Audit paragraph 2.4.1Q contained in the Report of C & AG of India for the
year ended 31st March 2011 (RR):]

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

84. The Joint Commissioner, CCT submitted that the case in CTQ (WC),
Ernakulam was pending with RR proceedings, and the case in CTO special circle
Mattancherry, out of the total demand of X 5,48,000, no amount could be
collected yet.

85. The Committee was informed that entire C-Form had been produced by
the dealer in CTO, Spedial Circle, Mattancherry, mentioned by Audit and no dues
left. Also the three cases mentioned by Audit were in connection with Alind
Industries, Mannar. These were included in BIFR and tax up to 2013-2014 was
paid by the firm.

Conclusion/Reccommention

No remarks
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AUDIT PARAGRAPH
Incorrect carry forward of input tax.
(CTO, Special circle, Malappuram; March 2009)

Rule 16 of the KVAT Rules provides that the net tax payable by a registered
dealer for a return period shall be the amount arrived at after deducting the input
tax under Section 11 and special rebate under section 12 from the sum of the output
tax, tax on the purchase under Section 6 (2) and reverse tax under Section 11 (7).
There is no provision to adjust the excess credit available under the KGST Act
against output tax.

We noticed from the assessment records that an assesee included
X 30.14 lakh stated to be due to him under the KGST Act in the input tax credit
claim for the year 2005-2006. Afier disallowing the incorrect input tax credit of
X 30.14 lakh the assesee was liable to pay tax of ¥ 12,55 lakh which was not
demanded. This resulted in short levy of tax and interest of T 16.81 lakh,

We pointed out the matter to the Department in April 2009 and to the’
Government (May 2011). The Department stated (April 2010) that the assessment
of the dealer for 2005-2006 was completed in February 2010 creating an additional
demand of I 16.81 lakh. We have not received further information (December 2011).

* (CTO, special circle, Malappuram; march 20093)

We noticed from the assessment records that the total input tax credit of an
assesee for 2005-2006 included T 8.46 lakh being excess carry forwarded of
credits from 2000-2001 and 2001-2002. The incosrect carry forward of credit
against output tax resulted in short assessment of VAT and interest of ¥ 5.48 lakh.

We pointed out the matter to the Department (March 2009) and to the
Govemnment (March 2011). The Government stated (Aupust 2011) that the AA
completed the assessment (February 2010) and the short levy pointed out was
made goed. Collection particulars are awaited (December 2011).
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AUDIT PARAGRAPH
Misclassification of goods
(CTO, Chittur, August 2009)

As per Eniry 105 (28) of the third schedule to the KVAT Act, readymade
garments are taxable at the rate of four per cent.

We noticed from the assessment records that a dealer in readymade garments
assessed taxable turnover of T 0.74 lakh and ¥ 0.83 lakh and non taxable
wrnover of fabrics for T 1.06 crore and ¥ 98.55 lakh in the annual returns for the
years 2006-2007 and 2007-2008 respectively. However, we noticed that in the
audited accounts the assessee had disclosed the cost of goods manufactured as
X 1.07 crore and T 92.69 lakh and the sale of finished goods as ¥ 1.10 crore and
T 99.38 lakh for the years 2006-2007 and 2007-2008 respectively. As such the
assessee is liable to pay tax on the sale of finished goods disclosed in the annual
accounts. The AA did not detect the misclassification of sale of finished
(readymade) garments as fabrics which resulted in short levy of tax and interest of
¥ 10.06 lakh.

We pointed out the matter to the Department in September 2009. The
Department stated in January 2010 that the assessment was revised with an
additional demand of ¥ 8.26 lakh. We reported the case to the Government in
February 2011. We have not received further information {December 2011).

AUDIT PARAGHAPH
Loss due to delay in collection of cheques
(CTO, Manjeri; August 2008)

Rule 98 (1) of the KVAT Act stipulates that where any payment by Cheque or
demand draft is permitted by these rules, the cheque or demand draft shall be of a
bank or branch of a bank, which is a member of the clearing house, situated in the
headquarters of the authority before whom it is presented.

We noticed from the assessment records that a dealer in vehicles, paid tax by
way of cheques drawn on a bank at Kottayam during the year 2005-2006. Delay of
18 to 95 days occarred in crediting the amounts to Government account. This
resulted in loss of interest of X 8.66 lakh.
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We pointed out the case to the Department in October 2008. The matter was
reported to the Government in December 2008. The Government stated {November
2009} that the assessment was completed demanding tax and imerest of
T 12.40 lakh. We have not received further information (December 2011).

AUDIT PARAGRAPH
Short levy due to mistake in computation
(CTO,Special Circle, Kottayam; January 2009)

KVAT Act, stipulates that centrifugal latex and skim crepe are taxabie at the
rate of four per cent.

We noticed from the assessment records that an assessee incorrectly
computed four per cent tax on sale turnover of X 20.87 crore as I 76.57 lakh
instead of as ¥ 83.50 lakh during the period 2006-2007. Besides, the assessee
availed an excess input Tax credit of X 1.25 lakh. These resulted in short levy of
tax of ¥ 8.18 lakh,

We pointed out the matter to the Department in January 2009 and to the
Government in December 2010. We have not received their reply {December 2011)

(CTQ, Special circle 111, Ernakulam; June 2010)

Section 6 (1) of the Kerala Finance Act, 2008 provides that there shall be
levied and collected from dealers a cess at the rate of one per cent on the tax
payable by them under Section 6 and 8 of the KVAT Act.

We noticed from the assessment records that AA incorrect, calculated the cess
at 0.1 per cent of tax of T 6.99 crore related to 2008-2005. The Short levy worked
out to X 6.98 lakh.

We pointed out the matter to Department (June 2010) and o the Gevernment
(April 2011). The Governinent stated (July 2011) that the AA rectified the mistake
under Section 66 (1) of the Act and an order was served to the dealer to recover the
short levy. We have not received further information (December 2011).
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Short levy due to incorrect compounding
(CTO, Special circle 1T Kozhikode, December 2010)

Section 8 (f) of the KVAT Act, 2003 provides that any dealer in ornaments or
wares or articles of gold, silver or platinum group metals including diamond imay at
his option, instead of paying tax in respect if such goods in accordance with the
provisions of section 6, pay tax at one hundred and fifty per cent, in case their
annual turnover for the above goods for the preceding year exceeded X one crore,
of the highest tax payable by him as conceded in the return or accounts, or tax paid
by him under this Act, whichever is higher, for a year during any of the three

consecutive years preceding that to which such options relates.

We noticed from the assessment records that a dealer in jewellery remitted
compounded tax of ¥ 9.21 lakh for the year 2008-2009 being 150 per cent of the
tax for 2006-2007. The tax for 2006-2007 was revised to X 10.96 lakh in
January 2010. However, the compounded tax for 2008-2008 was not
correspondingly revised, which resulted in short levy of tax of X 7.30 lakh.

We pointed out the matter to the Department (January 2011) and to the
Government (May 2011). The Government stated (October 2011) that the
assessment was re-opened and revised (February 2011). We have not received
further information {December 2011).

(CTO, Special Circle, Kannur; August 2011)

We noticed from the assessment records that a dealer in jewellery was
permitted to pay compounded tax of ¥ 1.52 crore for the year 2008-2009 instead
of ¥ 1.58 crore . Incorrect determination of compounded tax resulted in short levy
of tax of ¥ 6.09 lakh.

We pointed out the matter to the Department in October 2010 and reported to
the Government in December 2010. The Department stated (April 2011) that the
assessment had been revised creating an additional demand of X 7.12 lakh and the
assessee remitted the amount along with interest (October 2011).



64

[CTO {(WC), Thiruvananthapuram; March 2010]

Works contractors undertaking electrical work were not permitted to opt for
payment of compounded tax under section 8 (a) (i) of the Act as it stood prior to
April 2008.

We noticed from the assessment records that an assessee engaged in electrical
works during 2007-2008 opted to pay tax at the compounded rate of four per cent -
instead of assessing tax under section 6 (1) at the rate of 12.5 per cent on a taxable
turnover of T 59.86 lakh. This resulted in short levy of tax and interest to the tune
of T 5.52 lakh.

We pointed out the matter to the Department in March 2010 and to the
Govermnment in December 2010. The Department stated in November 2010 that the
assessment was revised creating an additional demand of ¥ 5.79 lakh. We have not
received further information (December 2011)

Audit Paragraph 2.14.11-2,14.15 contained in the Report of C&AG of India
for the year ended 31st March 2011 (RR).

Notes furnished by Government on the above audit paragraph are included as
Appendix IL

86. The Joint Commissioner, CCT submitted that the case in CTO, Special
Circle, Malappuram was pending under RR proceedings.

87. The Joint Commissioner, CCT apprised that the dealer in ready-made
garment in Chittar had remitted X 1,03,000 out of the total dues of T 1.93 lakh and
an amount of X 90,000 was pending.

88. To a query of the Cormittee, the CCT replied that Court had quashed the
order insisting to levy interest in the case in CTQ, Manjeri.

89. The Joint Commissioner, CCT apprised that the additional demand
created was collected in the case of CTO, Special Circle, Kottayam.

90. The CCT subinitted that the amount had been collected in two instalments
of ¥ 1 lakh and ¥ 87,211,
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Conclusion / Recommendation
No Remarks
AUDIT PARAGRAPH
Sales Tax.
Incorrect allowance of concessional rate of tax,
(CTQ, Special Circle 11, Ernakulam; November 2010).

(Government by a notification issued in December 1999 had reduced the rate
of tax on the sale of goods for use in generation and distributior of power to power
generating undertakings in the joint sector, with capacity of abave 25 kilo watts, to
four per cent. Government of India in their guidelines on the formation and
functioning of joint sector has stipulated certain conditions which include
. minimum 26 per cent equity ownership by the State Industrial Development
Corporations (SIDCs) of Government. Further no private pariner can hold equity
capital more than the SIDCs and no large Industrial House or foreign majority
_'company can have any hoiding at all in the projects promoted by SIDCs except
with the prior permissicn of the Central Government.

We noticed from the assessment order that the while finalising the assessment
of an oil company for the year 2000-2001 to 2004-2005 and another company for
the years 2001-2002 to 2003-2004 between March 2008 and
March 2010, sale of petroleum products to two power generating companies wese
assessed to tax at concessional rate of four per cent applicable to undertakings in
the joint secior. However these undertakings do not qualify as join sector
undertakings as they did not meet the equity ownership criteria specified by
Government of India. Incorrect grant of concessional rate of tax resulted in short
levy of tax of ¥ 42.46 crore.

When we pointed out the case to the Department in November 2010, the AA
stated that the cases in respect of Naphtha and HSD would be examined and
remarked that rate of tax applicable to LSHS is 20 per cent as per a reduction
notification of October 2000. The reply in respect of LSHS is not relevant as the
reduced rate was effective only upte 31 March 2002 and the same was consider for

3172017,



65

computing short levy up to 2001-2002. Rate of tax for LSHS from 3 April 2002
was 30 per cent as per a notification of April 2002, Thus the rate of tax on LSHS
taken in audit was correct.

We reported the case to the Government in May 2011. We have not received
further information (December 2011).

(CTO, Special Circle II, Ernakulam; November 201 0)

Serial No. 98 of Schedule I1I to KVAT Act provides for levy of tax at four.
per cent on sale of petroleum products covered under the Act to KSEB, NTPC and
other power generating undertakings in the joint sector. The Government of India
issued guidelines (February 1973) stipulating conditions to be fulfilled to qualify
as a joint sector undertaking, These included minimum 26 per cent equity
ownership by the State Industrial Development Corporations (SIDCs) and holding
of not more than 25 per cent share by private pariner without prior approval of the
Central Government. Under KVAT Act, Low Sulphur Heavy Stock (LSHS), a
petroleurn product, was taxable at the rate of 12.5 per cent (5l. No. 58).

We noticed from the assessment records that a petroleum company assessed
tax on sale of LSHS for  2.84 crore and ¥ 14.83 crore during 2005-2006 and
2007-2008 respectively to a power generating unit, BSES Kerala Power Ltd., at
concessional rate of four per cent applicable to undertakings in the joint sector.
However, BSES Kerala Power Ltd., does not qualify as a joint sector undertaking
as it did not meet the equity ownership criteria specified by Government of India.
The application of incorrect rate of tax resulted in short remittance of tax of
T 1.50 crore and interest of T 53.75 lakh.

When we pointed out the case to the Department in November 2010, the
Department stated that the genuiness of the Form 41" would be examined on the
basis of assessment under Section 24 or 25 of the Act. The reply is not correct as
all assessments are not taken up under Section 24 or 25. Further the assessment for
2005-2006 was revised under Sections 25 and the AA did mot detect the above
omission.

*«  Declaration form for concessional rate of tax for purchase of petroleum product by power
generating public sector undertaking.
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The case was reported to Government. We have not received any further
information (December 2011}.

(CTO, Special Circle II, Emakulam; November 2010).

Government by a notification issued on 4th January 2001 under the KGST
Act, reduced the rate of tax on the sale of bitumen to State and Central Government
Departments to four per cent. The reduction was extended for sale to local bodies
also with effect from i1 April 2003. Bitumen was taxable at 24 per cent during
2001-2002 and 30 per cent thereafter. '

We noticed from the assessment orders that, while finalizing the assessment
of four petroleum companies, wrnover of bitumen sold to local bodies prior to
11 April 2003 and to the State Farming Corporation during 2004-2005 were
assessed to tax at four per cent applicable to Government Department. Incorrect
grant of concession resulted in short levy of tax of X 80.07 lakh.

We pointed out the matter to the Department (November 2010) and to the
Government (April 2011). We have not received further reply (December 2011).

Non — forfeiture of illegal collection of tax
(CTO, Special Circle II; Ernakulam, November 2010)

The KGST Act, provides that any sum collected by way of tax against the
provision of the Act should be forfeited to the Government. The Government of
India wide notification in November 2002, exempted from the levy of all taxes and
duties in India, fuels and lubricants filled into receptacles forming part of any
aircraft registered in any other country and operating intermational air services to
and from India, with effect from 23 November 2002.

We noticed from assessment records that the AA did not forfeit to
Government an amount of ¥ 1.89 crore being tax illegally collected an oil
company in respect Aviation Turbine Fuel sold international aircraft from 23rd
November 2002 to 15th January 2003.
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We pointed out the matter to the Department in January 2011 and to the

Government (May 2011). We have not received further information (December
2011).

Turnover escaping assessment
(CTO, Special Circle II, Emakulam; November 2010)

A notification issued (December 1999) under KGST Act provided for
reduced rate of tax of four per cent on sales turnover of goods for use in generation
and distribution of power to National Thermal Power Corporation (NTPQC)
provided a certificate in Annexure I to the notification was produced. The Act
empowers the assessing authority to assess to the best of his judgment the turnover
escaping assessment,

We observed from the assessment records of an oil company that it had in
2000-2001 returned turnover naphtha taxable at the concession rate of four per cent
as X 539.09 crore against T 550.38 crore as revealed by the declaration furnished
by the purchaser. This resulted in escapement of turnover of T 11.28 crore and
consequent short levy of tax and interest of ¥ 1.16 crore.

We pointed out the matter to the Department in January 2011, The
Department accepted the matter (May 2011) and stated that action will be taken to
make good the loss. We reported the case to the Government (May 2011). We
have not received further information {December 2011).

(CTO, Special Circle, Mattancherry at Aluva; August 2010)

As per the KGST Act, sales turnover of Duty Entittlement Pass Book (DEPB)
was to be taxed at the rate of eight per cent under first schedule to the Act.

We noticed from the assessment records that while finalising the
assessments of a dealer for the period from 2000-2001 to 2002-2003, the AA
did not assess tax on sales turnover of DEPB for ¥ 41.29 lakh resulting in short
levy of tax, AST and interest of ¥ 8.27 lakh,

We pointed out the matter (October 2010) to the Department and
to the Government (May 2011). We have not received further information
{December 2011).
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Non — levy of tax
(CTO, Special Circle 11, Erakulam; November 2010)

Goods specified in the Fifth schedule are taxable at two points if the sale is to
a registered dealer under Section 5 (v) of KGST Act. Petroleum products were
under the Fifth Schedule during 1 and 2 April 2002 as amended wide
Finance Act, 2002. First point of levy being sale by an oil company to another oil
company was taxable at four per cent.

We noticed from the assessment records that while finalising the assessment
for the year 2002-2003 in December 2009 of an oil company, the AA did not assess
tax on turnover of first sale of petroleum product effected on 1 and 2 April 2002.
Short levy of tax and additional sales tax .on this accounts, on a proportionate
turnover of T 24.79 crore, worked out to X 1.14 crore.

We pointed out the matter to the Depamnent (November 2010} and the
Government (April 2011). We have not received further reply {December 2011).

Incorrect Compounding
(CTO, Second circle, Mattencherry; December 2010)

Section 7 of the Kerala Genera] Sales Tax Act, 1963, as amended from
July 2006, stipulates that any bar attached hotel not being a star hotel of and
above three star hotel, heritage hotel or club, may, at its option, pay turnover tax
on the tumover of foreign liquor calculated at one hundred and forty per cent of
the purchase value of such liquor or at one hundred and fifteen per cent of the
highest turover tax payable by it as conceded in the return or accounts or the
tarnover tax paid for any of the previous consecative three years,
whichever is higher.

We noticed from the assessment order that a bar attached hotel in
municipal corporation area, was assessed to compounded tax during 2006-2007
and 2007-2008 on the DBasis of 140 per cent of purchase value of liquor, even
though 115 per cent of tax paid /payable for the preceding years was higher
Incorrect determination of compoundeﬁ tax resulted in short levy of
T 19.39 lakh.
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We pointed out the matter to the Department (December 2010) and
reported it to the Government {(May 2011). The Government replied
(October 2011) that the assessments were completed base on the audit
observation (April 2011) and RR action initiated. We have received further
information (December 2011).

Incorrect grant of exemption
(CTO, Special Circle If, Emakulam; November 2010}

The Goods specified in the Fifth Schedule are taxable at two points unless
the sale is to a person other than a registered dealer. Petroleum products were
under the Fifth schedule during 1st and 2nd April 2002 as amended by the
Finance Act 2002. First point of levy was at the point of first sale by an oil
company to another oil company and second point of levy was at the point of
second sale by an oil company. Liquified petroleum gas was taxable at four per
cent and eight per cent at the first point and at the second point of sale
respectively.

We noticed from assessment records that while finalising the assessments
for the year 2002-2003 of three oil companies” in January 2010 the AA did not
assess tax on second sale of LPG. This included proportionate turnover of
1 and 2 April 2002 which was liable to be taxed at eight per cent. Incorrect grant
of exemption resulted in short levy tax of 15.75 lakh.

When we pointed out matter to the Department in November 2010, the AA
stated that action will be taken to make good the loss. We reported the case to
the Government in April 2011, We have not received further reply
(December 2011).

Non- assessment of additional sales tax
(CTO, Special Circle, Mattancherry at Aluva; Augusi 2010)

The KGST Act stipulates that the tax payable under Section 5 and Section
5 A shall be increased by an additional sales tax (AST) at the rate of 15 per cent
of the tax payable under the said section.

%  Bharmat Petroleum Corporation, Hindustan Petroleum Corporation Limited and Indian Oil
Corporation Limited,
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‘We noticed from the assessment order that the AA did not assess AST from
July 2003 in respect of an assessee, though the same was mentioned in the
assessment order (October 2010). This resulted in short levy of AST of
¥ 12.99 lakh.

We pointed out the matter to the Department (October 2010) and to the
Government (May 2011). The Government stated (October 2011) that the
assessment was revised (June 2011) rectifying the defect as pointed out by audit.
We have not received further information (December 2011).

Application of incorrect rate of tax
(CTO, Special Circle, Mauancherry, July 2009)

Entry 113 of schedule 1 to the KGST Act provides that HDPE sheets are
taxable at the rate of 12 per cent. '

We noticed from the assessment order that while finalising the assessment of
a dealer for the years 2003-2004 and 2004-2005, the AA assessed sales turnover of
HDPE Sheets used for covering autorikshaws, jeeps etc. at four per cent treating it
as packing materials against the correct rate of 12 per cent. Application of
incorrect rate of tax resulted in short levy of tax and interest of ¥ 12.13 lakh.

We pointed this out to the Department (September 2009) and to the
Government (December 2010). The Government stated (February 2011) that the
assessments for the year 2003-2004 and 2004-2005 were revised in Octaber 2010
creating an additional demand of ¥ 7.59 lakh and that the amount has been
advised for revenue recovery. Further reply has not been received
(December 2011).

(CTO, Special Circle 111, Emakulam; June 2010)

Non-stick Cookware and utensils are taxable at the rate of 12 per cent under
Schedule 1 of the KGST Act.
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We noticed from the assessment order that turnover assessed at the rate of
four per cent by the AA included sales turnover of non—stick cookware and utensils
amounting to X 37.85 lakh and ¥ 36.33 lakh respectively for the years 2003-2004
and 2004-2005. Application of incorrect rate of tax resulted in short levy of tax of
X 6.83 lakh and interest of X 4.87 lakh (total T 11.70 lakh)

We pointed out the matter to the Department (June 2010) and to the
Government (April 2011). The Government stated (September 2011) that the
assessments were reopenéd under section 17 D (2) of the Act and revised
(February 2011). We have not received further information (December 2011),

(CTO, Special Circle 111, Ernakulam; June 2010)

Canon Kinetiser (Hot Plate) comes under entry 54 (1} of Schedule I to the
KGST Act and is taxable at the rate of 12 per cent from F* April 2004.

We noticed from the assessment order that while completing the assessment
for the year 2004-2005 (July 2009) sales turnover of Canon Kinetiser (Hot Plate)
of T 1.50 crore was assessed to tax at the rate of eight per cent instead of correct
rate of 12 per cent. Application of incorrect rate of tax resulted in short levy of tax
and interest of ¥ 11.13 lakh.

We pointed out the matter- to the Department (June 2010) and to the
Government (April 2011). The Government stated (October 2011) that the
assessment was reopened and completed applying comrect rate of tax
(February 2011). We have not received further information (December 2011),

(CTO, first circle, Kollamm; QOctober 2010)

The KGST Act, 1963 stipulates that footwear of all kinds are taxable at the
rate of 12 per cent.

We noticed from the assessment orders that while completing
(February 2010} the assessment of a dealer in footwear for the years 2003-2004
and 2004-2005 tax was assessed at the rate of eight per cent instead of at
12 per cent on the turnover of X 21.18 lakh and X 25.42 lakh respectively. This
resulted in short levy of tax of ¥ 3.67 lakh,
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We pointed out the matter to the Department (November 2010) and to the
Government (May 2011). The Government stated (September 2011} that the
assessments were reopened under Section 17 D (2) of the Act and revised
(June 2011) taking into consideration all aspects pointed out by audit. We have not
received any further information (December 2011),

Short levy of turnover tax
(CTO, Kottarakkara; December 2009)

Section 5 (2c) of the KGST Act, provides that every dealer of foreign liquor
in a bar hotel shall pay tumover tax on the sales turnover of liquor at the rate of
10 per cent. ' '

We observed from the assessment order that while completing the assessment
of a dealer of foreign liquor in a bar hotel for the year 2004-2005, on best
judgement basis, the assessing officer assessed turnover tax of ¥ 13.42 lakh on

"Iescaped turnover of X 1.11 crore. Against this tax assessed, the AA gave credit of
T 11.30 lakh being tax paid on the turnover already conceded by the assessee, This
resulted in short levy of tax of X 11.30 lakh.

We pointed out the matter to the Department (January 2010) and reported it
to the Government (October 2010). The Government stated (October 2011) that
the assessments were reopened and revised rectifying the mistake, We have not
received further information (December 2011).

Short levy of tax and interest due to non- appropriation of payment
{CTO, Special Circle Palakkad; February 2009)

Section 55 C of the KGST Act stipulates that where any tax or any other
amount due or demanded under the Act is paid by any dealer, the payments so
made shall be appropriated first towards the interest accried on such tax on such
date of payment and the balance available shall be appropriated towards principal
outstanding.

3172017
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We noticed from the assessment records that the AA while finalising the
assessment (August 2007) of a dealer for the year 2002-2003, had incorrectly
appropriated the amount paid by the assessee towards tax due instead of
appropriating it first towards interest. This resulted in short levy of tax and interest
of X 9.34 lakh,

We pointed out the matter to the Department (February 2008) and to the
Govemnment (February 2010). The Government stated (August 2011) that the
assessment has been revised creating additional demand of ¥ 14.52 lakh and that
necessary directions have been issued to initiate RR action. We have not received
further information (December 2011).

[Audit Paragraph 2.14.16 to 2.14.25 contained in the Report of Comptroller
and Auditor General of India for the year ended 31 March 2011 (RR}]

Notes furnished by Government on the above audit paras are included as
Appendix II.

91. The Committee reiterated the same comments as that of audit para
2.14.1 as the cases were of joint sector undertakings.

92. The witness, Joint Commissioner, CCT submitted that the re-assessment
notices issued to IOC for the years 2001-2002, 2002-2003 and 2004-2005 were
stayed by High Court.

93. Regarding the cases of KRL, HPCL and BPCL reféned by Audit, the
witness Joint Commissioner, CCT submitted that re-assessment was completed
and amount was pending under Revenue Recovery.

94, The Committee viewed with grave concern over the inertia on the part
of the department as it could not take any action to realize the amount even in
cases where realisation wasot stayed by any authority and directed to expedite
action in such cases.

95. The witmess CCT submitted that dues from IOC for the year
2002-2003 were not yet recovered and the committee was informed that the
stay was not vacated in the case of BPCL. He continued that the case of
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M/s Cochin Refineries Ltd. was pending with RR proceedings and complete
amount based on the modified assessment was remitted by the dealer regarding
the Audit Paragraph incorrect compounding.

96. To a query of the Committee about a case in CTO, Special Circle,
Ernakulam the Joint Commissioner, CCT submitted that the additional demand
in the case of 10C and re-assessment notice in the case of Hindustan Petroleum
Corporation were stayed by the High Court. But in the case of BPCL assessment
was completed and RR action had been initiated to realise the amount.

97. The Joint Commissioner, CCT submitted that the amount was under
RR at Gurgaon, Haryana State and the District Collector of that district had not
responded to the request for the same. The Committee mooted for a discussion
between the department and oil companies and to settle the issue.

98. In the case of assessing tax for HDPE sheets at 4 per cent, the witness,
Joint Commissioner, CCT submitted that the assessee had remitted ¥ 4.47lakh
under Amnesty scheme. Whereas the issues in respect of non-stick cookware and
utensils and Canon Kinetizer in CTO Special Circle III, Emakulam were settled
as they remitted the entire amount. He continued that short levy by a dealer in
footwear in Kollam could not be settled yet as RR proceedings were pending.

99, The CCT submitted that the appeal filed by the assessee in a case in
CT0O, Kottarakara was pending before the Tribunal.

Conclusion/Recommendation

160. The Committee expresses its concern over the inertia on the part of
Taxes Department as it could not take any action to realise the amount even in
the cases which were net stayed by any authority. It directs the department to
expedite action in such cases.

101. The Committee notices that the assessment of dealer in CTQ, special
circle, Mattancherry was revised and RR Proceedings had been initiated to
realise the amount in Gurgaon, Haryana State and the District Collector did not
respond yet, It moots for a discussion between the Taxes Department and oil
company to settle the issue, '
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AUDIT PARAGRAPH

b. Luxury tax

Non-observarice of the provisions of Luxury Tax Act by the assessing officers
resulted in short collection of luxury tax of ¥ 7.63 lakh as mentioned in paragraph
7.8and 7.9.

Application of incorrect rate of tax
(CTO, LT Thiruvananthapuram, March 2011)

Section 4 (2) (a) of the Kerala Tax on Luxuries Act, 1976 provides that if
gross charges of accommodation for residence and other amenities provided in a
hote] exceeds ¥ 500 per day per room, luxury tax leviable is 15 per cent with effect
from July 2006.

‘We noticed that while completing the luxury tax assessment of a hotel for the
year 2006-2007 charging rent exceeding ¥ 500 per room, luxury tax on the
turnover of ¥ 1.02 crore for the period from July 2006 to March 2007 was assessed
to tax at 10 per cent instead of at the correct rate of 15 per cent. This resulted in
short levy of tax of ¥ 5.11 lakh.

We pointed out the matter to the Department in March 2011 and reported to
the Government in May 2011. We have not received further information
(December 2011).

Incorrect Computation of tax
(CTO (LT), Thiruvananthapuram; March 2010)

The Kerala Tax on Luxuries Act, 1976, stipulates that where the rate of
charges for accommodation for residence and other amenities and service are not
more than T500 per day per room luxury tax is leviable at 10 per cent.

We noticed from the records that luxury tax of a hotel on a turnover of
X 28.03 lakh was wrongly assessed (October 2008) as T 28,027 instead. of
X 2.80 lakh. This clerical mistake resulted in short levy of tax of X 2.52 lakh.
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We pointed out the matter to the Department (March 2010) and the
Government in May 2011. The Government stated (November 2011) that the
assessment has been modified (August 2011) and demand notice issued. We have
not received further information (December 2011).

[Audit Paragraph 7.8 and 7.9 contained in the Report of Comptroller and
Auditor General of India for the year ended 31st March 2011 (Revenue Receipts)]

Notes furnished by Government on the above audit paragraphs are included
as Appendix IL

102. The witness informed that the demand of ¥ 15,96,196 was modified to
T 8,48,000 on re-assessment and the amount was remitted. The CCT submitted
that in the case reported in CTO, (LT), Thiruvananthapuram, March 2010,
the amount was fully remitted as per the modified assessment.

Conclusion / Recommendation

No Remarks.

V. D. SATHEESAN,

Thiravananthapuraim, Chairman,
"8th March, 2017. Committee on Public Accounts.
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APPENDIX-I

SUMMARY OF MAIN CONCLUSION/RECOMMENDATION

Sl | Para | Department Conclusion/Recommendation
No. { No. | concerned
1 2 3 4
1 ] Taxes The Committee directs the Taxes Departiment to take
Department | effective measures to realise the amount due from
Hotel Xaviers, Hotel Karthika, Quality Hotel (P) Lid.,
Hotel Prestige, Hotel Pushpak, MKR enterprises etc,
2 7 Taxes The Committee directs the Taxes Department to
Department | re-assess the tax of Hotel Surya after including the
opening stock which was excluded from assessment.
3 8 Taxes The Committee wants the Taxes Department to realise
Departinent | the balance amount due from M/s Elite Tourist Home
as per the modified assessment.
4 {13 Taxes |The Committee directs the Taxes Department to take
Department |urgent steps to conduct periodical reconciliation of
stock register at the Commissionerate and district level
offices.
5 14 Taxes | The Committee recommends that the Taxes Department
Department | should take necessary steps to publish the details of
assessees whose registration gets cancelled,
6 | 25 Taxes The Commitiee directs the Taxes Department to recover the
Department ; balance amount due from M/s Best Wood Traders, Mis State
Trading Corporation and Chathankulam Saw Mill and subrit
a report regarding this.
7 | 26 Taxes The Committee observes that the concessional rate perrnitted
Department | in the case of Kerala Electrical and Allied Engineering Ltd

was incorredt, s it was a case of intersiate trade. It tnges the
Taxes Department to fumish the details of re-assessment and
the present status of the case to it at the earliest,
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1 2 3 4
8 [ 34 Taxes |The Committee finds that the collection is pending in case of
Department | Philips Carbon Black, M/s MRF Lid. and M/s Hilti India Pvt
Lid. and it directs the Taxes Department to realise the amount
at the earliest.
g | 35 Taxes |The Committee remarks that the discrepancies in Tax
Department Collection can be avoided if declaration be made manckatory
for concession or exemption and recommends that Taxes
Department should take necessary sieps to make stringent
measures regarding tax collection under which the discretion
of the AA 1o grant extension should be limited to a maximum
of one month.
10 | 36 Taxes The Committee directs the Taxes Department to take
Department effective measures to dispose the pending cases either throngh
adalaths or some other ways in a time bound manner.
11! 45 Taxes | The Committee notices that ‘Joint Secior Undentakings' is not
Department | defined in KGST Act and hexxce it is not clear whether the
' oumparﬁasnmﬁomdindmm:ditpammuldbedassiﬁedas
joint sector undertaking or ‘not. It recommends that
Government should issue ciear direction in this regard.
12 | 56 Taxes |The Committee criticises the Taxes depariment for not
Department | conducting any physical verification of the nature of
jtems transacted even at the time of correction of HSN
Code and directs that physical verification should be
conducted in future in the cases of similar nature.
13 | 57 Taxes | The Committee opines that the tendency of tax evasion is very
' Depanmentpazﬁcularamongnnﬂtinaﬁnnalsand(ﬁreasﬂ\etmm
depamhenttoim&atesmpstoammdlawsinﬂﬂsmgaldandto
take necessary measures to preverit such practice.
14 | 60 Taxes |The Committee directs the taxes Department {0 reassess
Department | umover in the case pointed out in CTO, Special circle

(Produce), Mattanchery on the basis of annual returms.
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1 2 3 4
15 | 82 Taxes The Committee endotses the audit objection that the dealer
Department | who availed input tax credit under the compounding scheme
was not eligible for it The Committee directs, the Thxes
Department to take steps to amend the portion regarding
revenue tax in the KVAT Act to curtail such leakage of
Tevenue;
16 | 64 Taxes The Committee wges the Taxes Department to infomm the
Department | present status of the case.
17 | 75 Taxes The Committee warns the Taxes Department in
Department | furnishing RMT without having scrutiny and directs to
re-assess the tax regarding the case of CTO Special
circle I, Emnakulam considering the warranty charges too.
18| 76 Taxes The Committee directs the Taxes Department to submit the
Department |Iatest position of the cases which were under stay or
re-assessed to it at the earliest.
19| 77 Taxes The committee directs the Taxes Department that the
Department |turnover relating to Duty Entitlement Pass Book
' {DEPB) license tax should be assessed.
20 78 Taxes |The Committee rejected the department's stand that
Department | there was no short levy in this case and insists to revise
the assessment.
21| 79 Taxes | The Committee reprimands the Taxes Department for
Department | the negligence on the part of the officials in furnishing

inaccurate RMT statements and warns the department
to confirm the accuracy of the reply before submitting
it to the Committee. The Committee directs to
re-assesess the case of CTO Kodungalloor.
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1 2 3 4
22 | 83 Taxes The Committee directs the department to ascertain
Department | whether the contract was only for labour or for works
in the case of a dealer engaged in the manufacture of
| plastic moulded components.
23 | 100 Taxes The Committee expresses its concern over the inertia
Department | on the part of Taxes Department as it could not take,
any action to realise the amount even in the cases.
which were not stayed by any authority. It directs the
department to expedite action in such cases.
24 | 101 Taxes | The Committee notices that the assessment of dealer in Cr0,
Department | specia] Circle, Mattanchery was revised and RR Proceedings;
hadbeenuunaredmmahseﬂleamomtm(}mgaon Haryana
State and the District Collector did not respond yet. It moots
foradlscussmnbenveentheThxesDeparmemandoﬁ
company 1o settle the issne,

31722017,
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APPENDIX-1I

Action taken Notes on Cé& AG’s Reports

l

{a} | Department : LOMMERCIAL TAXES
(b} | Subject/Title of the Review | Concession allowed without production l
Paragraph of C form.
{c} | Paragraph No.
' : 2.12.11
1 . {7,8,28,30,33,37,41,42,43,44 59]
{d) | Report No. and Year C&AG report for the year ended
' R '31.03.2011
1 () | Date of receipt of the Drafl :
Para/Review in the
Department
(b} | Date of Dcpartrnent 3 Reply
1m Venfication of CST assessment filed in the
State and observed that concessional rate

Gist of Paragraph/Review

for interstate sale was allowed without
production of "C’ Forms.

71 M/s Cable Point {2008.0 .
Interastate sales turnover :Rs. 4887065
Short levy : Rs. 16.77lakhs

8] Maniillas Rice Mili {2008-09)
Interstate sales tirnover :Ra, 21847041
Short levy : Re. 14,28 lakhs

28IM /s Kamcore Ingredients Lid {08-09]
Interstate sales furmover :Rs, 109138098
Short levy : Rs. 230.12lakhs

an Car {2008-09
Interstate sales turndver :Rs. 56748934
Short levy : Rs. 37.11 lakhs

33 Tech {2
Interstate sales turnover Rs 9155119
i Short levy : Rs. 29.48 lakhs

37/T.M.S Leathers {2007-08}
Interstate sales turnover :Ra. 28306300

Short levy : Rs. 9,59%akhs
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a1 W t 2007-08
interstate salea turnover :Rs.28317660
. Short levy : Rs. 9.59 lakhs

42iSouthern Minerals and Chemicals
- [0T7-08) )
Interstate sales turnover :Rs. 37127994
Short levy : Rs. 12.58lakhs
43i1M /s Sanit, E 2a (07-08
Interstate sales turmnover ;Rs, 2387832
Short levy : Rs. 7.69 lakhs

44|M /s Dynamic Techno Medicals (Pvt Ltd
07-08
Interstate’ sales turmover :Rs. 11883986
Short levy : Ra. 4.03 lakhs

5916/ s Fathima Company (2006-07}

Interstate sales turnover :Re.2382186
Short levy : Rs. 7.10 lakhs

v

(=)

Does the Department agree with

the facts and figures included in
| the paragraph? )

{o)

If not, Please indicate areas of
disagreeinent amd also attach
copies of relevant documents in
suppart o

(a)

Does the Depariment agree with
the Audit conclosions?

{b)

If not, pleases indicate specific -
areas of disagreement with
 reAsons for_djaagraément arcl
alse attach copies of relevant

documents where necessary
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VI Remedial action taken
Improvement in system | 2.12.147) .
and procedures, Thacable mtod20 d-C? for Rs.4466543/- against
. e & assessee produce orm for Rs. - againg
(8) °| including internal the total intérstate -sales conceded Rs.4887065/-.

cpntrols.

.addl.demand of Rs.68635 and interest of Re.39122, The

Assessment under CST Act for the year 2008-09 was
completed - vide this office - Order
N0.32080209524 /2008-09 dated 31.12.2013 with an

amount is under RR.

2.12.11(8)
Manjillas Rice Mill {2008-09)
The assessee produced C form for Rs.20738941/-
against the total interstate sales of Rs.21847041/-, The
asscasment under CST Act for the year 2008-09 was
completed vide this office order No.32080267574/2008-
09 CST dated 12.03.2014 with balance tax of Rs.22162
and interest Rs,13297. The assessee has remitted |
Rs.35902 vide chalan No,402 dated 24.05.2014.
2,12.11{28)

core | ients- Ltd {2008-09
The assessee produced entire C form for interstate sales
turnover of Rs.109198098/- and assessment was
completed vide order No.32150238805 dt.14.6.13.
2.12.11 {30}
Indo German Carbon Ltd (2008-09)
C- forms produced for Re.45691953/- out of the
interstate sales turnover Rs.56748934/-and
concessional rate was allowed @ 2 % on the same.
Balance tumnover has been assessed @ 4 %  as per
order No.321507751052 dt.14.6.13. Addl. demand
comes to Rs.530438/-. This is under RR.
2.12.11 (33)

2007- ‘ .
Dealer has filed C - forms to the tune of Rs.8438685/-.
Sales return claimed Rs.329612/- was claimed and
which was allowed. But the turnover of Rs.386822/-
was - assessed at  higher rates vide order
No.32150847284 dt7.6.13. Creating addl.demand
Rs.51811/- which was peid as per ch.No.70/27.7.13.

2,12.11 (37

T.M.S Leathers [2007-08)

Dealer has produced C-Forms for the entire interstate
sales turnover for the claim of concessional ratL'
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Agcordingly CST assessment for the year 2007- 08 waa
completed vide order No.32150251495 dtd.3.2.12.
2.12.11 (41) _

| M/s Web Coat {2007-08]

Dealer has produced C-Form for the entire interstate
sales turnover for the reduced rate of claim. Asseasment
was completed accordingly vide order No.32150792035
dtd.17.5.12,

2.12.11 (42}

Sonthern Min d

The assessment was completed on 18 05.2611. The
assessee has produced C form of Rs.36410440 only).
Balance tumover was assessed vide order
No.32150947342. dt.18,5.11 at higher rate and
additional demand created was Rs. 58764/~ which was
remitted by the dealer as per. chalan
No.210/02.01.2012.

2.12.11 {43)
ipment Stores {2007-08)

M/s Sanitary Equip
Dealer has produced C form for Rs 167406/~ CST
assessmerit was completed vide order No.32150225305
dt.28.2.14 with an additional demand of Rs. 282575/-
which is under RR with IAC, Mattancherry.
2.12.11i44)

amic Medicale {Pvt Ltd 2007-08
Total intérstate sales-tarnover disclosed by the dealer is
Rs.20948751/-, out which the dealer had filed C form
declaration covering a tumover of Rs.9875869/-.
Balance turnover of Rs.251110/- was assessed @ 4 %
along with interest vide order No.32150255185
did.19.3.10. The additional demand created as per CST
assessment order dated 19.03.2010 was already
callected vide cheque No. 12018 /22.03.2010.

2.12.11 {59) '

M /s Fathima Company [2006-07}

Total interstate sales of the dealer for the year 06-07
was Rs.6230275/-. Of this, the dealer has filed C-form
to the tune of Re.6158168/- which was assessed @ 4 %.
Balance interstate sales turnover of Rs.72107/- was
assessed @ 12.5%. Additional demand created was
Rs.11272/- vide order No.32151236572(c) dtd.29.3.14.
This amount was re::mtted by the dealer vide chalan

780/08/07/2014.

{b)

Recovery of
overpayment pointed
out by audit

[e)

Recovery of under
assessment, short levy
or other dues
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(a}

Modification in the
schemes and .
programmes including

| inancing pattern

| e

'} Review of similar

cases/complete
scheme/project in the
light of findings of
sarnple check by Audit
findings of sample
check by Audit




COMMERCIAL TAXES

the Audit conclusicns?

{a) | Department
{bj | Subject/Title of the Review Cencession allowed without
_ Paragraph production of C Form
{c) | Paragraph No. '
. 2.12.11 (25,34}
(d} | Report No, and Year C&AQ report for the year ended
_ 31.03.2011
I 1{a) | Date of receipt of the Draft
Para/Review in the Department
(b} { Date of Department’s Reply
| | Conoessional rate for interstate sale was
Gist of Paragraph/Review allowed without production of C Form.
18 agraph/ M/s.Philips Carbon Black (07-08 &
08-09)
2007-08: )
Interstate sales.turnover : Rs. 133460711
Short levy : Rs.45.24 lakh
2008-09:
Interstate sales turnover; Rs.144843758
. Short levy : Rs.89.68 lakh
v {a) [ Does the Department agree with
the facts and fgurea included in
the paragraph?
If not, Pleasé indicate areas of
{b] disagreement and also attarh
copies of relevant documents in
support . .
v (a) [ Does the Department agree with -

{b}

If not, please indicate specific
areas of disagreement with

' reasons for disagreement and alao
attach copies of relevant

‘documents where neccssary
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" Remedial action taken

(a}

Improvement in system
and procedures,

1 inchuding internal

K/ Philips Carbop Black (200708 & 2008-00]

As per the audit of AG, non production of Form C
declaration was to the tune of Rs.133460711/- for the

by Audit findings of sample
check by Audit

controls. year 07-08 and Rs.144843758/- for the year 08-09.
Verification of the books of accounts for the above years
revealed that ¢ form to be produced was an amount of.
Rs.136033011 and Rs. 1444643757 for the years 07-08
and 08-09 respectively. Of this, the dealer produced C
form for Ra.135647604 for the year 07-08 and failed to
produce C form declaration for a tumover of Rs.385407
and this turnover stand assessed to tax as per order |
No0.32150200814 /07-08 dt.24.10.14 with addl. demand
of tax Rs.82114 and interest Rs.73903. For the year
08-09 the dealer produced C form for Rs. 14432330 and
failed to produce C form for Rs.210878. Assessment
was completed as per order dt.27.10.14 creating addl,
demand of tax of Rs.34294 and interest of Rs 30864, !
Short levy is set right accordingly.

{b) | Recovery of averpayment )

. pointed out by audit

Recovery of under

{c) assessment, short levy or -
other dues

. | Modification in the schemes

(dj and programmes including n

finencing pattern
1 (e} Review of asimnilar

ceses/complete
scheme/project in the light
of findings of sample check _
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—Action taken Notes on Q& AG’s Reports

documents where necessary

(a) } Department S COMMERCIAL TAXES o
(b} | Subject/Title of the Review | Concession "allowed without
. | Paragraph production of C Form. ’
{{¢) | Peragraph No. - : '
) - 2,12.11 (29)
(d} | Report No. and Year C&AG report for the year ended
s ' . _ 31.03.2011
1 {a} | Date of receipt of the Draft '
Para/Review in the Department
(b} | Date of Department’s Reply
111 Concessional rate for mtersta.tersales was
Gi : k : allowed without duction of C Fnrm
‘ Gist of Paragraph/Review M/s Web Cot (200%“’09}
Interstate sales turnover : Rs.30469163
Short levy tax effect  : Rs.5.51 lakh
Interest, ' : Rs.1.48lakh
Penalty ' : Rs.11.02 lakh
. Total ) : Rs.18.03 lakh
IV [ (a) | Does the Department agree .
' with the facts and figures
included in the paragraph?
If not, Please indicate areas of
{b) | disagreement and also attach
~ | copies of relevant documents in
) support )
v {a) { Does the Department agree -=
with the Audit conclusions?
'} {b) | K not, pleass indicate specific
areas of disagreement with
reasonas for d:sagreement and
also attach copies of relevant

317/2017,
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. Remedial action taken

{2)

- including internal

Improvement' n system
and procedures,

‘controls.

M/s Neb 2008 09

- Dcaler has produced entire c- Form for the reduce

rate of claim for .the year 2008-09 valued t
Rs.30469163. Accordingly CST assessment for th
year 2008- 09 was completed on 17. 05 2012..

T

Recovcry of
overpayment pomr.cd

 out by audit -

{c}

Recovery of under
assessment, short levy

-+ .t or other dues

@

Modification in the

schemes and programmes |

including ﬁnancmg
pattern

=

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

| chieck by Audit findings of

- | vample check by Audit
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Action taken Notes on C& AG's Report

@) Dppa:tment COMMERCIAL TAXES _
(b) | Subject/Title of the Review | Concession allowed without
Paragraph -1 production :
(c} { Paragraph No.
2 12.11(31)
(d) | Report No. and Year C&AG report for the yea.r ended
_ 31.03.2011
II {a) | Date of receipt of the Draft
Para/Review in the Department
(b) | Date of Department’s Reply
i : _ : Concessional rate for interstate sale was
Gist of Paragraph/Review - allowed without production of C-Form.
- " |Transformer and Electricals Kerala Ltd
‘t2007-08)
Interstate sales turnover: Rs. 1303321909
Short Jevy : Tax effect : Rs.1208.36 lakh
Interest : Rs.471.26 lakh
Penalty :Rs.2416.72 lakh
. Total : Rs.4096.34 lakh
w (a} | Does the Department agree .
' " | with the facts and figures
included in the paragraph?
If not, Please indicate arcas
(b) | of disagreement and also
attach copies of relevant
documents in support -
v {a) | Does the Department agres -
- | with the Audit conclusions?
{b} | If not, please indicate
'{ specific areas of '
disagreement with reasons
for disagreement and also
attach copies of relevant

documente where necessary
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Remedial action taken

{a)

Improvement in system
‘and procedures,
including internal
controls.

M/s Trensformers and Electricals Keyala Lid (2007-08}

The dealer produced entire C forms to the tune of
Rs.1303321909/- and on verification the declarations
were -found accepteble. = Assessment was completed

| based on the above as per order No.32150234812/07-

(k)

Recovery of overpayment
pointed out by audit

08 dt.25.10.14, -

(e}

Recovery of under
assessment, ehort levy or
other dues :

()

Modification inn the |
schemes anhd programmes
including financing

‘pattern

{e)

Review of similar
casss/complets

-scheme/project in the

light of findings of sample

.| check by Awdit fndings of

| sample check by Aadit
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Action ta_ken.h"otes on C& AG’s Reports |

documents where necegeary

{a) | Department COMMERCIAL TAXES
{b] i Subject/Title of the Review Exemption . allowed * without
Paragraph - production of C forms
1{c) | Paragraph No. ' : _ '
2.12.11 (32) {Arimexure V)
{d) chort Neo. and Year C&AG report for the yea: ended
. 31.03.2011
I {a) [ Date.of receipt of the Draft
- | ParafReview in the qum‘tment
{b) | Date of Department’s Reply
m - : : Concessional rate for interstate sale was
Gist of P agna' h ; allowed without production of C Forms.
ist of Par P ,-“Re_fnew. M,!&Mcrchem Lid (2007-08).
interstate sales turnover : Rs. 315642309
Short levy : Tax effsct : Rs.3156423
' Interest : Rs. 1231005
Penalty . : Fs.6312846
_ Total  :Rs.10700274
N- {a) Doeg the Dephrtu.:enr;a.pée with,
i the facts and figures mc]uded In .
the paragraph?
|} If not, Please indicate arcas of
') disagreement and also attach
copies of relevant clom.xmmts in
- support :
v (8) | Does the Department agrees with -
| the Audit contlusions?
1 (b} | Ifnot, pléase indicate specific
| aress of disagreement with -
reasons for disagreement and also
wttach copies of relevant. .
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Remedial action taken

@

Improvement in system
and procedures,
including internal
controls.

M - '- -

The interstate sales turnover with C form was
Rs5.3158096843/-. Of this, C forms were produced to the
tune of R=.314502289/-. The balance ‘amount of
Rp.1394554 /- was assessed to tex at 4% with demand
of Rs.55782/- and. interest Rs.36816/-. This was
collected vide chalan No.612 dt.31,3.13.

®

Recovery of
overpayment pointed

out by audit

e

Recovery of under
assessment, short levy
or other dues

@ ‘

Modification in the ]
schemes and programmies
including financing

(e}

cases/complete
scheme/project in the
light of findings of samplé
check by Audit findings of

sample check by Audit -
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Actiqn taken Notes on Ch AG's Reports

"COMMERCIAL TAXES

| areas of disagreement with °
reasens for disagreemert and also

attach coplies of relevant
documents where neccesary

{g) | Department .
| (b} | Subject/Title of the Review | Concession . allowed without
1 | Paragraph ' production of C form o
1t} | Paragraph No. - :
- R 2.12.11 (35)
1{d} | Report No. and Year C&AG report for the yca.r cndcd
- ' 31.03.2011
i (a) | Date of receipt of the Draft '
1 - Para/Review in the Department
{b} | Date of Departmentt's Reply
4 III : ilips jcs Indi . )
Gist of Para; h/Review AG observed that concessional rate
of Paragraph/Revi o for interstate sale wae allowed without
' | production of C form.
Interstate eales turnover Rs.2013 162
Short levy : Rs.6.48 lakh
: - . : __{includicg penalty]
v (a} | Does the Department agree with
the facts and figures included in
the paragraph? =~ '
H riot, Pleane indicate areas of
(b) disagreement and also attach
copies of relevant documents in
aupport
v {a} | Does the Department agroe with -
the Audit conclysiona? -
(b | Hnot, please indicate specific
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Vi Remedial action taken

Improvemerit in system it ' ies Indig Ltd 07-08} .

- and procedures, The assease has produced C form for the entire

(a) including internal murnover. Accordingly 'CST assessment was
' completed vide order No.32150216575/ 07-08

controls. : dt.31.5.13. So there is rio short levy..

b} Rccovery of
overpayment pomtcd
-| out by audit

| Recovery of under
{c) |assessment, short lcvy
or other dues

Modification in the
(d) |schfmesand programmes | - -

: including financing
pattern ~

1{e) [|Review of similar
cases/complete
scheme/project in the :
1 light of findings of sample . -
{ check by Audit findings of | . :

sample check by Audit

aRe,
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Action taken Notes on Cés AG'’s Reports

T() [ Department COMMERCIAL TAXES

(b) | Subject/Title of the Review Concession allowed without C form
Paragraph

{c) | Paragraph No. .
2.12.11 (36)

{d} | Report No. and Year | C&AG report for the year ended
- 31.03.2011 :
11 (a} ! Date of receipt of the Draft - .
Para/Review in the Department
(b} | Date of Department’s Reply
EH Céncessional rate for interstate sale was
Gist of Paragraph/Review - | allowed without production of C Form.
wto ph/ Indo German Carbon {P) Ltd 2007-08. C
’ form not produced was to the tune of
Re. 17450080. .
Short levy tax effect : Rs.1.74 lakh -
Interest : Re.0.68 lakh
Penalty : Re.3.49 lakh
Total . - : Ra.5.91 lakh
v {a) | Does the Department agree with
the facts and figures included in
the paragraph? .
If not, Please indicate areag of
) disagreement and alse attach )
copies of relevant documents in
support _
v (a} | Does the Department agree with - _

the Audit conclueiona?

.| {b) | If not, please indicate specific -

areas of disagreement with
reasons for disagreement and also
attach copies of relevant
documente where necessary

3172017,
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Remedial ﬁ.c_tion to.hen

' mcludmg mtnrna.l

.Impraw:'rﬁ_e_'nt m system
and procedures,

controla

‘| Dealer has filed- enttrc C Forms for the red\.lcod rate |
| of claim amounting to Rs. 17450080, Accordingly '
8 CST - _A3acsSment for t.he year 2007-08 was
) completcd

e

-R'ec'x_werg.rof'_

overpayment pointed

‘out by audit

|te)

‘| or other dues

Ce

Modification in the

'ochemes and progeammes |

@

light of findings of sample

check by Audit findings of

| sample check by Audit -
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Actinn taken Notes on C& AG’_s Reports

{a)

Department

COMMERCIAL TAXES

{b)

Subject/Title of the Review
Paragraph

Concession ‘allowed without

production of C forms.

1 areas of disagreement with

reasons for disagreement and also
attach copies of relevant
doturpents where necessary

{c) | Paragraph No.
) 212 11 {46,47,48)
(d) | Report No. and Year C&AG repart for the year ended
. _ . 131.03.2011
i (a) | Date of receipt of the Draft -
Para/Review in the Department
{b) | Date of Department’s Reply
FTH Cuncessmnal rate for interstate salte was
Gist of Paragraph/Review allowed without ' production” of C-Form.
M /8 State Trading Corporation {06-07).
Interstate sales turnover : Rs.268288036
Short levy : Tax effect : Rs.160.34 lakh
Interest : Rs.81.77 lakh
Penalty :Rs.320.69 lakh
Total Rs 562.82 lakh
2007-08
Ioterstate sales furmover : Rs. 263288036 -
Short levy : Tax effcct : Rs.107. 26 lakh
Sony Trading C 07-08
Interstate sates turnover : Rs:389466368
Short levy : Tax effect : Rs.33.81 lakh
v () | Poes the Department agree with
the facts and figures included in
the paragragh? . '
if not, Please indicate areas of
{b} disagresment and alse attach
copies of relevant documents in
. support
v 1 {a) | Does the Department agree vmh -
the Audit conclusions?
by |1 niot, please indicate specific -
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) Romedial action taken

| &) I

..rmpmmm in systern

and procedures,
including internal
controls,

| dealer wap completed s per order No. dt. 26.03.2013.

2.12.1146)

iom H6-07

Tailyl g 1 Al ! .
ent for the year 2006-07 in respect of the

The taxable tumover fixed was Rs.30,01,50,156/- and

| the asseasee produced C Forms for R, 267001630/,

The balnnce turnover was assessed at a highet rate. The-
balance CST due with interest was Rs.5593629/- RRC
wes {ssued to the Inspecting Assistant Commissioner,
Mattanchecty, Stay petition filed before the DC(A),

b Erankulam was disposed with direction’to reinit 1 /34 of

demand * Aggrisved by the order, on request of the
Corporation vide application No,731/14, the asspee filed
appeal before Hondle High Conrt of Kerala, The Hon'bie |
High Court of Kerale difected to file frenh appeal before |
the High Court of Karnataks and the appeal filed before | -

-| Hon'ble High Court of Karnataka is siill pending,
7| 1211047 : R

S At POTS 00 |« £3) . .
CST assesament in respect of the ahove dealer has been

complsted on 30:04.2013 fixing texable tumover of
Ra.30,58,98,370/-. The asssesce produced C Forms for |
R4.30,53,30,760/- and availed concesaional rate and

-| the balance turnever iacd. The remijtted

Rs.0191809/-. The balance duc to- interest. was|
R 40048/-, The demand is under RR before the IAC,
Mattancherry. The assessce filed appéal before Deputy

'{‘Commissioner [Appeals}, Emalkulam and the appeal is
pending. .
] 2.12.1-1[_4‘0]

In the light of the audit objection, CHT assessment was

.| sempleted on 12,12.2008 itself. The dealer has effected

interstate sales for Re.38,54,66,368/- The assesses
produced entire °C’ Forms and availed ¢oncessional rate

®

’ Rmveqmi’mrpuymmt.

of tax..

1 pointed out by andit
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)

Renwéry of under
asstssmnent, short levy or
other dues - -

)

Modification In the schemes

I and programmes inchiding

fAnancing pattern

el

Review of wioilar
canes/ complate

1 achemne/projact in thie bght

of findings of parniple check
by. Audit findings of aample
check by Audit
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Action taken Notes on C& AG’s Reports

{a} | Department COMMERCIAL TAXES -
(b) | Subject/ Title of the Review | Concession allowed without
Paragraph production
{c) | Paragraph No. '
' 2.12.11{63} _
{d) | Report No. and Year C&AG report for the year ended
31.03.2011
I (a} | Date of receipt of the Draft ]
Para/Review in the Department
{ty | Date of Department’s Reply
111 Concessional rate for interstateé sale was
i i alowed without production of C-Form.
Gist of Paragraph/Review | LoF 0 ilam Saw Mill (2007-08)
Interstate sales turnover : R5.13100411
Short levy: Tax effect: Rs, 1244539
Interest : Rs.485370
Penalty : Rs.2489078
i Total _: Rs,4218987
v {a) | Does the Department agree -
with thie facts and figures
included in the paragraph?
. If not, Please indicate areas of
(b) | disagreement and also attach
copies of reievant documents in
support
v (a) | Does the Department agree --
with the Audit conclusions?
) | if not, please indicate specific

areas of disagreement with
reasons for disagreerent and
also attach copies of relevant
| documents where necessary
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sample check by Audit

vl Remedial action taken
Improvement in system M5 Chathamiulam, Saw Mill (2007-081
: and procedures, The mssessee was a dealer in Black boards and
ta} inchading internal Wooden planks. Assessec filed C- Fofms cxoept for
i controls. Rs.2,16,728/+ which was assessed at higher rate
as per order dt- 25.02.2010. The tax amount
Ra.27091/ - was demanded with interest R.6502/- |
An amount of Rs.29120 was adjusted towards
excess credit during the year and balance amount
of Rs.4773/- is still pending for collection.
(b} | Recovery of overpayment ' .
pointed out by audit
Recovery of under
{c}) |asacgament, short levy or -
" | other duza
Modification in the
(d) schemes and programmes -
including financing
pattern
{c} [ Review of similar
cascsfcomplete
acherna f project in the
light of findings of sample -
check by Audit findings of
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actlcn tal_:._g:i Hotes on C& Ad's Reports

“COMMERCIAL TAXES

{a} | Department. !
i (b) | Subject/Title of the waw Coneession allowed:  without
‘Paragraph : production. of C forms
(<) | Paragraph No. i
. _ : _ 2 12,11 (64)
{d} | Report No. and Year - CBAG report Tor the year ended
e T 31.03.2011
't (a) | Date of receipt of the Draft -
.. | Para/Review in the Department
(b) | Date of Department’s Reply
g o ' Concesm.onal ratc for intsstate sate
* | Gist of Paragraph/Review | was allowed without production of C
N ’ 1 forma. M/a.Agro Plsstxcst;Ltd for |-
.the year 2007-08." Amount of C form
not produced Rs. 9701567 Short Itvy
_} R8.31.24 lakhe. :
{a} | Doca the Departmant agree with
the facts and figures l.nr.ludui in
"} the paragraph? . )
: [fmt. Pleape indicate arens of
) disagresment and alsa atach
" | coples of re.}evmt documents in
support
{a) | Doea the Deparl:ment agres with -
the Audit conclusions?
{b) | 1 not, pleass indicate specitic
areas of disagrecment with _
- | reasons for disagreement and ales
k utzlch copits of relevant
| ts where ne a'd
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V1 Remudinl action taken -
Improvement in sysmm g
.| and procedures, Thq mesm produoed C: iarm for Rs.9451337 only and
o) mclud.u'lg mtemal ‘the asseasment was. completed as per . Ordcr
No. 32090573035/2007—08 dm.ed 95.03.2010 as
: .c:ontrols detailed below.
i ﬁxdueu@B%Ra?‘i-SlSS? R3283540
{covered by C formmi) : |
Tﬂduea@l? % on: ’ Ra.7705
| Ra. 176884 . N
:EH due@ [2.5% Rs'?3346 Ra 0168 |
Total tax due - ‘R8.299783"
| Texpaid -~ = | Rs.292780
| Dalanice tax due - | R8.7003
Intwelndueﬁzs% - | Rs.1750 .
| Total duea - Ra:8753
] This was paui by the asacace vl.de chalan ‘No.72 dated
i L, . . 17042010
goimed.outl:yaud.it .
Recovery of under’
(c) assessmetit; short levy or -
| other dues
(dj .jandprogrammes incloding | .
: financing pattern ’
e} B!:mwnfdm!]a.r
cawsjmmpkte |
acheme/projéct in the light -
of findings of semple clieck
by Audit findings nfumple -
checkhyAudat

31772017,
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Action taken Notes ori CAv AG's Reports

i) | Departiment T COMMERGIAL TAXES _
T Lfbjectf'l’itle of the- Hevww Conceasion allowéd - - without
_{" . |Paragraph | production of ¢ forme S
ic) | Paragraph No..” .- : -
T : 212.11{68}
{d) | Report No. and Yéar .~ - | C&AG report for theyca.rended
: | _31 03,2011
' (a) Dateofteomptofﬂ:ebrn.&
meRmewmtheDcparnnt
{I_:} Daite. of Depa.rtmcnt'n Reply
T Verlﬁuuun ofCSTummmentﬁ
igt of Paragra Review - revesls the concessional rate
Gr.stof - phl ) binteystate sale was allowed without
production of C forms. M/s.Sheela|
_.Kochouseph.. Electro Control {2007-08)
| Bhort tevy : Tax effcct ; Re. 507376
Intercst - : Rs. 197833
‘Total :Rs.';l'_?'l.gﬂﬁé
: thuhnhandﬁguxulncludedm
the paragraph?” -
Y. Ifmt.Memdimumnof
() qu tand wiso ch )
i ples.of relevant doe te in
V[ a] | Does the Department agree with -
tha Audit sonclusions?
[ (b) | I not. pieass indicate spectlic
".| eroas of disagreement with
ttach copies pf relevant-




107

' Remadial action taken a

a}

lmpruvement in Bystem
and procedures,
mcludmg internal -
cont_ml_s

. by the dealer. -

M 8 Electro Contrgl (2 ?-

Dealer has produoed C forms for Rs 5235693 [
‘Balance turngver of Ra.112017 was asscssed at
higher rate as per order dt. 29.10.2012 with an
additional demand of Rs. 15322 and thls wae paid |

Rocovery ;:ol' .
overpayment poml:ed :
out’by audit-

fc}

"1 Recovery of under -

assessmerit, short levy
or other dues

)

Moddication i the

schemes and programmes

T

casea/caomplete
acheme/project in the
light of findings of sampic

| check by Audit findings of

eample check by Audit
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du'umanhwhem ; ¥

~ Action taken Note AG's Reports
@} [ Department - COMMERCIAL TAXES -
{b} | Bubject/Title of the Revww | Exemption allowed withiout
.- | Paragraph -  production of F forms.
fc) | Paragraph No. 12,1212 (1,21,28,36,38)
{d) | Repart No. and Year ~ § CBAG report for the year-ended
| . ) T -131.03.2011
fa) | Date of receipt of the Drat
. | Para/Review in the Department
-{b) | Date of Department’s Reply - | _ s
- o ) | Interstate temsfer of goods was exempted |-
Gist of Peragraph/Review without production of anrms .
. - : "~ Stock transfer [::rut} Re. 134239728
Short levy : Ra.54 .87 takh
Stock transfer {out): Rs. 17 1283989
Shortievy * : Re.240.48 lakdhi
M transfer jout): R4.15885161
Short levy ©  'Ra.64.93 lakh - -
7-08
Bitock tranafer (out): Re.31537765 -
" Shortlevy - :Ra.42.76 kikh
M/s i )
" Btock transfer {out): Re.4798376
{a) | Doen the Department agree with ~ -
-the facts and figures inchuded in
the paragraph?
I not, Please indicate areas of
(b disegreement and also attach
7§ copies of reievant documents in
{g]-'DouﬂmDepurhngntweeﬂth -
the Audit conshusions?
(b} | ¥ oot, please inrhuu ;pedﬂc
-. | arcas of disagreement with -
rexsons for disagrecment and also
' attach copies of relevant
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 Remedial action taken

| and procedures,
e

Improvement in gystem’

including internal
controls. '

2 12. 12 ]

The assessee p;oduced vahcl ﬁm' F ‘form declaratioii
supporting the interstate stock transfer {out) for -the
entire amount of Re:134239730.20. These are verified
and found correct. Hence the exemption is in order.

2:12.12 {21]
Bharati A

'Ihadealerﬁledeunnbuttheamemnotmeptedm
the absence ofmapmidommmmmm
mplctad accordingly as per Order No.32070460645
dated 11.03.2014. RRC har been isgued on 05.07.2014,
meﬂmmm@mﬁhmwmewwﬂe
Order No.WP(C} No.14473/2014 (H) dated 09.06.2014".
Stay continuing. .

2.12.12 (28) :
Dealer filed F form declaration coveqing a’ turnover of
Ra,14894423. 'The belance tumover was asseascd @
12.5 % creating aiditions! demand of R3.291955 aa per |.
assessment order dated 24.02.2014, The amount iz
pcnd.ingfbr collection unider RR. . .

2.12.12 {36)

7
Thewprwcdﬂ'le enﬂrchunmrtowards
interatate stock tranafer with documentary evidentes
and hence uaesamcmwasmmplewd uameot‘NIL
dman.d ' )

2.12.12 (38)

The dealer Hled F'fmmfort.hcuunwerofmmme
stock tranafer mnccdedl‘orkn.4793376 The forra were.
verified and filed in the assesament recordy and the
ammentmwmplmdupcraﬂlerdt 15.06.2012
ﬂth)m. demand.

@

Recovery of .
overpaymient pointed
out by audit
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{e)

Recovery of under
assessment, short levy
or other dues

(d)

ModHication in the .
schemes and programmes
incinding financing

| pattern

ICR

cases/complete
acherme/project in the
light of findings of sample

check by Audit findings of |

" { sample check by Audit
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Action taken Note# on Cch AG’s Reports '

(a)

Dcpa.rtment COMMERCIAL TAXES 1
{(b} Sub]cct;‘Title of the Revtew “1 Exemptioni -allowed without
Paragraph ' pmduct:on of F‘ forms
*(c) | Paragraph No. '

- 2 12.12 (4]

)

Report No. and Year . -

C&AC report for the ycar ended
31.03. 2011

Diate of receipt of the Draft -

T {@ _
.| | Para/Review:in the Department
T{b) | Date of Department’s Reply
ul - T i Vmﬁcmmafcsrmmmtﬂeofm
ist Y Revi N ummedsmtuats&eatockmdar
Qist of Paragraph/Review of goode excrapted without production of
. M,’sCoatslndaalprtbeyear
091 .
: Stockmsfer(aut} Rs218545?04
Shoﬂlcvymxeﬁect Rs.87.41 lakh
Interest - Ra.23.60 lakh
Penalty Rs;ﬁm
o Total :Rn.285.8512kh
v .(al] Droen the Department agree with -
the paragreph?
T~ .| i not, Please indicate arcas of
'{b] -Mmmtmdn]mmh
copies of refevant documents in -
. wapport
v {a} DoeltheDepartmentmewith -
) " | the Audit 1
-| (oY Hnot,plamindimbelpuiﬂc
o nnl'd.mame_n;mtwlﬂl .
) s for disagre nt and also-
] attach copisa of relevant -
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Remedial action taken

{a)

| Improvement in system

and procedures,
including internal
controly,

ats India 320802706137 Z008-

| The asscse:é had alréady subm.ztted the F form for

Rs.21,80,52 :052/- as stack tranefer in the audit
reporta and retirns. The figure shown in the audit |
oh_]ectlon ie., Rs.21,8545 204;‘ - is niot therefore
found correct.

®

| | pointad cut by audit

Rewveryofoverpayment_

).

Recovery of under )
asscsament, short levy or
other dues | T

| @

Medificaticn in the
schemes and programmes
pattern - ]

.[,e]

Review of aimilar -

. cases/ complete
scheme/project in the

tight of findings of sample | )
check by-Audit indings of |

sample check by Audit
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taken Notes on

’s orts
{a) { Department - ] COMMERCIAL TAXES _ :
(b} | Bubjoct/Title of the Review | Exemption allowed . without |
Paragraph . production of F formms.
{c} | Paragraph No. S
' , 212,12 (S)
(d} | Report No. and Year '| C&AG repart for the year ended
. ' T aLo3. 2011
I  {{a} | Date of receipt of the Draft
Pard/Review in the Department |
{b}.| Date of Department’s Reply
[iT] interstats tmnufer of goods was exempted
i i i without cion of F forms.
Gist of Paragraph/Review gt ybmm?h;: 09)
Stock tranafer out Rs.22183760 .
. . Bhort Jéevy R.59.84 Iakh ) T,
v (a) | Does the Department agres ) ’
' with the iacts and figares
=] included in the paragraph? T
If not, Please mdicate areas of
{b) | disagreement and also attach
topies of relevant documents in
support
|V T1a) | Does the Department agree -
B . | with the Audit conclusions? ]
{b} | Fnot, pleane indicate spedﬁc
arcas of d:sa;reunm!; with -
reanona for disagreement and
also attach copies of relevant
| documents where necessary

3172017,
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Rﬁnedial action taken

. | MizHykon India (2008-00)
| Entire stock transfer amount of Rs.22183760/ -
is supported by valid ¥ form declaration, Hence

the exemption claimed by the dealer is in order.and
there is no sh¥et levy as observed in the audit

o

je)

| -

()

schemelmuctmthe
light of findingz of sample
check by Audit findings of
ple check by Audit
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!'_. m

Action taken Not
fa) Department : o COMMERCIALTAXES
) Subjectf"[‘ide of the Revisw - ! Exemption a.l.lowed without production of F’
1. [ Paregraph form
(¢} | Paragraph No, 2.12.12(9)
) . Annexure-VI ] .
(d) | Report No. and Year - C&AQ Raport for the year ended 31.03.2011
“[a) | Date of receipt of the Draft - — -
’ Para/Review in the Départment
{tj } Date of Department’s Reply
_ ' Intarstate traqur of goote was mpted without
Gist of Paregraph/Review pwductlm of F form. M /s Birla Tyres [2007—06]
StucEtnmﬁer {out) Rs.3341482
- Shart 1E\T : Rs,12.43 hkh )
{a) M&Tﬁepm: agree
- 1 with the facts and figures .
| included in the paragraph?
_ I nat, Piease indicate areas of
{b) | disagreement and also attach |
copies of relevant documents in |
support '
{g} | Does the Department agree -
- 1 with the Audit conclusions?
{b) | ¥ not, plesss indicate spedific
) areas of disagresment with
also attach copien of relevint
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(=

Remedial action taken

Iprovement in system

and procedures,
including internal
controls.

.~ The assessee hed submitted F form for the entire

| amount of Rs.3341482/-. Sa objection is cured. *

BIE

Recovery of overpayment
pointed out by audit

[}

Recovery of under

mhiﬁmlﬂryﬂt

other dues

Wodification In the schemes

i thern

()

theck by Audit

: Reviéwof-iruﬂar

casen/complets

| acheme/prujoct in the light

of findings of eample check
by Audit fndings of sample
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Action taken Notes on C& AG's Reports -

(8

Department | COMMERCIAL TAXES 1
(b) | Bubject/Title of the Review | Exemption allowed without
Paragraph production of F forms,
{c) | Paragraph No. g
| - : 2.12,12 (12,13,15)
) | Report No. and Year - C&AG report for the year ended
) 31.03.201i
1 ' {a) ] Date of receipt of the Draft
Para/Review in the Department
{b) | Date of Depertment's Reply
i ] Verification of CST asscsement Hie of an
Gist of Paragral sview pstepes revenls interstate stock tranafer
st of P ph/R of Poods exempted without producton of
’ F forms.
1. M/s.Auto Cop (Indig) Pyt. Ltd.
Stock transfer (out) : Re. 1656567
Shott tevy : R8.7.01 lakh
- 2. The Supreme Indistries Ltd.
' Btock tranefer {out) ; Rn.1149734
Short levy : Rs.4.12 Inkh
3. M/s.Aero Club : '
. - Stock tranafer (out) : Re.5991553
K Short levy : Rs.25.38 lakh
| TV - | (a) | Does the Department agree with
the facts and figires included in
the paragraph? -
if nof, Please inticate areas of
(2] disagreement end aleo attach
cojies 'of relevant documents in
. support . .
v (a} [ Doea the Department agree with -
) ﬂwmm_-}__donﬂ
{b) | ¥ not, please indicate specific
arcay of dsegreement with
reasony for diswgreemont and aiva
attach copies of relevant




118

VI - Remedial action taken
Improvement in system | 2.12.12 (12)
sroced 2007 -
(a]' ﬁ , i.n‘fc‘:':"al The wasenace filed F forms for Re.14,24,157/- F forms
ing -} has not beeh fumished for Rs.232410/-. This tumover
controls. is asacased at higher rate with interest as per order
{'No.32070218905/2007-08  dated - 20.08.2014. The
démand of Re.79776/- was paid by the askessee asper |
DD No.057364 dt.17.09.2014)
2.12.12 (13}
Bued on audlt objer_:l:ion the asuammnt was completed
on 29.03.2014. The assessee filed before the
Peputy Comminsioner {Appealsl I Emalulam . and
obtained conditionsl atay vide Order' NoKVATA
135372014 dated 25.04.2014. As per the order, the
assoanse paid 173 of demund, t.¢. R8.137377 /-vide DD
Nq.037088 dated 13.05.2014 of ICICI Bank:
2.12.12 (15}
- | Mt Acgo Club 2007083
Dealer has fled F forms for interstate stock transfer for
Ra.59,83,651/- The balance emount of Ra.7902/- was
assessed to tax Bt higher rate and the asseasce
| submitted DD for Rs.1749 on 20.08.2014.
{b} | Recovery of overpayment : ’ ’ i
paintad vut by audit
Recovery of under
€) . assessment, short levy or -
. other dues
P Modification in the admmu
id) and prograrmes tnc!udmg -
financing pattern .
5] Review of similar
caseq/complete
wcheme/project in the light
of Endings of sample check -
by Audit findings of sample
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Action taken Notes on AG's rts
() Depa.rtmmt : COMMERCIAL 'mes _
|| {6} | Bubject/Title of the Revww FExemption allowed without produchon of
Pa.rg‘g‘raph _Pfoz‘ma
{c). | Paragraph No.
) J2.12.12 {14}
{d] | Report No. and Year C&AG report for the year ended
31.03.2011
n (8} | Date of receipt of the Draft
: Para/Review In the Department
(b} | Dete of Department’s Reply
o R L
| Gigt 4 : V a.uement
-Gl ol‘ ph/ . anummcﬂsmtﬂmuamnkmsfu
Jof gnoda exempted witheit production of F
| Far atock transfer returned : Re.36104896
Shott levy : Tex  : Ra.3533472
Interest: Re, 1378054
Penalty : Ra. 7066944
1. Totel : Rs.11978470
M fa) Duuthebm:hmnt agree with '
g the facts and figurew indluded in
the paragraph? )
1If niot, Please indicate arens of
o) disngreement and also sttach
] cppiedofmlszdnmnmxuin
ll-lmt
v {a) | Doen the Department agree with -
the nudﬁonndu_!iona?
(b} | W not, please indicate specific
areas of disagreement with
reasons for disagresment and also
attach copien of relevant
dotumenta where neceasary
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vl Remedial action taken
: Iiupmemeﬁt_ in system
and e9, HIGBOT wolinyong Lig {0708 .
@ | met procedurcs Entire F forms produced were rejected as they Were
@) | including internal found to be defective and assessment was completed on
controls, 25.3.14 creating an additiona] démand of Rs.6308101
and iterest of Rs.5235724. The asessscc had fled
appeal before DC(A), Brnskulam. DC{A) has granted
conditiona] stay as per order KVATA No. 1496/ 14
dt.14.5.14. As per stay ovder assessee remitted {30% of
disputed amount) Rs.3463148/- vide ch.Np.163/7.6.14. |.
Ba]ancg-amountia-underRR.Theappcalisaﬁu
{b}. | Recovery of cverpayment ]
1 pointed out by audit
Recovery of under .
{c) |osecesment, short Yevy or -
. other dues
- Modification I the schemes
{d} - anﬁpmymmumdin; -
Znancing puttern
(e} | Reviaw of aimilar
cases/complete
scheme /project in the light
of findings of sampie check .
by Audit indings of sempie
check by Audit
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n No
(8] [ Depastment COMMERCIAL TAXES . -
(b, 'bject{ﬁtleofthekmw Exemption’ aliowed . without |
1 | Paragraph : ". 1 production of F forms -
. (ch | Parsgraph No. - 121212 10,200
R chortﬁo andYenr - C&Aﬁmportforthey&erended
| - .131.08.2011
g '(g}__DmdrwdptoftheDrsﬂ —
4. |- | PerajReview n the Department
1. 1) | bate of Department’s Reply
. iat of E Revi 1 without sduction ﬁ
Gu ParagFaph/Revier ',-Mimmm fm'th.eyur
o 200&09 'lhxaﬂ‘eat Rn.92 19m
. Stockh-ansia[uuﬂ._ : Re,230476070
Interest  : Ra. 24.89 lakh
Fenalty :Ri. 124,38 Iakh
: Total : R, 301.46 lakh |
Stack transfer {out) : Rs.132133347 -
- Shart lévy : R&179.17 lakh
L | the fmcty anid figures incladed in
T I not, Please tidicwie wrons of
| ) dinagresment and also attach
'_.apluurwmh
IV @ mmwwm =
5| the Andit tontiisione?
o -rmmmm
7| edtas of disagreesosnt with. -
reasons for disdgresiasait and aleo
attachy coples of rolevant
317/2017.




he dealer 'had filed valid “F* forms and transport

| documents for thé entire eclaim of éxemption.

Asuessment was completed eccordingly as per

. | Order No. 32070460645;2007—08 & 2008-09 dated
;mmmm_ _

@ ke |
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Action taken N

n Co AG’

T COMMERCIAL TAXES

| fa) Dcparunent :
{b} Subjectl’l'it]eofthekm -.l!l:emphonallnwudwithﬂutproducﬁon
_ | Paragraph - o:'l?forms
T | Pargraph No. ._
s s D 212.12[2934}
(d). ReponNo.deear C&AGreportfortheyearended
31 03.2011
- 1 {a)- hmofncuptufﬂunuﬁ
- PhrlfR:dewhthe )
(] Dateofbepmmen_tfs'new-

| qist ofPalwaph;Rmew

i

StocktunaﬂarmLR. 136759238
© Shortlovy: Re.462.99 laidh

Smckm-tsmt.masamsle
m:mmrnnas«m

&)

|

o | ®




Vi
and] T ;.ﬂmrtlwypmnwduutbythenewnform
{8 - | including internal production af F forms for Rs. 136739238 for the year 07-
eontrols. ~1 08 anil RE.353972516 for the year 08-09.. But the |
: hoohofmountsmehledsttsekmfertothemeof
Rnlwmmdks3m130‘77rupacﬂvﬂyfnr07-08
& 08-09. Of thia, thé dealer pradiced entire F form for
: theyoaro’?-osmdnmmmmmﬂeﬁeduper
Jorder dt.24.10.14 as "Nl demmnd against stock |
transfer. But far. the year 08-09 ‘assesised produced F |
notwveredhy!l'muhwmlmmusedbm
: Mmmmwmum Sinte the short levy
W N S hmrmmeaudatg ybedrgpped
—__l'pointed cut by aydit o
{c) . | asssssment, short levy or | - -
Modifleation in the
() “hmm“mm -
. E?m-n h
9| Reviw of simliar ”
_ fcomplets
aclmc;mecmﬂm
Hght of findivign of samiple -
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ta otes on Cl AG's
1) | Department COMMERCIAL TAXES .
{B) | Subject/Title of the Review - | Exemption’ altowed without
| | Paragaph " |- production of F.forma
[ | Paragragh o.
S ' 2.12.12 (31,37
"1d) [ Report No. and Year C&AG report for the year ended .
: Lt 31.03.2011
'[b) | Date of Department’s Reply
R Verification d.ﬁm?mt ~ file |
e . . . i i was |
| Gat of Paragraph/Review tex msmt_“‘m ; Ef’;d'
I e wnégrealmﬁa_mmm-os&
) . Btockmuﬁar{uut] 07 OB Ra. 1950017 -
. . | Short levy Re,8.26 lakh -
| ‘ Smd:mder(autjo&m Re.2505302 |.
2 IR AR ] i Rs.10.24 laidh |
| with the facts and figures
inciuded in the paragraph?
1| copies of relevant documents in
" | (a} | Docy the Department agree -
{b) | f aot, please tndicate specific
wrean of disigreement with
reazons for disagreement and
also attach copics of relevant
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. Remedial actlon taken

(a)

[mpravemt in aystem
" and procedures, .
incmdmg internal

CST assessment for the year 2007-08 and 2008-08 |

| were completod and desler has préduced "F* Form

dccluntlon for the enti.rc claim of exemption for.

: boththeyem Sothcremmtahmthvy

o) -

_| out by audit

)

Recovery of under

Y

- -_{e}

"Review of airailer

' admne]pmjectlnthe vt
. | git of Bridirige of memple |
.| chedk by Aadit fndings of |

L umpleeheekbynud:t
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Qgﬁgn taken Notes on Ch AG’s Reporis -

(o Deperlmmt - couMERcmL TAXES
(] Buhjemf'l‘iﬂeofthckevww Exemption allowed  -without
- Paragraph’ 'prqducﬁonofl"forma
{7 | Parsgraph No. 3 -
. . s : 2,12.12 {32)
- {d) | Report No. and Year C&\Gm-portfortheyeerended
[ R 31.03.2011 -
‘[T Tta) [ Date of raceipt of the Draft .
) Pars/Review in the Department |
- [ b} | Dute of Départment’s Reply:
m | Verlation o “OST amweeemect Bl |
: ‘ f Para graph/Review o reveals interstate tramsfer of goods wes
1 Qist of Ph 7| exempted without prodvction of F forms. |
. - ,M!aHemhemUdM—OBL
' Mmd‘ur fouy) ‘Re. 288746915
) Short lévy {R8.391.54 Inkh
L 1&]'DmtheDepnrhnentagree
o wﬂ’hﬂwﬁwtnandﬁgmu
| factisdted in tie parsgraph?
|7 | not, Plense indicate arsan tf
K (b) di.ummtandalwaﬂach -
_ mpiesofrelmntdommentsin _
AV | ta) -DmtheDepmtagw -
{7 | [ith the Sudit concluslons?
"I [] [ not, please indicate specific
. | areas of dieugrecment with
alio attach copits of relevant
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Ramedhl actlon taken

™

’ Impmvmmtinsynem

and procedures,
includmg mte.mal

CST assessment for the year 2007-08 was.
completedaspermﬂer dt.15.03,2013. Dealer has'

-| produced Farm F for the entire interatate stock |
'h'enafar[mt}forthec]aimofmmpﬁanvamcdto-

Rs.288746915. "So there is not short levy.

i)

e .

{cl'_-_

. t_cuﬁ__

..: IB} =
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'MMMAM_

{a] Depurtmmt I COMMERC!ALTAXES
{b) Subjectf‘ﬁtle of the Revisw | Exemiption - allowed without
| [Paragraph . pmductionofl?fonns
“{{) | Paragraph No. :
o o 21212133] _
1L _Eg'pgrt'_-No. and Year. . C&Aﬂreportfortheyearended
: ) ] . |31.03.2011
IF - | {a) | Date of receipt of the Draft
1 - | Peta/Review in the Départmént |
. [} DnteEfDeparhngnt'sR@ply
- - . . " ) . . .
m . - [Verificaticn of C3ST assessment file!
' Qist of Paragraph/Review reveals . interatate .transfer of goods
i _ PR/ Revigw ‘trane:mmptedmthoutmduchnnoﬂ?
“|forms. M/s Hindustan Lever Ltd]
- | (2007-08). .
. | Stock tranafer [outli:-R&_73962506_
o . . Short levy © ¥Re.31341 jakh
1 . | the facts anid Bgures included in
[ - |Xnot, Please indicats arvan of
| ) [ disngroement and alao astach
. coplas of relsvant docunients in
| the Audit condiustons?
(by | i not, plense indicate specific
" | aroas of disngreemient with
mm-hdiumtmdlho
utinch copiey of relevant
4o it m nry .

31742017,
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A Remodial a'otln;;j ﬁhﬁn

and procedures, |'csr nmument ‘tor the year 2007-08 was
i | inchoding internal < mpﬁmduperordm'dtd 03052013 ‘l'hedea.ler

| Re. 73062506, "Hence - exempﬁ(m cla.:med wea |
- gcnu.ineandallowed Sathcremnoshmﬂevy

T | Hecovery of overpayment
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Aetio Notas

AG’lRe

R

B COMHERCIAL TAKES

E;E'

_Bubj.ect}'ritie of the Review -

Paragraph -

'-Pargg!_-athg. :

pmduction dfFfmns _

[2121208)

C&&Breportfortheymended

. 31032011

Dmﬁm:ip&ofﬂ:ebrm

Pura{ReviswintheDeparmt

B I‘ibr'

DamcorDeparhnmt'sReply

- | Stack tranafer (out) : Re.132853176

Rs.4.90 croie

“Teer

Y cinding peaati .

@D

B




ﬁeassesmliasmduoedl"tomifor-

Rs.65605846. Of this, F form for an amount of

‘Ra.29159172 were found defective and hence
rejected.  Assessment was completed vide order
Na.32150216575/07-08 dt.30.10.14 sreating an|
addl. demand of -R3.1487247]1 towards tax and |
interest, ;

4 {b)

-pointed out by andit

asacssnent, short levy or

' (¢)

'. R—'.'.. d- “ -

acheme/praject in the
Light of indings of wample
‘chedk by Audit fndings of

sumple check by Audit




[Bublect7Tits of e Feviow ™
.| Pavagraph.” ~ - -

Tu Iuo'

- 2.12.12 (39.40 41}

BEIL

Eeportlio -mian o

CMGreportﬁntheyeumded
31039011

=1

mdwmhem
wﬁmﬁmw

) DnzeofDepartmml‘aReply

Er

mmfmanhfneview




. check by Audit

VI Remediai action taken
lmpmmmtinm [radine Compa DE :
. and procedures, Desler fied ¥ form for the ectire amount -of |
&) including internal interstate mtock tramafer (out). Accordingly C3T
asscamment was completed for the year 2007-08.
m-mmgmpmm-osmmmmmd
conslgnment sales for Rs.3,49,72,405/- and claimed
emnpﬁnna.’l‘hedenlcrﬁled'!"tmmiurthe entire
twmnoves af t pales for the proaf. This was
wdﬂedindammtmpmedammﬂnw.
CST ansesement in tespect the dealer for the year
ZOOTrO;Bmmmpletéd.Ffamdedaraﬁmmﬁledfor i
: . | the sntire élaim of exemption. There is po shortlevy. |
(b} . | Recovery of overpayment ' o :
pointed out by mudit
) Recavery of under .
e}’ asscamment, short levy or -
other dues
¥ pioedification in the schemes
{d) | progrwmmes including -
e Heview of simflar
: cases/complete .
| senemefpragect to the light
of findingn of eample check i
by Audit Gindings of sample
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Department

T - T COVIERGIAL TAXES
(b | Sj.lbjectf‘l‘iﬂeofﬁwkeﬁew ' Emmpﬂonnnmdwithmltproducﬁonoﬂ?
e Rnsmbhﬂo' 2.12. 12(501
AnnexweVI . -
T chort'No and Year__ ' cm?mnmmmmwazoamil
fa¥ Date of receipt of the Draft
) Para/Review in the Department
{b) [ Daté of Department’s Reply
; ] - mmdpﬁtwmptedwlzhom
Gist of Paragraph/Review '“me&muflfhm M{abnn Netwm‘lnl..td
(2008-09}
" Stock transfer {out} : Re.3290262
Short levy tax effect: Ra.1.3] lnkek:
_ Interest : R8.0,35 lakh
R : Total i Rs.4.30 lakh
{a) | Does the Departuient agres '
" mththeﬁntamdﬂgnm
[ if not, Piease indicabe arcas of
o cgﬁeﬂ_ofmlmtdommin
() | Docs the Department agree -
| with the Audit concluslons?
() | 1f zot, please mdicate specific
-| areas of disagrsement with
reasons for daagresment and
also artach copies of rélevant
dpcuments where necessary
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Remedisal action taken

| Improvement in system MW.M&;QE!

ﬁuding interr;al The audit objection is sustainable. The assessment
{ contrals, | #as completed on the basis of aadit enquiry as. per

’ | order Ro.32071312484/08-09 ded.15.3.14 and addl.-
) ’ ' |demand created Re.159020/- (tax Re.99950+
.  int.Re.59970) RRC issued to the District Collector s
' per RRC No.RR/14/6635/T,

)

' Recovery of overpayment

e

1@

Mhmm

=

Reviow of eimilar
schemae/ pitject in the light
of indings of semple check -
by Audit findings of sample
check by Audit
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[ a)

Déi:;meht 5

. COMZMERCU\L TA)CES

bl

-Subject/’htle of the Review

" | Exemption allowed vnthout producuon ol F

form.

©

2.12. 12{51}

Amcxu:e—\’l

i

Report No, and Year

CMGchortforﬂwyearmdedSI oa 2011

L

()

Date of receipt of the Draft

)

PaijcmwintheDepammt L

Dau:_ of E?_sparmt’s_nep!y

| T .

Interest
| Total

'. hmmmﬂHdgoodsmmptedﬁthmtl'
pmdueﬁmoﬂ?fmm k -

M/s P.JohnZachmn &Co {P] Lid. [2006-07)

. Sinckmsﬁa'(om) Rl.23035515

Short Jovy tax offest : Ra.23.03 Iakh
: Rs,11.74 lakh
: R3.46.07 lakh -

I Rs:30.85 lakh

[ Penalty -

@
. "'_mdudedinthepmnph?

DoutheDepumtqgrm :
with the facts and figures

lm

' 'Bmmindiemmuof T
dlmmtqndalsoattach .
eompfplemtdoeummuin

wpport

@

Doumebemtagee

mhtheAuditm&:lun‘m.n? b

- :_(h'l'

lfmplsnpmdmamupedﬁc

31772017,
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o)

Asumaﬂledvdld?formfurthemﬁmmmmof

| stock trunsfer velued to Rs.23033515. Aammant
completed on 13 3.14,

| Risoowety of overpayment

od out by audit

e}

asseaament, short levy ot
other dues

@

] Modification in the echemes |

(O

financing

Review of aimilar
'qn_lu[mplm
schems/project tn the Hghit
of findings of semple chieck
wmmum

check by Audit
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cnd'

_ "ntake"'ot 'orts_
Tie) TDepartment T COMMERCIAL TAXES :
] {B) | Bubjest/Title of theRsview Coneeasios - allowed ' on dcfectxve C
| |Paragraph ) Forms
' Paragratho. .
_ : S 2,12 13[1 .34&5]] e
Cfd), RepnrtNo deear : '.CMGmportforﬂ'Leyearmded
I P 31032011
T @ Dabeofuedptoﬁhcbraﬂ :
1 Pm[Rsmwmﬂ:eDepmt :
(b].DateafDeparhnmt’aReply .
I : . ' ) '_ - 'Iheobmvahmoﬂ\ﬂisthatdcfu:tlwec
'-W"prhm"ﬁw |of 4% is. alowed by finalizing the |
' ' ’ .| aseespnient for the Yeal'! 2000-01 to
. _ | 2004-05. - The defective -pointed but in
- v . |#udit ia that C form ia duplicate not
g | déted and issired to 10C, Chennal. Short |
. ie\rypomtadouthytheAGmRsIQ.Ba
Jerore, Ra20.83 crore,  Re.27.82 crore,
‘R8.30.79 crore- and Rs.35.19 crore
|- ) respemvebfortheymammto
1 . - L 2004-05indu
IV . |{a) | Does the Department agree with
S | thic fucts and figures inchaded in
the pi .
b} -dimmgreement and alsa attach
- |7 | coples ot relevanit dcusierte in
W | (a) | Doss the Department agres with -
|, { srees'of disagrooment with
©} remncns for disegreement snd alsc
-Mecpuufre‘lcnnt
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".-mnu'ols .

Vi Remediil action taken
Improvement in system | The audit phaervabion was examined in the light of
| end procedures, asseaament rocords for the year 2000-01 to 04:05. Itia | -
(@ mcludmgin noted thiat the statutory forms prodiced for the anle of |
@ m" | HSD by M/aSouthcrin Ralléay; Chennai were not C
| form but O form. - -

ICX:,Knchiishav:mglbundmh:utm&veoﬁcea.t

Chennei. The books of accounts pertaining to Kochi,

unit of IOG ave maintainéd end consolidated thevc..
Each: and every statement pertaining to the buainess

: mﬁudmm,mhm&mm ‘Bo

a.llu?_ i the ‘case- of M/s. Southern: Raifway, the

purchnuurderforHSD&mIOCmmﬁbplmd'-
by Seuthern Raitwwy, Chénnai beforé the 10C, Chennii.
Pursuant to. this, I0C, Chontnai Had dirscted I0C, Kochi |-
to effect the transfer meterily from Kochiunit of IOC! |-
ﬁnnethe'mﬂm'wuplacedbeforaloc Chennai, |
naturslly the D form was placed before them by the
Smthman{lwuy mhisreasmwhyﬂmbfomm
Ragqrdmgthsuthurdqﬁectnameb'mebﬁormn
mtdmedmdthedechnﬂmiasuodiuthcduphm
copy of D form, it may be noted that vital iinformation |

.'reqmredmawnﬂablemthenﬁnm The invoices ng.
i and dite, name of commodity, tax amount, total vatue

ete. are clearly mentioned in D form.  The declarations

. } mmmhmmtadbytherespmbleomcernfsmthem

‘Railway, Chénnai. The audit has not made a case that
!heg)odad.ldnotmmoutmdcthemte
Thedefectpointeduutbyaudituonvzeehmml

lend can be cured..- There is- a number of court

directions that declaraticn’ having defects may not be
mjmdh.ltmdwtheumseefwthemnwﬁm
-HBome -of the citations agninst tejéction of defective:

E dod