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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
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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.
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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.



46

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).
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(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).
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[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,
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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,




106

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-
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' 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
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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




128

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 dodmtion forms of varjous High Cota.rtaa:-ec:ited""
-Ibelow‘

1. MlsKmatllm D:lry Develupmmt Cm'pcranm i
: Commissioner . Commercisl ’l‘mn
{1992!87 SICSQI[KII'} ]

o2 Deputycmm\(s Manuharundﬁmthm_'

(1962) 15 9TC 686Madras). .
3. dememm(197m26 :
: SI'C‘I-BO(Orhu.} -
Mlﬂywwhdoutbytbeaﬁuinclum ol'

" | penalty. Penslty is not automatic snd that it will ‘be

- Mmlyifthmmaeunmuusattemptonthppnﬁ .

'of the defiuliér #5 defy thé revemue., Imposition of
pmnhyﬁqynmbemuﬂﬁedunhumdunﬁltheaﬁmme

_|in this regara in eniablished reasonahle doubt,
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The ponﬂoniampportedbymwdaddmaf
vuioull-ﬂghccustn Bome of them aré cited below.
I M/».Karihic Electiic Controls Va. CTO,
g "_Nﬂha.boxsl&VS’l‘ltSOoandru!ﬁgh_

2. S&teofuadm\h RndioundElectncall
- Lid 188TC 2228C -
C 3 '_Aﬁn@mwtlndulxd.VuSateomel
Nadu tzoonmssrcwsmdm]
4. . - Hindustan Steel LMVl.Bta.teufOnuo. .
{1970) 25 ST 211 5C .
Inthel.lghtoftheahmeuuﬂmsacdonmhcms

."_-tnhmby,theammﬂmﬂwtogetthecoﬂwwln _

B ‘(‘c}g- 2

—

sd:qme}pmiect in ths

5 ].I;hlofﬁnd.ingadampiel s
| ctrnck by Audit fmdings of |

BN smape chock by Audit
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M__ti_og ta!mgﬂ MMC&AG‘S Egggﬁ_l_

Depa.runent )

COWERCIAL TAXES

)

Subject/Title of the. Rcvir:w

 Concession allcrwed on defecuve c
Forms :

e

Pamgmph No

2.12. 13(5759‘&10}}

Tap

Reboi"t No.' é&id.veéi- '

. C&AQ report for the ycn.r ended

31 032011

[} .
.. -} Para/Réview in the Department [~ -

Dateoireoupt oftheDra.&

ngofpgpqrhnmssﬂepbt

B mﬂobmmmmdﬂecﬁnc :

| RagY

} form ‘is conaidered and concessiona)] rate

|,af4%iaaﬂuwedwj:ﬂeﬁnnlﬂngthe-'

2000:01, 02-03° and 03-04' in respect. of
‘M/8.BPCL. Kothi.. The defective pointed

7 out by audt {6 that C form is duplicats | .
: .'notdatodmdﬁmedmm..(ﬁlennm'.
":uugllnsttnthem,llla.BPCL,_
" | Kdehi. -Short levy pointad aut by the AG'
|is Rusls _crute, - Re.11.00 . crore,

Rn2507 crore - and
Ra.2598 crbrc mpccﬁvrlyfor 2000-01,

10102, 0200, 0203 end 03-04,

—® T

asgeaament for the years 2000:01,01-02, | .
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and Bangalore, Books of wmeeounts pertaining to Kochi

* | Chennat. - Enchmdsvwltut.mentmhhngmthe
humnmacmiﬁuofB‘PCL. Kochi recelved from there.

" |10 the BPCL, Chénnsi and Bangalore. Regarding the |
'aumdnsnton:._andumnpumhmm )

--'deHSDmmmkl&ewrchmmm

o ianotda&edthedednratmn isrued are duplicate snd | .
| the . nonexure is signed by the ssscesce company ).

* { st date name of commodity, totel valué stc. are cledsly
mentipned in the D form. 'Ihumd.\thunotmadcn

_. mod cpn bs cured. 'Ihue:sanumbu-.u{_eouﬁ

VI - Remedinl actlan taken
Impwwmcntin system The nudit obsarvation was mmmedwith mfcrmee of
.-} apd procedures, | |@ssessment records. It is noted that the statutory forms
" i) - mch.td.mgmm.a] -obhhedfarthesaleofHSDtth.SouthmRaﬂw
1 | Chermal weire not'C form but D form. -
.,"contl'ols - : The. Adminiytrative officers -of BPCL is ar Chennai

unif ‘of ‘BPCL mre prepdred-and consdlidsted at

M/a.8outhérn - Railway, Chennai' and regarding the

Gmdeputmanumﬂlemteofmm .
With respect. to-other defects, namely, the D formis |

themaselves:. It tnay be noted that vitdl informagions |
fequired are available in the D form. The inveices nio.

cauetlmt&egoodad:dnotmm‘ewtudethemw
: ﬁedmctpmmdmtbymditumlytechmcal_-

L W"x"m“““* D"“Y Dmlﬂpment Carporution I
: . “Commercial

' ‘I‘axoa )
_ [1992}878‘113321{]&:] -
2. Deputy Cammindonavl. ManoharmdBrothcn |
(1962) 13 STC-686(Madras).

3 ‘State of Orisse, Ve, Orthohshwurka 19‘? .
STC 480{Orissa). . (1970).28
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Ihmlwywork:doutbyﬂmaakmcludwot'
v. Penalty is not automatic and that it will be

1 peaslty
attvacted only if there is a conacions attempt on the part
| of the defamilter to. defy the revenue.

Impoaition of
notbcpmhﬁedunlcsaandtmﬁltlwuﬂ'mm '

-&a‘ﬂﬂsrega:dwastahhnhed beyand Feasonable doubt.’
. Thenhmepmﬁmismpportedhysomdedmaqf

wurious High Courta: Some of them are cited hélow.
SIS PR M/wKarthic Electric. Cantiols Va. - CTO,
Coimbatore 15 VST 450 of Madran High
2. StateniMndras Vs, Rad:odelecu'mh'
. lad 18 8TC222 8C )
'3, :Agﬁa.GavcrtlndmLtd.VaSueofTamil-
©7 " ‘Nedu {2001) 123 STC 108{Madras) =
‘4, © Hipdustan Steel Tad Ve.Gtate nf Orhaa
: . (1970y258T2118C ..
‘Ini the light ‘of the above citations, u:timhbdng

_ﬁbxuu asccasing auttioriy to get thie correctad D

Sl

"(e)_
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317/2017.

_ Action taken Notes on Cé AG's Reports
@) [Department CONMERCIAL TAYES
(b} Subject!’l‘itleofthel!mew ) menima.lluwed on defective C
I h . . | Pormi ; ) .
e} Pa.ragra.pﬁNo o - 121213 (11)
d} ReportNo deea.r C&AGreportforthcymendnd
) S 31032011
o (af I?nteof-:pcdpt_oftbebrm. o
' | (b) } Date of Depariment’s Reply - ' L '
B ] T ms%ammumuncm‘“_mmc'_
: | st of Parigraph/Review - | 108 issied. by - M/s.S.Kume,
.th.of -, [ Watonwids Led., Mysare for the purchase |
’ . .| of farnage .- ol for Rs.63466433 in |
== |sdefective: mduiecbpuhtedouththat .
- | ttie purchasing dealer got registrmtion in _
CST  Act s wel .-30.902 {C8T |
No.2045287-1)whereas the transactiom | -
effected prier to 30.9.021
amounting to Re.33745947 Henice
interatate male of famnace ofl 10 S.Kumsr
|per  w 30.9.02 amounting  to
. .| F®.33745947 canriot ‘be cinsidered as |
- ulemmgiltereddeslerun&eraec.a(ljlb]
[-of CST Act and therefore concessional| -
mate of tax at 4% againat C form is not |
. S allowable. The short levy worked ont by
N . L . .AﬂthBSMMM
v (@} [ Does the Department agres witk - ; I ) .
| the facta and figurey included in. | -
-} the paragraph? :
. . -:lfmtﬂnuhdlcmmuf
. (b} ‘disagressnent and alao attach -
. mdmm&h
IV B [q Dmmw“wtﬂ:" - R
;'[b} Hnnt,planehdlunlpodﬂc
-+ o diwas of disagreernent with e
. mmhdiwtmdlhn
- | attach oopled of relevent
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ofiod Is whether " the dats THaisd I Tsme o
-reglstuﬁon_
registration.

or the effective date of
mmﬁmmm
{Aunn.] Spl.cle-ll , Bl has been directed to revide thé -

: '_ e

s

I f'. i‘)
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Departmcnt

- QOWERCJAL TAXES

.| Subject/Title ofthc chew

Cmeesaltm allowed on defectwe c

Fb-nns

Paragraph
-Pm,_'agrathq.-

2.12.13 {12)

R

.Répu:'-tNo. and Year __

Mmportforﬂiejearmdad

~lavLos2011 -

1

I

Date of receipt of the Dralt

| Prra/Review ini the Departmont

[b]

Dateqfl_)cpar‘nnent’ékcpty_' N

| st of Paragragh/Review

. b

@ [

| prier t0 9.3.04 canmot be

'Iha nbjecﬁuntnthuthecﬁmﬂu.mmo

10326 issued . by . M/s.Of India

:Wowmmmmm
:_"fwﬁupumhmdmhddecﬁve
. | The defect polnted out jn that the

purchasing ‘desler got registration under
CST Act w.e.f 9.3.04 oply, and hence C-
form  declaration  purchase cficcted |
smounting to Re.37593345 was ¢ffected
]
denlerund:rm&[l}(b}
of ‘CST Act and -therefore concesalonal |
mortm-tmmncmnm .
aliowable. The shott levy worked.out by

] AGilRl‘lﬂOmmdu@gEg_ﬂx

| )

T [Eet
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Remedisl action .tlhn

Vi1
| Improvement in system | CST Registration is compulsery in the case of all dealers
] mdpmcedurea, linble to pay tax under the CST Act. An application for
|4y includs 1 | régistration under sub sec.(1} of asc.7.shall be inade not
controls. becomes Hable to pay tax under the Act. Registration’

) unduthenaluuxhwoithcmopﬁmmwcﬁﬂ

he is not liable to pay tax unter the CST Act. In the

'|-case of M/s.Rajadhani Waste Cotton Agency Vs. (1991) )
’ t certificate of







'..[t_l]-'.

TCOMMERGIAL TAXES

B

@]

J2.12.13 013

31.03, 201&

C&AGrepmttorthcyaurended

Tar

"Mobjecﬂmhthnthecmmw
..Mmuk{u.lsmycl’euﬂeum.lhhe

. "1 04-05 were effected

and Bubhyathra Fuels, Mike for the year
1o

purchase . prior.
underCSTAc‘LTlle
prior to CST
lakh. The

CS8T
amaint’ of

purchass
Regletration® dntuioRnlSQ?

BIE)

e Mmmmumlwm

o

it
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vi Remedial act
_ | Improvement in system CST Registration i compulsory in the case of ell dealers
| | antl procedupes, liable to pay tax under the CST Act. ‘An application of
) ing internal régistrition under sub sec.(1} of sec.7 shall bs made not
. including ‘later than 30 days from the date on which the dealer
| becomes Hable to pay tax under the Act. - Registration

g to Ra.687978 is included. Sinee the dealer

" | ham furnished C Forms penaly i= not leviable in this
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d:imctedtoreduthea.meament bascd on audit

' ommdtorcpontheremtmﬂ:m 15.days, -

31712017.
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T@)

De T

'com

b]ecthitleocftheReview

C.meuions allowed on defac:tlve C.forms

B

 Paagraph
Paragrntho ]

T 2.12. 13014)

o

ReportNo nnd‘fear

o c&ac Report for Lheym mded 31032011

Ter

Dmufmelptefmemit

mtc«ol? Depument's Reply

L Giﬂtof Parasmphfnmew :

1 deﬁscﬁvemdmagﬂar Thcahmlnywnrkedwt

Itmobemcdmaud.itthntualnof&mmmfm

mzszogoa'r;-inmpwt arwsBPCLforthe -

TFear U9-04. to. varioue Gove ‘deparhnents ‘i
xn-nmka at’ 4% against C form which .is

hR-?QQSlakhomcludm;iumst. :

@

'-'DoeiﬁheDcput!nent.gee
. wiﬂ:thefactnmdﬁm

B 'mcludedintﬁzparagmph?

_Ifmt.l’leuemdmmtemad ]
tand slso mttach |1 -
eopienofml‘mntdocumentnm

BB

?Dmtheneparmentmee
wlththeAnﬁtcunnludmu?

BE

Hnm.plmenﬁcm.pedﬁc B
-1 greas of Sisagreemant with
* | rensons for disagreement and |
C e alwmdl_mpmuofmt";

. ‘documents where necegsary BRI
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Romedld action tlklll

CR

.Thedefeetlpﬁuﬁedhutbyﬁtimthatthmghpurchma '
‘| were made’ from - M/a.BPCL, Coclin, C - Form|.
dadmmwm:medtol{!sm Bangalere:

W,theammmmdoeedahuwingthcdet&ﬂaof |

invoices ere signed by M/n.BPCL, Chennai inatesd of to
. mwwmmmmmsme

This canse jo otwimined in detadl, Hu‘tafall the ’

-"Mmmﬁmmaumwmmm=
© .| not %' Forms but D’ Forms. The 1Y forms aie scen |

ﬂ:rninhodbythafolbwhgdepam:ntnﬁidalqofthe:

: Gmdxmmmmmormmmfmom
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i 2' ﬁeputy(:omsdonerv:.uhnohwnndarothm
) {1962} 13 8TC 656 (Madrak) 1
. 3 Sblteof(h‘lmV&OﬂBsaPthhWoﬂm{197012B
. BIC 480 :
.In the. light :of the nhove dxwmamce, the | .
. AC(AIM),B]:I.CI&-H ‘Emalrilem has been directed to
. 1 inform as to whether the defective D Foima are rectified |
'.Imdnmwmdhymiaﬁme ‘ Qthérwine, the AC ia | -
[|directed: o’ initiate '-“SW action “to complete the| -
mesment;ﬁesh msldmsmdxtobuwaﬂm..
’ nndtbﬁuﬁahtbercportmthm ISdays. .
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D@hﬁeﬁt

]

) ODMMERCJAL TAXES

| Bubjeet/iwe ofth.c.Rewcw

Paragraph

Conouuonaeﬂowedondefectwecmrm

(c} |

'Pn_raqaph No,

2.12.13(15)

~Ta

Report No, mclYea.r

] C&AGReportfortheyearendedSI 03 2011

Dmofmdptnfﬂut)mft

'Pnra[ReﬁmetheDepmt

BT

Date o_f Dcpart:pen_t’s Reply_

.-._j .

+| .| Gist of Paragraph Review
L [ 0k-02 againet C form i not allowable. The € |

= Itwa.nobnenedmauditﬂmtsalosof&tummtm-

+|Re.1714072/- of _ Divisionnl Engineer HARW),|
Mminmlpectnth.BPClqKochlfcrrﬂ:e-

ﬂ&rmhddectmemdismlmtnbomtnwhnm

'inhued. Shm:tlevy:swm‘kcdmth lgﬁohkln _

BNECRE:

.Dnnlhancparungmmem
. ﬂ:eﬁchan&ﬂgumhcmdndm

T ummmmsmemu
by

dwmtmdnlnannch

.ouﬂunfmlewntdocwnmuln
- mppm

T

e unmm—' P 1

Emt,pleneﬁldimmlpadnc

) .-'ammph-afmlevmt :
L .documennmmnry
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- VI nemedwmhnnm
1 ';:sduﬁ:ct.pointcdoutby.ﬁ(}iuthafsalﬂofaimmcn ;
- I'my t Re 1714072 to’ the Divisional Engitiesr. (H&RW)
o and"”"mm“:mm Taticosin from M/s.BPCL, Kochi for the year 01-02
proced: - ‘agginst C form is defective. 7T "hetormmnlmtaboutto
mcludingi.ntunal mw
contmls The case is . examined wi.th :dexmne to the
mmtmords The d.ec.lamh.onfomutmdm
h.avebemeﬁec&vehnutcrormsbutDFma Dinm |
iemwwmmm@nmmﬂm.
] Tuticorin. “This ia pn unit of Tamil Nadu Govt. and
5 'nuthmlanipedunthaniomuaconuﬁdd The
enclisure contains inveice 'No. mddate,meof
. 'm&tyqumﬁjyuxmmtmdvﬂueetc
'Ihqde.ﬁeﬂnpmut-doutby.&&i:smlymchnlmlmd
: be -cared. ‘Thare are & number of court decisions
- tmtdgﬁdfvtdeduahmsmbembemjecwdm.
’ tuwmedhusktoﬂ:w assesace for - jon - ‘end
i Smufthedhﬂommdebvainmwunm
. o : thcabuveﬁnumgwanbelow i ,
: ; 1. M/s.Karnsteka Diaty Development Ooxporntim
o Vscmmuofcommﬂdal‘ramumw'?'
o 1 _.2.'DWWV&WMM«: .
Co g T .{1969) 13 STC 656 Madras) -
e "3, sumdomv; Oﬂmamuhwmhmms--'
1o L -__lhuvcaoﬁminbmummmﬂﬁﬂmdeﬁminﬂu'
1. s e Dﬁnrmmhniﬁedbyﬂf&BPCL,Knchi.
B Racovery of overpayment
L outbysudit -
R SR ‘of unvine aseesmnent, -
'-(c]____dmleqmmm s -
VodHication 1 50 caemes.
_ Ty | nd grogrammes including -
| Tl | weview ol admiar
. - u-u!mnlcnmmwt
iny the Hght of Bndings o7 smple
Mwnmwar




] Deputn:mt

COMMERCIAL TA}CES

Subjéct/Title of the Rmcw
legmph : .

Concession a].lowed on defactw: C

Forma

| Paragraph No.

2.12.13 {16]

-ieportNoamlfear

emommmewm '

] 31 032011

125 % under Bection s(zm:p of the | -
e ;- s @ 95 %|

fmy

T

==

e
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Ramedh.! lction, tnken -

_ I.mpmvemcntmaystem
- -t apd procedutes,
@

_ i.ncIudmg intérmal . -
: covntrols o

"l‘he nudxt objecucm ia not found sustamable'

. | on verification.  Mjfs Cresol Tenhnalogleslndml’vt._
' thlmpmduwdCFormatoprovemtcrmt@salea
. |effected By them for the year 2007-08. The
- | registration debaﬂa of. the supphcr M/s United |

-} group

: jore tiaw been verified in- the TINXYS
and oh verification, r.t is found that the’ auppher

.'--'-M,'a United .Group Barigalore  is-~ having CST

registtahon with TIN 29090756902 with effect frbm .

| 22.052007 In the circuimstances the € Forms |

bythedealermprwemnoesﬂonalrm

. is hot found defcctwc and thmforc no shart lcvyof .

ST
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3112017,

tio a N _AG’lRe rts
i Departlnmt oommcmbmxzs
(b 'Sub]ect/ﬁtleoftheRcuew !hcempuonaﬂmdondefactrvel?foma
1 aph
. {(g) | Paregraph No. 2.12, 14{1}
1) [Report No. and Year .G&AQReportfurﬂ'neyparended 31.03.2011
JH° T{e} | Date of receipt of the Draft T o T
L ;- Piréd/Review in the Department
{b} 'Dateofbeparunmt*mepb;
ST T . ‘_hmmofmmmmmzmm_
' _thofparagx-'gphmeﬁew | interatate iransfer 6f goods was exemptsd on | -
R - .| defective F forms th which tranafer refating to |
' _.m&mmemmﬁmmm&
- {were made on invoices without authentication, |
mmwmmgpmodbeymdﬂmmdxty- .
] ' Shmlavyns 43451akhs _
v - (a]-anuthqu)Mmtnyee _
mththnfactaandﬁguma
] | incloded in'the paragraphi?.
| Enot, Plerse indicate arean of -
(b} | disagreement and aiso attech
_ - opgiu'df-mlm.r_u apcumen't_u_in_
v [29] DoutheDepcrhnmtlme -
“| {o} | If not, please indicate. specific
aregs of disagresment with -
' _'s.lsoatmheopmsofrelevant '




VI Remedial action taken
. ‘ Improvement in sysiem patiok Loy 1 [4d.. Emgkulam T
{a) and procedures, * Audlit dbjection is that the F form. is defective |
: includihg internal m&wmummdmmm_ .
controls. : On the basis of the above beervation, the
andmveriﬁcaﬁbn.lt'm_ﬁnundthntthedechﬂm_
are scceptable. In ihe lght of the above, asscasment
. | wan completed as per order No.32070200174/06-07"
dtd:31,7.10, . '
b} . | Recovesy of overpayiment o
fc) .mmmu —
: ather dues -
Miodification tn the schemes
Ty | oonh progremmen incind -
{e) | Review of similar -
* | casesjcomplete
scheme /project in e Hght .
of findings of sumple check - .
by Audit findings of sample . _J
chock by Andit :
i
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- Action taken Notes on Cf AG’s Reports

‘| (a) | Departmment _ CDMME’RCLALTAXES .
-| (B | Subject/Title of the Review - Eumptlonallowudondefectrve?foms
- [1e) } Paragragh No. 212 14{2}
{d) | Report No. and Year - C&AGRBportfurtheyearended 51.03.2011
} (a) | Date of receipt of the Draft. |
. Panjneviewinthebepamnﬂn )
-[b}"DateofDeparhnent’schky '
: Gistof?a}ag_r’aphfgevicw Intu'mutrmaferofgnodameﬁmptodm
B . ) defective F forma in which transfer relating to
more than one month was covered, correctiona
*were fhade on involces without suthentication, |
. mmsmmgpmdbcymdthevddﬂy
.| of declaration ete.
’ ' ShmlevyRa 142Sm
1@ Doeatthcputnmtagme .
© | with the farts and :
hch;dedmﬂ:epcngmph? o
. Ifnot.ﬂeueindk:.temuof
(b} | disagreement and also attach
copits of releveant documshts in
_ | {a) | Does-the Department agree -
_Z wrththe&uditcgnchtdm?
6] [ o, picaac tndicats specific
‘| areas of disagreement with -
alao attarh copées of televant
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Remadm nctlon taken

{a -

Impmmmt in systnm
end procedures,
inchiding internal

| controls.

) Aﬁbnuiwﬁmhthatmtdmterm;wckmﬁm
(out) for Re.1176650849/-, the dealer has submitted ¥

| form: only for' Ra. 1051208974/~ and the same canpot be
accepted sitoe it is filed after 3 months,

) The audit obaervation is not found sustainable
fortheﬁﬂovﬂngreaama :
Mpermlelﬂf?]uftheCentnlSalu.m
wmmmwmummw
NoﬁﬁcaﬁmNoGSRSBﬂ{E}dﬁd.ngSwef. 1.10.05, a

; pruvhowaaappmdedufo]laws

. “provided that if the pmocribed mthonty is
omaﬁedthatouepw-smconmedmprmdhy

'suﬁmtmmallowwchdedxnﬁmu

certificat 6 be furnished within such further time as
‘iliat anthority may permit.” ‘Pesides the Ride 1B of CET

/| (Keg} Rules 1957, prescribes that declaration forme in

mc;rmﬂngmmymentmbepmdnced

"| before.the asscasing authority, at sy time before the
] asscssment for the year is made. ‘!huaﬂmhmel.{mxtcet

ammthacanbommdedbythemuﬂngmthmty
: pxuvidedth«eahouldbesuﬁdmtcnuse

Itmtruetb.s:ﬂ:emlenprendheaﬂmsﬁ-mefor
[ furnishing statutory form. But, it may aleo be noted
that ns per Rule 12(7) of CST (R&T} Rules the ansesaing

: authuntylsoompetmttocondonetheddawinnﬁngd
" | statutory forms. The delay in filing the same cannot by

iteelf & veason to deny thé rediced rates of the tax
bared at Forms which are aveilable wt the time of

. | anwcssment. In a similar case, theAppellmAuﬂwdty._
Depuxycmnﬂwdmd Konmdkectedthemwg

mmmwwmmmmﬁmmwehm
mmdethoughitmﬂledbdmdly(urdermwa{m

. | 1013411 ded.19:10. 2012},

Moemcﬁxnbiec&anmnntfmmdmltamable
Smoethedederfaﬂedtombnﬂldednﬁﬂm for stock
tranafer amounlmg to 'Fa.12,54,41,875/- the|
mtmmsmmtmmphudumehgbu

rmdtaxbytheAuLComm{am Special. Circle,
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[Kollam &8 per - order . No. 39020250952;07 73

did.18.7.2014 ‘creating an  additional . demand  of

R.50,17,675/- (tax) and Rs.38,13,433/ (intereat}. The.

dmdi!underRRhaforetheDiatrlctCoﬂm
Kollam

e

|ie)

)

' (el-_
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Al's

- | Peca/Review in the Department

. o ' ¥
Ji% [ Department TCOMMERCIAL TAKES
[ 6 [ Bubject/Title of the Review Emmphonalloweddndefecuveil'forms
) __pamph Wo. 212040 -
=11 TRepert No. and Year . .c&é.wwﬁeyé:eﬁded 31.03.2011
) [ Date of foosipt of the Drah — — y

-.E_)_ntp o_fBeparm_:ent'sReply

| Gint of Paragragh/Review

7. Vidoocon Industies [2007-08; iterstate|

-.-h-ana&roianodzwumpudmddemﬂ' -
. _'?mshwhchuunaﬁrrelahngtommthmm- o

. mnnfhmwmd,mrecﬁnusmmudem
" | invoices -witheit suthentication, -fransactins

'-rmmpmdbeyondmenndnyoumm

_Doetthenaparmmmtagree

with the facts and figures

mchqud_lumparmh? .

swt;mns 44, 14lakhs .

i)

If not, Please in
disagresment md'ilanatts_nh
] mﬁudmlevnn‘ldocummtsm

 apport ° :

areanof

)

Doelthebepartmmtagree

@

. of disagreemert with

_{ reasona for disagreement and -
. ahomchmdrdm




mmomewhupdnudmdefemh

_{(a) | and procédures, . 'G?WMedbyufovuwmnMummm _
' including internal - | 200708, ™
- | controls. - I Mmattermulmnupwuhﬂmneputy
: . ' mazmumwmmmmmed
| by Ceritivd Repoaitory Cell, Aurangabad Division and
- thé transactions were found correct. 8o audit objection-
o | 18 ot suetainasle.
B} - _Remvayofovumsnt ’
| | Recovery of under
) aueument,!hu’tlu\ryur -
T | Hodifization In the schemes
(@) | 2t progremmes including
Tle] | Review of vimiar -
scheme/project in the Hght
of findings of eample check -
by Audit findings of saxiple
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Action taken Notes g_l; Ch AG'I g_e_mm

T

Department . - COMRCIALTAXES .
1) ubjectf‘l‘it_leofthsww ' Abmafmtcmsmveﬂfymsale.
AP h o . B '
| [0} | Paragraph No. '
_ 2.12.15 *
1 (-} Report No. and Year C&AG report for thcy.-.-ar ended:
1 ' 3103.2011
‘{a) | Date of receipt of the Dralt’ . |
- | Para/Review in the Department
TT6] | Date of Department’s Reply
. d ) - I.n Spl.Cb—H m“ﬂl.’im mm!!'ss!‘eofe
; 3 ; Revi had effected interstatis stock fer
| Glstof Paragraph/ReView | oy " vatded st Ru.58.48 érore and |-
: i - | Ra.18.96 crore respectively for the years
e | D405 & 05-06 out of the interstate |
Form C. AG is of the view that it ia
.| vinlation of sec.8 of CHT Act and penalty.
"] ufs 104 of CST Act is to be levied. Short
lewy Rs. 2788,15 lakh. AG also
recommended that the department may
put in place a system to verify that resale-
had taken place where goods purchase
. apinstmeCaredmposoduntddethe
o - state. =
" ] the facts nnd figures included o |
If not, Pleage indicate arens of
- | copisa of relevant documents in
" | fa) | Doos the Department agres with -
" | arcan of disagreement with
attmch copies of relevant
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Remedial action taken -

VI
Improvement in system | The audit' observation of AG is that M/a. Reliance
"and procedurcs, | Petroleuim Put. Ltd., Xochi had effected interstate stock
- oo .transfer of HSD valued at R8.58.48 crores and Rs.18.96
| @& . including internal - crore xgppectiyely in the years 04-05 to 05-06, out of the
controls. - interstate pmchase made by issuing deciaration in
Form C. '
. The gudit observation was examined with reference
- to the assessment recorda and found that stock tranefer
of HSD outside the state under cover of Ffarm cut of |
purchasc made with the support of C form iz currect.
The, short -levy {pendlty u/s 107104 of the CST Act)
pointed cut by the AQ is not found sustainable in this |-
cast in view of the latest judgment of the Division |
Benchuftheﬁon’blcl-hgh(.}owtuﬂ(&mhdtd&‘} I4in
the case of M/s. Savex Computer Ltd. reported in 2014-
VIIrlSQ -KER. -In the case it has been catqgmcany held |
ty the Hor'ble Division Bench that as as. the
assesser is -concerned, he is goversied by thc aec.8{3)(b) |
of thic' TET AXt, which does not contwin sny fetteér oo his
freedom to resell the goods even putside the state.
.| Therefore, there is no wolan.o-m attracting penalty
provided u/e 10A.
1o the Lght of the abow: decision of the Division
C Bcnc.hofHun'ble H.tgh Court of erala the short levy |-
- N .| pdinted out by AQ is not sustainable. :
. poimad out by audit
: Recovery of under
_[c'] _ asscasment, ahm'tlevyor -
. | Mcdifieation in the schemsn
) nn.dpmsrlzxmiesmclud.mg -
. financing patiern R
|ty | Review of mmikar
’ mus/wmplete .
. | 8cheme/project in the ﬁght ’
of findingw of gample check |- =
byAuditﬁnMgs ufaample
chq:khyaud;t L

31772017,




'Dcpam:unt

-y Bubjectl'ﬁtle ofthe Remw

ol C&Kﬂ Rgportforthcyear mded 31 03. 2011 .

1 Mmoughmmcﬁmwmmsdbyi;':
.tha " departyént o - allow ‘conceasion/ |

mpﬁon with.out ;::oducihnofC/F .

smaepmmtmuothmcdmi
iq.mduasm:dmgmechedmtubé;"f
_ Bﬂmﬂﬂwtﬁpq:otboguafebnletCand'._

. declmrafion far anowins mnwuion}
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Remedial nctlon uken

: "lmpmvementm system .
: andpmoedures

: mcludmg mtcma.l

- oontrols.

| torms, “the _ department
'dowﬂoaﬁngdmmmmmdwﬂnpﬂu'

Z_x-,. Thedefeetpmntadoutbymeaﬁunotm
Audit was conductad in offices ptior to the cémpletion |
i+ of COT mesessment. Duemthedamgadpmdmh
'ssscumenxa.n n,reuultdmtchwummtu
Kvanmmmah@ngmmepmdm
. ‘suthority “in -compieting . the' CST assésamesits.
-Purtuanttothemdit,CSTnmamentmhﬁngw |
. those periods wefe compléted apd created addl |
;-'dmnmdd;aaﬂowhgthemcmmdempﬂnnh :
theablenoeufcjl?fmm S .
.‘There in mpmmtemhhahmmtmm

vnﬂ:wm-tatemmeutunmmdm&ne'
. mmmmmmmmw

R specific cases - reparted by the BC/ DCH)s. The
. mmmmammwmm
faludechrnﬂonformsdnrhgvxrpmd in specific

'-stenslikecanhew plywood,peppu-mdmcmtmd )

this has ' ylelded ounudmb]a menue 1o the.
dmﬂ.t -
mmmmmmawswr
"has ' mandated - éhllne'

cmtrahsadsyatemafusumg statutory foyme through.

| online. TINXSYS is a nation vide centralized data base |
'mmmfurmhmedbydiﬁatmtmm@m'_
be tised to cross verify the forms issied and réseived by |
- different states,. Nmuyinmmmminud,by"
0 ﬂ:edapmfnrpmpumspedehrmmdF'
fommthbhghtdwﬂollmmdtd;lzmand

- {alao directicmn insned to the easessing suthorities to

peripdically verify the. tax pérformasice of the dealers [

B ws-&-mthemn ofdeclnnﬁonsfnrmsmed.

b _
a1 3




172

T S e
1 cases

. of findings of sumple check

mnaitmnmfmle |

' nhmrmmmwi_ -

ta wpte -t
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égtion taken Notes on Ch A.G’s Regotts

0

Departmcnt'-

_ coxsﬁﬁacw. 'mms

Subjectf’l'itle of the Revww
Paragmph .

.Conclumen

:. 'lc];:

Paragraph No.

2_._12.17‘

)

“Report No-and Vear

-| Date of roceipt of the Draft -
.;._.Pnralﬂwwwinthzncpanmm.t

| CRAG Report Tor the year cnded 31.08.3011

(b}

Date of Department’s Reply_

Gist qf'Pamgmpj gra h:f'Rﬁicw '

hasbeen!ntmduoedwhmhmawdmme

B

dep,
2, Départmental mstructions  were not_

1a)

oss s Depertment sgrse

with the fects and figurea

‘inchided inthe paragraph?

complied with by the assessmerit cirgles. .

o)

I not, Please indicate mnnt

-'_dwwnentandaluoattach
- copluofrelmntdbcumantsm
L w.pport

=

DoeaﬂleDopartment

-with the Audit cunclunionl?

Bic)

Hnat, pleasebdie&‘.e !ptciﬁc :

a:euod’dhqmememmth
reasons for disagreément and

| alao attsich dopies of relevant

1 mmdmaa@mm- )
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R.emedinl a.ctlon tllken

Impmvementin sysum:
and pmoedures,

Iasuanfa—etamto:yfmmmmnde mandatoryﬁmm

meuary 2010 onwards. The department Liad isenéd |
' drenlar instruction vide circular No.1/10 :dtd.1.2.10 |
oonta.in.b:gtheprooedureﬁardawﬂmﬂingmdmhnyl
"'of statutory declarations. ‘In para 7 6f the circular |
' | instruetion, all the asseesing authorities were directéd: |
; 'tupuwﬂmnl!yvm&thetaxpexﬁrm&nceafﬂmdulm

vis-ﬁ—vla the . utilization of declaratiofi : forme cissued |

i th:uughthmptwuiure Prodsmhmandmrrectnmof__;
uﬁ]iﬂnmofﬂ:eatamtoryfoxmumbdngwﬂﬁedby o
| fhe controlling - officers - while. appmvmg ‘the . CST |

ummmtogﬂalnqﬁcm. L




W]

Depanmmt

' Suiuectl Title Df the Revww
P oh

'21218

Report No_ end Year

Ta). | Dte of reccipt of the Draft ___
'.' Parafnemmme{)epmt = _:.

-C&AGReponfortheyearmdad 31032011

T 'Date of Depattment's Reply. -

1 Iomcinmucﬁmsmﬂm;thedlmkato g
becmﬂedontboforeacccphngdedlrmim

- ﬁlfthestﬂﬁcoﬁ;pﬁmceofdgpuﬁnmtﬂ":

: -w:th the Aud:t oanclumous?

) Huoi.plmemdxmuspeuﬁc_
mofﬂnmtwﬁh
I+ ".__mfor&mmtmd .

documcﬂtawh«enm;y
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Y] Remedhlact!onuken .
R A T llﬂmnppmtedmeamgoﬁnmmm
'Impmvementinaysm . ummngmgthngtndehneummﬁnmme
{a) '-andpmcodms., - detlarmtion forms in such a way that the date |
- "-lnchxdmgintemai -ﬁnmwhhhthemgnunuonuvahd,dat&ofme
.-txmtrols of C forms, name and sddrees of the seller with
the name of staie, purchasearderno and date,
purpese of ‘goods, purchased for ° etc. “The | -
) hadumedmruﬂummeﬁmawde :
Circular No.28707 dt.21.7.07 by which it was|
_ directed that statutory forms in support of claim
,ufmmpumor:educﬂmintaxmemnbe
filed in’ & quarterly. bgmpmvidedthemtum
: ahall be scrutinizad on 'a monthly basts. - ’ i
‘m-.mwmdthedcpamamtmndsunﬂ'
b, SACnandGC'IO!withihhﬂdquﬂ'tmat'
Trivandrum. With the limited menpower, the |.
'mfma}md;twinghasmapdmcmduct-
"mdlthupecﬂmmﬁo unita during the year
- 2013:14. "As _per  order.  No.0.0.0MS)
No.lSOflIr'l‘Ddthsn -Govt. has decided to-
---mtweofmdumuammtmwuhnﬁeww
_ atrengthen the procesa of audit as. there is no|
_._puuihmytommtﬂ;ewmufmmdmdi:-'
wingwﬁhthehmitedmmpmmuvdhh!e .
[P Rﬂwmol’mmt
) ‘pdmedb\nbyaudit i
i - | Recovery of under -
_.-Modiﬁmﬁmmthalchemel
() mdwmihd\ﬂhl -
o) | Review of simiar
ochsmn/ptﬂectmﬂmlight . .
.ortmnpoﬁmplechwk ) .
by Audit findings of wemple [ S:DELFA DEVT

qhsd:hym

" pdditional Seeretary-fo G;#
I.m:s .}epl vt
[ L ]




Tl | Deparimeat T COMMERCIAL TAXES ‘
i) 'Butsectmﬂemheam Recommendation * .

@ ;_%ph Wo. .5.:15

T | oot Mo and Ve~ GAAG e Tow ey mded 303 3011
fa) | Date of receipt of the Draft - - ; _ S

. j-'Plrl{ReviawmtheDepntnmt.
iG] DalﬁeofDepamnent'sReply i

III c _ - 'I‘hueianeedinrtheammmethn-
N Giat'ufmh_ ‘.neview - iternel - control  system - incinding | -
1 o /! ."-i“"*'ﬁ'msqftheinmmﬂmdiHoenm.'

: .{d]'_.Douﬂ:eDepuumntagu
| wi;hthmfavbmﬂﬁm
. hdudﬁdhﬂlepnnp'q:h?

E B

'§. | ifnot, Please indicate areas of
(b} | disagreement and also atiack
e oopind:usvmtdwumm:m

'mpport )

".[b}. '“M Mhﬁmmﬁﬂc'
1 - .mufdiawtwﬂh
' '-__mmmudmmt !

312m7.
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VI Rsmedlal:ctionhken
. _mmtemnlaudltwmgofthedepWentmnm“
. !.mpmvemi:ntinmwml eleC,SACaundéC'l‘Oamthitnheadquutmut
{a) | -and procedures, i Trivendraum,  With ' the liatited manpower, the
indudhginﬁem'al mmdmditmghumnagedtnomductmdn
controls ’ fepection in 60.unite during the year 2013-14. As| -
o per order No.G.O(MS|No,130/11/TD dtd.14.8.14. |
Govt. Has decided to resfore of audit assessment
wingwi:hamt.omtngthmthemof;u&t
an there ls lLimitation to extent the working of
internal audit wing with the limited manpower how |
| (b} | Recovery of overpayment: -
177, | pointed out by audit
Recovery of under | - e ) -
[c)".'mt.mthvyor _ '
A .other dues .
- mnhmm
{€). - | Review of similar
-1 camesfoomiplete
scheme/project n the Hght
of findings of sample check -
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a) | Deparument

T COMMERCIAL TARES

- fb)

- Bubject/Title of tthmew ;
- | Paragraph

Nonobumnceofpmvidoﬁof.&ct;mﬂes

@

‘Paragraph No.

. 2.1_4 )

i

Report No. and -Year

{a)

Dete of recelpt'of the Draft. -~

.| Péra/Review in the Department

CBAG Report for the year ended 31.03 5017

_(b}_'

Date of Départment’s Reply -

J'Gist ofParagra.ph}Rmew-—-

nmgmentdidnotobmemenithaptwlﬁm
Whlohremﬂhsdmnun-lhnﬂ.levy} nonirelation of
tax/ interest penalty of Ra.85.03 arore an

| mentioned in the paragraphs 2.14.1 to 2.14.25.

_.'Doea thc anntnmt agree -

with the facts and Sgures

-Indndedmtbepmsn.ph?

it

| not, Please indicate atens of _'

disagreemient and also attach

: onpiesofrelénntdoammmm

Doeaﬂmbuputmeﬁtagee

{ with the Aidit conclusiohs?

o)

I not, Wm‘m
sireas of disagresment with
reascons for disagreement and

| alao attseh copies of relevant -

"dncumantnwhqeneeeuary R




180

mmm

- Wﬁhmhmmmu‘mm

. wmmMMMde

.| provisions. Tbaobmvlﬁmnmummhhwu
e 1.141 mll#lﬁmdinmnedum :

L '_.Mhym i

4




(a)

TCOMMERCIAL TAXES

M

Subgect/ Titic of the Review

|4}

Foregraph
Paragraph No. -

12141

14

"Report Mo and Year

Date of recelpt of the Draft.
Pm{ﬂcﬂewinﬂ:ebepumt

Chs AG reportmdedSlSZOll

’ 194 oY

) fr

Date ofDepartment's chiy

23.6.1 1

| atat nf?n-ngmphikﬂisw '

Indian. ol Cu'pnrqﬂun. nuued
tax.on wale of naptha for Ry 18,84
crore duting 05-06 snd Rse.43.64

" | erore diring 06-07 fupts June) to |

| and interest of Rs.7.78 crore (nt

diffrentin]l rate ~of 8.5% on

_ { Ra.18:84 crore + Ra.43:64 crore). '

il

e

Cy

CILE
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Remedial action l:nben

Improvement in systsm
-and procedures,
including internal
oontrola

The audit objection is that the Indian"Oil Corporation
npseased tax on sale of Nuphiha for 18.84 crore during
200506 and 43.64 crore during. 2006-07 to BSES
Kerala Power Lid at concessional rate of 4% applicable
to undertaldngs i Joint Sector. However BSES Kerala
mm&enmtm:aﬂfynndomtw
ultd.ldnotmmttheaq\ﬁty

nbove ofder, M/s. Indian Oil’ Carporation filed appeal
bdorctheDcpulyCmmiuioncr{Appeah]

EB
!
g
HE
§
E
5‘

-Kw,tmmemteaspamdngnhnmchgmdnh
4 four percent subject to the

'mdpdvateawtaru A detailed anelysis of the
.nnhﬁmhm:enalﬂmtitdeahmﬂ:wlymwm

'BﬂEBmdthumupclchnrNoﬂMSIBlfﬁfm :

dtied 30.4.1999. Moreover, the wirda used to. provide |°

'Idmillrtypec‘xwdncﬁmhthsrmutm on the sale of
podlmngundu-thexoe‘l‘nctforuuinthe

eration - of s * the Power
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-§ mector

Uni mttheintSecwr" Intheom:rNoSTA-
367/11/. dated 02-11-11 of the ty Commissioner
{Appﬁll; Ernlhﬂam,;thubecnobsmedt‘mtﬂsm
is a joint sector ; “whigh is eligibls for
conceeaional rate of tax @ 4%. The Hon'tile Salcs. Tax
Appellate Tribunal, Additional Bench, Ernakulam while

‘the” @ - fiied by the State in TA

NoS/2012 dated 29.6.13 also held that since .

M/s.BSES has already fulfilled the requirements of the
notification, deviial of reduced rate of tax cladmed by
M/eJOC is illagal and thensemgmthontywu
directed t5 accept the certficates already filed . by

;Mf&ﬂsmwm@mmﬂymmmd

MW&:BSESMNWB]N

. prescribed
| certificsites in the Anneure I to SRO:No.319/2005%, in

mwﬁem,mmnmmmm
"Joint Sector” is not defined in the KOST Act. It ia tue’
that BSES is nelther exclusively a private sectar

- | undertaking nor. exclusively public sector undertaking,
| if an undertpking is neither  private aector nor a public
| sectar then it can only be-an undertaking in the joint

ammdmmaﬂnwhnt:mbethurmdshm

Innhurt,M!s,BSESKerahPawerLtd.iaajdnt )
andeftaking fulfitisd the ounditions subject to -
_the netification and hence the wales turnover of
products to the company M/4. I0C im .

| petrolaun
| mkrrednoedrm of 4%.

| pointed-out by aindit

|y

E Rawmydfumﬁr

T lbdﬁuudminﬂswhmu
la|

@
L mrmmunw
" | o findings of ssmple cliock |
[ taye g of & .

Mofdmﬂn

check By Audit-
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ke

G's orts

| Departmment

COMMERCIAL TAXES

Subject/ Title of the Review
Paragraph

: ahortlevyduebnnoh

disallowance of iPT/ special

'| rebate on stock transfer

I=]

Paragraph No.

12.14.2.10)

&)

“Report No. and Year

TC&AG report ended 31.3.2011

Deds of receipt of the Drel

Para/Review in the Department |

76.11

33.3.3012

L Date of Department's Reply

diatofmh}Reﬁew

During the scrutiny of records'
in the Office of the Assistant

Commisaioner [A), Spl. Circle I,
't Ernakulam it was noticed that

51.49 per cent of stock disposal
of bullion.and gold jewellery of

|a dealer M/s Joy Alukkas
| Traders (India) Lid. during

2008-09 constituted interstate
stock tranefer ‘'which is not
liable to tax. But the asscsace
avaited ITC on the entire tax
paid on purchase ° from

1 mgishcmd dealers and did not
| asscss purchasc tax on local

purchase of gold jewellery from

| unregistered dealers. Felilure to

limit ITC and special rebate on |
stock transfér turnover, to-tax
paid in excess of four per cent
resulted in short levy of tax,
cess and interest of Ra.5.41

(o)

Daes the Depaxtma_ntmeé

| with the fects and figures

Yes

included in the puragraph?
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" | i not, Please mchcan: areas of

(b}

disagreement and also attach
copies of relevant documents in

(@ ]

Doee the Department agree
with the Audit conclusions?

{1

1f not, please indicate specific -

reasoms for disagreement and -
also attach copies of relevant

317/2017.

decaments whers necessary
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Vi Remedial action taken
R In the light of audit, assesament was revised on
- lmprovement in system | 20.12:2011 after analyzing the reply dtd. 24.9.2011 |
fa} | and procedures, .fand further evidences produced by the assessee.
Jincluding internal Tax and Cess for Rs.2,57,02,126 and interest due
controls. ' there on Rs.97, 66 808 was demanded - RRC was
: issued on 07.01.2013 for rcahz:-ann of the arrears.
Tax and Cess with regard to’ the Accountant
’ | General's observation comes to Rs.2,03,18,207 /-
only. As per the RR pmceedmgs, the assessee has
paid Rs.70,00 000} vide chalan ne. 108 dated |
_ f17.2.2012.
fb) Recovery of )
overpayment pointed ’
| out by andit |
I 1 Recoveéry of under
{c} |assessment, short levy e
- | or other ques. '
Modification in the
(d) - | schemes and programmes -
including Ainancing
(¢) | | Review of similar
. casea/comgplete
| scheme/project in the :
light of findirga of sample -
checl: by Audit findings of

sample check by Audit
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Action ta.hen Notes on C& AG’: Regort

| Department

COMMERCI.AL TAXES

®

“Sobject/Title of the Review

Paragraph

_Shoft levy due to.non_

disallowance of IPT/special
rebate on stock transfer

©

Paragraph No.

514310

(d)

Reéport No. and Year .

CB AG report ended 31.3.201 1

(=)

Date of reotipt of the Draft
Para/Review in the Depastnent

25.4.11°

T®

|

38.1. 2012

m

Date of Department’s Reply

QGist of Paragraph/ Review

| While auditing the oll'ice of the

Assistant Co'_mnusswner,
‘Special Circle, - Mattancherry

jthe Accountant General has|:
noticed that while finalizing the

pesesament of a manufacturer
of Zinc ingots M/s. Binani
Zinc Ltd. for the year 2007-08,

|the - assessing - authority

assessed reverse tax based on
the quantity of goods disposed
inatead of adopting
proportioniate turmover of stock

| tranafer . to total turnover of

goods disposed . Hence, reverse
tax was assessed as Rs. 37,94
lakh instead of Rs. 1.14 crore.
This resulted in ‘short levy of

- tax and interest nf Rs. 97. 85
tlakh, )

8}

Does the D.eﬁarunen; agres
with the facts end figures
included in the paragraph? -

Yes




188

®)

‘of disagreement and slso

if ‘not, Pleage indicate arces

attach copies of relevant

documents in support

Does the Department agree
with the Audit conclusions?

)

‘M not, please indicate '

apecific areas of
disagréement with reasons
for disagreement and also
attach copiet of relevant

documents wheére necesaary
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] Remedial actlon taken

Impmvement in system

[Th.e objections raised T the - audit was found ds |
sustainable. Hence, the assessment for the year 2007-
08 was. completed dn 25.10- 20t 1'under section 25(1) of

sample check by Audit

{® | and procedures,
. 1ncludmg internal the KVAT Act reclifying the defects raised by the
cdﬁ&ols, | Agoountant ‘General and dema.ndmg Rs. 1,56,75,196/-
T es thx and interest. The assessee had mpproached the
Honble High Conrt of Kerala agdinst  the _smd
'aaneqsment and since certmin mistskes had’ crcpt in
while issuing the assessiment order, the Hon'ble Court
vide order in WP(C)33371/11 dtd.16.12.11 has quashed
the assesament order alrca.dy mide, with a direction to.
relde the a.sseummt ‘mfresh - after granung an
opportunity of bgmg heard to the meauee Fresh
notice has been i d and the t is pending
S finalisation. - i
* | B} | Recovery of overpayment P
i - | peinted out by audit -
Recovery of under - .
{c) | asseasmenti, short levy or -
other dues
Modification in the
{d} -|schémen a.n.d programmes -
. lincluding Bnancing
pattern - ]
1-fe} | Review of similar
 cases feomplete
scheme/project in the
light of findings of sample -t
check by Audit findings of
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‘Action ﬁk;n_ﬂogg on C&.&I G's &. gﬁg_ -3

@

Deparuhcﬁt

COMMERCIAL TAXES

5)

Subject/Title of the Review |
| Paragraph -

‘Short  levy . due . to- Tom
| disallowance of 1PT/special
| rebate on stock’ transfer

ic

Pn.aragraphﬂo.'.

TZ1A510 &4

1y

Report No. and Year _

Ch AG report endéd 31.3,2011

(a)

Date of receipt of the Draft
Para/Raeview in the Department

25.4.11 :

| 30.8.2012

1®

Daté of Departmient’s Reply

. Qist of Paragraph/Review

Tin the office of the- Assistant
i Commissioner, Special OCircle,
Malappuram thé Accountant)
3 General noticed that 23.055

M/s. Aryavaidyasala, Kottakkal,
Malappuram, ‘an  asascsice
engaged in the manufacture of .

{ayurvedic medicine related to

interatate stock transfer and
sdle to Special Economic Zone
during the years 2007-08 and.
2008-09. Assessee availed
input tex credit and special |
rebate for the entire purchase
| without limiting input tax credit

‘| proportionate  ta  exempted

 turnover to tax paid in excess of
3% during 07-08 and 4%
 dhiring 08-09. This resulted in
- short levy of tax and interest of
'Rs.7.74 lakh, . o

+a

L~

with the facts and figures

[ Does the Department.agree T

No

included in the paragraph? _

and 22.07% of the turnover of | -
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1f n.;)t', Please indicate areas

Section 11(3) restricts input tax

)

specific areas of .
dispgreement with reasons

| for disagréement and also
| attach copiés of relevant |
documents where necessary

{t] | of disagreement and also credit on interstate stock transfer.
attach copies of relevant Howcver it apecifically mentions |
documents in support .jthat this restriction is . mot|

' i ' applicable ta (1) inier state sales |
12y Bxporta and {3} interstate aale
exempted from payment of tax.
The asle under Form (1} falls
under the third category and
heace not covered by third proviso”
- | of section L1(3) of the KVAT Act.

{a) | Does the Department agree - | '~ T '

with the Audit cenclusions?
If not, please indicate i
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controfs. -

W Remedial actlon tnken
: m Aa pﬂ" aud.med statement Tilsd for the year
| improvement in systém | 07-08, the total sales turnover was Ra.1,10,84,56,795 -
{a) and procedures, out . of which stock tranefer  effscted  was
. including interna R».21,43,07,187/-. These _ﬁg\n{cs arc.net sales value .
- {sales less trade discount). Hence .the percentage of

| stock transfer to total sales was 19.33% (e 214307187

+ 1108456798 'x 100) But the Accountsnt General has
taken the total sales tirmover at Rs.1,15,05,93,646 (ie
without considering trade disteunt} and the stock
trapsfer value ns-Rs.25,36,74,679/- at gross value (iz
without ° considering trade discount). The actual |
pummmgctubcca.lculated I'orreversmglhepermntage

| of atock -tranusfer to total dale was 19.33% which the
" | dssessee has done. . Hence ﬂlerelanoshoﬂfa]jm&us

case. :
2008-09 ; As per the Audiied statcment filed for the

'year 08-09 the total ' sales turnover was |

Rs.1,19,74,40 ,934/- out of which R8.23,70,42,427/ -
wiay stock transfer. Thesé figures are net sales value
{salés after diacount}. Herice the percentage of stock
tranafer to total sales was 19.8% lie 237042427} +
197440934 x 100}, But the Accountant General has
teken the total sales turnover at Re.1,22,59,12,859 (ic
before considering trude  discousnt) and the | stock
tranafer for value as Rs.26,16,27,022/- is at Eroas value
(ic before trade discount). The actual percentage to be
caloulated for reversing the percentage of stock transfer
to total sales was 19.80% which the assessec has done.

Henee there in no ghort fall in this case. . i

‘As regards sales to Special Economic Zone, during the
year O7-08 and 0809 there is a sale of

1Rs.1, 1513900/ and R38956300/- urider fonn 1

rcspect:vely

_TrussalewtoaUmthpeualEconchoncat

Kanidla in'Gojarat State. - When goods are sold under
form 1 to a unit outsids Kerala, it is an interstate sale
exempted from payment of tax.. According to third
proviso to lecuou 11{3) of the KVAT Act 2003 where any
goods puréhased in the state are subuquenﬂy senit to
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.| proviso of section 11{3) of the Act.

out side the State or used in the manufactire of Roods

-and the same are sent outside the state otherwise than

bywqyafuieinthewnmofmterstatetmdeorupm
or when the sale in the c'ou}‘ne of interstate trade in| -
exempted from tax input tax tredit under this section |-

shall be limited to the amount of input tax paid (in
excess of 4%} on the purchase turngver of such gooda
send outside the state. . .

This showa that section 11(3) restricts input tax credit
on intorstate atock .transfer. However jt specifically
mentions that this restriction ia not applicable to {1)
interstate sale (2] Exports and (3] interstate sale
exempted from payment.of tax. Sale under form 1 falls
under third category andh_encénotmvemdbytheﬂlird
Hence thére will be

(b)

Recovery of
overpayment pointed -
out by audit '

no short levy as pointed out in audit,

{c)

| Recovery of under

asscasment, short levy
or other dues

@

Modification in the
schemes and programmes,
including financing
pattern

| te}

“Review of Zmil

casesfcomplete
scherne/project in the
light of findings of Bainple
check by Audit findings of

| sample check by Audit

317/2017.
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documemts where necessary

Action taken Notes on Ci AG’s Reporis
fa) | Depertiment COMMERCIAL TAXES
15} Subjectf-'l‘iﬂc of the Review | Short ‘le'vy due to. mon
) Paragraph disallowance of IPT/special
1 rebate on stock transfer.
{c) Pgns_rnpl_;No.. 2.14.2.1(5)
. {{d) | Report No. and Year Ch AG repmtendedalazoll
{a}- | Drate of receipt of the Draft 7.4.11
| [ Para/Review in the Department | . '
{b} | Date ofDepe.rtmmt’aRzply 24.3.2012 :
. Durln:i the course of sudit in
Gist of Paragraph/Review Circle, Mattancherry at
/ , 14 it is poioted out that M/a.
Plumbers Choice Plastics [P) Lid.
has avuiled entire tax paid on
purchass as input tax credit
during the year 08-09.. The dealer,
a manufacturer of pipes and pipe
fttings has tranaferred 14.81% of
i his products to other states. The
N assessing  officer has not
disallowed proportionate input tax
" | eredit and this resuited in short
: i : levy of tax of Re. 5.67 Lakhs.
{a) | Doea the Department agree : o .
with the facts and figures Yea
inchuded in the paragraph?
i not, Pleaae indicate arcas of |
-| () | disagreement and alsa attach” |-
eopd‘uofrdzvantdmunmtum
support - ' L
{a) | Doca the Department agree Yes
with the Audit tonclusions? N .
{b) | i not, please indicate specific |
" | aresn of disugreement with .
‘reusons for disagreement and |, |
slsc attach coples of relevant |-




Remedial action taken

195

(a)

Improvement in system
and procedures,
ineluding intarial

“controls.

Assesament revised u/s 25

{1) of KVAT Act a.nd

demanding tax of Rs.7,55,886 and’ interest of
Ra.2,87,237/-. The aasesse is allowed, on request,

‘to remit the demand in six instalments. The ftirat
‘instalment is remitted vide cheque no.060613 did

10.7.12 of SBT, Aluva for Rs.1,75,000/-.

ICR

Recovery of
overpayment pointed
out by audit,

()

Recovery of under

.asscsament, short levy

or other dues

{d)

W
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Action Ch AG's rtg
{{a} | Department COMMERCIAL TAXES
1 {b) | Subject/Title of the Review {[Short levy due to mnon
Paragraph ' ' disallowance of IPT/special
o . rebate on stock transfer. .
- 1{c) | Paragraph No. 2.14.2.2{a)
- {d) | Report No. and Year Cé AG repnrtanded 31.3.2011
1 | ta) | Date of recsipt of the Draft 19.4.11
Para/Review in the Department
{B) | Date of Department’s Reply | 4.10.11
fri g B In the office of the Assistant
: Paragra eview Commissioner, Special Circle,
Gist of pth. : Kottarakksrs it was noticed by the
audit party that M/s.Kerals Latex
1Pvt. Ltd, Punslur a decsler in
rubber ‘latex, did not asscas tax -
{ under Bection 6(2) of KVAT m:t
| 2003 on rubber purchased Fom
unregistered dealers and  sold
interstate. The dealer aold 29.46
Fper cent of his turnover interstate
during 2008-09 and input tex
credit was not limited to tex paid
in excess of four per cent on mich
sales. This resulted in ahort levy of
. tax and intarest of Rs.6.24 lakh.
[\'" [a) | Does the Department agres :
with the fucta and figures - Yes
included in the paragraph?
17 not, Piease ndicate arcas of
) disagreement and siso attach
| copiea of relevant documents in
_ supgiort
v {a) | Dosa the Dopartment agres with e
B the Andit conclusions?
{b) | i not, please indicate specific
areas of disagreement with
mabrdlwmtnndaian
at h of rel t




197

sample check by Audit

VI Remadial action taken
) .. | The assessment has been completed under section |
Improvemnent in eystem | 25(1) of the KVAT Act vide order No, .-32020234435/
(s} | and procedures, 08-09 dtd.13.9.10 after conatdering the contentians
' inchyding internal of the assessee which was supported with relevant
controls. records and  evidences, and a demand of
: Ra.5,67,935/- has been created. The newly created
i .|demand has been recommended for revemue
recovery and an emount of Rs.5,00,000/- has
: already been collected. . ) ) N
b) [Recoveryof - . :
overpayment pointed
ot by audit -
Reooveqr of under
(¢) |assessment, short levy -
or other dues -
Modification in the .
fd) | schemes and; programmes. -
including financing |
pattern
{e} | Review of aimilar - R
canes/mpletg .
scheme/project in the
light of findings of sample -
checle by Audit findings of |




198

Action taken Noteés on Cls AG's Reports

(a) 1 Department COMMERCIAL TAXHES
(b) | Subject/Tite of the Review |Short levy due to non
- Paragraph disallowance of [PT/special
. : rebate on stock tranafer..
{c) | Paragraph No. 2.14.2.2{b)
"1 {d}) | Report No. and Year C& AG report ended 31.3.2011
{a} | Dute of receipt of the Draft 1 6.6.11
| | Para/Review in the Departmeit
{t} | Date of Department’s Reply | 12.8.11 .
i . -|In the Commercial Tax Officer,
i ; | Manjeri, Mfs, Gem Treads
Qist o Paragraph/Review | Maiert,| M/a._ Gom_Treads
i| rubber sold 37.64 per cent of
| his total turnover interstate
|| during 2008-09 and input tax
|| credit was not limited to tax
| paid in excess of four per cent
on such salea. This resulted in
excess availment of input tax
and interest of Rs. 3.11.
(a) | Does the Department agres
with the facts and figures: Yes
included in the paragraph?
I not, Piease indicate arcas of
(1) disagreement and also attach
copies of relsvant documents in
support
{a) | Does the Department agree with -
the Audit conclusions?
TTb) [ Enot, plense ndicate specific
- | ateas of disagreement with
s for dinagr t and alsc
attach copien of relevant: ’
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check by Audit

vi . " Remedial action tuken
M/a. Gem Treads, Payyaned, a registered dealer on the
; rolls of the Commercial Tax Officer, Manjeri beasing TIN
Improvement in system | 5, ¥ Cusoa7a  disciosed g ot - coenring T
() | and procedures, Ra: 1,36,71,840.81 for the year 2008-09. The dealer
including internal purchased raw materiale for Rs. 1,13,03,580.00 during
controls. the year and availed Rs, 4,60,152 .54 as Input tax, The
1dealer had reported an interstate sale of Rs.
78,80,086,00 and claimed exemption’ on the whole
tumover. On being pointed out in the audit that the
Input tax credit was not limited to tax paid in excess of
four percent, a notice under section 25(1) was issued to
the dealer on 25.10.2010. The escaped assessment was
completed on 15.11.2010 with an edditional demand of
Ra. 2,65,232 + 2652 cess with intereat of R3.45090/-. |
The denler has filed appeal befdre -the Daputy
Commissioner {Appeals), Ernakulam. The appellate
authority has disposed the stay petition as directed by
the Hon'ble High Court and has granted conditional
stay. The dealer has complied with the order by
remitting the amount before the IAC, Manjeri in RRC
No.56, 60/11.
(b) Recovery of overpayment
pointed out by audit
Recovery of under
) assessment, shost levy or -
ather dues .
Modification in the achemea
) and programmes including - -
financing pattern
7] Review of similar
cases/complete
scheme/ pruject in the light
of findings of sample check .
by Audit findings of sample
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Action taken Notes on Cés AG’s Reports

(a) | Departenent COMMERCIAL TAXES
(b} Suhject{’l'xtleofd'nekevww Short levy due to° non
" | Paragraph disallowance . of IPT/special
. . rebate on stock transfer,
{c} | Paragraph No. . [2.14.2.3
{d} [ Report No. and Year | Cm AQ report ended 31.3.2011
{m} | Date of receipt of the Draft 't 24.3.11
Para/Review in the Depgrtmenit .
{b} | Date of Department's Reply [ 4.7.11 - :
1 - w T [in the officc of the Asst.
int of Paragraph/Review Commissioner, Special Circle,
Gmt P h/ Malappuram, .: M/ Arya
Vaidyasala, Kaottakkal, an assessee
temitted [March 2010} input tax
credit of Ra: 14.51 lakh and 21,79
lakh availed in excess during
| 2007-08 sind 2008-09 respectively,
‘without remitting the intereat due,
Further, the department failed to
assess interest and appropriate
the remittances first towards
interest, which resulted in ghort
levy of tax of Re. 5.73 lakh. )
(a) | Does the Department agree - : ’
with the facts and figures Yes
included in the paragraph? :
If hot, Plesas indicate areans of
fbll dinpgreemuent and also aitach
) auﬁeuufrﬂwnntdmmmhin
. mpport
(a) Does the Department agres with " .
i the Audit conchisione?
"[{B) [ I oot plcaine indicate specinc
arcan of disagroement with .
reasona £r disdgreement and also
attach. copies of relevant

documents where Y
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Remedial action taken .

(a)

Improvement in
aystem and
procedures,
including internal

| controls,

[2008-

M/a, Aryavaidyasala,

Kottakkal has remitted the

interest due an under:
: Year Intereat

‘Date

Chalan —Wo. | Natiz of

[ Treasury

-2007-
08

Ra. 3,33,673

708/ : Driatrict
18.08.20t0 | Treasury,

Rs, 2,30,704
| 09

Malapputam.
718/- -do .
18.08.2010

Total | Rs. 5,73,377

o

Recovery of

overpayment pointed
ot by audit

c)

Recovery of under
asgessment, short
levy or other dnes

)

Modification in the
achemes and”

financing pattern

(e)

Review of aimilar
cases/complete.
scheme/project in the
light of findings of
sample check by Audit
findings of sample
check by Aundit

317/2017,
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reanans for disagreement and aleo

attach copies of relevant

n Nof in G’s
.| {a} | Department COMMERCIAL TAXES
{b) | Subject/Titie of the Review | Application of incorrect rate of
Paragraph tax.
{c} | Paragraph No, 2.14.3. ll,’c) .
d} [ Report No. and Year [C&AG report ended 31 3.2011
T~ | {a) | Date of receipt of the Draft 118.4.11
1 Para/Review in the Department
{b) | Date of Department’s Reply | 14.7.11 :
uI ‘| Audit objection in this cau is
i aragraph/Review that [ndian Bank an assessee |’
Gtst of P ph/ on the rollts of 200 Circle, |
Erekulam has-effected sale of.
gold bars in small quantities of
20/50 gms for Rs.1.86 crore
end paid tax at the rate of one
t applicable to bullions
instead of 4%. This regulted in
. short levy of Ra 6.7 lakh.
13" {a) |-Does the Department agree
{ with the facts and figurcs Yes
included in the paragraph?
It nat, Plegee inilicatc arces of
fbl dhweemmtandu_hdattmh
) coples of relevant documents in
suppart
v {a) | Does the Department agree with - -
: _the Audit mnclulhn-? .
{b) | If flot, picasc Indicate specific
areas of disagreement with -

documents where necessary
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sample check by Audit

"Vl Remedial actlon taken
The assessing authority completed asscesment
Improvement in system - under Section 25 of the KVAT Act raising additional
(a} a.ndpmcedurcu. dmd of RB-5§61_.663;" Eﬂd mtcrest due from
‘including internal 409 onm}'da‘ The . asseasment order and the
} demand notice were served on the assesses. .
controls. - | The assessee filed appeal No.KVATA 1755/2011
’ before the Deputy Commissioner (A), Emalkulam.
As per the direction of the Deputy Commissioner
{A), assesses paid Re.2,34,022/- as per chalan
No.291 dated 2.8.2011 {173 of disputed tax due;
- s per the démand notice). ' '
b | Recovery of :
overpayment pointed
out by audit
|~ {Recovery of under
¢} |asscasment, short levy -
or other dues
Modification in the
{d)} | sechomes und programumes -
inciuding ﬁnand.ng
{e) | Review of mimilar .
cases/complete
| scheine/project in the
light of findingn of sample -
check by Audit findings of
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Actip, n Noi !
{a} | Department COMMERCIAL TAXES
{b} | Subject/Title of the Rmew - | Application of incorrect rate of
. | Paragraph - tax. -
1{c) | Paragraph No. . 21432
.} (d} | Report No, and Year "] C8 AG “report ended 31 83011
n (a) | Date of receipt of the Dreft 7.611
Para/Review in the Department
(b) { Date of Depastment’s Reply | 2.8.11 . )
I ’ In Asst.Comniissioner, Spl. Gircle,
i agra Revie Thodupuzha, during acrutiny of
Gist of Par ph/ w records it was noticed that M/a.
' | Cryptome Confectioneries {I) Put.
Limited a manofacturer of
confectionery sweets under brand
name ‘Cryptoma’ nclf asscesed
cufput tax on'a sales tumover of
.| conféctionery of Rs. 8.23 crore
during the years' 2005«06 2006-
07 .and 2007-08 at the rate of four
per cent instead of ut the correct
rate of 12.5 per cent. This
‘| resulted in short levy of tax and
| interest of Ra. 84,50 lakh.
IV | {a) | Doca the Departinent agree
with the facts and figures Yes
.| incinded in the paragraph?.
1 | i not, indicate aress of ©
disagreement and also attach
) mﬁuufrgbvantdncumeuuin .
. support
v {n) | Does the Departient agree with -
: -| the Audit conclusions? =~ |
{b) | M not, please indicats specific
maol'd{awumtwith
for disagre and also |
ntmchmpaed of relevant

documents where necessary
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Remedial action taken

Improvement in
gystem and
procedures,
including irternal
controls.

M/s. Cryptom Confectioneries (India) Pvt. Ltd. s an
asscssee on the rolls of office of the Asgsistant
Commissioner, Speciat Circle, Thodupuzha bearing TIN
320604058632, manufacturing aend trading in
confectonery - sweet under brand name Cryptoms’. [
Tax levied on the sale of confectionery sweets was at
4% only, But as per item 24, 24(C) and (4] of SRO
82/06, confectionery of all kinds, boiled sweets, toffes,’
caramel etc . sold under brand name are taxable a
12.5% which resulted in short levy of tax. Pased on
the audis- observations, the assessment for the years ;-
2005-06 and 2006-07 were revised under Section
25(1) of the KVAT Act on 24.6.2010, Aggrieved by the

‘| orders, the assessee filed a writ petition before the

Hon'bie High Court of Kerala. As per judgment No.

|| WP(C) 26488/10 dtd: 1.10.2010 of the Honble High

Court of Kerala, writ petition was allowed and the
assessing uauthority was directed to Bnalize the
assessruent  afresh  after affording @ reasonabie
oppartunity to the dealer for a personal hearing and for
production of documents in this regard.

‘The assessment for the years 2005-06, 2006-07
and 2007-08 were completed afresh on 18.1.2011.

'| Subsequently the adeessee filed writ petition before the | -

Hon'ble High Court of Kerala on 7.3.2011 in WF{C)
9662 of 2011, and the Honble court quashed the
above order and-directed to finalize the assessment for |-
these years alresh after according a reasoriabie
opportunity to the dealer for a personal hearing and for
production of documents in support of their objections
raised. [n pursuance of the High Court order fresh
aaseasment for the years 2005-06, 2006-07 and 2007-
‘08 were completed under Section 25(1) of the KVAT Act
on 3.6.2011 demanding the tax and intercat as follows.
. 2005-06_ | 2006-07 | 2007-08
Tax | 18,853,911 ] 2556.730 23,96,518

interest| 11,49,425/ 12 78,365 | 9,10.677

| Total !30,03,336! 3835005 33,07,195
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The assessment order and the Demand Notice had
been served on the dealer as on 30.6.201 1. .
The above: demand was advised under Revenue '
Recovery as per office requisitions dated 7.9.2011
through the Inspg.Asat.Commissioner, Idukki at

| Kattappans. As per letter noi2091/12 dated 2.3.12

received from the office of the Finance Minister,
Thinuvanenthapuram, coercive steps are directed to be

-} kept in abeyance till the disposal of the’ petition filed by

the denler; The dealér has also filed appeals before the

(b}

Recovery of

ovérpayment pointed |

out by audit.

_De_puty Commissioner (Appeals], Kottayam.

(e}

Recovery of under
assesgment, short
levy or other dues

1)

| Wodification.ir: the

schemes and
programmes including
financing pattern

(e}

-Review of similar
casen/complete
schieme/ project in the
light of findings of
sample check by Audit
fndings of sample
check, by Audit
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Action taken Notes pp Ch AG's Reports

{a) | Department . - COMMERCIAL TAXES
(b) | Subject/Title of the Review Application of incorrect rate of |
| Puragraph tax. :
{c) | Paragraph No: 2.14.3.3
(d) | Report No. and Year Chs AG reportended 31 3. 201 1
AT ta) | Date ofTeceipt of the Draft 24.3,11 ,
"’ - | ParafReview in the Department
b} | Date of Department’s Reply | 2.12.11
m ' While auditing the Office of the |-
Gist of Paragraph fReview Asaistant . Commissioner,
: _ wh/ Special Circle,” Msitancherry |
the Accountant General noticed
that M/s. Hindustan Unilever
Ltd., Mattancherry an assessee |
menufacturing and  selling
- cakes and bakery products|
under brand name assessed tax
on sales tumover of such
products for Ra. 1.08 crore at
four per cent instead of at the
correct rate of 12.5 per cent
during 2008-09 .This resulted
in short levy of tax and mtcrest
of Rs. 10. 73 lakh.
w | (a) Dows the Department agree
with the facts and figures No
included in the paragraph?
1 If not, Please indicate areas | M/s. Hinduatan Unilever Lid., ]
| by | of disagreement and also has got registered Trade Marks
attach copies of relevant only for making *BREADS".
i ta in support Even though the ' name.

"Modern is imprinted on the

g Materials of Cakes,
M/s. Hindustan Unilever has
not attained registered trade
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"Marks for the sale of cake.

Moreover  they are . mnot
manufacturing cakes and only
trades in them. In view of the
above, the audit objection is not
sustainable and the tarmover of
cakes assessed @ 4% is correct.

T

Does the Department agree
with the Audit conciugions?

®

-

If niot, please indicate

‘specific areas of

disagreement with reasons
for disagreement and also
attach copies of relevant
documents where neceasary
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" Remedial action taken

] ' s .| M/s. Hindustan Unilever Ltd., has got registered
1 Imptovement in system | Trade  Marks only for making “BREADS’. Even
(a) | and procedures, ‘| though the name “Modern” i8. imprinted on the
+ | including internal Facimg Meerials of Cakes, M/s. Hindustan
: . . [ Unilever has not attajned registered trade Marks
RO |Mor the sale of cake. Morgover they are
' . manufacturing cakes and only trades in: them. In
view -of the above, the audit - objection is. noty.
" | sustainable and the turnover of cakes assessed @
. 4% is correct, : L :
{ b} " | Recovery of ) 1
.. | overpayment pointed
| out by audit ) i,
Recovery of under - ' ]
{¢ ). | assessment, short levy
or other duss J _ :
| Modificafion in the | :
(d) | schemies and progiummes -
" | includin 18 financing * ) :
(e) | Review of similar
' scheme/project in the.
light of fndings of sampie S
‘| chietk by Audit findings of | -
sampie check by Audit | - ]

3172017,
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. Actio_taken Notes on €& AG’s Reports
(&) | Department GOMMERCIAL TAXES B
[ (o} | Subjéct/Title of the Review . Application of incorTect rate of {.
Paragraph ' jtax. ]
i) Paragraph No. "2.14.3.4(a) .
= | (d) | Report No. and Year 1.C& AG .report ended 31.3.2011
T {1a) | Date of receipt of the DraRt 24.3.11 : :
-7 B PafalRe\dewmtheDepmnt :
(b} j.Date of Department's:Reply 31.8.11 .
i1} S o While auditing the office of the!
i aragr . Assiptant Commiasioner, Special
Gist of B aph/Review | Circle, MatténcheTy at Aluva the
pccountant General hag noticed
that ~M/s Travancore Trading
Corporation & dealer asscased tax
| for the yesr 2008-09 on salcy
‘| turnover of Jjala Supreme’ and |
| Wjala Stff .and Shine’ valued at
- ) | Ra. 4.93 ‘crove at the rate of four
| per cent and salis turnower valued
1at .14 to cantcen stores
depastment at two per cent inatead | -
of at the correct rate of 12.5 per |-
_ cent' and 635 per cent
o respectively. This reaulited in short
o ) of tax and intefest of .Re.
t 0 . 49,02 1akh. - . .
[TV [(a} | Does the Department agres ' \
. | with the facts and figures Yes
: _i.nclu'dedintheparsst_‘apli? L
| not, Please indicate arcas of -
(b) | Qisagreement and also attech -
' piew of retevant doct i im -
|V (&) IDoeaﬂqunrm:zntu.gnewim -
' . | the ‘Audit oonctusions?
R L I_t_’nvut.plu_lni.t_ad.luteape'ciﬁc' :
preas of disagresment with ]
: 18 for disagreement and also | .
. attach copiea of relevant
. l dgeuments where neceasary
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Vi . Remedial action taken
r T : | The assessment for the year _2008-09'haa_b_e?|
) : vement i tem | revised on 06-06-2011 g plying the correct rate of | |
- {a) . ;l‘:gl':mu:el:m tax _as pointed out byth:' Aocounta.nt Genernl. The |
.| including i ternal short levy of Rs. 42, 63 Lakhs_a.nd interest Rs. 11.5
i ng inf Lakhs has been demanded from the assessee, :
controls. | The assessec filed appeal sgainst the nssessment
order and vide order KVATA 2131711 dtd5.1.12
conditional stay was granied against _RR
't proceedings an payrnent of 50% of the amounft dye
and thus the amount.of Rs.27,07,546/- was ‘paid
as demand draff which was cleared vidé chalan
No.222 did.8.2.12. IR
T ®) | Recavery of _
] © . | overpayment pointed
L out by audit
Recovery of under :
c) asscisment, short levy Lo
| or other dues i
.| Modification in the C
(d) | schemes and programmes -
© | including financing
fe} | Review of sumiler.
' | cases/complete
acheme/praject in the . i
light of findings of sample -
check by Audit findings of
sample check by Audit |




@)

TCOMMERCIAL TAXES

Department
T0) | Subject/Title of the Review _[Application of ingorrect rate of
e} {Paragraph No. .~ -,21434@ .
| (@) Report No. and Year -~ | CH&AG reportcndedalsszou _
[ (a) | Daté ol receipt of the Draft | 28.2.11
- o menedewmthzbepﬁtmmt
I DateofDeperhnmt'achb« 1611 _ L
m o “TA . dealer WJsKaall Stock
. 1 S m—CIO Et‘l:l.lmanoor
Gist o Paragragh/ Review as:;phsoedtaxnnthcaslummmr .
of ujale supreme and 1ala stff’
{ and ahine for Re.1.03 crore during
the of 200708 @ 4%
. mtudnf@lﬁs% This resulted
. mahmlev_roftaxandmterestof
I e - Rs.10.62 lakh,
IV [ (a} | Boea the Dspartment agfec .
[ with the facts and figurcs Yes
| included in the paragraph? . | -
(b mwtmdumm
' mﬂfﬂ’lﬂmtdommanmm
| wupport .
v o (q]-'DoutheDethw .
. |7 | with the Audit conclusions? .
[T Ifhot.plmmdxmenpeclﬂc
. atéas of disagreanient with
reasons fic disagreement and | - - -
'| aleo attach copies of relevant

doummt-whereneceuuy
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Remedial actlon tahen

ta)

"lmpmvcment in systcm

| and procedures,

including mtcmal g

.| Rs.10.62 lakhe. The KVAT asassament in reapect

‘| Ra.14,14 419/ The dcaler r!:mittsed Rs, 471 473{-

| dismissed  vide . order dated 24.8.11 of|

[ dues if the defaulter pays 50% 6f the belance duca. | -
As per .the: said. order  the dealér remitted

SrLTVVipm, M/s.Kairali Stock - S‘Llpphers s an
assessec on the rolls of Commercial Tax ‘Officer,

.| Ettumanocor with TIN-32051116768. During: the

year 0708, thedealerhadﬂledmmthlyand

lannuat return in Form No.10 ‘declaring a sales

mmwerofvdamprcmemdujahsuﬂandm.:
amounting to 1.03 crores @ 4% tax rate only. ..

Hon'ble High Court- of Kerala, M.P.Agsncies Va, -
State of Kerala reported in 18 KTR 82 had held that
ujela supreme and ujala stiff and shine are not

: indusmalrawmaterwhm:dcrﬂaﬂ\of&‘nchedule )

to the KVAT Act and is taxable @ 12.5%. This
rcaultedmahoﬂlevyof‘taxandint&reatanwmmg.

of M/a.Kairali Stock Suppliers for the yetr 07-08 .
was'completed unider section 25{}]) of the KVAT Act | -
2003 on® 19210cmahnga.nnddmonnldemandof .
Ra.14, 14, L2419 f-,

The writ petition No.WP(c}18327/10-11 filed by
Sri.T.V.Vipin, Kdirai - Stock Suppliers, |
Perumbaikkad had been disposed of on 14.6.10
atagjing the collécton  of balance amount
outstandmgfortheyea.rO?-OB onoondmonthm
the dealer remits 1/3™ of .the dues

on 8.7.10, .
meﬂratappealﬁledbythedeslerha.dbeen

Dy.Commissioner {Appeals], Kollam.,

He has filed sscond appeal before ‘Hon'ble KVAT .
Appealte Tribupal, Emakulam’ and the Hon'ble |
Trjbunal has granted stay of collectioit of halance

Rs.2,35,737/-on 18.10.11

T

Reoovery of

overpaymmt pointed
out by audit
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c)

Recovery of under’

‘assessment, short levy
‘or-other dues

| @

TModification in the-

schemen and progratmes
including ﬁnant:ng :
pattern -

e

Review of similar
.| casea/complete

schéme/project in the -
Yght of findings of sample

checkbyﬁud;tﬁndmgﬁof ’

sample check by Audit
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| Mum_w_gs__mmm

documemawhmnnmy .

&) Departrncnt MMERCI.AL TAXES
T | subjectmue of the Review | Application of incorrect rate of
[ (c} | Paregreph No. 2.14.3.5(a)
____Iid) | Report. No, and Year - [Ca&AG reportendedalazon
n (a} | Daie of receipt of the Draft 25311
___1 i | Daté of Départment’s Reply 1611
jim . InCotm:ueﬂ:ual'!‘axe)ﬂ!.m(WC&,!..Z,IEr
. . . 7r\hppuzha. during ~ scry
Glatoflf‘_aram'aph_lfRQnew i ;eenrdmtmnoticedthu:ngm]m -
: Emmtl‘!u::t‘m‘ M/s.Poonarm Orah |
‘Nirmanmud.uumdm@‘!%
Y| inatead of @ 12.5% on transfer
- | value of materisls . amounting to
{Ra.11,10 croré ‘for 08-09 .which |
resulted in short of levy of tax and |
P . . . i.ntﬂrestofRa‘iIO‘Tlakh .
IV . /{a} | Does the.Department agree
included ip the paragraph? . -
- - Hmﬂmehmmuof
_ | ({by) | disagrecment and aiso attach.
. 1 Dopnuofrelevnntdocummtnm
JV T e ‘Doeadmbepm-tmmtngee -
A wrththeAud.itwqduaimn? -
") | Wnot, plese indicate specific -
’ arcan of dinagreementwith . |-
reasons for disagreement gnd’
alaoattachoopiuoftdﬂmt
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bymumdlmplc
checkhya\ud.lt )

VI Romedhlaotiontahn :
1 Mjsmmmmmnmmmme
. rullnoftheC‘l'O‘{WO&L‘nNappuhabmmgﬂNNo
3 zdp“"'mmmmm 32041530932, ©On the baxis of audit o the
| e procedures, asseagment completed under section 25(1) of the KVAT -
.mchxdmsmtemal Act 2003 as per order dated 25:4.11. As a result an.
1 eofitrols. | ameunt of Re:66,77,212/- including intereat arises by
_mddemmdmddcmndmﬂumedwthc
anseasee. ‘Thia  ndditional - demand includes
R-as,og,ls'r (Tex} and Rs.8,30,109 (interest]. 'The
wﬂedwmmmsttm;mutinmﬁo .
| 14636]20113ndtheHon’ble!-ﬁ;hCmrtofKem]nm
the judgment dated 13:06-3011 . has quashied the
aisesyment order on & fihding that the order was
| passed without any reficction about the -merita of the
contention of the deater 4nd hes directed the assesaing
uuthmtytnoqudarmemmandmpmtheorder.
‘after &n opportunity of hearing to the assessce |
andﬁor;mducnmofbmkuufmmtsmdothu
documenth;
Nnhnehaiheen1mwdtothcwmi?oml\ln 17,
Thedealerhasmqueatcdforflnthcrumewhxmsh
more. dctmla regarding the assessment. A revised.
muamentnoﬁeeundersecﬁmzﬂljofKVATActm
ingued to the dealer on 10-05-2012. . An oppertunity of | -
) ) bgggeardmdmﬁhobjecﬁomifanyhubemm '
i) . Rmuyo\fwmmmt .
B adnﬁedauxbymdit
. '(c]' ansesamyent, shoit Jevy or an.
other duss =~ -
T~ - | Modiication i the schemes
Iy nn&mmmeﬁmmding -
(o) | Weview of srillar =
nchme!pmiecﬂn‘thzli;ht B o
of findings of sampie chack - E
I
!
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" Action taken Nogg on C& AG's &mm

o) [ Dopartment™

317/2017.

CQMMERCIAL TAXES
(b} | Subject/Title of the Review Apphéat_ign- of 'uw:in-ect rate of |
.| Paragraph Jtax - '
{c} | Paragraph No 2:14.3.5(b) ..
| [d) | Report No.. anclYear Cé AG report ended 31. 32011
1 (=} .D;teofmmptoﬁheDraﬁ 64,11 :
- |} | Date-of Department’s Reply ™ | 20,7, 11
114 ] Scrul;t::y of records. :;1 CTO Qm
. i . : Kol in re of MJe
. Gist of Paragraph/ Rév:gw Tyres and spect Kolllam ol
nsseanec mgaged in tyre
retreading returned tax at the rate
of4%msteadofatﬂ1ecomrate :
of 12.5% for the contract
of Rs.23.97 lakh and Rs.3347
lakh during the periods 06-07 and
07-08 respectively. This resulted
. : in shert levy of tax and interest of |-
. R5.6.15 lakh.
IV {a} { Does the Department agree )
‘with the facts-and Sgures Yen
included in the paragraph? i
‘If not, Pleasc indicate areay of
{bj ; disagreement and also attach = |
| copiés of relevant documents ] .
| support g
v (a} | Does the Departiisént agree -
| with the Audit conclusions? |
(b) | X not, please indicate specific |
| areas of disagreement with
reasons for dmasreement &od -
| alao a.ttach capiea of relevant
docurmients where neccasaty
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schemes and programmes

V1 Remedial action taken
[ T TThe asscsses flea annual return for the year 06-07
Improvement in systern | end 07-08 with the following details. '
) | and procedures, BB : —
. A Year Total Exemy ] Total Tax
' including internal { contract ompaen contract | due@
| controls. " receipt receipt 45
: ' : c(Re) {Bs. Rs) | (Rsj
06-07 | 5197204.40 1808490.40 | 3298714.00 131049
07 08 | 5334769.25 | 2133907.74 | 3200801.61 | 128034
While on. audit it is objected that the asscasee is
~ | purchesing tread rubber and gum for retreading
both interstate and intrasiate claiming input tax on
the local purchase of goods purchascd. For the
year 06-07 and 07-08, the assessee returned tax @
4% on the taxable tumover after deducting labour
| ufs 6{1)e). The cbjection is that tyre retreading
involves transfer of goods involved in executjon of
worls contract where the transfer is not in the
fortn of goods it was lable to be assessed u/fs
{1 .
The books of  actounts: of the BEEEESCE WEre
subsequenily calied for and verifled by Commercial
Tex Officer, Works Contract ‘and - assesement
completed vide proceedings dated 30. 1.11. For the
06-07 tax due is Rs.2,81,950.66 and for the
year 07-08 Re.3,01,585.35. This was demanded
_ | with interest, Revenue Recovery steps are initiated
' ~k inat the dealer for the realization of arrears. '
—{(b) |Recoveryof - T j
L overpayment pointed
out by audit
Recovery of under- - .
{c} |assessment, short levy -
or other dues '
‘Modification in' the ’
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@

[induding fnancing

pattern

(e}

1 Review of similar

ceses/ corplete
scheme/ project in the
light of findings of
sarnple check by Audit
findings of samiple
check by Audit




TCOMMERCIAL TAXES

1(a) Dep&rtment
(b). | Subject/Title of the Rcview Application of incorrect rate of |
Paragraph tax,
{¢) | Paragraph No. - 2.14.3.6 .
~_Tid)| Report No. and Year C& AG reportendcd3132011
I -fa) | Date-of receipt of the Dralt . | 254,11
" .| ParafReview in the Department
} {b) DahcorDepartments Reply - 128 11
AL While' auditing the Ofﬁce of the
. Gist of ngraphfﬂemw Amst. Comnnssloner, Special
Circle, Thrissur, it is noticed
that M /s. Anchery Distfibutors,
Thrissur; a dealer,  self
|| assessed output tax on a sales '
| turnover of margarine for Rs. |
-11.53 crore at the rate of four
| per cent instead of at the
| correct rate of 12.6 per cent
during the year 2005-06, 2006-
07 and 2007-08. This resuited
in short levy of tax and’ mtercst
. : f Rs 15 75 lakch,
v {a) Dou the Depa.rtment agree
: . 'w:ththefacuandﬁguma Yes
included in theparagraph?
N -{ If not, Plenac indicate areasn of - |
(b disagreement and aleo attach
" | cupies of relevant documents in | .-
support .
Vi) DoeutheDépammtngme -
) .. | with the Aniit conclusions?
{b} | If not, please indicate specific
.| arees of disagreement with -
reasona for disagreement and
slso attach copies of re.levant .

.| documents whm nwessar_v
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scheine/project in the

Hght of findings of

sample check by Audit
findings of sample

VI " Remadial action taken .
. : : -| M/#&, Anchery Distributors, a dealer in Vanaspathy -
Improvement in aysiem ) and Margarine etc. has self assessed out put tax on'
(@ | and procedures, 2 sales tumnaver of Margarine for Rs. 1.53 Crore @
incltding internal 4% instead of 12.5%. ‘This resuim_:l_ in shiort levy of
L - tax and interest of Rs. 15.88 lakhs. Based. on the
controls. observation of the Accountarit General, the
-asgessment fof . the years 2005-06; 2006-07 and
07-08 were completed under secton 25(1) of the
Act by fixing the tax lability and interest st Rs,
~1,64,127/-, Rs, 5,83,820/-, Rs. 548872/.
. -| respectively. “This amount is _pending under RR,
(b} . [ Recovery of S ‘
| overpayment pointed
out by audit
. | Recovery of under
{c} | asssssment, short tevy -
.| or other dues
Modification in the
{d) |schemesand programmes { - -
pattern .
&) | Review of similar
cases/complete

check by Audit’
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5] [ Department _ EOMMERCIAL TAXES

® Subjost/Tie of the Review -Aﬁplioat.ioﬁ of invorrect Tate of
“T{cr | Paragreph No. _ —[3.143.7

1d) [ Report No. and Year - - C& AG reportendedalazou

T Date of roceipt of the Dralt. | 6.6.11
I menemmmencpm
| ) Date of Depu-tnient' chly 6.12.11

M/s.K.M ’Ibchnologles a dealer | .

documents where necessary

Giato{ Paragraphfnevww | computed tax on the eales
. ) %mmoverdf'dtgitnlprmter‘of
{ Re.39.45 lakh, Rs.31.84 lakh,
. Rs. 9.20 lakh and 56.98. lakh
} for the years . 2005-06, 2006-
: 07, 2007-08. and 2008-09
respecuvely 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 Rs.14.51
| (a}- DoeltheDeparnnentagrw ’
. | with the facte end figurcs No
K indudedinthsmh?
. T not, Ficase Indicate arsas of | The item dealt with is multi-
{b} disagreement and also attach funcﬁonaldlsltalpro&uctsmh
1. ;oopluo(mbvantdocummm HSNcodeB‘Wl tanbieatti%
| (a) Doaathqupmmtapee -
| with the Audit conclusions? k-
f5) | If not, plcess indicate apeciic | .
1T mofduwtmth
mturd;mmtmd [
eleo attach copies of relevant |
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anedhl nutlon taken

@

lmprovement in system

and procedures,
including internal
controls.

- | commeodity""Printer* l.mpm'ted and sold by them are

-{ Business Systmns' M Ltd, Cargo Complex,
132070325735. The rate of tex of the commodity

| has Been ordered to be modified ‘by the Deputy

 17.07.2010 with direction’ to allow one . more’
‘opporturity to prove the claim of. the dealer that |-

products with HSN code 8471 taxable at 4%.

| effect 'Nil'.

M)'s KM Technologles, Kanjikuzhy, Kottayam is an
mssesece on the rolls of Commercial Tax Officer; I#
Circle, Kotuayam, with TIN 32050512202. ‘The
audit party had pointed out that the itemi 'Digital
Printer’ dealt with by the assessee Co, is taxabie at
12.5% ds againet 4% concéded by the asseasee, -
On verification of the -aasessment - records,
purchase bills and sales bills of the asscasee, it is .

‘undoubtedly clear that the item dedlt with by the.

nssessee is "Digital Printer Mfd". The asscsses iz a
second -seller of the product, the asseasse had
purchassd the commodity from M /s.Sharp

Emaltulam, which is a regxste.red dealer with TIN1

4% as -evidenced from the sales billa. As per the
clarification - igsued by the seiler M/s.Shaip
Business Systems (P Ltd, Ernakulam, the

capable of printing, copying facsimile transmission
capable of being connected to an automatic date
procassing machine or & net work. The commodity
is taxable at 4% vide entry 69 (22} C (1) of the 3rd
schedule to KVAT Act with HSN code 8471, The
KVAT asscssment completed by the Commercial |
Tax Officer, vide office proceedings dated 9.2.2010,.

Commissioner {4}, Kollam vide

No.KVATA.67/10, 159,(10 and 163{10 dated
the item -purchased from M/s.Sharp Buainess
Systéris. {P) - Lid., was multifunctionsal d:gxtn.l

Accordingly the asacasment for the years 2005-06,
2006-07 and 2007-08 has bacn modified with tax |
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_In. the above “Tircumstances, the item dealt
with by the assessee is nothing but "Digital Printer
Mid." which has multifunctional facilities of-

.printing, copying and facsimile. transmission

capable of connécting netork which is taxable at

-4% rate of tax:

®

Recovery of

overpayment gointed
out by audit -

c)

| Recovery of under

assessment, short levy
or other duca

@

Mudrli‘ cation i the

schemea and programmes |
| inciuding financing

Review of similur
cases/complete
schems/project in the
light of findings of

sample check by Audit

findings of sample

_check by Audit
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—

@) [ Départment COMMERCIAL TAXES

(5). | Bubject/Title of the Neview | Applcation of Fioomect matsoF
1fe) | Paragraph No. . 2.14.39 T
-(d) | Repart No. end Year - - | C&AQ report ended 31.3.2011 |

151 | Dat of Dépariments Reply. [133513

317:2017,
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vl Remodhlaction taken
o L _ .The asscssec’ M;‘s Viaha.l nfrastructure  Ltd.
: Improvement in system disciosed . a  total - contract. receipt’ of Re
@ | and procedurcs, 31,61,61,720/- for the year ending 31:03.2008 in
¥ | incloding internat | ¥hich Re. 1,03,83,290{-. Ra. 29,45.24,614/- and
controls.. i Rs. 22,83,816/- wasoommundedatza% 4%:and
: o 18% respectively. Sinée the asspssec hiad under
taken works. & awarded - by persons other than
Government of Kerala, ‘Km'aia Water Authority and
Local aut.honty‘ and sincé the dealer is registersd
under CST Act also the compounding section
applicable was Section 8 fa} (1) in which they are
lisble to pay tax @ 4%. In the light of audit
asseasing authority issued notice U/fs 25 (1) ‘and
compléeted asscsament t demanding the difference
: tax due at 1.7% on Rs, 1,93,83,290/-. The VAT |-
-t due alotig with interest duehanbeendemanded
Ty Rwdmment . :
] pintad out by audit -
: Recovery of under ™ - _ -
ic) ummmt.-hnrtlevyur -
" |otherdues . - :
. Modification in the —
Sl achemes and programmes -
Te} | Review of similar °
" .| canea/complete .
| scheme/project in the
| tight of findings of sample -
check by Audit findings of |
. samplecheckbymdn
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Action taken Not_&a_ on Cée Ag’l Reggrt

(a) Deps.mnent COMMERCL&L TAXES
{b). Subj_cctf'l‘it-le of the Review Exgcss claim of 1nput-t_a.x credit,
4 . [ Paragraph ' '
{c) | Paragraph No, | 2.ua. 3. 1 .
}'(d} { Report No. and Year | C& AG report ended 313 2011
i {a} | Date-of receipt of the Draft 6611
_ Para/Revicw in the Department’
.| [b) | Date of Depariment's Reply [24.3.12
i ’ - ifi Assistant Commissioner, Spl
’ Gist of Paragraph/Review | Circle {Produce), Mattnnc:hen-y
) T )| M/s.Harisson Malaya!am Ltd.
jan assessce in  hia annua.l
Jretum  for 08-09 brought
|| forward a tax credit of Rs.51.45
+{lakh depicting it as excess
| input tax credit of the previous
year. However, excess input
tsx credit,was not available as’
per the anmual return of 07-08,
. | Besides, computationaj
mistakes resulted- in further
excess credit of Re.8.76 lakh.
These  resulted. in  short
. 1 dsseasment of tax and interest
: g of Ra.69. 25 lakh
w {a) Doea t.he Departitent agree
with the facts and Agures No
| ihcluded in the paragraph?
5 i not, Please iridicate areas of The fgures shown in the andit
| n disagreement and also & enquiry and draft pers has no
o) ‘coplcs of relevant du:mt:t:rm nexus with the returns avaflable in
support the filcs, The tax of credit ahown'
i bytheaasesaeemtheretummthe
foll
| Lilnput tax paid for' Rs. 13860138
the return penod _]
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3}Special rebate  iRs. 6626633

3)Foim 20F ‘Ra, 1003747
" Totat Re. 21490515

The audit enguiry observes that
the asessee has cleimed an Input

1Tax of Re.26508883/., These

figrires do not relatea to the file of |

1 the aseessee for thae 08-09

. Daoes ths Depﬂrlment agrae
| with the Andit conclnsions?

)

documcntswhmnweuanr

If not, pleane indicate specific .
: arenaofdna.greemmt‘dth

Ireasmsfordmagreementand..
alsg aittach copies of relevant
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: Remedhl utlon ﬁhn _

Theluditmhunomdthntthemeehthdr
aunudmuunfwos-wmtforwdquxmd

Improvemenit in syste
e System Rx.SM&lBSf-demctmguummputtumdnaf

andpmcedures, the previoua year. However, excess input tax: credit was
' including interna) not available as per annual return of 07-08, Beaides, | -
contrals. mmputaﬂﬂnalmi!takermltulmmrthermn credit

of Ra.B75927/-.- 'l'll.istéll.llﬁedqahoﬂlwynf
R».69,25.429/-. " fit i further chaeyved thiat the total
input erudit, availed including thé excess credit carried
forward émounts to Rs.26050888, agritist the actual
.cndntavailahlaﬂsM&?‘?l/ ant.hepu.rchueof

Ra.822792106/-
. Thabputm;vaﬂedbymeminthsmmthb
_Month !Z_l’!‘.

April - ] - 1334959
May . 3086785
June . 2683979
[ July .. . 3235246
August ;- 436546
i 631847

| October, . 366937
November 431005

i _702300

JJanuary- 287111
Febiuary - 140845
March __ 522578
Total 13850168 |

_mebotnlpw‘chnummdedbylhé the
' | annual return is Rs 605648961 /- and total availed IFT
isRs.13860138/-. The said figures tally with the

I}Inputtax paid for:. n.13860138
the refuri period
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Jjspecial rebate  ime, 6626630

" 3)Form 20F e, 1003742
Totai . :Re.21490513

The  audit enqun'y obscrves that the asesses has .

'| cisimed en Input Tax of Ra.26508883/-. These figures.

do not relates to the file of the asseasee for the year

08-09.

o

Reqavm’yofwerﬁm:nt.
pointed out by audit

(-?1'

Recovery of under _
asscsament, shart lévy or
other dues .

()

incinding Anencing

| {=}

" | sempls check by Audit -

Review of similer

| cassa/conplete

scheme/project in the

light of findings of sample |

check by Audit Sndings of




coMMERcmL TAXES -

| included in the paragraph?

(&} | Départment
| fo} i Subject/Title of the Review Exocss claim of i mput tax r:recht
Paragraph
| {c) | Paragraph No. ) 21442 _
(d) | Report No. and Year . C8% AG. report ended 31 .3.2011
U - |{a) | Date of receipt of the Draft - 121.2.11 i
: .__| Para/Review in the Department :
. (b} 1 Date of Department’s Reply {6.6.11 i
m I ; “in respect of cqmmcrclal Tax
. ; Paragr iew Office, Manjerd, M/s. M.S.
Gist of aph/Revt Timbers, Vazhakkad for 05 -
’ 06, a dca.lcr in timber claimed
input tax credit twice on three
purchases  effected  during
December 2005 and March
2006 and availed excess nput.
tax credit of Rs. 2.53 lakh and
| the department should .levy
penalty of Rs. 5.06 lakh. -
IV | {a} | Does the Department agree
| - | with the facts and figures Yes




®

| oo;ﬂesofm]awmt dummm

support

@)

Does the Department asree .
with the Audit conchusions?

1)

T oot ol Tndicats speciic',
arcas of disagreement with - -
reasunsfurdnagreementand
alsq attach copics of relevant

documents where nes Y
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Remedial action taken

(a}

Improvement in systém

and procedures,

_including internal

controls,

2005 - 06

The dealer has availed input tax credit on tax
paid on FDT on the following purchase which is not
em lﬂ. B o ’
Month | BII | Purchased Firm | FDT | Input

No. x|
. claimed
@ 12%
T |
05705 3 __ | DRO Kannavam 7419 | 927
a7/08 22_ | FRO Karulai 9350 | 2418°
| GTD Manjeil | 23731 | 2841 ]
52 ] 28838 [ 2979 i

|.GTD
QTD Aruvaidu i 3B72 484
GTD Aruvecods 5260 658

65705 | 027 | FRO Kelliyor 7354 | 919
oﬁ .
10/05 | OTD Mgm‘eknl 16140 | 2018
GTD Kannoth 11552 | 1444
76/ | GTD Kannoth 2870 | 359
12/05 | 201/ | GID Kannoth - | 10673 | 1334
05-06. '
17/ | GTD Ranoeth Q126 | 1141
05-06 | - :
02/06 | 153/ | GTD Koyalad 34326 | 4201
06, !
21813_

) * It in mlao noticed that the dealer has availed input
tax creddit Rs. 90104 on purchase of timber as per hill
No. 285/05 dated 16.12.05 during the montha of 02/06
and 03/06 at two times. This resulted an excess avail
of input tax Rs. 90104, - _ o

The dealer claimed input tex credit for an
amount of Ra. 243297 which inchided two purchasés an
followe.

!

[SIT[Bill No. &|Purchess | Tomi | imput im:
No. { Date amount

. | From
1 | 318/058<06 | Gowt 1262194 [ 149372

317/2017.

di 13.03.06 | Timber _
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1 depot
i Kannoth
2 | 134/05-06 | Forest ~ | 243400 | 13691
i dt 13.03.06 | Range )

. During the month of May 2006, the assessee had
claimed input tak credit for an amount of Rs. 179797
for two purchase detrils as below:

8l | Bill No. & | Purchase Total mput |

-Na. | Date Fromm - - |amount |tsx :

1 1318/05-06 | Govt. - Timber 1262194 ;| 149372
Tat . ‘depot o

. ] 13.03.06 .| - e .

2 113470305 | Forest Range | 243400 | 30425 .

- dt : Office 1 - :

'13.032.06 | Kannavam ;
] : 1179797

'From the above it is evident that double drawal of
input tax credit has been availed during May. 2006 for
which input tax credit has already been availed during

April 2006. _ .
" ‘The amount double drawal woried out as fllows.
-4} 2006 Rs:. 13,691.00 )

5/2005  Re. 1.49.372.00
Rs. 1,63,063.00 .
‘The assessment wns completed as per
procecdings dated 21.04.2009 creating an additional
demand as follows:; . :

Year Tex 'm:&est. Pem;lgx " Total
05 -0b [.111919 | 40201 | 180248 | 332458
) 06- 07 | 163063 | 40766 | 326126 520955

[274982 | B1O57 50&374- 862413

: “The order was served on the dealer and the
‘dsaler paid Ra. 100026/ as per chalan No. 105/15-06 .
- 2009 for the year 2005 — 06 and Ra. 163063 as per
chalan No. 1008/01-07-2009 snd chajan 08/20-08-
‘| 2009 for the year 2006 - 07. The halange amount of Ra.
590324/ was advized under RR vide RRC. No. 24 and
-25 dated 20.08.2009 and 15.09.2009 respectively. .

The dealer filed an appeal - before . the Deputy

| Commioaioner (A}, Ernalaifam and the Deputy
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.Comm.muoner{.ﬂ}as.

Otder No KVATA 2400/09-:-
Dated 11.11.09 and 1632 and 1633 dated 30-10-2009 -
hasstayed&ecoﬂemonoftheamuuntducunthe.
disposal of appeal, provided the appellant remits 40% of .
the amount due for the year 2005 -06 and 2006 - 07.

| The dealer paid Rs. 110962 gs per chalan Np. 968 dated

12.10.2009 ‘and chalan No.149 dated 24.12.2009. for

.| the year 2005 - 06 and Rs. 130455 an per chalan No.

202/03.11.2009 and chalan No. 210} 16- 01-2010 for

)

Reowe!y of cverpaymgnt
pointed out by audit

theyearQOOG - 07. e

e}

Recuvery of under
agecusment, short levy or
othet dues -

(&

Modification ins the -
schemes and programmes

.| including finsncing -

pattern

Review of sl
cases/complete

acheme,/ project in the
light of findings of sample
check by Audit findings of

sample check by Audit
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Action taken Notes on Ch AG's Regg;g_s_l

Department

COMMERCIAL TAXES

TSubject/Tilie of the Review _

Non levjv of reverae tax,

tcl

'Paragraph No.

2,148

d)

“Report No. and Year

C& AG report ended 31.3.2011

ml

IS

Dae of receipt of the Dratt
Para/Review in the Department

24.3.11

)

Date of Department’s Reply

3611

Gist of Paragraph/Review"

Whﬂemalﬁngmeuﬁceolthe'
Commissicner [KV;\'I'},

-S "
Ancbunmnt(lmeralhndobueﬂed

adealerm;ew;!lﬂ'yhldadodng
atock of Re,16.89 crore during 07-
o8 ﬁ:rwh.lchhe had taken input

Does the Dopartment agree
with the facte and fignrea
m&h.ldedmtheparm;m?




If not, Please indicate arcan of | The asscasce avaied inpat tax
) | disagreement and also ettach | credit.prior to the switching over to
| copies of relevant documents in compounding scheme, once
- I \ the asscssce cama in the ambit of
pport the compounding system the sale
of the goods against which the
input tax credit had been availed
also took place and the tax
amount went to the excheguer, the
tax to be paid was detetmined in
advancs. ’
In this caae the qusstion of reverse
tex doea not arise sinee the goods
at the end of the prauitimate fiscal
wes not used for the purpose
mentioned in the definition for the
reverse tax aw specified in the Act |
but the goods were subjected to |
sale in the course of the busiuess
as per law which negate the
reversal. in the circannstances the
audit objection relating to the
reverae tax liability of the dealer
_ opted for the compounded rate of
o tex is not sustsinahle :
Does the Department agree -
with the Audit conclumons?
If not, please indicate specific
reasons for disagreement and
«alno attach copies of relevant
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'Remedial action -&kpn _

e

Improvernent in system.

cand pro_oedures,

including internal
controls,

The mmMg famhtyls one of thz mipurts.nt

provisions incorporated in the tax regime of the KVAT
Act, 2003, it may be hoted that the rules governing the

compounding syeiem do wot cnvisage the reversal of |
input tax that had availed duririg the penuitimate fiscal |

om the stack at the end of the year if a dealer opt.to
come in the ambit of the system. As per section 11(7) of
the KVAT Act, 2003, “if gooda in respect of which input
tax credit has been availed of are subscquently ‘used’
fully or partly for purpesss in relation to which no input
tax credit is allwable under the 3ection, the input tax
availed in respect of such goods shall be reverse tax".
In the present case the assessee had not ‘used’ the

i goods ir respect of which input tax credit has been.
_availed. The ass has sold the goods subseguently.
in the course of the. busincss. The assessee has'not

used the goods for their own use of any other purpose.
The ‘sale” in the course of the busitiess does not corme
under the purview of reversc tax. The only thing the
dealer hat dune is that they had opted payment of tax
under Section 8 of the KVAT Act, 2003. Thie has made
a difference in the mode of payment of tax only. Alsc'as
per Section - 11{4) of the KVAT Act. 2003, unregistered
dealera or dealers paying presumptive tax under sub
section (5). of section. (6) or dealer paying compounided
tax under sectioni {8) or dealer who wranafer the right to
use goods under clause {c} of sub section (1) of Section
(6] shall nat be eligible for input tax. -

As per Section 11(7) the statement is “no input tax
credit im allowsbie®. On the other hand in Section 11{4)

it is stated as * shall not be eligible for input tax credit”. |
The meanings of input tax credit “not allowable” -and

“not ehigible” is different.

The asscssee aviiled in‘p'ut tax credit prior to the

awitching over to the compounding scheme, once the
asscasee came in the ambit of the corhpounding system
the sale of the goods against which the input tax credit
had been avaided also took place and the tax amount
went to the exchequer, the tax te e paid was
determined in advance. ’ S

In this case the question of reversc tax does not arise
since the gooda at the end of the penultimate fiscal was

not nsed for.the pirpose. meationed in the defiriition for
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mcreverse uuaa specified in the Act.but the goods
wesé subjected to sale in ihe ¢ourae of the business as
per law which negate the reversal - In the circumstances.

. the audit objection relsting to the reverse tex liability of

‘the dealer opted for the compounded rate of tax is not
suatamable

®

" Recovery of overpayment
‘pointed out by audit

{c}

Recovery of under
assestment, short levy or
other duea

)

1 Modification in the

scliemés and programmes
including ﬁn&lu:mg
pattern.

fe}

‘Review of similar
cases/complete

scheme fproject in the
light ofﬁndm'ga of eample

check by Audit findings of |

sample check by Audit
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{a} | Department COMMERCIAL TAXES
5| Subjoct/Title of the Review | Nom Ievy of Tnterest/  Nomt
Paragraph appropriation of payment to
) X interest. '
{c) | Peragraph No. 12146 . ’
-{d) | Report No. and Year Ca AG report ended 31.3.2011
{a) | Date of receipt of the Draft 176.11 :
Para/Review in the Department
) | Date of Department’s Reply 22.2.12 .
' . Durmgtheofiscmtiny of records in
Gist of h 4 ‘| the Office of the Commercial Tax
t of Paragraph/Review i ; : Xt
| Emwkulam it was noticed that an
.| ansesaee M/a  Reckit Benekiser
| remitted differential tax of Ra,1.61
| crore  during 2005-06 without
| remitting  interest and penal
| interest  due. Further  the
/| department failed to anseas
ipterest and appropriate  the
remittance firat towards interest
which resulited in short levy of tax
. - ; and interest of Rs.41.98 lakh. .
{a} | Does the Department agree
i with the facts and fgures Yes-
ineluded in the paragraph?
umt.mmdimemuuf
(b) disagreement and also attach
.| copies of relevant documents in
suppart .
{a} { Docs the Department &gree -
- | with the Audit comelusions?
(BY 1f not, piease indicate specific
areas of disagreement with
reagons for disagreament snd
also attach copies of relevant

documents where necessary
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Vi Remedial action taken
- - {In the light of audit objection, the = J
‘| Improvement in sydtem authority issued a notice dated 08.05.2009 to the
fa) | and procedures, asscssec  proposing to adjust en amount of
including inmﬂ Rs‘.38,62,8_0_6[— towards interest and penai intereat
controls ‘tfor the period 5/06 to 12/06 and i
Fontrols. R».38,62;806/- towards tax and Rs.10,42,958,.
mtlfo? ‘interest from 1};«"907 to '-113;009. But
wi t Si"'l.ﬂg any to 12 Mﬁur asgcaame
ﬁledWritPeutionbemngtthm’blcmghCounof
Kerala. As per WPIC) 15230/2009, Hon’ble Hi
+| Conrt, : granted atay on 08.06.2000 and
. the atay ia continuing till date. .
T Rﬂeavenyuf';ymﬁqymm o
| pointed cut by audit ,
Recovery of under
{c] |assesament, shart levy or -
: Modification in the B
{d} . | schemen and progrmanmeq -
J{&) [ Review of siniar
cases /oompiete -
[ schieme/project in the
light of findings of sample -
check by Audit findings of
" | sample chack by Audie

317/2017.
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| copiea of relevant documents in 2.57,93,429/- taxed @ 4%

support:

n taken N
@) | Department -, COMMBERCIAL TAXES
T SubjectyTite of the Review | Short vy due o fumover
" |Poragraph eacaping asscsament-
Tc) | Paragraph No. 2.14.7.1{a)
(@ | Report No. and Year | CEAG report ended 31.3.2011
] [e) | Date of recelpt of the Drait - {7411 ' .
) Parafﬂgﬁwinthnpepnmm
— (b} | Date of Department’s Reply ]24.3.12
1m - . In theoﬁceotﬂ:leﬁmcm (WeHLT),
: | Mattmincherry, Accolntant
Gist of Paragraph/Review has noticed that M/s
Jyothl Structurwis Ltd. a works
conceded  taxable
tqunoverofks.-4.13 crore. Out bf
the texuble turnover, Rs 2.58
crare assessed at four per oant
instead of at 12.5 per cent
Further, the taxable turnover of
Re. 4.13 crore was loas than the
cost of goods consumed in the
workscontraclwhichnmoﬁntadtn
! R»s. 4.87 crore. Escape of turnaver
fiom aascssment couplod with
application  of ‘indorrect  rate
resulted in short levy of tax and
: . i of Rs. 35.52 lakh. .
v {a) | Does the Departnsnt agrec o
: with the facts and figures No
included in the paragraph?. .
. Hnot.Mindbmemof - polnt caised in . the audit
| disagreement and also attach 'O‘ﬂmbﬂm“mﬂ‘m‘_ﬁﬂﬂ
15

in'ofder. In cane of declared goods

nanewpmrinohasbeeﬂinnerwdby

the Karala Finance Act 2008 -[Act

| 21 of 2008} w.e.f. 1.04.2008 which
“Provided

alao that the

 reads ]
,,pp,yabh'undcrdauu(ﬂinwect
| of tren of d not

g
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(a) | Does the Department agree
. with the Audit conclusiona?

©) tfnot,pummdsmeqaeaﬂc
arcan of disagreement with

dmmmdwt

’ mmainrdiugreommtmd

documentn where neceasary
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I Remedial action taken
V57 ot Sﬁ‘ugl‘afl'i_l&n]‘mmtmm of
Improvement in system jal Tax Officer (WCALT), Mattancherry. bearing
tm . tin TIN 32151058402. They aré engaged in.the work of
(a) nl_:dproqedum, powergtideotpmaﬂcnoﬂudhm;'
including internal - First point raised in ths audit objection is that an
controls, amount of Re. 2,57,93,429/- taxed @ 4% is not in order.

In case of detlared goods a new praviso has beemt
w-wmmmmmmma
2008} w.e.f 1.04.2008 which reads “Provided also that
mmwmmdm[nmmmqtm-{uor
doclared goods, pot in the form of goods, but in some
other form sball be at the rates prescribed under
wchedile,

In this case ihe declared tranafer wvalue ‘of Ra.
2,87,93,249/- @ 5% ia in order.. -

Angther point taised in the audit objection is that the’
below thé vame of goods tninaferved in execution of

: mqm@mmﬂmam.m (3} ().

The sudit party calouleted the coat of goods transferréd
for the epacution of warks contract as under. :
Opening Balance Rs. 70,33,589
. Add Purchase *  Ra. 55645912
. Transportation charges R, 25.69.463
Re. 6,52,48,964
Lesas closing ntnck
. .Rs. * 4,86,78,367
The assesdee has declared purchase of Rs.
4,86,12,323/- in the P&L . Account’ for 2008-09 as
men under .

an . .
- Gteel Ra. 3,47,69,060
Cexnent Ra. 24,68,069

. 8Send . ‘Ra. . 10,39,081
Stone Chips Ra. 4,772,555
Ready Mix concrete R, 92,62,915
-Totsl : Rs. 4,86,12,323

The audit party wrongly sdded opening stock of Ra.
7d,33,589/- with. this figure and drrived the figure Ro.
5,56,45,912/- as purchase. Sl _

During this year sssessec spent amount, given under

__Trsmeportation chirges  Rs. 13,66,908

E
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Vehicie hire charges R, 5.90.733
Diesel and petrol expensesRas; 4,38,066

Vehicle Insurance Rs. 44459
Vehicle Maintenance Rs. 1,29,288
Total Rs. 25,609,463

All the above iteing arc enteved it the PMIL
Account under the heading transportation charges. The*.
along the quartetly retomas and sum total of these
figures is Rs. 13,66,908/- during 2008-09, In
compriting unafer value of goods thie Audit party wok
the figure R8. 25,69,463/- inatead of Re. 13,66,908/-.

The tranafer value of goods in re-computed as follows.
Opening Balance Ra. 70,33,389
Add Purchase

R»..4,86,12,323
Transportation charges
‘ Rs. 5,70,12,820
Leas cloding stock
Balsnce - Rs. 4,04,42,223
Taxable turmover Ra.4,13,20,805
amount '

In this case the taxable tumover conceded is more than

N

Recovery of overpay

value of gpods extruted in the Works Contract.

' ey

pointed aut by audit
Recovery of under |
osncsament, short levy of

-

Modification in the schemes
and programities including

| financing pattern

i,

Review of similar
m{m}ﬂﬂe .
#cheme; projoct i the tight
of findings of sample check

| by Audit findings of sample

check by Audit e
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on taken Notes on Cls AG's Reports
{a] [Department TCOMMERCIAL TAKES
&) 'Subjcct{'l‘itic of the Review | Short levy due 'to turnover
1 | Paragraph. + | escaping assessment.
{©) | Paragraph No. 2.14.7.1{b}

{d} | Report No. and Year

1 C& AG report ended 31.3.2011

I {a) Date of receipt of the Draft 25.3.11-
me_ReﬁﬂwintheDepmmt )
| (b} | Date of Departrient’s Reply ‘26.8.11 '
Kl T ' -Iﬁ.CommerdalT:xOﬂioerWo';::'
i j 3 Contract & Luxury ’
Gist of Paragraph/Review | Jo 0 0he  during  sorutiny of
' records it was noticed that & works
contréctor Anantha Narayanan,
Poonmm Grah Nirmen{F) Ltd who
had contract receipts of Ra.13.30
crore agsesssd tax on turmover of
Rs.4.92 crore only during 2003-
09. The turniover waa less than the
cost of goods transferred to works
contract of Rs.6.33 cvre. Hence,
the taxmble turnover including
profit should be Ra. 3B crore and
1turnover of Ra.l. crore that
escaped assessment resulted in
short levy of tax and. interest of
o . Ras.21.10 lakh. . -
v ifa) Doea the Department agree with -
. the fncts and figures thaluded in | yeg
the paragragh?
1. Tf not, Pleasc indicate areas of
1) wmummum =
) | coplen of rétevant ts in
support
v ia) Does the Department agree with -
the Audit conclusions?
{b). 17 not, plesse indicate specific.
areas-of disagresment with
reasons lor disagreement and also
attach copies of rejevant
documents where 5y
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Reﬁedhl action taken ‘

{a}

fmprovement in aystem
and procedures,
including internal
controls.

| Account is 0.75%. So the taxable turnover would

| 2011 u/fs 25(1) of the KVAT Act.

As per P&L Account for the year ended 31.063.2009°
the total cost of goods transisrred in the execution
of work is Rs.6,33,16,324/-. The taxable turnover
would be the cost of goods transferred plus gross
profit. The accounted gross profit as per P&L

be Rs8.6,37,91,196/-. There is -a supprepsed | -
turnover of Rs,1,45,55,677/-, since the turnover
teturned Rs$.4,92,35,519/- falls below the cost of
goods trensferred phis gross profit. .The tazable
turnover worked out as follows. - :

: R5.,6,33,16,324-00

:Rs. 4,74,872-00

: Rs. 6,37,91,196-00 .
. 'Re. 4.92,35.519-00

: Ba, .43, 55.677.00
This is assessed @ 12.5% Tax Rs.18,19,460-00 and

Interest due U/a.31(6} read with - 3y
Ra.4,18,476-00 is levied as per order dated 25-4- _

Caost of goods transferred
Add Gross profit @ 0.75%
Taxable turnover fixed -
Taxable tumover rehirned
Turnover suppressed

The assessec filed WP (C ) 14636/11 before the
Hoa' ble High Court of Kerala. In the Judgment
dated 13/6/11, the writ petition iz allowed and
revised asscasament order in the light of audit is
quashed with direction to afford an opportunity to
the petitioner to produce books of accounts and
other documents in support of the objections

{b)

'Rcéoverybf -

overpayment pointed
out by audit -

{e}

Recovery of under
assesament, short levy
or otlrer dues




248

. (d]

Modification in the
schemes and

programmes including I

T

Review of similar
cases/complete
acheme/project in the
light of findings of
sample check by Audit
findings of sample
check by Audit
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{8) { Departmient - COMMERCIAL TAXES
(b) | Subject/Title of the Review 'Shart-kvy_ due to tumover
Paragraph escaping assessment.
c) | Paragraph No. 2.14.7.2[n)
d) [ Repott No. and Year C& AC reportandeda’lazoll
[T | (a) | Date of repeipt of the Draft 7411
|__ | Para/Review in ths Department _
(b} | Dute of Department's Roply | 4.7.11 _ :
m - - i In the Commercinl Tax Office (WC), |
Qist of Paragraph/Review Qeneral (A) han pointed out that
- | M/s.P.KK.Conatructions a dealer
fumover of R3.1.84 crore . and
| R8.3.73 crore for the years 06-07
| and 07-08 respectively an against
| Ra.2.34 crore and Ra.4.37 crore
| shown in the profit and loss
| mecounts for the respective years
This rescited in short levy of tax,
. : o intereat and penal interest of
L . R2.32.08 lakh. . :
IV . | (a) | Does the Department agroe o
with the facts and figures Yes
meludedlnﬁwar_ngmh?
NE not, Fleaae incicate areas of
.+ | {b) | diengreemant und also attackh
. i copies of relevant docunsents i
it support
v {n) | Doss the Department agree -
with the Audit conclusions?
(b) It not, pleass indicate. specific
, aress of disagroement with -
reasons for disagreement and
also attach copies of relevent
documents where neceasary

317/2017.
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Remedial action taken

N

Improvement in system
and procedures,
including internal
controls.

SiiP X Eammad icitly, PropP K K. Constructions, P.0-
paramba, Areacode, Malappuram district is a
registered contractor on the rolls of Commercial Tax

Government works snd paying tax as prescribed u/e
6(f]. The asacsece has fed the retumsa for the years 06-

.,OdeOT-OBmd'ﬂwﬁladmemdmmtd

accounts. The asscase was paying tax on the estimated
turnaver at the rates application to the gooda purchascd
and used in the execution of the works contract. Sec.6{f)
was amended as per the Kerafa Finence Act 2006 w.e.f
1,7.06 by which the assessce wns lisble to pay tax &
12.5% on the taxable tarnover. . ’
Notices were issued to the sseessee to produce the
bouks.of accounts for verification in order to ascertain
the correctness of the rétums and to complete the
asscasment for the years. T
In response to the notice by the assesaing authority the
asdenses has produced the books of accounts for
verification. and the assessment for the years 06-07 and
calalated for the year 06-07 is as per rule 9 2A {a) and
for the year 07-08 is s per ruls 10 2{a). .
Hence the losa of revenue as pointed " out by the
Accountant General was assessed. _

Detafls of asseraments completed are as under:

Tetal contract receipts Ra. 75887708

Taxable turnover determined Ra.22739410

OPT due - Re. 2738778
Les [PT Rs.1152222

Total turnover detoriuined ~ Ra.35260392
« Tuxabile turnover determined Rs.14107103
OPFT i " Rs. 1677088

'| Leas IPT credit Ra. 399258

Special rebate _Rs. 43626




meum.s'mpmmemaueagmom

06-07- | 467652 | 100237 8017 27.7.10
07-08 | 226091 | 49710 _1302/27.7.10

Thecﬁllechnnoibalmee mhmbeennayedbyﬂw
Deputy Commissioner (Appeals), Ernakufam as per
order No.KVATA 1267/10, 1267A/10 and 1267B dmd
30.6,10.

(b)

’ .Rocovery of

overpayment po:nted

| otat by mudit

Jee)

Recovery of under
dascsament, short levy

| or other dues .

)"

Modification in the
schemes and

| programmes inchidinﬁ

financing pattern

C]

Review of similar
caseaf/complete
scheme/ project in the
light of findings of

sample check by Audit .

findings of sample -

check by Audit
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Short . levy due to turnover

-Sul:uectf'!‘ltle of the Review
. escaping assesament.
(5] Paragmphﬂo. . 2.14.7.2{b)
[ Report No. and Year C& AG rcporten.ded3132011
n fa) | Dete of receipt of the Draft 25.4.11
_ .| PueafReview in the Depaitnent |
3 {b} | Date of Department’s Reply [5.1.12
m i While auditing the Office of
i " | Asat Commissioner, Spl .
GiatofParamphfw u e
General has noticed that the salea
turnover of minerals conceded in
the annual retum and asscased to
tax by M/s. Cochin Minerals and
Rutiles [id. an esscssec was less
jthmmeéerﬁﬁedamounuﬂgum
’} by Ra.4.14 crore for 2008-09. Thia
remalted. in non-fevy of tax of
, R8.19.75 lakh at the rate of four
per cent.
IV | {a) [ Does the Department agree
with the facts and Sgures No
included in the paragraph?
1f not, Pleasc indicate areas of "Bdn;amblicl..hmtndcompmy
{b) disagresment and alao attach the annual reports are prepared as

per requirements of Compeanies
Act 1956.and théve are schedules
as explanatory notes to account

accounting
| policies snd final accounts of the

ompmlntheannunlféporhu
schadule 19 1 (g and oa
pomtedouthyﬂwﬁudit.:tis

| noted that "Sajea include cxciee

duty and sales tax and are net off
discount”, Thus the sales

| turnover given in_the annual
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 104,95,18,811/- (98,07,28.224" +
687,90,287) Foreign eachange loss

(@)

Poes the Department agree
with the Audit conclusions?

(@
- . | drean of disagrebment with

wlsc attach copies of relevant
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Remedial action taken

. "Buing & Public Limited Company, the annual reports are
Improvement in | Preparcd s pev requirements of Companies Act 1956 and thare:
systcma.nd madwduhcneqsmamry.nommmmgpoﬁda.md

. final mccounts of the company. In the annual report, as per
procedures, schedule 19 1 () and as pointed out by the Audit, it is sioted that,
inéhuding internal 'Sﬂesindudemdnwindsabataxandmhﬁuﬁdimt‘”
controls. Thus the seles turpover givea in the annual feport inchude |
Foreign Exchange loss {incurred due to fluctuation in. Dollar
value}, tax and cess arriving the total export turnover Rs.
104.95,18,511/- (98,07,28,224 + 687,90,287) Forcign exchange
- huianmchmin-amudﬂemmmnnnuﬂmumdin
the office, itivﬂlmtfurmpaﬂofthewmalwluo.atbudnm

Mnmmhuenmedﬁ-&ightupmlyinthesdehm_mdu
per Rule 10[e]anVA1‘Rule02005,daimedmmpﬁmoume
BRME. muainthemndmmm.themwlmmmgivenis
inchisive of freight, but tax due in only on taxable amover ie,
excluaive of freight. Hm,tbctotalaaleammﬂmaspumnual
return and 13, 13A filed are found matching and there was no
difference in tarnover ie.

Local sales tumaver :Rs.. 145009627
 Total Taxable turngver  Ra.1162112774

exphnnﬁmgmﬂqdopwdbythemditmﬁvmbdm—

AG’s figure Actusl | Difference | Remarka

Total | 1237552530 | 1237552532

Salea )
turnover

as pel

annuat

Leas GB0728334 | 1049518511 | +68790287 | (Foreign
saley ) lo#a) :
Balance | 256824306 | 188034021 :

Lesa 7006278 | 37164783 | -19841495 {freight + ||




255

check by Auclit

- Interatate | tax+oesa)
sales
timover
Balance | 199818028 | 150860238 | 48948790
Local [ 156716619 | 150869238 | 5847381 | (freight +
sales | ‘tax + " [
_turzover | - . Cenn) |
Escaped | 43101400 0| 43101409
: ) .
TAX +
(bt} | Recovery of
averpayment -
pointed out by
Juudit
[ Recovery of under
{c) | assesement, short -
lévy or other dues
" | Modification in the
{d) | schemes and -
nines
F lg fing )
financing ing pattern
{e) | Review of aimilar
cases/compiete
scheme/project in
the light of . -
findinga of sample
check by Audit ' -
findings of sample
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{@) [ Dopartment cbumﬁncw?‘r"ms:
(57 | Sibject/Titie of the Review | Short Jevy due o turmover
Paragraph | escaping assessment.
) | Paragraph No. 2.14.7.30@) _
{d) | Report No..and Year_ o AG report ended 31.3.2011
m} .Damufmomptdtheﬂrdt 6.6.11 '
Para/Review iri the Department
(b) { Date of Department's Reply {20.9,11
' - fOn _-verification ‘of assesmment
Paragra ph/Review records in the office of the Asst
Gist of / Commiesioner, Special Circle-],
i Emekulam the Accountant
Oeneral{A] noticed that, the
asseaging autharity falled to
assess the warrsnty claim of
Rs.1.80 crores received by a dealer
M/s.Popule Mega Motors Ltd. in
rasulting a short levy of tax
. lndi.ntcrutufl’Rs2758hkhs
(a) | Does the Department agree i .
with the facts and figures No
included in the s
.| Hnal, Please indicate arcan of dealer has akready included
(b} | disagreement and alse attact, | the turnover of Rs.1,80,51,784/-
ies of relaveant docurnents in | DeiDE warranty claim received in
m.i" the monthly return for the period
pport : {i;:m 4/08 to 3/09 and remitted
- AT,
{a) | Does the Department agree -
) with the Audit conchusions?
arcas of disagreement with
reasons for disagresment snd
mmmdw




257

v  Remedial action taken

: .Pw-ﬁieywoa-ogthedubrﬂ_edmﬂrmm
Ty in syster . a total end taxable tumover - of
provement in system | 20 5o 1y 70,991.11  which includes tumover of'

{g) | and procedures, R 23,697/~ velating to the tarnover of 6(2) purchase.
including internal mmmmmm%muf
conitrols. Ra.1,80,51,784/- being warranty claim received in the

monthly retum for the period frem 4/08 to 3/09 and
ré - VAT. The details of sales turmover are as
| $eliows:

Turnover at 12.5% Rs.1,74,96,81,473.77

-4% Ra. 37 44,3%8.10

. 0.5% Rs. 4,59,678.00

" 12.5% Rs. 1,80,51'.134_.00

"

1)} Recowery of overpayment

) out by audit

- oy of

) assesament, short levy or —
other dues :

__{d]' and programines including | -

(& | Feview of stmilar

of findings of sampie check- -

31772017,
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Action on s
1{d} | Department COMMERCIAL TAXES
(b) | Subject/Title of the Review | Short levy due -to _turnover
I Paragraph ' | escaping assesament.
(c) i Paragraph No. o | 2.14.7.3(h)
d) | Report No. and Year | €& AG report ended 31.3.2011
I |(la) [ Date of receipt of the Draft 6.6.11
Pa:‘nfReviewizltheDepnrhnen.t
_ {b} | Date of Department’s Eeply 29.7:11 -
(T ' In Comsmercial ‘I‘axOﬁcie,'Speun.l
. . Circle-TI, Ernakulam, it is noticed
letoff'aragra-phfﬁcvwwl that .1:1, nssessee Mfs. GMMCO
Ltd., Edappally did not pay tax, on
the warranty ri ue,
amounting to Ra. 78,66,507, on
the ground that a review petition
on the issue iz pending with the |
Supreme Court of India. The
Hon'ble Supreme Court has not
gven any stay in this case. Hence
the asscasec is liable to-pay tax.
Pailure to do a0 resulted in short
levy of tax, interest and Ceas of Ra,
11,50,476/.
w {8) { Docs the Department agree ]
: with the facts and figures Yen
included in the paragraph?
Ii not, Please indicate-arean of
(b) | disagreement and also attach
oopwsdtekvmtdommennin
. support
v (o) | Does the Department agree -
with the Audit conclusions?
{b) { If not, pleass indicaie specific
| areas of disagreement with y
‘| reasons for disagreement and
alno attach coples of relevant
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Remedial action taken

(a)

including internal
cqntrols.

. _ _ TEscaped turmover specifisd fn the audit objection]
| Emprovement in system ‘eedi
‘and procedures, ’

for the year 2008-09 is assessed as per proceedings
dated 19.10.2010, making good the short levy. The
tax due @ 12.5% Rs. 9,83,355 Cess @ 1%
Rs.9,834/- and the interest due Rs. -1,78,774/-
(Total Re. 11,71,963]. ia paid by the asseasee vide

chalan No. 2589 dated 24.2.2011 st Sub-Treasury,

)

Recovery of _
overpayment pointed
ottt by audit

()

Recavery of under N
asscssment, short levy

{ or other duce

{d)

| Modification in the

schemes and
programmes including

(e

Review of similar
cases/complete
scheme/project in the
light of findings of
sample check by Audit
findings of sample
check by Audie
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n On | s Re: :
1) | Department COMMERCIAL TAXES |
. K
{b)_Sul_:jecthitledftl'lCRwW Short: levy due to turnover
Paragraph : enscaping assessment.
1) | Paragraph No. 2.14.7.4 ) ' :
| ]{d) [Report 0. and Year “TCM AG report ended 31.3.2011
I {a} | Dat® of receipt of the Draft T6.6.11 -
| Pera/Review in the Depastment
. {b) Date of Department’s Reply - |25.6.11 . o .
‘| HE ’ ’ ' While auditing the Office of the
Gist of Paragraph/Review Commircial Tax Officer (WC &
' ) LT}, Kappur the Accountant
Gmetal{Audit]haspointed out
that the assessing authority
failed to assess the turpover
1 that escaped asseasment due to | .
{ excessive exemption claimed by
a dealer 9rf, Raghavan. T.C.
| Kunhimangatam, Kannur
. | during 2008-09 reaulting in
. short levy of tax of Rs. 17.39
VAR Docs ths Department agres
with the fects and figures _ 1 Yes
fnciuded in the p ?
Kmmﬁa
) ‘disagroement and almo attach
_ ) oopleldrelmtdommﬁnum
: support - .
v (a} | Does the Department agree bt
) T not, please indicate specific
md_d.‘:_uwntwim
reasora for disagreement snd
alwo sttach copies of relevant
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VI Remedhla.ctlouh:un
: mdﬂuhucldmedmmpﬂmhmmtdm
L : i it incdludés Re. 66,60,323/- belng the value of
&F“ PSRt I SYSIS| meterials purchased from unregistered dealers which io-
(&) | and procedures, not acceptable under Rule 10(2) (b} of KVAT Act 2003,
: including internal This defect has been brought to the notice of the déaler,
| controla, Sri. T.C. Raghsvan, Kunhimangalam, affording him an
opportunity to flle revised return on the basis of audit
report in Form 13 & 13 A and to remit balance amount
of tax with interest and pensl interest under
section 42 of the Act. Since the desler d&id not comply
withthamhee,mtundnrm%utﬂwm
waa proposed and not eatisfied by the reply flled by the
dealer against the proposal, asscssment under secton
25 of the Act wma as per order
No.323121271732/08-09 dated 7.3.2011, creating a
demmand of Rs. 31,49,695/- including interest.  Appesl
preferred by the dealer in remanded for fresh disposal.
Fresh_assesamant completed on 26.11.11 creating a
damandofﬂn..'&ﬂwlllduindudinginmtm
.subsequiently advised for RR. The said assessment was
again remianded by the Deputy - Compissioner{A),
. y Kmhilmdevideomerdmed9412§nrﬁ'nhdupoulmd
cfoe |- the sanie {8 under progrese.
; pointod ut by audit
R Recovery of under i
1) asscsument, short levy or -
LT other dues
: ModiBication in the schemes
{d} and prograsnmes inchuding -
' financing pattarn
fef . | Reviow of sicaliar
cames/complete .
sacheme/ project in the light
of findings of saxuple check .
by Audit Bndings of sample :
check by Audit
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Action taken Notes on C& AG's Reports
{a} | Department TCOMMERCIAL TAXES
T {6} | Bubject/Title of the Review | Short levy due (o turnover
| paragraph - escaping asscssment.
{c)_| Paragraph No. 2.14.7.5 : .
{d) | Report No: and Year ChAQ report ended 31.3.2011
O “(a) Date of receipt of the Draft 7.2.11
. Para/Revicw iri the Department
. | b § Date of Department's. Reply i5.1.12 _ .
ml In  the office of the Asst
Gist of Review | CommissioneriAl, Spl.Cirde,
ist O Pa.ras_,rnphf T am pri
Accountant General (Al has
noticed that M/s.Divya Business
Systems Ltd. a dealer in
| photocopier, fax machines and
consuiables failed to include in
the rctam an amount of Ra.1.01
X crore being recavery of FSMA
Material cost and copier warrantee
charges during the yewr 07-0B.
assessing suthority which resulted
in short levy of tax and interest of
[ s Rs.15.11 lakh. -
TV | (a) | Does the Department agree .
with the facts and figures No
- inchuded in the paragtaph?
If not, Ploase indicate areas of Detalled report furnished ‘in
{b) | disagreement and also attach coumn Viia) ,
) ' copies of relevant documents in . ‘
V| (8} | Dosa.the Department agree um
: with the Audit conclusions?
o) | T not, please indicate apecific
. | areas of dizsagreement with
reasons for disagreement and
also attath copien of Televant |
documents where necensary
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Retliqdial action taken

()

{mprovement in system
and procedures,
including internal
coritrols,

Notice u/s 25 of the KVAT Act 2003 has been issued to

_the dealer proposing to assess the turmover cacaped.

Thededlarﬁladreplyh:reamu to.thenotlm The
Asst.Commiasjoner {Assmt}, Sp],Chgle,
Thirnuvenanthepuram has examined the case in detail
with assesament records. it is clear that the company
has entered into Pull Service Maintenance Agreement
with customerys for maibtenance of Xerox photocopiers.
The monthly hilling comprises of material cost as well

-as labour, It is seen that VAT has been paid on material

cost and it figures as FSMA customers as the last entry
in the sales atatement @ 12.5% every month. The dealer
had paid VAT for a taxable value of Ra.. 88,17.875.32
which works out 70% much above the percentage fixed
under the Act.

Service charges Rs.17,71,883.46 related to service
charges collected from such customers for the labour
componerit. Labour charges do not attract VAT.

The . dealer ‘had collected sexrvice charges
Rs.17,71,883.16 from non confract customern, In the
case wherever material is used, it ts shown as sales in
the bill and VAT is levied. T‘hsamonmmenumdam
umjylabourmoomeonwhlchaerﬁoemhwbeen
paid and VAT is not attracted.

The dealer hed received discount for an smount of
Ra.15,26,595.78. But on verification of records, it is
found that, the amount related to business provision

‘incehtives received from their muppliers under varlous

schemen. Thmweme&tmmmudmbmmtto
actual sales, These crcdits had no impast on the
purchase value of input tax. The supphiers had not
availed these credits from their turnover of the tax due.
Inthhdrwmstmoesthed:muntrecdvedarem
order.

Owver Achmtmmt Bonus of R31069?4405 is seen,

| received by the deater. ltiamincmdvepaymtmade

bythepﬂndpalmmpanyﬂnoughietdbumm

achievement of quarterly sales targets. This iW not an

item attracting VAT. This comes under business
auxiliary service on which acrvicé tax haas been paid by
. the company. Nmmereocapemthismwdisdnonot
. correct.




purchased for wiring Ra. 1,85,418.75 i secn aecounted
under - wiring expenses and in which ne VAT credit

The assessec had peceived target incentive om
E».40,000/-. 1t was an incentive paid to the apoeasee’s
salsa head, by their principal compeny. VAT is not
appliceble in this regerd. The assessee had i

o et on depoait of Re.5484 /- and Rs. 160165/ in the
head of interest on deferred payment of installments. It

principal company had izsued bills to the custouers

irectly. m:winnotinanywayaﬁacttamble'vﬂue;
In view of the sbove, the audit objections are not
sustaindble. ) E

{t)

wdmuymm
pointed out by andit

. ic}

asmt,ahonleww

other dues
ific in the
schemes and programmes
o clading & \
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(e) Review of similar
casss/complete
scheme/project in the
light of findings of sesnple -
. { check by Andit findings of |

sample check by Audit -

317:2017.
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{a} | Department COMMERCIAL TAXES"
(k) | Bubject/Title of the Review Short levy dus to turnover
10)_| Paragraph No. 3.14.76 - .
{d).} Report No. and Year 1TCes AG report ended 31.3.2011
(a) | Date ofvecoipt of the Drat | 6.:4.11 - -
7 | parayReview in the Department
T{E) | Date of Department's Reply ] 20.7-11
: D Inmclzmmmhl 'l‘axmomec, 3n
Gist of Paregraph/Review e . Thirevananthepuram it
: h/Re was noticed that a- dealer in
home appliances M/s. M.KFP
Merketing Net who sold goods
at a price lower than purchase
did not assess to tax, incentive
of * 75.89 lskh received through
credits durinig the period 2007-.
08. This resulted in short levy
) of tax and interest to the tune
: 1eof* 11.67 lakh.
{a) | Does the Department agree
with the facts and figures Yes
included in the ?
~| i not, Please indicats areas of
b disagreement and also attsch
copics of relevant documents in
support o
{a) | Docs the Department agroe -
+ _!x_ﬂiumhudhc@dml?
1wy  not, pleasis indicats specific
" | areas of disagreement with
also mttach copies of relevamt
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Remedinl action taken

VI
Apeovesent in egstem ‘“"“""‘;;'fm"“’"' "”"""“”E."ﬁi';" o .
; : o has been 20 A8 to assess tive "to tax
T alt:d ) tin thia revised esscnsment order the asaessee filed
@ : procedures, Writ Petition before the Hon'ble High Court of Karala,
including internal. and the Court vide ita judgment in WPC No.
| controls. - 25044 /2010 dated 01.12.2010 hes quashed the revised
order with direction to complete the assesament afresh,
. -mmaqudhmm'
the petitioner.  Accondingly asseasment was again
mwupu&duwlsosu. In the revised
ovder the benefit of incentive Ra. 10,65,664/- paseed on
to the subsequent dealers as is evident fiém the books,
of accounts is deducted from inoentive received Ra.
75,88,653/- and the balance turnover of Ra.
65,224,968/ is asseused to tax at 12.5%. Balance tax
'| and intevest due is Ra. 12,72,478/- (T'ax Ra. 9,15,4582/-,
. | Interest 3,37,026/) Demiand Notice is issued. The
. pdnteduutbyaudit
T Y —
(] Amument.ahmthvyor_ -
other ducs ____
‘| {d) |schemes and programmes -
including financing
(e} | Review of similar
casés/complets
schieme/projoct in the
light of finditigs of sample -
check by Audit findings of
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Actf otes on 's Re
(8) [ Department - COMMERCIAL TAXES
(b) ; Bubjcct/Title of the Review | Short levy dus o tumover
Paragraph -escaping asscsament.
-Ic}_Paragmthn S k1477 .
__ [ ) [Repart No.and Year |~ | ChAG rcportendedalszou
i ) | Date of receipt of the Dralt | 6.6.11
- [ ) | Date of Department’s Reply | 26.7.11
m N .- |In Commercial Tax. Officer, ]
' Qist of Review : i, M/s ur
PRBRIIRTY | techmangis i Do
Kakkancherry, a dealer in
software did not assess the
sdles - turnover . of software
jamounting to Ra, 34.40 lskh
and Rs. '2.07 crore for the year
2006-07 end - 2007-08
respectively, Thias resuilted in
_ { short levy of tax end interest of [
. Rs. 11.56 lakh. .
IV |(a) | Does the Department agree _
- | with the facts and figures . Yeés
| included in the paragraph? .
H not, Piease indicate arsas of
. copics of relevant docutnents in
support - .
V (s} | Doea the Department agree -
’ | - . | witti the Audit conclusions?
(b) | Wnot, please indicate specific
- areas of disagreement with
also attach copies of relevant

documents where necessary
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Remedial a¢ction taken

oontrt_als. )

Improvement in systcin
and procedures,
including internal

i for Revenle Recovery aa per RRC.No.63, 64/11 dated

FinalnmmnenttorOﬁ-O?andO?OBmmpleted
under section 25 on 20.1.201 1, Turnover for 2006-07 of
Re. 34,40,461/- was asseased to-tax creating additional
demand, of Rs. 1,37,618/- {Vat], Rs. 63,304/- (Int),
Total Ra. 2,00,922/- Turnover for the year 07-08 Rs. -
2,07,09,827 was also assesacd to tax

additional
| demand Ra, 8,28,393/. (Vat}, Rs. 2,65,085/- (Int),
recommended

Total Rs. 10,93,478/-. The demand was

16.2.2011 before  the  Inspecting  Asaistant
Commisaioner, Manjoti. As per Order No. WP{C)
777472011 dated 14.3.2011 High Court stayed
co!lectlonofartmswithadimcﬁmtodiapmnfﬂw
appeal filed by the ~dealer before Assistant
Commiasioner (Appeals), Palakirad. The matter is now
pending before the Tribunal. The STAT, Addl Bench,
Efnakulam granted interim stay with direcon to
furnish security for the balance gmount within one
month, Thedealerfurmahed&dﬁqummini'm
Gdated4112&2112forhllamount

(b

'{ Recovery of overpryment

pointed out by audit

{€)

Raqu:ynt’under
assesament, lhorthvyor
other dues

C)

) Hodiﬁummthewhemen

and programmea including
financing pattern

(e)

Review of similar
casts/complete

‘| scheme/project in the light
of findings of sample check

by Audit findings of sample
check by Aadit

n




COMMERCIAL TAXES

EC) ent .
bV | Subject/Title of the Review | Short levy due to turmover
| Paragraph escaping asassament.
_ | c)| Paragraph No. -12.14.7.8(n) _
- 4} | Report No. and Year | C8& AG report ended 31.3.2011
0 (4] | Date of receipt of the Draft 16.6.11
- _| Para/Review in the Department |
1 Dateofneparmmt'amw 149311 S
L In the Office of the . Assistant
17 Revicw - | Commisaioner, Special ~ Circle,
Gist of Paragraph/ | Plakiad, M{e. SEPR Refractories
India~ Ltd, = Ksnjildode West,
Palikikad, wn wssscssce failed to
pay tux onr the eudles tumover of
DEPB license aimounted to Rs
2.17 crore during 2008-09. Thia
semalted in abort lovy of tax of
L Rs.8.78 lakha.
"IV [ | Does the Department agres |
with the facts and figures No
mdudedinthepw? 1
'Hmmmmd mDurlngthe asscomIIEnt year
o) ‘disagreement and also attach , the msseance had
mmenoluhvnntdoumtum reported.  in * their  financlal
support statement an {ncome of
Rl21476.7&61- under lhe head
| *sale of DEPB Licensc *  The
ftem has been ‘shown om
alao.
Actuslly no sale of DEFB has
AV | Does the Depurtment agyee with e
b} { M not, piease specific |
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vI Remadlalnet!mltakcn
B Thcmethodd‘mnﬂngpmcedurefoﬂowedbyths-
.| Improvement in system | @8sesees with regard to DEPB claim is detailed below:
{a)’ | and procedures, 1. Each month, the income on account of DEPB cleim
ihcluding internel will accrue at 6.8% of export salea for the month.
" controls. | The accrual entry will be credited in the DEPE

Income Ledger (Ledger Accounmt No.31000100).
DEPB

'68%oftheupmtvulue. Thia ia to cover the .

probable discount to be given at the time of sales or |

- walue difference in license isaued by the Director

General of Foreign Trade.
meumuewmﬂdpmjmrmluyﬂorthe
bu].gmel&%ofﬂu'limie.. 100% - 85% on

ﬂ:lel.wmuwil.l credited

accryed.

5. Balance of Rs.3,39,93,65)/- reported in the
Miscellapious Recelvable Account includes the
scorual of Re.2,14,76,786/- ufilization of
.Rxl.SZ,GSASO!.S and a dlosing balancu of
Re.2,96,70,087.77 of DEFD income. The,
Miscellanecus Receivable Account is grouped into
Advances for the purpose of grouping of heads in
the financial statement. Advances of

- R&.8,14,37,749/- wnd prepaid Expenses. of
. R®,11,03,349/- constitute the main head -

Advances Recoverable in cash or in kind or for
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value to be received of Rs.8,25,41,098/- in the
Schedule No.10 to the Pinancial Stetéments
under the main head Loans-and Advances.

it may be noted that the DEPB salea noted in the
audit is Rs.2,17,25,962/- agamutthemcmﬂmmme
of Ra.2,1476,786/- reported in the Enance
atatements. The fgure arrived for audit is by adding”
the amount of Ra.2,49,176/ towards miscellancoua
income of SEFR Refractories india Ltd.
From the above, it is sscn that
] Duﬂngdaeyeuoeﬂmnenuﬂemenuamedto
the assessee on . accourit of export sales. The
amount of R5.2,14,76,786/ - represcnits a prudent
catimate of the income arising out of the DEFB
which has been recognized as required by the
Accounting Standard 12 (AS-12) of thé Institute |
of Chartered Accountants of India
The corresponding debit has been made in
MISCEIIANEOUSRECEIV’BLEa;c

AcmallymaakofDEPBhnstalnenphoedudngthe

| yewr. -

)

unomry bf overpayment
‘pointed out by audit

ic)

Racovery of undast
ensanamertt, short kevy or

| other dusa

1d)

[ ModiEcation in the schemen

and programpies inchuding
finmncing pattern

Tiel

Review of similar
caaen/complete

mhm;prqimmu{eﬁght '

of findings of sample check:

‘by Audit indings of sample
check by Audit
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ion taken O, s
{a) | Department COMMERCIAL TAXES
'| (b} } Subject/Title of theRcvww Short levy due to turnover|
Paragraph - escaping esseesment,
{ - |{c) } Paragraph No. 2.14.7.8(0)
B (d) | Report No. and Year Ck AG mportmded3132011
T | (a) | Dafe of réceipt of the Drit [ 21.9.11 o
. Pm/RemwmtheDeplrment .
{b} DatcofDepartmmtsReply 7.5.11 .
il In 8pecia] Cucle 'h'wandrum
Giat of Paragraph/Review M/s.8cot Technology . dealér in
software did not assesx the]
sales _turnover of licences
amounting to Rs.15.60 lakha
far the year 06-07 and Ra.46.15
lakchs for the year 07-08 which
resulted in short levy of tax and
interest of Ra.2.99 lakhs,
v {a) | Does the Department agree
with the facts and Sgurea Yea
included in the paragraph? -
if not, Please indicate areas of
(b} | disagreement and also
cupies of rélevant documents in
puppart
v {a) DoestheDepartmentag-de -
with the Audit conclhusions?
M) |If not, please indiantae
specific’ arcas of
disegreement with reasons
for disagreement and also
attach copies  of relcvmt_
documents where necesaary

317/2017,
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VI Remedizl action taken
. ] Amordingtotbﬂauditrepnrtthmghthegwdsdeﬂt
Improvi i with the dealer was taxable at 4% only: the dealer had
end cment in system asscgsed part of selea tumnover and purchese turnover
{a] | end procedures, for 06-07 at 12.5%. It was noticed by the Audit Wing
including internal that out of a salen turnover of Rs.6,28,51,176/- tax was
controla. collected at 4% on Rse.2,32,97,951/- snd &t . 12.5% on

Rs.3,95,53,225/-. So aleo input tax was paid at 4% on
Rs.73,08,179/- and at 12% on Rs.3,77.66,891/-. Since
the aasessee had dealings on computer software alone
collection of dut put tax on a part of turnover was illegal
and required forfeiture ufs 72 of the Act. So alse under
the first proviso below aub ssction (3) of section 11 no
input tax credit-shail be allowed on tax collected illegally
by the selling dealer of software. The short levy of VAT
amounted to Rs.31.82,611/- interest leviable under
section 31{5)-for the period from 5/07 to 10/09 was

; Re.9,54,783/-.

In respect of 07-08 asaessee collected output tax on sale
of computer noftware amounting to Rs.19,62,789/-

at cutput tax due of Rs.}5,60,354/- at 4% on
R»#.3,90,08,845/- but showed putput tax collected ‘as
due. The anscssee had purchased software from
registered dealers for Ra.2,78,02,083/- and availed of

-| imput tax credit of Re.14,95,502/- ageinst ITC due of

Ra.11,12,084/- (at 4%). ITC availed of in excess was
required to be disgllowed. Failure to do so resulted in
short peyment of VAT at Rs.3,83,410/-. Interest due
was to the tane of Re.69,014/- penalty for availing of
excess ITC and for collecting OFT at in applicable rates
attracted : - Total ‘tax effect evolved
Ra.45,89,818/-. :
The assessment for the years 0607, 07- 08 were
completed based on the following observations made by

.thcAooounmntGencral

1.. ‘Tax illegally collected aa per aection 72(1) for 06- | -
* Q7 amounting to Re.34,00,562/- was forfeited.

4, Excess input tax claim was disaliowed.

3. Balance tax and -interest due for 06-07
smounting te Rs.33,43,974/- and Ra.12,45,540

‘ respectively, Total amount die for 06-07 is to

the tune of R8.45,89,314/-.
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4. Balance tax and interest due in respect of 07-08
is Rs.7,31,954/- (Fs.5,89.305/- (Tax} and
R».1,42,649.83 {interest). .

aputam, second appeal
re the Hon'ble Op the basis of the
appellate order of Deputy Commissioner [Appeal),
Thiruvanenthapuram no assesament wus done afresh.

10 -

The demand created for the year 07-08 is under revenue !

()

td)

@

Review of similar
cages/complete
acherne/project in the
light of findings of sample
check by Audit findings of
sample check by Audit




otes Q's Re
{#) | Department T COMMERCIAL TAXES
[® suhjectf_ﬁﬂeof'thq'kmi'ew “[Short tevy due to turnover|
- | Paragraph e eacaping assesament,
| ¢} | Paragraph No. }2.14.7.9
= 1{d) [ Report No. and Year TC& AG mportended3132011
(&) | Dete-of receipt of the Draft 19.4.11
| ] Para/Review in the .
1] Date ost Depnrlmmt’s Rnply 6.7.11
: 1A works contractor
G Paragmph Reviaew D.Ajayakumer, Vrindavanam,
otof / loffice of the CTO (WG},
© | Kottayam supplying poles o
KSE - Board “in  specified
T locations did not hssess tax on
amounting to Rs.19.72 lakh,
125,20 lakh and Ra.10.14 lakh
received during 2006-07, 2007-
08 and 2008-05 reapectively
This resulted in short levy of
tax, cces and interest of Re.7.96
i : ' N Lakhs,
{&) [ Does the Department agree -
with the facis and Sgures Yes .
incinded in the paragraph? :
T [ i not; Ploase indicate arens of
| ) | disagreemient and aleo attich
. | copies of relsvant documents in | .
1 (a) | Does the Department agree | -
with the Audit conclugions?
(b} | I not, pleue indicate specific |
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Remedial action taken

()

Improvement in system
and procedures,
including internal
controls.

In the light of audit assessment revised as per order
dt.1.3.11 and addi.demand created aa under:

. Year _Tax Total
Ob-07 273,906 1,311,475 405,381
0708 | 6,19,285| 3,232,043 | 842,228
0809 | 1,16,006 37841 | 1,563,847

Interest

* aram.mt due.

Total | 10,090,197 | 3,82,259 | 1391456 |
Demand notice sent to the aseessee to reslize the
RRC issued dated 25.4.2011 atid the
recoiiry proceedings were pending before the Inspecting
Amt,nnt Commissioner, Kottayam. The assesase has
preferred eppeal against the said sesesament orders
before the Deputy Commissioner (Appeals), Emakujam
and haa obtained conditivnal etay on payment of 30% of
the balance due and on compliance of the directiona
contained in order No XVATA 1375/11, 1376/11 & |
1377711 dated 6.5.11 of the Deputy Commissioner (A},
Emabkulam.

1 (b}

Recovery of overpayment
pointed out by andit

()

| Recovery of under

asscazment, short Jevy or
other dues

()

Modificstion in the schemes

"and programmen including

Rnaccing pattern . -

(e}

Review of elmilar
cases/compiete
scheme/project in the light
of findings of sample check
by Audit indings of sample

" | eheck by Audit -
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Actlon taken Notes on Cl AG's Repm

{a) | Department COMMERCIAL TAXES
{b) | Subject/Title of the Review Short levy due to turnover
Paragraph eacaping assesement.
(c) | Paragraph Na. 2.14.7.10
td) | Report No. and Year [ C& AG report ended 31.3.2011
II '|(a) | Date of receipt of the Draft o 7411
Para/Review in the Department
(b} | Date of Department’s Reply [ 26.8.11 .
m ' , . ‘M/s. AM. Motors, Varangode,
i Paragraph/Review a dealer in motor vehicles
Giat of Bh/ : Special Circle, Malappuram did
not assess tax on the sales
a tumover of demo vehicles of Rs.
7.99 lakh and Ra. 34.98 lakh
for the year 2005-06 arid 2006-
07 respectively. This resulted
in short levy of tax and interest
: - of Rs. 7.09 lakh,
v {a) | Doen the Department agree .
* | with the facts and figures Ne
-inchided in the paragraph? .
if not, Please indicate areas of | The demo vehicles have ‘been
{b) | disagreement and aleo attach | registered under the Motor
‘copies of relevant documents in | Vehicles Act and the rate -of tax
support under rule 10(1) of the KVAT
Rules 2005 is 4% being used
. - vehicles.
Vv | (a} [ Does the Department agree -
| | with the Audit conclusions? | -
(b) | ¥ not, piease indicate specific

arcas of disagrecment with
reasons for disagreement snd

| alag attach copies of relevant

documents where nscessary
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Remedial action taken

()

-lmprovement in gysatem
and procedures,
including interrial
controls, '

200506 1 During the year the assesses has s0id 4
demo vehicles for Rs.9,98,905.00. All four vehicles

-80ld have been registered under the Motor Vehicles

Act and the rate of tax under Rule 10{1) of the |
KVAT Rules 2005 is 4% being used vehicles. The
assesace has paid Ra. 46,108.00 as per Chalan

{ No.258/10.7.2009 for the year 2005-06. They have

also - paid Rs, 15,839.00 with interest of Rs,
9,662.00 as per Chalan No.270/31.5.2011. Hence

| the total payment for the year 2005-06 is Rs.

71,609.00. The audit party has taken 12.5% as
the rate of tax which is against the spirit of Ru.le
19(1} of the KVAT Rules 2005.

2006-07 ; During the year the assessee has sold 15

demo vehicles for Rs. 33,92,753.00 at & loss of Ry,

1,05,274.00. Since the assessee has sold the
vehicles at a loss of Rs. 1,05,274.00 the sale value
of the demo vechicles will be Rs. 33,92,753.00 as
:g:mst Rs. 34,98,027.00 pointed out in Audit. All

15 demo vehicles sold are registered under the
Motor Vehicles Act the rate of tax to be assessed

| under Rules 10{1) KVAT Rules ia 4% of the sales

turnover. The assessde has paid Rs. 2,20,094.00

_j as per Chalan No.258/10.7.2009. Hence there ls

no shert levy in this case,

)

Recovery of
overpayment pointed
out by audit

{c)

Recovery of under
asszssment, short levy
or other dues s

L)

Meodification in the
schemes and

. | programmes including

financing pattern
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{¢)

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

_| findings of aample

check by Audit
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i
3
;

317/2017.



Vi Ramedial action taken
lnth(ﬁ%;tg(mditoﬁec&bu.&emﬂingmt::nw
T iIm i verified the books of aceount and found that the dealer
- mp.“"em“f“."y’m has not returned and accounted the fioar, price fixed by
@ | procedures, | the customs department for the levy of customa duty.
+ | inclading internal The obacivation is oo the basin of details of custome
controls. K £ The total impoct for the yrar 2008-09 as
: per the andit inclides Ra. 11,85,420/- (Asacssed value
Rs. 9,52,746/- + customs duty RS, 2,32,674/-] as per
invoice No. JJ0216090221)01 dated 3.03.09 Yiwujiajic
Plastic Co, Ltd., China and the same reported by the
dealer during 2009-10, since the gopda reccived in April
2009. Hence Rs. 11,35.420;—hutdbededuched&cm
the . total purchese turnover for the year 2008-09
detgrmined by the Accountant Ceneral, The
Costignercisl Tax Officer haa revised the assessment of
i | thie dealer for the year 2007-08 and 2008-09 as per
"] order-dated 18..04..11, under Section 25(1} of KVAT Act
.1 3003 wt the basis of floor price fixed hy the customs
. department for the levy of customs duty, after lgnoring
the objection filed by the dealer that the pu value
| adopted by the customs department was illegal and
untenahble, The additional demand created for the year
2007-08-md_2008—09mthébmofﬂmrpﬂce
adopted by the customs depsrtmesit {s as under.
Year VAT & Cons ' Tota]
07-08 -155466 57522 212988
— 08-09 105011 26298 131309
(b} | Recowery of scverpayment : : - .
pointed out by andit
| Recovery of under ;
.|{e) | assesament, short levy -
or other dues i
- | Modification in the
(d) | schemes and -
programmes including
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=

Review of similar
casea/complete

" | scheme/project in the

light of findings of

sample check by Audit

check by Audit




_ "‘.-f".fhl'

= Gject/Ti ﬂa"o'rihe Review

T

_Paragraph
Paragraph No.

T9.14.7. urbl

[Report No. and'(ear

1Ca AG wpor:mdedm 32011

T

1A

nmhfmaptom:em R
Maeﬁswinthebgpmem

'-‘566 11

®).

DatcofDep&t‘i:mmt’sReply

BRI,

i

I_ i r{}ist omegrapthmw

} Rs.1.05. crore. Failure to conduct:

exteérnal surveys to verify purchase
turnover resulted in ahort levy of |
tm.inm:tandpmq.lmtnmtof :

| with the facts and figures

Doeatthepa'tmmtngme
included in the paragraph?

. Ra.291hkh

e

¥ not, Please indicate arois.of .

) dhmmmtmdalmm

[ copiea’ ottelmtdnwmenmin
-uppon : .

'Thepurchuetumwerrcported_
{in anmual retuim & 13A and

booksafascountaiatheactual .
. and not . fhe'

r'anmble valuc

. Doe&the Deparunentagree
5 wit.h the Aud.itcmmhmnns?

.;..

Ty [
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' controls.

including internal

With reference 1o the
18.5.11 was issued to the: assesnee Proposiing 1o | -
asseas the difference > in turnovgr ihviting objections |

and directed to produce- the ’
In
The dedler Has réturned 'Re.66,07,380/ -

Form 13A fileg
‘produced fevealed also the B¥CT W _
in Accounitant ‘General's audit the: import purchase
tumnover taken is asscssable vilue amounting| .
- | Rs.80,49,077/: based on thé records roctived fiom | -
Customs Receipt . (Audit Wing of Accountant |-
| Gerteral's office at. Customs House), - All the import|
[ purchase billa-a ' -
angd customes duty are-

' Rupee and 1ipt the assessable vakue,
In

n.udit a nouoe u{s-.ﬁst_.!l}_dtd. :

-asdessee filed a
_ of bilia of import | .
madé during 2008-09 and prodiiced
accounts in"support of the docurhents

revealed the following:

;response to ‘the ‘notice the

towarda
io office. The books.of actgunts.) .

avcounted. Freight
separately actounted in: the.
of The purchase -

the elrcumatances ther is no shott levy of tax |

)

T T

out by audit

_|andno Ioss of

Ievenve in this case,

{er

o ather dues

( d} _
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)

Review of similar
cases/complete

. schempfprojectinthe
.| light of findings of '
sample check by Audit.

" I findings of sample

check by Audit
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#
L ]

Actior
@) [Depariment COMMERCIAL TAXES
(D) | Subject/Title of the Review | Short levy duc to turnover
~. | . [Psragraph . 'escapmgasseaament.
] (€} | Paragraph No. 2.14.7.12
| {d) | Report No. and Year ChAG. reportendedSl 32011
T (a} Date of recnipt of the Draft 21.2.11
. Para/Review in the Department .
. {b) | Date of Department’s Reply- | 22.7. 11 .
pH | . ' ) 11a CTO, 2% Clrclem‘lﬁvnndnm_
Ten 'Paragraph/Review M/s. Hnrl.lu-lslm ustries, «n
Qiat of h / asacssec engaged in  falwication
: and installation of machinery had
a turnover of Ra.70. 10 lakh as per
his monthly returns for the year
2007-08. In audit it is noticed
that the asseasee discosed a
tirnover of Rs, 38.90 Lakh only in
his annual return, resulting o
¢acape of turnover. » the
taxable turhover was assessed at
four per cent. Thia was nat correct
gs the tornover relates to works
contract not in the form of goods,
end hence the trunsfer value of
material amounting to Ra.49.07
Lakh is Habie to be asscsacd at
12.5%. These defects remulted in
short levy of tax, interest .and
[ . penalty of Ra. 4.58 Lakh.
v {a) | Does the Dephrtent agree with |
the facts and fgures included in Yes
m% Y
] if not, indicate aroas of
) capies of relevent documents in
support | -
v {a) g:atheneprhnmt;;maﬁth -—
[0y [ nat,” piease indicate apecific




1@

alnadybomcu!lected

" Rs. 3,64,922.00
Re. 83,7940

'Oludﬁlelbonmmmtofhl,%m,‘-

. '.

T Riview of slaise

cases/ compilete
scheme/project in the

- { light of finelings of sample
chncltbylmditﬂndiupu(

saniple clieck by Audit

S e e LU R
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Action taken Notes on Cls AG's anmv

(a} | Department  COMMERCIAL TAXES
(b} | Subject/Title of the Review - Irregular claim of input tex
Paregraph ) .| credit.
| {c} | Paragraph No. N Z2.14.8.]
. ¢ (d) | Report No. and Year - (O AG reportended3132011
0 [(a) | Date of receiptof the Draft 6.6.11
: Para/Review in the Department .
. fb) | Date of Department’s Reply |8.8.11 : )
m ' . In" the Officc of the Asst,

Gist of Paragraph / Review Commissioner, Special Circle
(Produce), Mattancherry it is
nioticed that M/e. J.K. Tyre and
Industries Ltd., Kochi an
asscasee did not aveil ITC of
Rs.20.53 crore on purchase of
rubber valued Ra. 513.13 crore ]
during 2008-09, as the goods
were u'ansferred to other
States. However, the assesses
took credit of Gorresponding
-1 cess amounting to Rs. 20.53
lakh. Besides,. the  asseases
availed credit of Ra. 12.09 lakh
an ¢xcess cess brought forward
from prwlousrcuunpenod As
-| eeas was introduced from April
2008, there could not be any
carry forward of cess  from | -
.resultcd in short levy of cean af |
Rs. 32.62 lakh.

w "{aJ- Doesmchparunentagree_. i ’
mcludedmtheagmp_h? ) :
if not; Please indicate areas

of disagreement and alwo '

JET2017.
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(b} |
| documents in support

attach copies of relevant

fa}

Does the Department agree
with the Audit conclusions?

®

¥ not, please indicate
al:.-eciﬁc arcas of

‘| disagreement with reasons

for disagreement and also
attachi copies of relevant
documents where necessary




291

Remedial action taken

18}

Improvement in aystem
and procedures, .,
including internal
controls,

The assessee filed returns manually for the period
from 4/08 to 7/08 and correctly paid the OPT and
1% cess thereon and not takén any credit of cess
paid on natural rubber. Provisions for collecting

cess atl% has been introduced with effect from
29.7.08. The dealer started e-filing of returns on
28.8.08 for the months of 4/08 onwards. While e-
filing the cess paid on natural rubber has been
automatically shown hy the system as cess

| ereditable i the KVATIS summary ‘and got

adjusted towards ccss to be paid on the sale of
tyres. and tubes and balance shown as excess
credit’ of ceas. Due to the error in the KVATIS

{ system the dealer’s liability of cess on the sale of |

tyre/tube/flaps got adjusted with the ineligible

‘cess paid on purchase of natural rubber atock

transferred and the excess got credit to the dealer.

On receipt -of the audit objection notice has been
issued to the dealer demanding cess due of Rs. |
5,93,975/- with 1% interest and 2% of the interest
as penal interest. ' The dealer paid cess dus Ra.
5,93,975/- interest Rs. 1,27,363/- and penal
intereat Rs. 2,54,726/- totaling to Re.9,76,064 /-

"| vide DD No.021649 dated 20.07.10 enc ashed vide |

chalans 5.39 dated 09.08.10.

Even after adjueting cess due, there is-stll excess
credit of ceas for Re. 14.68 ldkh. The escapement
of tax occurred due to the problems faced at the
initial stages of e-filing. Before that the dealef had
pald OPT & Cess on OPT and not taken credit of
cess on IPT paid.

The short levy occurred due to the technical
problems in the KVATIS and the dealér had paid
the amm.mt pomted out a8 short levy in the audxt

)

Recovery of
overpayment pmnl:ed
out by audit
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Recovery of under
(c) jessessment, short levy -
or other dues

‘Modification in the HE
(d). |schemes and -
-programimes including -
financi 'ng pam

1{8) - | Review of similar’
cases/complete
scheme/projectin the
light of findings of -
{ sample check by Audit
findings of aample
check by Audit
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Action taken Notes on Ol AG's Reports
1{a) | Department COMMERCIAL TAXES
{b) Subj'eptl‘!‘itleofﬂmkwiew : Inegu.lar claim of i.nput tax
Paregraph credit. .
" | (e} | Paragraph No. . 2,1482 -
- {d)f Report No. and Year C& AG_report ended 31.3. 2011
M | (a) | Dabe of recnipt of the Draft 6.6.11
| Parm/Review in the Department |
[ M Date of Department’s Reply |6.1.12
in ) ) : : In the office of the Assistant
Giat of Paragraph/Review Comrissioner, Speciai Circle,
O : | Mattancherry, the Accountant
General {Audit) noticed that the
asaessing . ‘authority failed to
disallow the input tax credit
availed by an asscsste
M/a.Cochin Minerals & Rutiles
Ltd, during 08-09 which related
to purchase of building material
used for construction ‘purpose;
resulting in short remittance. of
i tax and interest of Re.12.10
v {a) | Does the Department agree '
-|. | with the facts and figures No
inchided in the ? . § -
_ [1f not, Pleasc indicate arean . [ The. asscasing authority hap
(b) | of disagreement and also physically verified the working
.| attach copics of relevant procesa of the plants. Due to
documents in support ﬂ:ﬂﬁeqmtmhtenlnoeo!ﬁn
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tax credit and the ohjection
raised by the Accountant
General isnot sustainabie.

)

Does th.e Department agree

with the Andit conclusions?

Tf not, please indicate
specific areas - of
disagreement with reasone

for disagreement and also

attach copies of relevant

documents where necessary
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Vi Remedial action tiken
| The asserming authority has physically verified the
Improvement in system | working process of the plants. Due to the fréquent
(8} | and procedures, maintenancg of the . plant machinery, the
including internal purchised items mentioned by. the Accountant
controls Ge:_leral in "the audit are Iused - purely fo;: r_he
' maintenance purpose and not for any building
construction. Hence they are eligible for input tax
credit and the objection raised by the Accouritant
General ie not sustainable.
(b) | Recovery of j
overpayment pointed
out by audit
Recovery of under
‘(c) |assessment, short levy -
or other dues .
Modification in the
{d) |schemes gnd -
programmes including
: financing pattern
(€} | Review of similar
cases/complete
scheme/project in the
‘Tight of findings of -
sample check by Audit
findings of sample
check by Audit
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dmautmhcopieaofrelevmt

documeria where necessary

Actio n Notes on ! s Re
{8) | Department = COMMERCIAL TAXES
{b) | Subject/Title of the Review | Irregular olaim of input tax
' Paragraph eredit.
{c} [ Paragraph No. 2.1483
{d) | Report No. and Year Ck AG repmtcndedSl 32011
{a) | Date of receipt of the Draft 6.6.11
. Para/Revicw in the Department
(5} | Date of Department’s Reply [ 31.12.11
’ In .Commercial Tex Office, Special
ist of Paragraph/Review Circle {Produce), Mattenchery, the
Gist o ph/ aseessing  authority failed - to
reverse the input tex credit of
R5.8.23 takh claimed by M/e.AVT
Natural Products, Aluva during
-| 2008-08, ‘being the tax paid on
purchase of goods like cleaning
powder, fire extinguisher, soap,
iron products ete. which were used
for purposes other than resale or
menufacture of taxable goods etc.
This resulted in short assesament
- . oftaxu'fh 8.2313kh‘
{a) | Does the Department agree
- | with the facts and figures Partiallysustamable
| inchuded in the ?
If not, Please indicate areas | Outof the 51 :temaporlntod out by |
{b) ofdisagreementandalso Accountant General, 26 items were | .
attach copies of relevant - eligible for taking IPT while ather
decuments in support | 28 items not’ eligibfe and -IPT
relnbedtotheueme.ﬁgibleltemswlll
comes to Rs.64,560/-and the
claim_h.nsa]:ea&brheen disailowed,
(a) | Does the Department agree - i
with the Audit conclusiona?
{b) | If not, please indicate specific
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VI Remedial action taken
[The result of the enquicy conducied by G :
I vement in systpm. | Authority at"the plant of the asaessee and verification of
o mgr:mce;:nf ) the itemna involved was as follows:- s .
fa) | and procedures, - 1. Rectified Spirit: The item purchased was ethanol
including internal ie. ethyl alcobol used as a solvent for the
’ extraction of the aclvent extraction of cercumin

controls.

from turmeric and in stiict senee this will become
a consumable. Before getting the extract the |
ppwaredmrm-ichaatobémimd_withethml,
si:wethq.tmsohlbleon}ymethmol. The
negative character of input tax in 11 S) (g} was
unﬁtmdupchhimeert(AmlOaf?OﬂS]with
eﬂ‘éctfmmﬂl)_‘m{ﬂs.andﬂmmﬁorewu.eﬁgih[e
for claiming input tax.

The assessee has

-pumhaaodtbeﬁlumhﬁimaheetfcirmmngthc

pipelines which carries the solvent, i e, including
the. hot and cold pipelines for maintaining the
heat and cold, Allthgsepipeswmpartofthﬂ'

. plantsmdcﬁ,gibleforh:put:téxmpcr&cﬁan
m -

.-m:-me’uidimwmpumlmedforﬂu

UPS maintained for the control of computera and
directly connected with the plant and eligible for
ingrit tax.

- [earipgs: These jtems are the apare part of the

machinery - and comes in the explanation to
section 11 (5) of the Act, . -

. m:gmmmsmuied&:rmmaﬁngthe

waate in the process of soivent extraction anid
that can be termed as tool to i and
coming in the _explanaﬁontoudion-ll{ﬂ of the
Act, : .

m;-"l‘hemblewrchmmfor

- Re.624266.00 and was for the connection in the

7.

cmholpan&lwiththephntmdthatmﬂ:eput
ofthep!antandﬂlesaidpumbmiamtthrough
one bill hence the -said item will wome under
mﬂm'zmanddidhdeforlm'atalumpm.

Coeot’- Thie cement purchase effected was not

317/2017.

thewdjnmyoemmtand_thatia';hemctmy
-cement, {i.e. high density cement) and used for
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Mhd”apmdmep;aﬁtmdeﬁdbhmm
”poriecﬁmQ[xJandeﬁa’bleﬁrﬂ’.Tata.
b . i

8. E% Quods: The e.\wuwnl'_ ! modul - for
Ra.#4 f- @ 4% snd 3&.1126483}- @ 12.5%

mpnmhuudkrthnmmvaﬁmofphntwtdnﬂ
ﬂxepnchnuabmmtin-lumpmmanddlthe
hills were below S lakhs ant on enguiry all the
decﬂii:goodnwepumhnedinmecﬁnnwith
plant and all dre the parta of the said plant. And
on verification of the piant and the said bills, no
electric goods which were used to fix an fixture in
ﬂ:qh;ﬂdiﬂsminduded‘mtheuidalectﬁc
goods, Hence the purchases were parts of plant
and cligible for input tax as per section 2 {8 in-a
Inmpeum. : . :
9. Elcctrodes™ Electrodes are used in the
mainteriance of plant and the said item Is a

were i

the plant, and eligihle for IPT aa per Section
II.W-thmmhmin

the mecurity of the plant and is a capital good

digihhﬁ:tmupargecﬁmaﬁ. .
12. Purnjture:- The .famiture purchased by the

plant end cligitle for IPT as per acction 2 {x). -
13.Gaacy;- Thia is & consumable used in the farnace
. itig'ﬂwnmmmﬁbbu.edinmcﬁoﬂwith
14.Qlaeware & Migor:- ‘The word mimor wes
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2 iz} of the Act. | : ' ’
23. : :- The asacoece has conceded |
_purchases of rubber product @ 12.5% for
Ra.12.77857 - and @ 4% for Re,359825/-." This
include ‘purchase of seals’ and bushes of
miichinery and gloves of rubber and leather used
_ in the plant and which were eljgible for input tax.
M.M—Themolspumaedm.pedﬁcmola
used in the plant and that wre eligible for IPT as
mmhﬁaﬁontoSecﬁm!l[S}nhhcAcL.'

tax ufs 6{1] of the KVAT Act, qndeﬁgﬂ:h;forinputw
nnparaecﬁun2{x_ﬂii}ufaecﬁaml!ﬂ]oﬁ_:hc!(varm
Out of the S1 items pointed out by the Acequntant

Recovery of

‘out by audit

overpayment poinﬁed '
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(¢} |assessment, short levy "

(d) | schemes and

{¢) | Review of similar
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1®

{a} | Department COMMERCIAL TAXES
(b} | Subject/Title of the Review | Irregular claim of input tax|
Paregraph credit,

() | Paragraph No. 2.14.8.4 .

{d) { Report No. and Year "C& AG report ended 31.3.2011.
i1 {a) Date of receipt of the Draft 17.5.11 '
| {6) | Date of Department’s Reply  [23.6.11
[i7] . ] mmm;c@gadmm%

: . Review Circle, Kannur the
Gist of Paragraph/ M/sMawn Coir Products
manufacturer availed ihput tax
credit on raw materixla used in
producton of schedule 1 goods.
The input tax’ credit availed was
nol asseased as reverns tax. This
) resulted in short levy of tax and
interest of Ra.3.00 lakh.
IV {8} | Does the Departinent agree
with the facts and figures Yes
inchuded in the paiagraph?
' If not, Please indicate arcas
(1] of disagreement and also
attech copies of relevant
docurhents in support
v {a} | Doen:the Dep et agree -
: ; the i aione?
If not, please indicute apecific
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Vi - Remedial action taken
: 'Inthilqnaeth:mtofﬂ:cumhadbq
i ﬁua!iudincomﬁraﬁn;theahur;leqnoﬁoedinmz
. ::MT SYSUm |  per ords r No.32120647424/08-00 dated 31.8.10
and procedures, the Asat. Commiesioner (KVAT), Special Circle, Kannu-
including internal The asscssec wam liahle to pay an amount
controls, - R8.2,54,132/- (tax) and Ra.45,744/- finterest} an
R.91,488/- (penaityj, Consequent to the faiture on th
part of the assessce in remitting the amount in time
before the Inepg.Asst.Commissioner, Kasnur. Thi
Resessee - remitted anm  mmount of Rs.3,18,545/
including tax, intarest end collection charges. The
asecssce  preferred  appeal - befort  the Deputy
Comminsioner (Appeals), Kozhiknde and the Deputy
Commissioner ls) directed to delete the
of Rn.01,488/-. The collection of the balance amount in
being waitched. : ) .
{b) - | Recovery of overpayment
pointed out by audit
Recovery of under
ie) asseasment, short levy or -
other dues
4 Modification in the schemos
(d) | end progrwnmes including -
financing pettern .
7] Review of shniler
cases/complete
scheme/project in the light
of findings of sampils check -
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Action taken Notes on C& AG’s Reports

{a) 1 Department COMMERCIAL TAXES
(t)-| Bubject/Title of the Review Irregular exemption
Paragraph i
c] | Paragreph No. 12.14.9.1{g}
d) | Report Na. and Year Ca& AC report ended 31.2.2011
A {ay Dmofremptofthennft 52.11 ] .
Para/Review in the Depariment | )
{b).{ Date of Department’s Reply | 10.3.11 L
Jii] . ) M/a. Oceanus Dewellings :E;thf
d Puragraph/Review an assespcc ont the
Gist of : /R Commercial Tax Officer (W),
Palakkad in works
vontract of building flats -did not
assess tax on whole contract
amount of 12,02 crore while
paying tax under section 8 for the
2007-08. The asscasce
deducted 531 crore fom the
whole contract amount stating
that the amount represented value’
of land. ' This was not correct an
the assesséc was liable to pay tax
on the whole contract amount.
The assesming suthority failed to
detect the mistake and revise the
pasedsment under section 25(1).
This resulted in short levy of tax
. : -and interest of 24.87 lakh.
v ] Does the Department agree with :
the facts and figures inclhuded in Y
thee AP -]
If nnt, Please indicate arcas of
(b} dhagmammtandllwamﬂ:
'S4 | copies of relzvant documents in
v (a) Does the Department agree with -
the Audit conclusions? S
(b} [U Dot please indicate wpecific
[ | arens  of dissgreement  with
reascna for disagreement and alea
attach  coples of xelevant -

documents where DecEslary
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Vi ' Remedial action taken
. ' In lu:ord-.m:: with the md_it.‘l::e anssssment was
L’:d"“’“m““m”-mm Order No. 32437360916/07-08 © dated  25.06.10
o} procedures, | demuanding tax 31,25,622/~ and interest 5,31,406/-
 inchuding internat This -amount has been advised for collection wnder RR
controls, M'Amiwédbythe_mgr,ﬂle'ummm
: appeal bafore the Doputy Commissicner [Appelss),
m-mu»wmwmm@m
of Kerala with & WP(C) No.. 27497/10(). The Honble
High court of Kerala bas disposed of the Writ. Petition
vide judgment dated 03.09.2010 with the following
1., The appeliate authority ' ie. Deputy Commissioner
(Appeal), Ernakulam to coneider the appeal Mled
- month from the date of receipt gfymdmen t,
2. Tt orders are panped the - Deputy
Commissioner (Appeals), recovery of amount
shall be kept in abeyance. :
. © .And the case is pending before ty
b} Revovery of overpayment : )
pointed out by audit :
' ‘Recovery of under -
. (c, : assesament, shost Jevy or -
| Modification in the schemen
(d) and programmes including -
: cing pattern
5 ﬁmudz;%
| sebmie project i the tight
of fndings of sample check - i
- .| by Audit fndinga of sample
check by Audit -

317/2017.
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TR Dopertmeat | COMMERGIAL TAXES

o7 | SibjoctTitls o the Review | Irregular sxemption

o) [Pase No. —TE149.10

"(d] [ Repart No, and Year _c&mmpmmdadsxamn

~[(m| Dets ol rocelpt of the Drafl | 17.5.11
.1 ParafReviow in the Department

AT

{b] mawm 36511
| | Gist of Paragraph/Review . | & LT) Kettayar, during scrutiny of
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(o)

Improwmentmlynem

piocedures,
inch fing i i

W/a” South Tl Poundtion I o asseses o T T
ﬁwﬂm_m- > &:LT), Kottaymm

TIN 32051613532 engaged in piling woeks, | bearing
The asecesce has opted.for emmmaal compousiing under
| woction Baff) of the Act and paid tax quarterty. )
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contract proved with agreement and schedules no short
 evy is cutaeed

Her |

1|

— :'(‘e]___
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(a} | Department COMMERCIAL TAXES —
(b Subject/Titlc of the Review Irregulm_'pﬁon
' | (c) | Paragraph No. . {2.14.9.1b}2)
-] [d) | Réport No. and Year _ Cés AQ -report ended 31.3.2017 |
E {8) | Date of receipt of the Dralt | 6.6.11
{t) | Date of Departient’s Reply - | 9.8.11 ,
m N in Commercial Tax Officer (WC &
’ I Paragraph/Review LT}, Eottayam, during scrutiny of
@d . _h! records it waa noticed that a works
) contractar, Sony Mathew, Palathra
who obpted 1o pay fax at
compoundsd rate of three per cent
claimed exemption on & turnover
-of Rs. 1.02 crore during 2008-09
The irregular ] rasulted
in short levy of tax and interest of
: Ra. 3.54 lakh.
W .[aj. DneltheDeptrhnent
© |- [ with the facts and figures Ne
ded in_ ? -
If not, Pleans indicate arcanof | The tax is deducted for the whoie
(&) disagreement and aiso attach | contract amount. The copisa of
capies of relevant documents in | 20F issued by the PWD and the
: support . [ webedule is prodnced to prove that
’ material supphed by the PWD. So
V ' |{a} | Doew the Department agree - j
with the Audit co P .
) [ ¥ nol, pleanc indicate specific
. {ereas of disagreement with
- j reasons for disagreemernt and
also attach copies of relevant
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Remedhl action taken

| mprovement in system

and procedures,
including internal
controls.

Bri. Sony Mathew Palathra, ‘l‘l-zuruthyPO
Changanacherry is an asséssec on the rolls of the
Commerciat Tax Officer (WC &% LT), Kottayam with

-1 TIN 32051647912 engaged in contract works with |
1 PWD and idea callular ete. :

The. assesace had opted annual compoundjng and

on the material supplied by the awarder PWD Road
Division. The schidule of 3alea Tax Certificate
issucd by PWD was verified. FWD has deducted
tlx!mmthewholeoonu‘a.ctamount The contract

‘gmount . inchides provision for Department

materials, Sales Tax, Incom* Tax and Welfare |
Pund. PWD issued final bill for Ra. 4,29,30,597
and deducted tax @ 3.03%. The contract amount |
from PWD is Rs. 4,25,90,597/- and- that from
private awarders is Rs. 3,41,57,961/-. The
material supply from PWD ia Rs. 1,01,50,010. The
final bill amount includes the amount for material
gupplied from the Department, and tax is deducted
for this material supply elso. Thus tax is deducted
for the whole coniract amount. The copies of 20F
issusd by the FWD and the schedule is produced to
prove that the tax is deducted for the "wlhole
contract amount including the material suppl.md by
the PWD. Bothemunoshortlevy :

chve:y of _

out by audit

)

'Rmou:yofuhder.

assesament, short levy
or other dues
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Modification in the
schemes and

| programmes including .

financing pattern

(]

| Review of similar

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

" | 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 Irrepular exemption
Paragraph )
{¢) | Paragraph No. 2.14.9.2
{d} | Report No. and Year Cé& AG report ended 31.3.2011
| {a) | Date of receipt of the Draft 18.6.11
Para/Review in the Department | -
{b) | Date of Department’s Reply 12.8.11
it in Commercial Tax Oifice,
Gist of Paragraph/Review Chathannoor, M/s Kingston
Automotives, a Khadi and
Village Industries unit sold
tipper bodies of Mahindra and
Tata for Rs.1.14 crore during
2007-08. The assessee paid tax
at four per cent up to
September 2007 and paid no
tax since October 2007.
However, Mahindra and Tata
bodies built by the unit would
not .come under products of
black smithy. Failure to' assess
tax at the correct rate qf 12.3%
resulted in short levy of tax and
interest of Ra.13.83 lakh. '
v (a] | Does the Department agrec
with the facts and figures Yos
included in the paragraph? ]
H not, Please indicate areas of
(b) | disagreement and also attach
copies of relevant docurmnents 1n
support
v {a} | Does the Department agree -
with the Audit conclusions?
(b) [ not, please indicate specific

areas of disagre¢ment with
reasons for disagrecment and
also attach copies of relevant
documents where necessary
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Vi Remodial action taken
; : ﬁmmhammmdunerofbodiu*
; : of Bichor Tipper/S.X. Tata Tipper, Bodies of Mahindrs
.| tmprovemeat in syatem | 5 SEher Trper/S K. Tt end the certified Accounts in
&l | and procedures, | Form 13 and 134, the total saléa turnover was shown
including internal ans Re.1,13,86,007/., :
controls. The assessec had paid tax @ 4% only far the

saleatummruptogfzm'andpaidmmﬁurthe
mahzhgmonthsofthe'yurmwosanddaimed
mﬁoﬂmﬁngmattheunitmreoosnimdbythz
M&Wﬂmhdus&ieaﬂoardmamswﬁly’
Unit. ‘

But under jtemn .55 of the first ascheduls, “21'
products notified by Khedi & Village Industries
Commission, et the point of aale by manufucturing
ummbymex«mmavm.plndmm
Mmmm.mmm_ammm
above unit comes under the Products of Blagk Smithy",
But the manufachiring of Eicher Tipper Bodies,
Mahindn&'l‘ataﬂodieamldnotmunderﬂw
purview of Products of Black Smithy' and cannot be
Mﬁuaxhatuhoductdidﬁefmmpﬁmﬁmm
the eatire aalea turnover of ‘Tipper Lomy bodies -are
taxable at 12:5%, vide item No. 67(6), of SRO 82/06 all
pamdmowrvhiﬁdu,BodiuofMoMWhldesatc.

As the assesses paid tex R8.222.764/- up to
9/2007 (4% on Re.55,83,282) the differential tax
leviableﬂorthemonﬂuﬁmn#/meD?mrhoutm
Re.4,74,579/-.

(5583282 x 8.5%) = Rs. 474579/-
Tax leviable for the remaining turnover

. (Rs. 5803625 x 12.5%) . = Rs. 725453/. .
Total Tax leviable = Rs. 1200032 /-

Interest under Sec. 31{5) 16% = Ra. 192005,--

‘Ihinbeingpodnwiout.'beokxnfmuntofﬂm
-asscgsing authority. Best judgrent /e 25(1) of the Act
was completed asaessing the entire tumover at 12.5%
tax rate vide the order da 24/2/2010 of Commercial
Tex . Officer, Chathannoor . tax  of
Ra.13,94,658/- and interest of R8.2,76,007 /. Aggrieved
by the said oi the asacssee went in before the

317/2017.
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_§ Village ' Industry

Depiiy Commissione: (Appeals), Kollam. The contention

_dmmmmwmunithmpﬁmd

by the Kersls Khadi & Village Industrics Board is
eligible for tax ion as Black.

Smithy Unit under Entry 55 (12} of the 1= Schedule to
KYATA:LThewg_metofﬂmw‘mm‘
and hence the waa not allowed. Against

this Appollate Order (VATA No. 394/10, dtd: 2079 /2010

'nfDeputyComnbdoner(A]-ll,Kolhm},them.

greferred 20 appeal before the Hon'ble KVAT Tribunal,

W‘P(C}No.aom,(zowbeﬁuretheﬂm’bEWOmu-td
Mlhdwnfwnecﬂmddmmd.mﬂon'ble
Secuﬂtyh‘rthgdinpumdux,ﬂchrdHNo.assnom
TAm!tOﬁladbythem'eawe.‘lhBMhn
fumiaheéuwﬂtyhmdihv‘mﬂo.ﬁ'tor

.1 Ra.15,50,510/-.

LN

{c)

i

2}
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arees of disagreement .with
regsons for disagreement and |
alao attach copies of relevant

ion taken Notes o AR,
(8] | Department COMMERCIAL TAXES
1] Subjectf’l‘itle of the Review ['Irregular exemption
Paragraph :
(c) Paragratho 2,14.9.3 '
{d) | Report Na. and Year | C& AG report ended 31.3. 20]1
If . | (&} [ Date of receipt of the Draft 28.2.11
1 . Para/Review in the Dopartment | .
A (b) [ Date of Department’s Reply | 9.5.11 .
m M/a.Micro Plastics a dealer on
Gist of Paragraph/Review the rolls of Commercial . Tax
: Officer, 1% Circle, Tripunithura
who is engaged in the
manufacture of plastic moulded | |
.| components conceded receipts
on works contract of Rs. 39.60
lakhs and Rs. 38.44 lakha
during 2005-06 and 06-07 as
| towards labour charges even
though goods were used od the
above works. ‘The asscssing|.
authority did not detect this
which resulted in short levy of
: tex of Rs. 7.32 lakhs.
v (8) | Does the Department agree
with the facts and figures Yes
included in the ?
. | I not, Please indicate areas of
() disagreement and also attach
_ | copies of relevant documents in
]
v {a) | Does the t agree -
with the Audit conclusions?
(b) [.If mot, please indicate specific

documents where ncccesary




316

VI Remedial action taken
. mmhghtdmmt.ummttoros-%mdos-m
fa) a_.ndpr'ooet.i'l.lms. “amsessoc had filed appeal and the Deputy
| induding internal Comm.ismer ) an per order No KVATA 283/ 10
.controls. - 8 282/10 dtd. 18,12.10 had disposed the appeals filed
by M/e.Micro Plastics for the years 05-06 and 06-07
und ordered to modify the asscssments for these two
yeurn, ‘Aggrieved by thin order the asseasee Bled second
appeal before KVAT Appellate Tribunel. The Appellate |-
Tritunal as per ordér No.TA(VATINoa. 797 /11 & 798/11
did. 20.9.11 of KVAT Appellate Tribunal has granted
interim stay for the collection of balance amount. The
azaenaes had remitted Rs. 187,334/ - vide chalan No.359
dtd 26.11.10 townrda balance tax due for 05-06 and
Rs.1,66,932/- vide chalan No.360 did. 26.11.10 for the
year 06-07 at the first appellate stage. As per the
direction of the Appellate Tribunal the assesse has
ﬁllﬂledﬂlemmdkimbymmishmasmﬂtyfdrthc
disputed amount, -
1my Recovery of overpaymerit
paintsd out by eudit
Recovery of under
€} wmt,sboﬂl:vyor -
" | other dues
Modification in the schemes
() mdmmm_ullncmdinl -
financing pattern
5] Review of similsr
" | casesfcomplete
acheme/project in the light
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Action gkgn Notea on CH AG¥s Reports

[ (a} [ Department

COMMERCIAL TAXES

(b} | Subject/Title of the Review
 Paragraph

Short / “Non asscssment of CST .

{c} | Paragraph No.

(2.14.10.1 .

| {d) { Report No, and Year

Cé& AG report ended 31.3.2011

(8] | Date of receipt of the Draft
. | Para/Reviow in the Department

6.6.11

{b) | Date of Department's chly

27.3.12

Gist of ngraph/ﬂevim;

-] and the asscasing authority did

Commercial Tax Officer {WC],
Emakulam accepted the
application for cancellation of
CST  registration - filed by
M/3.N.J K.Builders in "June
2005. The said asscsses opted
for compounding and assessed
contract receipt of R8.6.67 crore
for the year 05-06 to tax at 2%
plus purchase tax As the
cancellation of C8T regiatration
takes effect only from the end of
the year, the asscasee was
liable to - 4% tax for the entire |
year {05-06). Further, the

assessec had not paid the tax
axscssed and edmitted in full

not injtiate action w coliect the
balance tax.

Hence, interest,. under section
31(3) read with Rule 31{6} of
KVAT Act and Rules, of Ra.6.10
lakh is leviable. Total short
remittance works out to
Rs.19.65 lakh.

[ Doenthe_Departmenugreé
with the facts and figuren

Yes

included in the paragraph?
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b | &

If not, Please indicate areas of -
disagreemant and also attach
oo;ﬂeoofrelevantdocumonmm

(a)

Doee the Depﬁfm
with the Audit ooncluuons?

{b}

- | repsona for disagreement and

If not, please indicate specific |
areas of disagresment with

plao attack copics of rekevant

documents where necessary |




319

VI Remedial action taken
_ ‘Based on the Audit objection the final assessment in
Improvement in system | Teapect of M/s.N.J K Builders for the year 05-06 waa
@ | and pre mm .completed by the Asst.Commizssioner (WC), Ermakulam
proced ' as per order deted 5.4.10 creating additional demand of
including internal - Rn.26,69,867/-. Subssquently.the assesees filed appeal |-
controls. - beldre the Deputy Commisaioner (Appesls); Emnakulam. |.
’lheDeputyCommmuonm‘{Appeahjuperbrder
No.KVATA 2713/10 did 31.10.11 has remanded the
mtiorﬁuahduspoealmthdumtowme
total turnover adopted in the assessment order,
Accordingly the revised assessment is compieted on
27.3.12. The - tax and interest balance s
Rs.18,21,980/- and the amount is pending collection.
 (b) Ramvafyofovupnymer_n
pointed out by audit
. Recovery of under
{c} | assessment, short levy or .-
other dues -
Modification in the .
[(:]] acbmamdprogmmme? -
including inancing
. | pattern -
{¢) | Review of slmilar
’ cases/complete
scheme/project in the
light of findings of sample -
check by Audit Endings of
sample check by Audit
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Action taken Notes on C& AG's Reports

it

_'documents where necessary

areas of disegresment with
reasons for disagrecment and
also attach copies of relevant

(a} [ Departinent COMMERCIAL TAXES
{b) | Subject/Title of the Review | Short / Non Asscssment of CST
Paragraph .
| ) No. - 12.14,10.2 "
. d) | Report No. and Year C& AG report ended 31.3.2011
T a} | Date of recsipt of the Draft 6.6.11 .
; - | Para/Review in the Department
— 1{0) | Date of Department's Reply | 31.12.11
Im . ) . |in the Asst. Commissioner,
Qist of Paragraph/Review Mattancherry the Accountant |
. . General, has noticed . that a
dealer M/s.Kemco Ltd, Athani
‘| assessed tax on interstate sales
turnover of power tiller for
Rs8.13.37 crore pertaining to
April and May 2008 at the rate
of 2% instead of correct rate of
3%. 'This resulted in short levy
of tax and interest of Rs.15.51
- lakh, -
IV . |{a) | Doea the Depaotment agree )
. . with the facts and fgures Yes
included in the paragraph? .
If not, Please indicate areas of
(b disagreement and also attach
*7 1 dopiea of relevant documents in
support
v {g} | Does the Department agree —
with the Audit conclusions?
{b) | If mot, please indicats apecific
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V1. ' Rémedial action taken
F - M/s.Kamco Lid. Athand being a public Boied X
Improvement in system | engaged in the menufacturing and sale of Agricuiturat
@) and procedures mw.mmmmghmmdfarmg_
: R ' W&msh&dhunmﬁedmmmdmbyme
: including internal Gov *ntl. The mssessee was allowed concesstona]
controls. rate on interstate sale @ 2% from 1.891. But on
: iotroduction of VaT-neaﬂkrnoﬁﬁcaﬁonnm-e
rescinded and ‘though the asssenee had applied for
concesaional » it has not been yet sanctioned by the
t. Thus as pointed out i the audit, the
applicable rat¢ is 3% on interstate saleg under the
thieewuia_n:edlqnmthetm;duemdinmplyme
"] A8seasee had requested time gl 15.1.12. As-per the
letter No.C1-51212/09/CT dated 18.4.12 of Joint
Comminasioner-I, it is directed that no coercive
) swmnm:hconaemphﬁngwmduce ‘rate able
: nnder C8T Act for interstate sale of powr txllenm
{b} Rmmyofmt - :
| pointed out by audit
Recovery of under
ic ,' asscaament, short levy or .
other duss
‘| Modification in the schemes —.
() mdmgmmmulncludmg -
financing pattern “
fe) Review of eimik I
chsen/complote
echeme/praject in the Hght
. of findings of sample check -
by&tdltﬂndmpufumple

3172017,




Action taken Notes on Ciy AG’s Reports
. e
[a) | Departmerit COMMERCIAL TAXES
b} | Bubject/Title of the Review | Shart/ Non asseesment of CST
{c) | Paragragh No. - 2.14,10.3 L
{d) | Report No. and Year Cts AQ report ended 31.3.2011
(a) | Date of recelpt of the Draft 1 21.3.11 '
ParajReview in the Depactment
{6) | Date of Departinent’s Reply - ] 25.6.11
Tn-Asst. Commissioner tAssmt), |
Gist of Paragraph/Review Special Circle, Alleppey, during
-meperiodofauditintheﬁleét_
| Atuminifum Industries, Mannar
for the year 2007-08,
Accountant Genseral pointed out
that the tax on interstate sales
turnover -of electrical goods for
Rs. 4,72,78,508/- not covered
by ‘C' Form for the year 2007- .
08 was assessed to tax @ 10%
instead of @ 12.5%. ‘This
: .| remuited in short levy of tax and
: : _ interest of Rs. 14.89 lakhs.
{a} | Dees the Department agree :
- | with the facts and fgures - Yea _
included in the P
If not, Please indicate arcas of
oy | & t and also attach
copies of relevant documents in
su : :
{a} [ Does the Department agree -
with the Audit conclusions?
{b} | I not, please indicate specific
greas of disagreemient with
reasons for disagreement and
also attach copies of relevant
where nicocasary
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v R.emedhl;etlonum .
: ' o Baaed on the audit ohiecﬁon the asuunmﬂrt in.
7 | Tmprovement in system | revised by | the turnover not covered by ¢’
{a) | and procedures; formn for Rs, 7,38,17,444 /- at' 12.5%, as per revised
' Mdudmglntaemal order dated 7.3.2011, out of this the tumover of
Ra. 4,72,78,308/- was .uireeﬂya.smsedupu
controls. order dated-25.3.2010 @ 10%. . The differential rate
of 2.5% on Rs. 4'?278508{- ifichaded “in” the |
turnover assessed on 7.3.2011. Deinand notice
heuedamdmglymdﬂuamount:sadmedfor
b} Remyofﬁmmmt .
L ‘ﬁewvu'yolunder T
{c) [ assessment, short levy ar -
I~ {Modification in the
{d) -| eclwmes end programmes |- ~
{ mchading & X :
{e) .| Revisw of simdlar
. ceisca/complete
light of findings of aamiple -
check by Audit findings of
sampleched:byAudit
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Action taken Notes on C& AG’s Reports

COMMERCIAL TAXES

) Depait-ment
57 [ Subject/ Titis of the Review Short / Non asscesment of GST
. . Paregraph
Ticl [Paragraph No. _ 2.14,10.4
{d) | Report No. and Year C& AC report ended 31.3.2011
| fa) | Date of receipt of the Draft . | 20.4.11 ' '
| . Para/Review in the Department .
{b) | Date of Department’s Reply | 25.6.11
I oo - While finalizing the assengment for
Giet of Para H the year or-08 rel.ath:g tn
s grapl"lmeew M/s.Aluminium Industries Ltd.,
' the aasessing suathority,. Asst,
Alappuzha, did not assces tax on
sales turnover of electrical goods
for Ra,2.09 crores. The sales were
effected o Railway and turmover
was covered by dedlaration in
Form D. Aa the concesasional rete
of tax on the basis of declaration
in form D was withdrawn with
effect from 1,407 the ascessee
wag liable to pay tax @ 4%
applicable to Railways This
resulted in short levy of tax and
. ) B interest of Rs.10.52 lakhs.
| ta} | Doca the Department agree '
- wlththet‘amandﬂm Yes
ided in the
. Ifnel.Pluaeiadieﬂemd
.| copies of retevant docuraents fn
fay ﬁ:al_kp&rtmmtmeewith - N
| the Audit conclusions?
(b) | If., not, pisane indicate
wena  of  dissgreement  with
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Remedial action taken

(a)

Improvement in system
and procedures, -
including internal
controls.

Bmdonthemditobjec&mﬂ:essqementm
revised under Sub Rule 82 of Rule 6 of CST. Riiles,
1957. Accordingly the.turnover covered by D Forms
have been assessed to tax @ 12.5% with intcreat and
the preceedings along with demand notjoe issued to the
dm.mcduesmadvisedforllgunuekeommy.

b

Recovery of overpayment
puinted out by andit

{c)

Reoovary of under

assessment, ahort kevy or
other dues

(d)

Modification in the

achemes snd programmes |-

including financing
pattern

{e}

Review of similar
cases/complete
acherne/priject in the
light of findings of sample
chec by Audit findings of

samiple check by Andit
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| also attach copies of relevant

- Aetlon tal otes o ’s Tts
{&) { Department COMMERCIAL TAXES
{b) | Subject/Title of the Review | Short / Non assessment of CST
Paragraph '
{c] | Paragraph No. 2.14.10.5
{d) | Report No. and Year C& AG report ended 31. 3 201 1
{a) | Date of receipt of the Draft 21.3.11
Para/Review in the Department
[ {b) | Date of Department’s Reply 25.6.1!
M/s.Aluminium Indubsiries,
i Pa ragra Revi Mannar is an assessee on the rolls.
Gist of ph/ W of Anst.Commissioner (Assmtl),
Special Circle, Alappuzha bel.rmg
TIN-32040269864C desling in
menufacture and distribution of
i electrical goods. " The interstate
seles tomover of electrical goods of
Rs. 19847059 /- covered by ©C’ form
declurations was not. assensed @ |
3%. _This resulted in short lavy of
. tax and interest of Ra.7.50 lakhs.
{#) | Doea the Department agree ' .
- | with the facts end fgurea Yes
included in the paragraph? -
| If not, Please indicate arcas of
(b) disagreement and also attach
copies of relevant documenta in
support
{a) | Does the Department agree -
with the Audit concluaions?
(b} | 1If not, please indicate apetific

documents where necessary
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Remedial action taken

Improvement in system
and procedures,
including internal

- controla.

Based on the audit objection the assessment ia].
revised by assessing the tumover covered by '
form Ra.19847059/- @ 3%. Demand notice was
communicated to the assessee and the dues are
advised for Revenue Recovery.

)

Reogvery of overpayment

pointed out by audit

)

assessment, short levy or
other duea

(d)

Modification in the

achemies and programmes |

pattern

(e)

Review of similar
casen/complete
scheme fproject in the

| light of findings-of sample

check by Audit findinge of
sample check by Audit
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Ac n Notes on Cl AG's Re
T ) | Department ] OGBMMERCIAL TAXES
(b} | Subject/Title of the Review [ Incorrect computation of
- Paregraph -interest.
<} | Paragraph No. 2.14.10,6° |
.- | {d) | Report No. and Year Cl AG report ended 31.3.2011
| (8) | Date of recsipt of the Draft 1 6.6.11
Para/Review in the Departinent
(b) | Date of Departraent’s Reply | 12.1.12
. In the office of the mut
i Paragraph/Review Special  Circle,
: Gist of ph/ : Mattancherry  the Anoountan%
' Qeneral has noticed thal while
CHT ssssasnent for the
year 95-96--of M/s.Hindustan
Lever Ltd, the assesamg sutharity
tevied interest on belated payment
+4 of tax due at the rate of 1% inatead
of correct rate of 23% for the
| pericd ‘from November 1999 to
December 2000, resulting in short
lovy of interest of Re.5.49 lakh.
(a) Doesthebepn.runmtagme
with the facta and figures Yoo
included in the. Y
| ¥ not, Pleane indicate areas of
(b} disagrerment and also attach
copies of relevant documenis in
i suppott
{a) [ Does the Department sgres -
: -with‘thea\udit.mé?
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IERTRTT

G AG repm-tcnded 31.3 2011

T 124311

] .- [.h]' Da.tc of Depavtment's Reply

[

- '. 'GcﬂofPamgraph/Rcwew
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aaea§3§E§;

5
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3
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)
o
|
a
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© | alsa. attnuhcaﬂudmlevnnt
| ao .
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Romdh.l lﬂm ta.hn

lai :

ldealerﬁurﬂS—OﬁunderKVthctmm

of the]
lﬂened

! Bmd on tha tudit ot;;ecuon. asaessmm’t

and ' demand as  per

mazmoazaoss;os-oa A4t.20:2.10 dcmnndmg et

‘ol R8.12,54,595/- and statutory interest u/s 31(5). -
of Re.4,26,5521- andRRChualmbeenumd

o agﬁumttheﬁrmﬁd.éRRCNoltS{lo -11 dt.l‘?SlO
fect .

ACR!
schemef project -inthc
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1-{s) } Departinent :CBHMERCIALTAJ@
7] 15) | Bubjecty Title of the Review -rmmctcmy l'orward pf mput:
T __{{c).| Paregraph Na. 21411(b; 1
{7~ 1{d) { Report No. and Year .. 1.Cls AG mpott;:ndndﬁlna 2011,
{IT [ia) | Date of reccipt of the Drafl | [ 24.3111 -
e mekeviewinthenepmm; C
= (B} 'Dﬂeﬂfhepdrtmeut‘lﬂepl}’ "297,11 : -
oo "'GutofParagmpthevizw ' Whllemdmngtlwoﬂieeofthe

Asst. Commuuona; . Special,

the Accountant

_Malappum

General - has noticed that the
| total’ input tax credif of an
| asseasee M/8. Ruby Foam for

- | 2005-06 ‘cliuded Rs: 8.46/-

.lakhbdngmeaamrryfom:ﬂ
| of - credits - from - Z000-01 * and

2001-02. The incorrect carry. .

_-.ihrwnrdofemditapinstoutput'

usemmtdeA‘l‘md inwmat .
of R, 543; l@,kh. -
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) thmd.itMnaohamph

ehackbyAudit

VI Remedh!acﬁonhm
B ] i lntheli;htofmdltaelfaammtu{t 21d€hﬂKVA‘I‘
- | imaproveinent in mystem_ Amwrﬁemmdamtmplmdu;a 25 oni
® mgmed‘“m | 27.02,10 awundes - . :
‘including internal _ Tmblehimovudemmnwd Rs. 337.73.537
controls. - - ' |Taxdueatd% - “Rs. 1851141 . |
: . Mmﬁ 18236 os'}'m.gamu-, o
- Leosd.ilﬂlowed R5857}97} L i
: Lm&pemmhm © ' Ra. 595003
LessPaid - ) Rs. . 261054
,mmjmmmmcsr Ra. 361327
) nssmt. 05:06 . : ' '
. -Hmeethenhmbvypoimedmt,mmndesoodmdm
- n . ) ammntmmgg,goou:cﬁon
; poinﬁsd out'by audit - C '
fie) aueument.lbwtlﬂyur -
1. | otber dues .~ -
] Hud!ﬁmﬂmhtheuchm
| memﬂm .
“TTe) [ Review of siliar _
| anesfcemplete .
nchsms}madinthelight 1
of findings of sample check - _ .
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. ﬁm&pods S |

121412

" TCBAG report eaded 31.3.2011 ]
- o - . O 2-'5.2"11 - r -_ o ; “.

CIECCIEERS

‘| garments  assessed - taxabie

Ezizggﬁ}'
Bg-pople)
l:

urtiover of Re.73621/- and
Rs.83461/- and 'non  taxable
tarnover of fabrics for Rs.1,06

28
?i e
Eg%«’%?;
eis

Eé
'
i
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Ramd,inlacthn hhen

. _Impmvmentinsy;tcm
: _'andpmeedums
:'nontrols.' .

.-omm- Chitturhuumdthe

mmﬁ;dmm

hml
taxable  irnever of R, )09 i

_ﬁdnm
|1857..and ‘Rs.73621/-

.mmemw-ndmmaa%u»mmss,ﬁu-
T e by dlaitdiig sae o

goods as fibrits;
Inthaﬁghtdmditobmmmmmnddﬁ&-;-
n[aRS(lldKVA‘l‘Actasperm‘dw

. ovm'mmentpomted
- mrtbyamlit

e

mosmmt,ahml:vy "
1 of other does 4.

e

' Hoaiﬁcatmnmﬁie
: wbﬂnesmd- . '
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- -__couumcm"mxms* "‘—"‘ _

.Londtmtbdclayinaonechon
ofcheques ;

21413

~[CaAG- repmtend.ed31 34011

S B2
' i
E
E

66.11

0812

5 (Bn'naaenfbepmesﬁaply"

-_'mtheofﬁe'eofmecommma:'
| Tax - Officer, . - Manjeri  the

Awuuntantamemlmﬂwd

* | that M/s.Xerala Automobiles, a| .
-dealer in vehicles paid tax by
'.-bankatxomyam during the
-1 year 05-08, . Delay of 18 to 95
| days occuryed in crediting the

amovnts .t Government |

: aoeotmt.'l‘lmreeuizec;mbuof'-__

imie:eutofﬂn.ﬂﬁﬁhkh.

Yas

317/2017.
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: B includmg uim'nal

S R R C .mmwmw&uwm,_ “The
R o K ko of R$.12,90,468/- wus. agivised for Reyeou
. - ' ; . .mﬁosmnodum.aog Th

- | Commissioner, umjedﬁr"‘ lle-nwhileﬂm
sanessec bas- filsd WP{cNo21 172;9009{111 against th
hnpouﬁm:oﬁnmmnﬁn; Fe:12.8 40,460/ - and &1

o Liper ordest: Nowmzllmlm ded 5.11.09 “th
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ey R ]

2 14.14 1

=K

~TcaAG mpmt?nded&lazoll |
(ECTRTOA -

E .',ﬁ-a?u

."EI" -

: .Wl»BtMniﬂ Rubbar (P} Led,
complted:

incorrectly
'aaleattnnomofna.ms‘?um
- | Ra.83.50 Iakh during the.period |
© . {availed an, excess ‘input tax|
. |credit ‘of Ra}.25 lakh, This

'renulbdinshortlﬂyofmof R
|Rest8tain _

4% tax on |
as R8.76.57 lnkh instead of as
06-07. . Bedides, theauuue

'_anlb'mmimhle

nmiu “report farnished in
colmnnVI(a] S .




_pmcedm, inchuding;

O

Mwmdmﬁmﬂmm&mmﬂ

©rimp waste amounting to Rs. 20,87,46,949/-.

-'ﬂmwbdemﬂsdbulammﬁ mndwwu
 below. :

17 413,36 ﬁ_ .00,381. |

13.12.4?(?
43,963
75 56,814"

meahmhvypomhdoutmmdxtamtheule
ofeentﬂhydllux. ’
. Sale.ofoenuﬂ.t'edm Rs. 17,45,36,10300
) Rn 69.9344400

|latex -
=

. 3&11.150
| . 1699006
_| 20, 746'?49-‘

Taxnt4%

Balance ._Rl 693.06300

Qummmtmhedto 13&13.\Iurthe
mapﬁmmmmmm

15,74 83,1447
11.73.26,511/-

5 117,48,36,103]-
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mmmmwo%rmn
Rs. 1,73,26,511/ during the year, but

sales
failed to ahow.the Form No, ﬁnbsaaeumptedmu

. mthennnua.lmn_tmﬂled.

mmm&mmmtm‘

-’_compleaeddmnllumngﬂwmll’ravﬂedbyﬂw

esecsece  vide - order did 10.1.12 of the Aset|
Cmmmspedﬂmmﬁnyamuuﬂngm

@

-._pmmndmtbymd:t

. (c}

ment. uhmlevyor -

: (e]'
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ahart Tewy imewmm =

e

?214142

B

C& AG mpqnendedalazou

.18411

h§

23611 —

TM/a Ba.nk ofﬂmmnnuan .
.ummpammthemua

1 Circle i,  Ernakulam.” - The
: objectionraiudinalxdjt,xsthat

. {the . autharity

Securltyceu at 0.1% on the
'.tudR&ﬁWm The short

) levy ‘worked out to msga_"




| et 2 0 e

| and procedures, -__-g,sg,oa,san;-mme&ctofnse
inchuding fnternal - o “31.7.09.  ‘While sopipleting: the ' assbeen

:g

- a»qkymw ar-‘

hample chock by Audit - - e
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. Stmrtlevyduetomwrmt.
-| compoundifig,

12.13.15.1(8)

CR AG mportendedalamll .
S ETXNY . -

T68.11

. restitted
tax of Ra. Q.Slllukh

.5.snrmeyeum-osmg150p«
]| cent of the tax for 2606-07. The

'wum:oma 7.30 lakh.

"--mmoﬁmﬂﬂwm.
‘eqmﬂaaioner_mmt.;,s;:edﬁn:

3

T

Yes

e
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VI action taken
- R | The andit objection was reised on the best udgment
Improvement in aystem | order dtd: 6.1.2010 bascd on the. offence detected iny
I : mm._hmmmmmmr-wm
= mm‘"“' N revised a8 Re. 10,96,215/.. The ssnessce company has ¢
.| includirg internal fred an before thi D ieni
preferred appeal . Députy Commissicner
contiols; (Appealy),- Koshikede in which the appellate. authority
. modiﬁad&emﬂadtd.ﬁlltlmﬁnsmﬁef._!n
view of the appellate ing aithority
modified the: brder for 06-07 on 11.2.201} fxing a VAT
Liability of Ra. 7,30,465.00.- It is tue that the
compoundad tax ity for the year 08-09 in at 150%
of the tax of - D6-07. The loss . of Revenue
_whbdmtby'ﬂsa&uditwiukhuedm-.dnmdt.
| 6.1.2010. mwm.mmmm
2008-09 wan Dpen; and revieed as per order did,
] 16.2.2011 based on the modifisd order far the Yoar
2006-07 dtd. 11.2.2011, Sbt.he_lnmnllouofﬁwmue
for the year 0B-09 - including - cess i only Res.
{1,76,231.00 which wes adjusted from the ecxcesa
| payment for the year 06-07. Hence there is no loss of |
[13] Recovery of averpayment : :
’ pointed out by audit
_Hauumyaquder
[ie} |asséemment, short levy or --
-M tion in the - )
{d) adlmunndpmgrume. -
inchuding financ:
(¢) {Rewiew of similar
: casca/complete
scheme/project in-the
light of findings of -
check by Audit fimdings of
sample check by Audit

317/2017.
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AG's
_ .
1] Spﬁqﬁ[ﬁ%dfthew Short levy due to - incorrect
.| Paragraph - |compounding. . - ]
"H e} | Paragraph No. 2.14.15.1(b} - ]
: fd} | Report No. and Year C& AG report ended 31.3.2011 |
I {a) | Date of receipt of the Dt - 1 24.3.11
Para/Hoview in the Departwent |
- (b} Dats of Department’s Reply 16.5.11 _
)i Gist of Paragraph/Review While auditing the office of the
Special Circle, Kannur, the
Accountant General has noticed
that M/s. Kunhikennan
Jewellery, a dealer in jewellery
was - permitted W PAY
compounded tax of Rs.. 1.52
inatead of Rs. 1.58 crore
: . : . .:-
compounded tax resulted -in
S short levy of tax of Rs. 6.09
“1{a) Doeathenepcmmtugee
with the facts and figures Yes
i in the ph?
Tf not, Please indicate areaa of
® and also attach
- eopiud-:dmtdncummuh:
v {a) Duoes the Department agree -
: E@g@%
) [T not, plesse tndicat
. arcas of disagreemsent with
reancts for dissgresment and
also atiach copics of relevant
docnments where DOCESSATY




347

e

v Remedial action taken : .
— To thls Gaae, the Rancaacoont in Tospect of 058 deslor for”
; the year 2008-09 had been revised incorporating the
. | [mprovement in system | 4° noticed in audit enquiry, as per order No.
(@) | andprocedures, | 43136154102/08.09 dasen: 20-09-2010 of the Awst.
including intermal Commisaioner(KVAT),Specie?  Circle, Xanour. The
controls. ] Asscance was linble o pay e balence amount of Ra,
6,08,738/-{tax) and  Ra.1,03,485/-(Interest).
'Cmnqummtbefaﬂlmm-the-pmtpfﬂuwin'
Inspecting Asst. Commissibner, Comimercial - Taxes,
Kennur, The assessee remitted the amount of Rs
7,12,223/- (Tex + Interest) as per chalan NO: 173 dated
25-01-2011 and Ra. 85,470/~ (Balance of interest +
Calloction: charge) as per chilan' No. 176 dated: 25-01-
2011 before the Inspecting Asaistant Commixsioner,
Commercial Taxes, Kannur. At present the entire dues
_ : ‘have been cleared, -
{b) [ Recovery of overpayment | D
1 7| pointed out by sudit
| i) {assessment, short levy or A=
othrer dues
‘Modification in the
{d) . | schemes and progranmaes -
: inchnding fnancing -
| putte '
{8} | Review of similar
i cases/complete .
 soheme/ project iu the
light of findings of semyile -
smuple check by Audit
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No Lt
{a} | Department 1 COMMERCIAL TAXES
Mm). :S_ubjectf'l’iﬂ.eot.ﬂwkuvicw l9hort levy due to incorrect
{c) | Paragraph No. 2.14.15.2 '
d) [ Report No. and Year "[C&AG report ended 31.3.2011
[} | Date of receipt of the Draft 121.3.11 ’
{b) | Date of Department’s Reply |6.7.11
1 Gist of Paragraph/Review In Commercial Tax Officer {WC},
Thiruvananthaproam M/s.
General Electrical Corporation
engaged in  electrical worke
during 07-08 opted to pay tax
at the compounded rete of 4%
| instéad of asacsalng tax u/s
6(1). This resulted in short levy
| of tax to the tune of Ra.5.52
{a) | Does the Department agroe -
with the facts and figures Yes
included in the aph? :
1 | i not, Pleane indicate arcas of
copies of relevant documents in
o
{a) | Does the Department 4 -
‘with the Audit comciusions?
b) | If nat; please indicate specific
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Remedial action ta.hm

(a)

Improvement in syste'ml
and procedures,

Rs.5,79,218/-} and the amount is

. of ﬂm il ('-‘wpcra%em Karamana b
respect. of General Elactrical 4 : for,
of Tax R8.4,49.007/- and inferest 1&,1’,30.212/.-' {Total’

pending collection

To

€}

{d)

NCH
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{a} | Dopartment COMMERCIAL TAXES
(b} | Subject/Title of the Review Turnover escaping assessment.
T [ Pardgraph No. 3.14.18.2
d) | Report No, and Year C& AG repottended3132011
w Damolrecuiptohhebraﬁ 6.6.11
Parn/Review in the Department |
[ {b)-] Date.of Department’s Reply 31'.12.1'1 '
Gist of Paragraph/Review In the office of the Asst
' Comminsioner, Special Circle,
Mattancherry at Aluva the
Accountant General has noticed
that . while finalizing the
] assessments of a  dealer
1 M/s.Toya Tyre end Treads Pt
Ltd. far the years from 00-01 to
)| 02-03, the assessing authority
5 fajled to asscss tax on sales
| tumover of DEPB for Rs.41.29
lakh resulting in short levy of
tax, AST and intereat of Ra.8.27
{a) | Doea the Department :
with the fucts and figures Yes
included in the ? .
If not, Please indicate areas of
) j t and also attach
caopies of relevant documents i
suppart
{a) Douﬂwnepumtlgree -
. with the Audit conclusions?
{b). | ¥ oot, please indicate specific




VI Remedial action taken
I zm_objwﬁmrﬁudbyﬂ:eAcc:nlnﬂti(lmﬂih
P " 3 sustainable and the sales turnover of DEPB ‘is assemped
- zgmvcmcnu:‘n:aystem aapmntedmtinmdizmdthedemmdedmmnm
proced * | aale was remitied under Scheme -
_ Mud.mgmtmual Year |Tax | - Chalan No, &
“controls. ___|date
{6061 197/20.10.
01-07 200/20.10.11
02-03 /20.10.
| [o3-D4 £20.10.
04-05 236/20.10.11
(b} . | Recovery of overpayment -
| pointed out by audit -
Recovery of under
[c) |assesament, short levy or
: other duea
- Modification in the
.| {d) | echemes and programmes
' including financing -~ - -
_ pattern
e} -| Review of similar
. canses complete
schemie/project in the
Light of findings of sample
check by Audit indings of
samuple check by Audit




Action taken Notes on Cb AG's Reports
.| {a) | Department - ] COMMERCIAL TAXES
{b) | Subject/Title of the Review | Incorrect compounding.
{c) | Paragraph No. 2.14.20
id) | Report No. and Year | Cls AG - meﬂded3132°”
{a) | Dnts of receipt of the Draft 6.6.11
Pars/Review in the Department .
() | Date of Department’s Reply | 30.8.11
~{ Gist of Paregraph/Review - |[In Commercial Tax ~Office, |.
Becannd Circle, Mattanchsrry,
Hotel Amruth, Thoppumpedy, a
barattanhedhowlinmmnpa.l
wpomﬂonarea.wuusmed
d tax during
o 2006-07 and 2007-08 on the
| pasie of 140 per cent .of
| purchase value’ of liquor, even
+ though 115 per cent of tax
ﬂpaidfpayableformepreeeeding
| years were higher,
‘determination of ed
taxresultedmshortlevyofl!s
| 19.39 lakh.
* | (a) [ Doea the
|77 | with the facts and figares Yes
: inclgded in the paragraph? s
1 | fmot, Pleane indicate areas of ]
"(bj dieagreement and alno attech |
fa) | Does the Departmeint agree -
*M%
H not, indicate wpocific
tisagreement




(@)’

| In this case the assessing suthority had ismed notios

| vnder aection 19(1) to the dealer for the years 2006.07

317/2017.
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Action ta ﬁen Notes on Cls AG's Reports

(&) | Department COMMERCIAL TAXES
(b} | Subject/Title of the Review | Incorrect grant of exemption.
Paragraph
{¢] | Paragraph No. . 2.14. 22
(d} | Report No. and Year C& AG report ended 31.3.2011
i {a) | Datc of receipt of the Drak 6.6.11
Para/Raview in the Department .
(b) | Date of Department’s Reply | 3.9.11 -
i Gist of Paragraph/Review In the office of the Asst.
. 'Commiseioney, Special. Circle,
. Mattancherry at Aluva it ia
noticed that the sasseseing
authority: has failed to assess
Additional Sales Tax from July
"2003 in respect of M/a. Exon |
| Mobile Lubricants (P) Ltd.,.
- though the same . was
mentioned in .the assessment
| order dated 28.10.10.° This
resuited in short levy of Ra.
. 12.99/- lakh.
{a} | Does the Department agree )
with the facts and fignres 1ves
included in the paragraph? .
) If not, Please indicate areas of
(bj | disagreement and also attach
. .} copies of relevant documents in
support
v {a) | Does the Department agree -
with the Audit conclupions?
{b) | If net, plem indicate specific
ereas of disagreement with
reasona for disagrecment and
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Remedial action taken

(=)

Improvement in system
and procedures,
including internal
controls.

The asscsament of the dealer has been revised on
6.06.11 by rectifying the defect pointed out by the
Accounttant General. Additional Sales Tax (AST) of
Ra. 28,28,394]- has been demanded. The amount
is under RR at Haryana State.

Recovery of overpayment

painted ouy by sudit

Recovery of under .

(@)

@

mes{cnmplnte .
scheme/project in the

| tight of findinge of sample

check by Audit findings of
sample check by Audit
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Tiotes on C& AG's R

_ fon
') | Department COMMERCIAL TAXES
{(b) { Subject/Title of the Review | Application of Incorrect rate of |
Paragraph tax. -
c) | Paragmph No. 2.14,23.1 )
{d} | Report No, and Year Cé& AG report ended 31.3.2011
I 7| (a) | Date of receipt of the Drakt 6.6.11 '
) Parg/Review.in the Department | .
' | {b} | Date of Départment’s Reply }20.7.11 :
o | Gist of Paragraph/Review In Commiercial Tax Officer, First | .
' Circle, * Mattancherry, while |.
finalising the assessment of a
dealer M/s. Calcutta Tarpaulin
Ca., Kochi for the years 2003-
- 04 and 2004-05, the assessing
authority  assesiied  sales;
.| turnover of HDPE Sheets used
for covering autorikshaws, Jjeeps
etc. at four per cent treating it
as packing materials against
the correct rate of 12 per eent,
Application of incotrect rate. of
’ tax resulted in short levy of tax
and intercst of Rs, 12.13 lakh.
{a} [ Does the Department agree.
with the facts and : Yes
inchuded id the ?
| * | I not, Mepse indicate areas of
it and also attach
& | domgroment and o tack
LV {a} | Does the Department agree -
- with the Audit conclusiona? |
Il not, please mdicate specific R
t aress of disagreement with
reasone for disagreement and
aloc attach copiea of rebovan

dw_ ta where necesgiry -




358

Remedial action taken

&)

Improvement in system
and procedures,
inchuding internal
controls.

In the hght of eudit the assessment for the years
03-04 and 04-05. has been revised by the Fast
Track assessment team If,” Commercial Taxcs,
Mattancherry as per order No.24111662/03-04
and 04-05 dated 15.10.10 by assessing the|
escaped turnover at the correct rate of 12%. :

The revised order has been scrved o the RSSCESLE.
Reveniie Recovery proceedings has also’ been
initiated againat the assessce {0 realize , the
amount. The assessce moved the Hon'ble High
szttofKeralahndasperOrde’rm
WE{C)N0.33495/10 dated 25.1.2011, the Hon'ble
Court has stayed the recovery proceadings for 2'
Further as per order dated 17.2.2011 the High

)

Recovery of m'awmmt :

pointed ont by audit

| Court has ordered that interim stay will continue.

)

Recovery of under
ansessment, short levy or
other ducs

{d)

T Medification in the

schemes and programmesa
including financing

{e)

patterm

Feviow of madl
cases/complete
scheme/project-in the
thtoi‘ﬁndingiofaample

-| check by Aixdit Endings of

sample check by Audit
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Department

Tt COMMERCIAL TAXES

[Tb) | Subject/Title of the Review | Application of incorrect rate of
{c) | Paragraph No. . 2.14.232 _
{d) | Report No. and Year C& AG report epded 31.3.2011

il {a) | Pate of recsipt of the Draft 18.4.11

’ Para/Review in the Department-

i ) | Date of Department’s Reply . [ 22.7.11 -

m Gist of Paragraph/Review Tn Asst. Commasloner{Assmt],! -
Special Circlelll, Ernalkulam |
during scrutiny of record it was
noticed that the tumnover
assessed @ 4% in respect of

| M/fs. Cannon Technologies is |
inclusive of the Sales Turmover |
of  Nonstick Cookwart and)
Utenaila amount .to Rs.|
37,95,342/- and Rs.
36,33,420/ - respectively for the
3-04 and 2004-05.
The application of incorrect rate
of tax resulted in short levy of
tax Rs. 6,83,436/- and intercst
I . of Rs, 4,86,728/-
{8) [ Doca the Department ]
| with the facts and Sgures Yes
.| included in the P
. i not, indicate aréas of
(b} st and also mitach
.| copies of rlevant documents in
A% [(a} | Does the Department agree -

)
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W . Remedial action tnhen
. ; . -lnﬂlehwtofaud:tmeasummformcyeam
Improvement in gystem | 2003-04 and 2004-05 ‘were re-opened u/a. 17D (2)
{a) | and procedures, {d} of the Act in arder to rectify the short levy due to
-} inct internal application of incorTect rate of tax vide order dated
m"‘d”h‘s : 126.2.2011. In the revised ofder salés turnover of
cantre nonstick Cook ware and utensils Rs. 37,95,342/-
and Rs. 36,33,420/- for the year 03-04 & 04-05
respectively is assessed to tax. The balance §T and
AST due Rs. 3,49,171/- with interest Rs.
3,21,238/- up.to 2/2011 for the year 2003-04 and-
8T & AST of Rs, 10,256,691/ with iterest of Ra,
7,28,241 up to 2/2011 for the year 2004-05 were
.| advieed for Revenue. Recovery before District
Collector, Ernakulam and collection is awaited.
{b] | Recovery of overpayment -
poiited out by sudit©
_{ Recovery of under :
fc) - | aseesament, short levy or -
Modificafion in the
{d) |schemes and programmen -
including ﬁmmdng : :
) Mwoﬂ{mﬂnr
canes/commplets
.dxme/meamthe )
light of findings of sample -
-check by Audit findings of
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-Action taken

on-
{@) | Department, COMMERCIAL TAXES
(b} [ Subject/Title of the Review | Application of incorrect rate of | .
Paragraph tax. '
{c} | Paragraph No. 2.14.23.3
d) | Report No. and Year C& AG reportmded3132011
i B {a) | Date of receipt of the Draft -18.4.11
Para/Reviow in the Department
(b} | Datz of Departinent’s Reply | 3. 9 11
m -| Gist of Paragraph/Review . |In  the- Offies of Asusta.nt
. Commiesioner {(Assmt), Special |,
Circle Ifl, Ernakulam, during
- acrutiny of records in respect of
M/s.Canon Technologies for the
year 04-05: it was noticed that
turnover assepsed at the rate of
eight per cent, included sales,
turnover of ‘Canon Kinetiser
‘(Hot Plate)’ of Rs. 1.50 crore;
Application of incorrect rate of
tax resulted in ahort levy. of tax
Re.6.91 lakh and interest of
Rs.4.22 lakh ({total Rs.11.13
lakhj.
{a} | Does the Department agree
with the facts and figures - Yes
included in the ? i
_If not, Please indicate arean nf
(b) | disagreement and aso attach
copielofrelevant docummta n
support
v {a) | Does the Department agrae -
. -with the Audit mnclummu?
{b) | ¥ not, please indicate: specific

317/.2017.
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ﬁomec_lhl action taken

saxnple check by Audit

VI .
. In the light of audit the assessment for the year|-
Improvement in system 2004-05 was re-opened u/s 17D (2Md) of the Act
{@) | end procedures, and assessment completed applying the correct
including internal rate of tax vide order dated 26.02.2011.
controls. The balance ST and AST of Rs. 10,25,601 with
interest of Rs, 7,28,241 up to 2/2011 for the year
2004-05 was advised for Revenue Recovery before
District Collector, Ernalulam and awaiting for
collection. ' :
(5} | Recovery of overpayrment
. | pointed out by audit
Recovery of under
() assesament, short levy or -
other dues
Modification in the . ]
£hi 1] schemes and programmes -
micluding financing
i pattern
1ie) | Review of similar
cases/complete
scheme/ project in the
Light of firidings of sample -
check by Audit findings of | :
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areas . of with

disagreement
reasons for disagreement and
also attach copies of relevant

documerits where necessasy

jon taken N AG's
{a} | Department COMMERCIAL TAXES
(b} | Subject/Title of the Review | Application of incorrect rate of
| Parngraph tax.
c} | Paragraph No. 2.14.23.4
d} | Report No. and Year Ch AG report ended 31.3. 2011
{a) | Date of réceipt of the Draft 186.11
| Para/Review in the Department
(bj | Date of Departiment’s Reply |2.8.11 . )
Gist of Paragraph/Review. In CTO, 1= Circle, Kollam -while
. . completing the assessments of
a dealer, M/s. A to Z Footwear |
for the years 2003-04 and
2004-05 tax was asscssed at
the rate of eight per cent
instead of at 12 per cent on the
turnover of Rs: 21.18 lakh and
Rs. 2542 lakh re
This resulted in short levy of .
Ra. 3.67 ls.kh -
{a} } Does the Department agree .
“with the facts and figures Yes
inchided in the ? .
I not, Please indicate areas of
1 m) disagreement and also attach |
copies of relevant docu.mmta in
Aupport .
{a) { Does the Department agree -
with the Audit conclusions?
{b) | If not, please indicate specific
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Vi Remaedial uaction taken
_ o . TThe assesaments were re-opened as per order dtd:
Improverment in system | 29.6.2011, “ufs -17D{2)d by taking into ail the
“t(a) | and procedures, 8 as pointed.out in audit and the asscssment
. including internal {orders were served to the dealer through registered
cantrols post. - The demand created for the year 2003-04 in
centrola. | Rs. 534439/~ (ST Ra. 282772 + Int. Ra. 251667 /)
and for the year 2004-05 is Ra. 578724/~ (ST Rs.’
350742 + Int. R$,227982). - The entire amount has
(] | Recavery of overpayment - R
| Recovery of under
jc) |assessmeit, shortlevy or -
{c} odtmellndmmea -
: inchuding fiiamcing
{e] . | Review of ainiilar-
- ] cases/vomplete
schieme/project in the
tight of fndings of sample -
check by Audif findihgn of
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®)

Action taken Notes on Ch AG’s Reports
T{a) | Department COMMERCIAL TAXES -
{b} Subject/’l"iﬂe of the Review Short levy of turnomtax.
Faragraph _ . o
. ¢) | Paragraph No. 2.14.24
: d} | Report No. and Year 8 AG report ended 31.3.2031
n {a) | Date of receipt of the Draft - 18.6.11 .
S Para/Review in the Department } |
_| i) [ Date of Department’s Reply [ 25.7.11 .
[T " | Gist.of Paragraph/Review | Schutiny of records I the
Kotterakkara = revealed, while
completing the aesesamient of M/a.
Ganga Bar,Puthioor Kottarskiars,
Ta dealer of foreign kquor in a bar
hotdforthcyearZOOLOS ot the
best  judgement the
*'| assessing officer auassed tax of
. Rs. 1342 lakh. on escaped
tamover, Against  this tax
i c:editalﬁl. IlSOlakhbung
mmmmmm
- resulted in ahnrtlevy Rs. 11.30
~ |a) Mthaﬂepﬁrlmtlmmth
{7 | the facts and figures included in | oo
| the 7 ' .
H not, indicata areas of N
‘(bl disagresment and aleo attach
coples of refevant docaments in
V| (a) | Doee the Department agree with =
the Audit conclusions? :
If not, plesse indicste epegific
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Tn. the light of audit, asscasnent campleted /5 19 of
| Improvement in systern mlm“‘m‘l" )

(@ | and procedures, TOT Asscamnent '
_including internal ] _ '
controls. (%on Re, 21253170.00 Rs.. 2125317

Less excess 2 | _Rs. 1120463

‘Whiils re- dpening the assessment the defects of
non-deduction of exemyption for sccond sales proved and
wroaig Jevy ‘of AST asecesment were aleo rectified.
Heace short lovy actually amounts to Rs. 9.96 lakhs
only.-

Now the dempnd ia under RR. ‘The dealer has
.ﬂednppﬂllbufanthcﬂm'ble‘l‘nbunulandtheapped
is pending for diaposal. :

{h) | Recovery of overpayment

- _pointed out by audit
Racovery of under

(el asaeszment, short levy or —

Modification o the schemes

i and programmes inchiading -

S fnancing pattern

(0} - | Review of stmilar
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. Action taken Notes on O AG's Reports

(8) | Departrent | COMMERCIAL TAXES
{b) [ Subdect/Titie of the Review | Short levy of tax and interest
" | Paragraph due to non-appropriation of
. payment. :
fc} Paragmphﬂo 2.14.25
d Reportﬂmand‘fear C&'AG report ended 31 32011
{a) | Date of receipt of the Draft 5311
{b) [ Date of Department’s Reply - '87 11
* | Gist of Paragraph/Review . IntheAauatantCmnmmonqr
: Special Circle, Palakkid -while
finalising the asscssment
(August 2007) of a dealer M/s.
| Marico Industries, Kanjikode |.
Ior the year 02-03, it was
|incorrectly appropriated the
| amount: paid by the assessce
| towards tax due instéad of
) _ appmpnahng it first towarda
o . {interest. Thia resulted in short
- . levy of tax and intercst of Rs.
: . -9.34 lakh.
(&) { Does the Department agroe
withi the facts and figures Yes
in the 7 :
‘| H not, Please indicate arcan of
copies of relrvant documents in
| with the Audit »
(b) | K not, pleasne indicate specific
) sreas  of
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Rmodhlact&ontaken

| =

Improvement in ayatem
and procedures,
including internal -
controls.

hmeﬁﬁ:tdAudnolgemmthemgindml
has been revised na per order did, 24-03-2010 creating;
an additional demand of Rs. 14,51,372.00. Against thia
order, the nasessee fled san application for rectification

| of certain emisaions of payment of credit of tax occurred

in the order, which was. verified and rectified aa peér
uderNu. 31010844;&-03&4.26—05-2011““@

Tazduoupqugnalorder Ra. 12349301
Tax paid in due time Ra. 10562023 .

| Add exceas payment adjusted

&nmcel‘nmt,whmh

was paid to KGST ¢

credited to CST asaesamenit R, . 790299

: Total - R=.11352322
Balance Hahie to be paid Rs. 996979
Interest up to finalization of asamt. Rs. 707858

G:mnm‘edltmrdnhemetpaymmtfmm
Ra. 1142715 a3 per chalan No. 188 dtd. 28.07.07,

| to have given exedit . s 707855

Bnhnoetohmmbegtvmaednmmx .

{Re. 1142715 - Ra. 707855) - Ras. 434860
Tax due{Ra. 996979 - Ra. 434860) Ra. 562119
Interest w.ef. 8/07 to 5/11{43%] - ‘Ra. 241711
Axrrears to be paid _ ) Rs. BO3830 -

mmmaummoﬁ-oammsoa,aso

excess payment of Ra.9,66,515/- for the year 99-00
mwmmmmm Hence as per
- No.31010844/02-03 dated 22.10.11, the
balance tax of Re.5,62,119/- for the yesr 02-03 hes
been adjusted from the excess puyment Rs.9,66,515/-
for 99-00 and there is no liability to remit intevest. After |
thaad;ultrunt,theuumaﬂmmummapimt
thedﬂlerﬁ:rtheymm—oa -

.} Recovery of

cverpayment pointed

- out by sudit
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c) .

- | Recovery of under

assesament, short levy
or other ducs

Modification T the
schemes and
programmes including
financing pettern .

]

Review of similar
cases/complete

acheme /project in the ' 1

light of findings of
sample check by Audit
findings of sample

31772017

check by Audit



| COMMERCIAL TAXES

. | {&) | Department
{b) | Subject/Titie of the Review Application of incorrect rate of
Paragraph tax.
{c] | Paragraph No, 7.8
{d) | Report No. and Year Ck AG reportendedSl.SQOll
(a) | Date of receipt of the Draft -118.6.11
Para/Review in the Department
) Datedeepartxmnl_:'gReply 122212
Gist of Paragra; Review In the Cifice of the Commercial
ph/ Tax Officer, Luxury Tax,
i it was
luxury tax asscssment of a hotel
M/s.lagoona Davina - Retreats,
Pachalloor for the year 2006-07 .
charging rent exceeding Re, 500/-
per room, luxury tax on - the
turnover of Ra. 1,02 crore for the
period from July 2006 to March
2007 was nasessed to tax at 10 per
cent inatend of at the correct rate
of 15 per cent. Thia resulted in
short levy of Ra. 5.11 lakh. .
{(8) | Does the Department sgree .
- with the facts and figures Yin
inchuded in the P
If not, Please indicate areas of
(b} disagre¢ment and alsc attach
copies of relevant documsnts in
) Docs the Department agree --
. { with the Aundit 72
{b) | If niot, pleans indicate apecific
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Remedial actlon taken

Improvement in system |
and procedures,
including internal
controls.

‘The. agaeastnent in respect ofoa Lagoena Davina

Retreats, Pachalloor for the year 2006-07 was
revised ‘and proceedings were issued fixing a
taxable turmover of Rs. 1,36,35,000/- with a tax
demand of Ra. 15,96,196/- vide order No. LT
290/06-07 did. 17.01.12

i

Recovery of
| overpayment pointed

out by audit’

fe)

| assessment, short levy
| or other dues

Recovery of under

(@

Modification in the
aschemes and
Programimes mc!udmg
financing pattern

(e

‘| light of findings of sample

Review of nimilar -
cases/complete
scheme/praject in the

check by Audit findings of
sample check by Audit

ar2m.
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n o Ck A rts
(@) | Department COMMERGIAL TAXES ~
{67 | Subject/Title of the Review | Incorrect computation of tax.
ic) | Paragraph No. 7.9
{d)- } Report No. and Year C& AQ report ended 31.3.2011
T | (=) | Date of receipt of the Draft 17.5.11 .
Para/Review in the Department .
{b} | Date of Department’a Reply 11.10.11
m Qist of Paragraph/Review  |In Commm-dal 'l‘ax Office (L‘T'}.
Accountant General{A] noticed
that juxury tax of a hotel M/s.
Hotel Neptune, Kovalam on a
‘| nurnover of Ra. 28.03 lakh was
wrongly assessed  (October
12008) as Rs. 28,027 instead of
Rs. 2.80 lakh. This resulted in
. short levy of Ra. 2.52 lakhs.
| {a) | Does the Department agree il
: mththeﬁuct!andﬁgures Yes
| included in the
|- Hmt,mmmmof
i) .disagreement and alse attach. .
copies of relevant documents in
v {a) | Does the t agree =
. wlﬂ:ﬂ:e;\udntmchldmn‘? :
{b) [ If not, please indicate specific’
E areas of disagreernent with|
reasons for disagreement and |
also attach copies of relevant
documents where peceasary —
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‘Ramedial nctim tahn

{a}

The 4 asseaament in respect.of M/s. Hotel Neptune,
Kovalam for the year 2006-07 haa been modifled aa
- | Per-proceedings No. LT- 139/06-07 dated 12-08-11
after rectifying the errors crept in- the previous
order. Demandnoﬁoehasbeenmuadagamstthe .
fresh demand of Re. 2,80,270/- nnd:speudmg
collectionundch&

fe)

T@
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