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IN'l'liolluc floN

I, the Chairman, Committee on Public Accounts' having becn authoriscd by

t}le Committee io present this Report, on their behalf prescnt the 1llth Repon on

paragraphs relating f'axes Depanment contained in thc lleport oI the Comptroller

and Auditor General of India for the year ended 31 March' 2010 (Rcvenuc

Receipts).

The Report of the Comproller and Auditor Gcneral o[ lndia lor the ycar

ended 31 March, 2010 (Revenue l{eceipts) was laid on thc l'able of thc I lousc on

28th June, 2011.

The Committee considered and finalised this Ileport at thc mecting hcld on

15th February, 2016.

The Committee place on record th€ir aPPreciation of thc assistancc rcndcrcd

to th€m by the Accountant General in the examination of the Audit llcPort'

ThiruvananthaPuram,

18th February, 2016.

DR. 
,I: M. 'IlIOMAS ISAA(J,

Chairman,

Committee on Public Accounls
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,IhXI]S DIi:IAI{IMENT

ATJDI,L PAI{AGRAI It

TAX ON sAr.ris, IlrADE Erc.

'lbx administration

Depaftment of Commcrcial 'lhxes is under the contol of the Principal

Secrctary, 'fatxes at the Govemment level and collection of tax under tbe KGST'

xvfrT and CST Acts is governed by the Commissioner of Commercial 'lhxes

(aar). t,",r, and collection is administered at grass root level by Commercial Tax

Oflicen and Assistant Commissioners Movement of goods into the tefiitory of the

Slatc is rcgulated thrcugh check posts cstablished at the border' Audit wing of the

department conducts intemal audit oI KVAT rcturns and asscssmcnG undcr

the KGS'I:

'fYrnd of receiPts

Actual fcceipts lrom tax on sales' trade ctc during thc last five years

(2005r-06 to 2009-10) along with the budgct estimatcs cluring thc same period is

exhibited in thc following table and graph:
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We noticed thai the growth rate of tax on sales' trade etc declined during

2007-08 and 2009-10, compared to 2006-07 and 200t]-09'

395/2016.
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Asscssce profilr

I'he number of dcalers rcgistcrt:d as at thc cnd of 200f]-09 and 200!l_10 arc
shown bek)w:

!----j zooo-os ) rsszoz 
Ii --. - --i -:I 2oo9-10 i 1ss66s 
lL_._.___. _-.L ._- I

:l'he increasc in the number of dealers during 2009_10 was marginal.,lhe VAl.
collection frcm 50 top rlealers in the State was { 1ir66 crorc which is
21.50 per ccnt of the total collcction. Out of the total dcnlcrs, 2:JB1B dcalcrs
constitutilg 14.92 per cent werc paying tax at 0.5 per ccnt un(jcr thc catcgory ol
prcsumpuve tax l)ay(:rs.

'I he assossmont in r.espcct of livc major asscssces of K(;S l.arc pcnding hom
2004-05 onwalds and hcncc wc courd not audit thesc lirlrs anrr ersur.t' rht
corrcctness of the rcturns filcd. 'lhis implies that approximatcly 40 pcr ccnt ol
revenue genemtcd from commercial taxcs (KVAI' I KCS.I.) could not be auditcd
by us cvery year due to delay in completion of assessment.

Receipt of VAI' p€r assessce

'lhe receipt of VAL and sales tax pcr asscssec during 2009-10 was t 7.79 lakh
which was higher than the prcvious year,s rcccipr of { 7.15lakh by { 0.64lakh.

lAudir Paragraph 2.4 containcd in the Rcporr of rhr,(] & nc of lndia lor thc
ycaf ended 31 March,2010 (Revcnuc llcccipts).1

Notes rcccivcd lrom Governmcut on thc atrovc Aurlit l)aragraph is includod
as Appendix II.

When nodced that during 2009_10 the receipt of VAl. and salcs rax pcr
assessce was 0.64lakh more than that of thc previous year,s receipt, the Committoc
evaluated it as a positive trend and dirccted the depadmcnt to add the latcst
position o{ rcceipt per asscsseo in the repo)r.
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Affears in sales tax assessment

The department furnished the position of arrears undcr sales tax which is as

shown below:

(Number of cases)

LCurrcnt cases 1095

i Rcmandcd cases'-_
iClosing balancc

I)epanmcnt complcted 9332 assessments under the KGS'| We noliced that

there was practically no revenue collection due to completion of the above

assessments.

We recommend the Govemment to undertake a detailed revierv of tlese

completcd assessments.

Cost of collection

189

The gross collection of revenue receiPts under the head, tax on sales, trade etc 
'

cxpenditure incurred on collection and the percentage oI expenditure to gross

coilection during 2005-0ti to 2009-10 along with the all India avcrage Perccntage of

cxpenditurc ott collectiorl to gross collection lor relevant years are mentioned below:
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We noticed t}at the expcnditure on collectioo was highcr than the all India

average except in the year 2005-06.

We recommcnd the Government to examinc the reasons for such high costs

of collection and take corrtctive measures.

Analysis of collcction

'Ihx revenuL' collected on tax on sales, tradc erc. during last two years as

r(rcordcd in the books of thc Acrountant Gencral (A&tl) Kerala is givcn b('bw:

(llupees in crcre)

the above table indicates that during 2009-10 collcction of sales t:x
decreased by { 669.05 crore and V,{f'collection incrcased by { 2200.07 ore. lax
collection {rom the KGST was { 5212.92 crore as per the finance account prepared

by thc Accountant General (A&E). tlowev€r, our analysis of the details furnishcd
by assessillg authodties rcveal that fivc major dealcrs alonc had paid
{ 5249.61 crore during 2009-10. As pel the data collectcd fronr thc dcpartmcnr, the
collection of salcs tax and VAI during 2009-10 are { 6249.59 (.rorc aod

t 6950.60 crorc respectivr:ly which implies misclassificarion of receipts. We

.recommcnd immediatc .tction to rcconcilc the dil{ercnces. 'lhe cntire (:ollcction

under sales tax and under VAl rcpresents voluntary payments by dcalers.

IMPACI oF AuDl r'

llevcnue impact

l)uring thc last four ycars, we pointcd out non/shon lcvy,
underasscssmelVloss of rcvcluc, incorrect cxcmplion, application of incorlccl rato
of tax etc., wiLh rcvenuc implication oL \ 7M8.26 crore in S19S paragraphs.
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CX these, the dePartmenvcovcrnment accepted audit observations involving

{ 647.99 crore and had sincc rccovered { 15 46 crorc f'he details are shown in the

following table:
(lluPees in crore)

' Roporl I No. Amouot No. Am(,unt .' ..Nn l nl
' l-' --i "--t- 1--^'' I ,o I o

' No I Amount
v,,r.uinu,lit t'"ag"ph'' inttuAoa' t'o'ugtphs acccptt'cl 

-nt*n""cout'"0 
I' ' ounl lccovercd 
lxludcd_, l)aragraphs ac(cptt'cr /ltrl

nouol N(J. Am('unt ' Xo I nm9-un1

50.37 
r js8 6.29 r .48 ..: o4j 

I

t _ -t- '- L I

:los.t7 I l7s i :so.io I lo8 I 3T 
-

2005-06 I gsa

2006-07 ', 1004

2007-08

2008-09

Vol. I

24L.50

32.77

116.93
200u-09

Vol. Il
t448.26 1378 I 647.99

_'-.,1-'--.'_.'.-'
540

W" toria"a that the Governmcnt failed to rccovcr even the amounl it has

15.46
'fotal

accepted.

We recommend that the (;overnment may rcvamp thc recovery mcchanism to

{]nslllethatatleasttheamountinvolvedinaccePtedcasesarcplomptlyrccovered'

working of internal audit wing

The lntemal Audit wing (IAw) in the Commercial lhxcs dePartment was

constitulcdinMay2009'l'hewingisheadedbyal)eputyCommissioner'three
Assistant Commissioners and lour Comrnercial'lhx Officcrs fhe IAW commcnced

fun.rionlng lrom lst June, 2009 'fhe department has oot Preparcd a s€parate

inrcrnal audit nianual. IAW covercd eight out of 14 distlicts during Junc 2009 to

lcbruary 2010 and 262 audit po'ug'uph' weie raised by them However' as the

repc'ns were not finalised, we are unable to makc arly comment about the

effectiveness o{ their perfomance'
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Ilesults of audit

We test drcckcd thr rccods of 1(iil units rclating to K(;S'I'and VAI: Wc
detectcd underasscssment of tax and othcr ifiegularilics involviDg { ] 122.54 crorc
in 4451 cases whiclr lall under thc following-catcgorics:

itt:1_:ll"_h 9on":1f sll1 lrhx

9 :Crant ol incgular excrnpdon 74 $.20--1.,t-
: :10 r'l\movcr c5caping asscssmcnr i f f_fZ 8.24
i-- I --
] il lApplication ol incorrect rate of ta* 54 | l.Z8l-i-. . -. - -' 'i ' -

12 lNon/short levy of rnrcresr 22 I O.OOi --r --- l' 
l:J lorher lapses , t:t5 l.j..ilt-)I -l _ lil,il , 41s1 i i122..r4 

)

'.[hc department acceplcd undcrasscssm{]nt and othor clcliciencics ol
{ 281.51 crore in 642 cases, of which 251 cases involving { 276.55 crorc wcrc
pointed out in audit during thc ycar 2009-10 and th(, rest jn earlicr year.s. 1\n
amount of { 5.02 crore was realised ir S8g cascs during the ycar 2009-10.

'I
' Sl. (:,lleg(,rics .r-0. ol n moulrt i

No. : (il:ies (ltupocs in (roro)
-l

i A. Valrr Added Tax
l

1 r'ti,fn^t.^..,-,.r,,'lirrnover cscaping asses:imcnl 79I ' gZ.Sl

C;ro., uf ir*guiu. u*u,nnrtun ot;o il..i,
Application 01 incorcct ratc of tax 342 28.05-:..

| ..^-- ;

-G'"'t:l :il"*lll'' l5:l1rl! , - see I 10.3s l

lg.L"t!L:yt:r,:t:r::! -- I ;' I oor i

otherrapses i ;.;i-] iu.ot

Incorrect glant of conc€ssional rate of tax 87or conc€ssronal rate ol tax tt7 ,, 26.75
f-.i

innrrr irw.'^?lir :Grant of excess input tax crcdit

Lrner lapses i 1491 i 327.Os
'. - l , l. -.

Works contract I 13 517,00



A few illustrative audil observations iuvolving { 46:1.59 crofe arc montioned

irr rhc lolltrwing paragraphs:

Audit observations

We scrutinised assessnen( records of salcs tax-/valuc add(l tax (VAI) in

Commercial thxes department and found scvctal cascs oI non-obseryance of

provisions of the Acts/Rules, non/short levy of tax/Peoalty/interest, incorrect

determination/classification of tumover and olher cases as mentioned in lie
succeeding paragraphs in this chapter,'lhcsc cascs are illustative and are bascd on

a test check carried out in audit, Such omissions on the part of Assessing

Authodties (AA) are pointed out in audit each year, but not only the iregularities

pe$ist; these remain undetectcd till an audit is conductcd fhcre is need for tltc

(;ovcrnment to improve the internal control systcm including strcngthening of thc

intcrnal audit to cnsure that such omissions arc detected and rcctificd

l^udit Paragraphs 2.'l t\t 2.11 containcd thc l{cPort ol the (]omptrollcr and

Auditor General of India for thc year ended ll1 March, 2010 (tlevcnuc Receipts) l

Notes received lrom Govcrnment on the above Audil Paragraph is included

as Appendix Il.

2. l he Committce pointcd out thalt Government ol Ke'rala had imPosed enry

tax without the prior sanction of Govcrnmcnt of tnclia and that dccision was

challenged in the High Court and the Court cleclared it invalid 'fhe S.rcrctary,

'I'axcs I)epartmelt informec] the Committee that thc State Governmcnt had

suhmittcd an appeal againsl thc lligh court vcrdict, praying for a special

appeamnce and the case has been pending. thcn the Committee inquired whethcr

thc sho{fall in tax collcctiol had been assessed alter the abo]ition of enty tax, thc

witness, Secretary, lhxes l)(:panment replied in thc nc€ative. In this regard thc

Commillee evaluated that itbolition of entry tax caustd consldcrablc loss to thc

exchcquer especially in the construction field.

il. 'fhe Committee noticed the meagrc incrcasc in thc number of tax

asscssees during the year 2009-10 and enquircd the present status 'l'hcn thc

witness, Secretary'lhxcs Department apPriscd that dtcn: were 2:l lakh tax assesscs

of which 13000 were ennrled last year. Skenuous cfforts are being takcn to cxpand
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tax base under the amnesly schcme and also declaring a sPccial schcme to rcgistcr

morc personnel before:lOth September this year. Ihc (irlnmittcc dircct(rd the l'axcs

Department to lurnish a report in this rcgard

4. When noticed that during 2009-'1.0 the rcceipt of VAI and sales tar pct'

assessee was 0.64 lakh more than that of the previous year's rccciPt, thc (lonlrnittcc

evaluated it as a positive trend and dircctcd rhc dcpanmcnt to a&l the l test

position o{ reccipt per assessce in the rcpofl.

5. When &e Committec enquircd about tho aficars colltcttd altcr the

completion of KGS f assessment, the witness, Joint (lommissioncr (ASI) put forth

the statistics as { 35.56 crore in 2009-10, { 13.:iTcrore in 2010-11, { 121.16 crorc

i(r 2011-12, aDd { 27.14 crolc in 2012-13. IIe supplemented that the afiears for the

financial year 2013-14 was not rcadily available ancl about { 7.1}6 crorc had becn

collected up to Dcccmber 201-1. l'hen the Committce directed the lhxes

Dcpartment to submit a repon rogardirg this.

6, When enquired lhe rcrson for the increasc in cost ol collcdion du ng rhc

financial year 2007-0U, the Secrctary,'laxes l)epartmcnt submittcd thnt thc hikc in

adminisfiativc chargcs ancl expcnditurc incurrcrl tr:warcls computcrisation in the

department, ctc. reflcctcd in thc cost o1 collcction. 'fhc Committce acceptcd thc

cxplanation.

7. fhe Committee was suryriscd lo notc that the tax collcctcd from live

dealers alone was higher than the amount earmarked by the departmeot as total

sales tax during the year 2009-10 and sought explanation. 'l hen the witness, Joint

Commissioner (ASI) appriscd that the actual figurc was T 6118 crorc but thc

Accountant General noted it as { 5212 clore which mighr bc duc to

misclassification or duplication. IIe informcd that it was not x'concilul yct and

assured to fumish a clai{ication within one mo[th. 'I hc Commiltce was not

satisfied with the explanation and commented that the departmcnt should takc

misclassification of receipt as a serious issue. It lcminded tlrat it was caust'd by

lack of timely reconciliation of department figurc with that of trcasufy. I'hc

Committcc directed the'laxes D.,lpartmenl to lakc cllective mcasures to avoirl sut:h

discrcpancies in futurc and also to lurnish a rq)ort oI1 how thc (:(onciliation ol

difference in fi[urcs had been done.



I

B. when enquired about the mcasurcs taken to revamp the revcnuc rccovclJ

mechanism, the Secretary, 'I'axes l)cpartment informcd that the l)istrict
(lollcctors/Deputy Collectors wcre directed to rcconcile thc figures and a mceting

was scheduled to bc conducted on 20-5-2014 to rcview thc l{R procedures l-[e also

informed thc Committce that the Distdct Collcctors werc assigncd to rccover

{ 300 crore through rccovery proceedings, 'l'he l)cpartment of Commercial 'lhxcs

rccovercd nearly { 60 crore out of 120 crcre, but the percentage of llevenuc

llccovcfy was only 4.57o. thcn the Committce dirccted the lbxes Dcpartment to

takc immedia(e steps to recover the iax at least in acccpted cases and enquirod

about the recovery done so far, 'l'hc Sccrctary, l d-r'cs l)cpitrtmcnt rePlicd that

{ 15.46 crore harl trcen rcr:overcd, but the (lommitlee pointcd out that thc amount

recovered was meagre and it includes thc amount prior to 2005-06 also.

9. lb a qucry of t}le Committce rcgading ltlt (:ascs staycd by Courts, thc

Sccretary, lhxcs Depanment app scd that thc departmcnt has been reviewing such

cascs with the hclp of Advocate General giving priority to thc case involvc larger

amounts. So the cascs, which wclc found not collcctable, werc written ofl as pcr

thc decision of the Appellate Authority. II any District Collcctor finds that, in his

district, the de{aultcr does not possess any movable or irnmovable property, hc

should rcport it to other District Collectors for verification of the same in thcir
jurisdiclion. The case could bc rcported as inecoverable only after this due process.

Ile supplemerted that no case was disposcd of so far as irrecoverable. Then thc

Committceadecidcd to recommend that the thxcs Department should prepare a

rcalistic account of the arrea$ pending recovcry, after scrutinising thc cases in due

proccss at the earliest. lt also urged the'lhxcs Dcpa ment that the officials should

act more vigilantly to spe€d up the actions to lift the I liSh coufl stays. It cxpresscd

its anguish over the fact that thc numbcr of appcal stays is increasing ycar altcr

ycar. Ihc Committce directcd the lhxcs Departmont to furnish a rcport dctailirg

the cascs with duration of pendancy and the agency bc{ore which the casc is

pending. Thc Committee urged the dcpanmclt to take nccessary stcps to scttle thc

cases in a time bound manner

10. Ihe witness, Sccrctary, 'I'axes DcPa mont informcd that strcnuous eflofts

to realise the arrca$ were initiatcd cspecially in the cases involving larg,er amount

395/2016.
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llc conlinued th t rcvicw mectings wcrc being conductcd among l)istricr

Collcctors to monitor Rlt proccedings. l'hc l)cputy/n ssistant (.-ommission(lr ol

land review the cascs and aftcr thc lirst rcvicw mecting, collcctablc clcmands wcre

classificd as A, ll & C taking into accounl of the collectibilily, which is bcing

updatcd at rcgular inrcrvals. Ile added that a copy ol thc list prcparcd hacl btx'rt

lirrwalded to the ndvocatc Genual. Ib a qucry of rho (iomrnittcc, hc assurcd to

rcview lhc cascs stayed by Supremc Oourt also.

11. l'he (lommittcc cxprcsscd its displeasurc over the lcthargic altitude ol thc

(itmmcrcial I'axcs I)cparunent in revcnuc rccovcry procccdings. l'hcn thc

Sccrctary, 'lhxcs l)cpaflmcnt inlormcd that about 57o/o 01 lhe t rg0t could bo

achievcd during thc premding ycar. Out of thc dcmand, which had assigncti to

I)istrict (lollcclor only 50lo was collcctrd. 'l'hcn thc (lommilt(\r wantcd thc rlctails

of the cascs undcr court slay for thc current ycar and also lor thc prcviou5 ycarf.

'Ihcn thr witncss, Joint Oommissioncr (n Sl), (:onrmissioncralc ol (lummercial'

'laxes dcposcd that thc amount under court stay is not rcadily availablc. lb a qucry

of the Committee, the Sccretary'lhxcs Dcpartmcnt informcd that lor availing

dcpanmcntal stay 30% oI the assessment amount should bc paid by dcfaultcr.'t'he

Committee directcd thc'lllxes Departmcnt to take carncst eflorts to vacatc thc stay

granted by different authorities and recover (he amount due.

12. 'l'ha Commirhc directcd the'l'axcs Drpartm('nt to submit a rcport wilh

dcpartmcnt wise details of tax errrcar categoriz,ing thc amount which could bc

rccover or nol. 'Ihc (lommittcc obscrved that cvcn though thO mistakcs pointed out

by the n udit wcre er<ccpted by thc (iovcrnmcnt, it still rocur So tho Cor)nlitt(\:

dccidcd to recommend that dcp rtmcntal aclion should bc initiatcd .rgainst th(l

supervising otlicials who again comnrit mistakes ol sinilar natult'.

1:l. l'hc (lommittec was surprised to notc that during thc ycar 2009-10 only

{ 5.02 crorc was nralised in 5f}[] cases out o1 642 acceptcd cascs ilvolving
{ 276.1-rl-r crorc, 'fhc Committcc urged the l'irxcs l)epa ment t() furnish ycar-wisc

statcmcnt dctailing the arrear to bc collccted and thc ilrrcar collcctcd out of Ihc

cascs acccpted by dcpartmcnt.
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14. l'hc Committee opined that intcrnal audit wing in the'l'axcs l)cparrncnt

would funclion independcntly if it would be hcadcd by a scnkrr officer from thc

Officr of thc Accounlanr (;eneral. thc (lommittcc dccidcd to recommcnd that thc

intcrnal audit wing in the'I'axes Departmenr should bc strengthencd and stcps raken

in this rcgard should be intimated to the Committee.

C onclusion/Rccommendation

15. 'l'he Committee analyses that (;overnment would incur heavy loss

due to the abolition of cntry tax, since Kerala is being a consumer state. So it
rrcommends to check the feasibility of reintroducing cntry tax in Kerala after
complying all thc procedures for doing so.

16. 'l'he Committ€e dirccts thc'Ihxes l)epartment to furnish a detaited
report on the efforts taken to €nhance the tax collection incorporating the
details of latest position of rcceipt p€r assessee and also collection of arrcars
after completing KGSf assessmcnt.

17, 'I'he Committce was at a loss to notc that the amount recovered

lowards arraar is meagre and dirtcts to take neccssary steps to rccover tax
at least in accepted cases.

I8. l'he Committ€e demands the 'lhxes l)epartment to submit a report
with d€partment-wise details of tax arrear catcgorising whe rcr the amount rs

recoverablc or not, to it at the earliest.

19. 'lhe Committee urges the 'Ihxes Department to furnish yeaFwise
stat€ment detailing the arrear to be collected and the arrear collected out of
the cases accepted by the department.

20. 'l'hc Committee recommends that the internal audit wing in the
Department should b€ strengthened aDd steps taken in this regard should bc
intimated to the Committee.

21. 'I'he Committee observes that cven tlrough the mistakes pointed out
by the Audit regarding tax arrear were accept€d by the departmcnt, it still
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rrcur. 't'h€ Committee admonishes the 'lhxes l)cpartment for the lackadaisical

attitude in this regard and recommcnds that departmental action should be

initiated against supcrvising officials who commit similar mistakcs.

22. I'he Committee urges the'lhxes l)ePartment to lakc earnest effort to

vacate the stay granted by different authorities in a time bound manner and to

rrcov€r the amount due,

N UDTI PARA(;RAPII I

Non-observance of provisions of Acts/Rules

'I'he Kerala (leneral Sales lhx/Kerala Valuc Added 'l irx/(lcnral Sales I'irx

Acts and ltulcs madc thereundcr provide lor:

(i) levy of tax/intercsvpcDalty at thc prcscribcd ratc;

(ii) allowing exemption o{ turnover subject to fulfilmcnt of thc prescrib(d

conditions: and

(iii) allowancc o{ input tax credit as admissible.

Wc not-iced that the AAs while finalising, thc assessment did not obscrvc

somc o1 thc provisions which rcsultcd in non/short krvy/non-rcalisation

oI tax/intcrcsupe nalty of { 4tjlJ.59 crore as menlioncd in Lhe paragraphs '
2.12.1 to 2.12.20.

W0RKS CoN lRAcl

Short lery due to turnover cscaping assessment

(C'IO l;pecial Circle,'I'hiruvananthapuram; Itebruory 2010)

tlule 9 of the KUA:I llules provides that wh?re in u works conlracl, the

owarder supplies a portion of the goods involved in the execution ol the .
works controct and deducts lhe volue ol the moterial from the payment

made to the contractor, the Lurnover of the goods so supplied shall lorn
part of the total tumover of the awarder as well as the contraclor. r

An asscssee who is the awardcr of various work contmcls, supPii('d matcrials

to the conuactors for execution in thc works contract. l'hc value ol mal.crials so
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supplied was deductcd from the bill of thc conttactot tlowevct wc found that the

value of materials which was recovcred from the bill of the contractor amounting

to { 1,871.61 crore supplied by thc assesscc for t}le years 2005-06 to 2008-09 was

not subjectcd to tax by the assessec 'fhis dclcct was not detectcd by the assessing

authority which resulted in short lcvy of tax and interest o[ { 274'24 crore'

Wc pointcd out the matter to the depanmcnt and rcportcd to the Govcrnmcnt

in May 2010, We havc not rcceived any furthcr information (Dccember 2010)'

llowever, we noticed subsequently that thc asscssments wcrc rcvised in May 2010

creating an additional demand of { 284.5:J crorc

(CLOS Works Contracl larnolkulam and 'lhrissur,' Nov€mber 2U)g lo

January 2070)

Section 22 of the KVAI Acl provides that where the return submittetl by o

deoler is with incorrect particulars, lhe os'se'ssing oulhorily shall ' after

recording its recsons, reiecl the return wilh due notice lo lhe dealer 'Ihe Act

also stipulotes that if any dealer files incorrect return and fails to file a lresh

return, the ossessing outhoriry shall estimute lhe turnover of the return

periorl antl complete the assessment to the besL ol its iudgement

wc vcrilied thc anlual rcturn with thc annual accounts of ninc asscssces in

C l{)s Works Contract, tirnakulam and 'l'brissur and found that the asscssccs had

rcturncd considerably lesser turnover in thcir annual rcturn than that disclosed in

annual accounts. Furthet the asscssees did not limit the excmption claimed to thc

eligible Iirnits. Thesc defects wcrc not dctcctcd by thc assessing authodties which

rcsultcd in short levy of tax and intcrest o{ { 17.22 crore'

After we pointcd out l}lc dc{ccts, thc asscssing authority stated in onc case'

that the dillcrcncc in turnover was due to the land value 'l'hc rcPly is not

acccptable as the assessee had opted for compounding and hence tax is to bc paid

on thc wholc contract amount

We pointed out the mattcr to tic departmcnt and rq>ortetl to thc (;ovcrnmcnl

in May 2010. Wc havc not rcccived thcir rcplics (l)ccrmbcr 2010)'

'M/s Yasoram Builders, Ernakulam
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. (C'IO Works Controct limakulom; January 2010)

An asscssce cxccutcd works contracl v.llucd at \ 91.77 crore lor thc ycar

2006-07 bn turnkcy basis. Ilowevcr, thc assessec discloscd a turnovcr o[
{ 10.93 crore as labour elcment in the annual return and claimcd ('xcmDtion on that

turnover, resulting in undcrassessment of turnover ol { 80.t}4 crolc. l his mistakc

was not detcctcd by the asscssing authority which rcsultcd in shon lcvy of tax and

intcrcst of { 13.:14 crore.

We pointcd out thc mattcr to thc l)cpartment and thc (lovcrnmcnt in May

2010. Wc havc not rcccived thcir rcplies (l)eccmbcr 2010).

(C'IO Works Contact li'nakulam; November 2009)

'l'he proviso to KVAI RuIe 10 (2) (a) provides that when he turnover orrive(l
ot alier deductine the eligible deduction, lulls bebw the cosl ol goods

tronsferrecl in the execution of works contract, on omount equol to the cosl
ol goods translerred in the execution ol works controct with prclit, il any,

shall be the taxable turnover in respect ol such works controcL liurlher,
Section 6(1) (D o{ the KVA:I Ad prescribes that he liability to pay rax shall

be, in the case of transler of goods involved in the executktn ol works
contract, where the tansler is not in lhe lorm ol 11oor.ls, buL in some other

lorm at the rate of 12.1t per (:en!. Subsequently, it h(rs been provided in the

Act from April 2008 thot the tax payable in respe(\ ol tronsler ctl tleclored
goods not in the Iorm ol qoods bul in some oLher form shall be at the rate
prescribed under the respective schedules.

An assessec, cngaged in works contract, claimcd cxemplion undcr

Rule 10 (2) (a) of the KVA'I'l{ulcs liom the total turnovcr o[ contract rcce!)ts and

paid tax on the balance taxablc turnover for the years 2007-08 and 2008-09. Wc

found that the cost of goods transfctred in the cxecution of works conlrarl along

with thc prufit clemcnt is considcrably higher than thc tumovcr that rhc asscsse('

rcturncd. As such, thc assessce is liahlc Io pay (ax on thc cost ol goods translcrrcd
in thc works contract instead of on thc conccdcd taxablc turnovcr'. lhisocrccrwas
not dctcctod by thc asscssir)g authoritics which rcsultcd in short lovy 0l tax anci

iDterr:st of { 16.91 crorc.
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A{tcr we pointed out thc defect, thc asscssing authority statcd (Novcmbcr

2009) that the cost of goods transferred to works contract includcs goods purchased

intcrstate which had already suffered tax and hence is cligiblc for exemption.'lhe

rcply is not acccptablc as thc goods purchascd intcrstate is uscd in thc works

contract al a dillcrt'nt Statt' and hencc is exigibh to tax. 'l hc I Iigh (lourt of 'lhmil r"adu

had hcld* that the matcrials brought flom outsidc tho Slatc and uscd in thr

exccution of works contra( t within the Slate is exigiblr to tax in thc Statc. W0

found that the assessing authofity issucd nolicc to thc assosscc in I)cct mbcr 2009,

wc rcportcd the matter to thc l)epartmcnt a|ld to lhc Covcrnmcnt in May

2010. we have not reccivcd thoir replics (l)cccmbcr 2010).

[C'l'O MC&L'I'), Thrtssur; September 2009]

Ls per Section B(o) (ii) ol lhe KUAI Act, ony works conlrocbr having

CS'l registration, may opl to pqy tax aL lour per cent ol the whole con\act

amounL Rule 9(l) (c) of the KUAT rules lurther provides that the total

turnover of a deoler shall be the oggregote ol controd omount received or

receivable.

'I'he taxable turnover of a works contract dealcr paying compounded tax at

thc rate of four per cent for thc ycar 2006-07 was dctermined by audit assessmcnt

wing as { 10.49 crore evcn though thc asscsscc had a contract reccipt of

{ 1il.38 crorc as per the ccrtified accounts. 'Ihis resultcd in short lcvy of tax of

T 11.55 lakh.

we pointcd out the casc to thc departmcnt in Ocbl)cr 2009 and rcportcd to

the (;ovcrnment in April 20i0. we have not rcccivcd thcir rcplies (l)ecembcr 2010).

, ICIO (WCU,'ll, 'l'hrissvr: Seprember 2009)

An asscssce cngagcd in works contract conct'tit'd a tolal turnovcr ol

{ 2.23 crorc in thc annual retunr cvcn though ltc had n (ontract rcceipt ol

{ 4.55 crorc as pcr the ceflilicd P&1, Accourt for thc ycar 2007-0f]. I'his rcsulted

in cscapc of turnovcr of { 2.i12 croru and conscqucnt short lcvy of tax and intorcst

of { 10.7t} lakh.

* Jl)P Associates Vs lNls't and olhers 200+05 (10) fNcll-165 Mad as cited in $c All(Rlt) tor
'lamil Nadu for the ycar cnded 31sl March, 200ti (Para 2.10.1.5).
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Wc pointcd out this case to tho depanmcnt in October 2009 and rcportcd

to thc Govemment in April 2010. Wc have not reccivcd their nplics
(l)ccember 2010).

(C'IO Special Circle, 'I'hiruvananthopurom; January 2010)

'Ihe CC'I'hod instructed hot the ossessinlr authorities should r:rutss-check

Ihe detoils avoilable in the returns liled by the assessee b ensure tha! Lhere

ulas no evosion of tax by Lhe dealer,

, n n assessce who is cngaged in thc cxcculion of Japan tlank for intcrnationai

Co-opcration (Jlll(l) assisted Wat$ Supply Schcmc for Kcrala Watcr Authority
(KWA) optcd for compounding and paid rax on { 1S.3:l crorc for 2007-0{}. We

cross verificd the paymcnts madc to lhc assessce with thc rccords ol JIllC available

with KWA aod noticcd that the assesscr was paid T 17.12 crorc.'l'hc disuepancy

in turnover was not detccted by thc asscssing authorily which rcsulted in shon levy

of tax and intercst of t 8.60 lakh.

Wc pointcd out the mattcr to thc dcpa mcnt and rcported to thc Covernmcrl

in May 2010. We have not receivcd thcir rcplics (Dcccmtrr 2010).

[C'l'Q (Works Contract), Ihiruvananthapuram; Morch 20091

Wherc the retum submitted under sub-section (1) ol the Section 20 is nor in

the prescribed manne4 the assessing authority shsll reject the return os per
he KVA:I' AcL 'I'he Act slso stipulates thct il any dealer foils to submil a

fresh return, the assessing authority shall estimqte lhe turnover of lhe return

period und complete the assessment to the best of its judgment,

A dcalcr ass0sscd tax for th(' year 2006{7 on a conccdcd turnovcr. ol

{ 1.90 crorc as pcr thc annual rctum. llowuvcr, wc found ol scrutiny ol thc

asscssmcnt records that thc auditcd .tccounts o1' lhc irssessct' n,vt alctl a turnovcr o{

{ 2.11 crorc. 'l'his mistakc was nor dotcd(fd by rhc AA which f(,sult0(l in snort r(,vy

o[ tax and inl('rcst of { l}.lJti lakh.
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Wc l)oinled out thc casc to thc depa mont in March 2009 and rcportcd to lllc

(;ovrrnmonl in July 2009. I.hc Covcrnmtnt stalcd in January 2010 that thc

alisossment had bcen revisttl creatirg an additional dcmand ol { 2.42 Iakh towards

tax and { t}2,000 towards inttrcst. We have nol rtceiv('d furthcr in{ormation from

thc (;ovcrnmcnt (l)eccmber 2010).

IAudit Paragraphs 2.12 to 2.1'2.1 containcd the llcport oI the Comptroller and

Auditor General of India {or the ycar cndcd:}1 March, 2010 (llcvcnuc ttcceipts) l

Notes rcccivcd from (lovcrnment on the above Audit Paragraph is included

as Appendix ll.

23. Rcgarding the audit paragraph, thc Committce was inlormcd that Rule I
of thc KVAr lLulcs providcs that where in a works contract thc awarder supplies a

ponion of the goods involved in the exccution of the works contract and deducts

the value of the material from the payment made to thc contractor, thc lurnovcr of

rhc goods so supplicd shall form part of thc total turnovcr of the purchaser as wcll as

tho confactor l]ut in a casc KSEIJ, the assessec and awarder of various work

contracts, supplied materials to the contractors for exccution in thc works contract

and the value of matcrials so supplicd was deductcd {rom the bill of the contractor

but the amotlnt was not subjcct€d to tax by the asscssec. ln this regard, thc witness,

Sccretary, 'lhxes Dcpartmcnt dcposcd that io that casc thc awardcr, KSIiB

purchased thc matcrials locally by paying tax and handcd ovcr the samc lo the

labour contractor as per thc agrcemcnt and no sale was involvcd in that casc, IIe

added that it was thc practice followcd by PWI), KSIill ctc. and lax was calculatcd

after deducting the cost of matcrials supplicd. llc submittcd that io cascs where

matcrials wcrc purchased klcally for which no valuc adclition involved, they should

bc exempted from the total turnover in thc calculation of tax. nt this point thc

olticial lrom the Officc ol the Accountant (lcneral intcrfered to in{orm that all

purchascs need not be local purchascs and in some cases intcrstate purchase was

norcd. He supplemented that the case pointed out by Audit ls not an individual case

and the practice followed in those departments, for calculating tax would result in

considerable revenue loss. So the'laxes Depanment should re-check the procedure.

Thc Committce admitted the suggcstion put folth by thc Accountant General.

395/2016.
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24. llegarding audit objection against M/s Yesoram buildcrs, thc Comminee

noticed that therc was differencc o{ opinion among the Office of the Accountant

Gcneral and the'Ihxes Depaflrnent. Audit's view was that the total turnover of

assessee was inclusive of land value in cases of compounding VAf. l'he 'l'itxcs

l)epartment officials afgued that the usage in section B of whole contract amount

envisages only the turnover related with movable propeny and therefore value o{

land was liable to be excludcd {rom the turnover of contract evcn if the assessec

had opt€d payment of tax at the compounding rate for whole contract amount. 'Ihe

Committee opined that dre matter require legal clarification and sought the oPinion

of Law Secretary in this regard.

25. The Committee in its meeting on u-6-2015 considered the report

submitted by Taxes Department in consultation with the Law Department, as Per

the direction in the meeting held on 30-7-2014. 'fhe Committce approvcd the

Department's stand that the land value which included in the work contract could

not be levied under VAL

26. Regading the Audit Paragraph, the committee enquircd tltc

circumstances under which labour exemption of t 9 crore was granted to

M/s Nagpul Builders, Ernakulam instead of the initially proposed { 6 crore. 'l'hcn

ure witness, Joint Commissioner (ASI), Commissionerate of Commercial 'Iaxes

apprised that as Per accoults of the Company, tota] conbact rec€ipt was

t 12.99 crore and taxable turnover was { 7.40 crore. Accordingly labour

exemption was { 5.99 crorc, which was evident in the P & L Account. Ile added

that since when mismatch was noted in figufes in P & L Account and Form 1:lA,

the lirm had filed revised 13A.'I'he Committee acceptcd thc explanation o{ thc

dcpanmcnt in th€ case of the M/s Nagpul Iluildcrs for thti ycars 2006-07.

27. Then the Committee remarked that in rest of thc cases the land value was

excluded from the total turnover for assessing tax, which led to audit objection.

The Committee sought t}Ie opinion of th€ Secretary Law Depanment in this

regard. Then the Secretary, Law Department informed that Audit's Point of vicw

was prima facie sustainable sinc€ section B of the Kerala Value Added Tax Act

provide that compounding means full contract amount. So tax could be imposed
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for the aggregate value without considering whether it include movable or

immovable property. Though the Secr€tary lhxes Department defended by citing a

judgcment of the Kamataka High Court, the Committee opined that in the

judgement it was also stated that tie Govemment is empowered to realise tax from

the total tumover including land value if the contract is composite. The official

from the of{ice of the Accountant General pointed out that the Supreme Court itself

accepted the notification of Mahalashtra Government that tax should be calculated

for the aggregate amount in the compounding cases also. The Committee remarked

that if the department wishes to exclude the land value from the whole contract

amount, necessary amendment in the Act shouid be made. The committee opined

that since the items that had to be excluded ftom the contract amount in

compounding cases was not specified in the Act, it would not be justi{iable to

exempt the land value from the total turnover of tle assessee. lt directed the'Ihxes

Depanment to provide all details regarding these cases to the La\{ Depanment and

urged th€ Law Department to furnish a report to it in this regard.

28. Regarding the case of IWs Sobha City, Ernakulam, the Joint

Commissioner, (ASI), Commissionerate of Commercial Taxes explained that the

objection raised by Audit was that the closing balance of stock value of goods i.e.,

{ 4547 lakh was not carried over to the succeeding year's opening balance. He

added that major work of M/s Sobha City werc executed through their sister

concern M/s Sobha Developers, Thiruvananthapuram and this firm maintains lhe

accounts r€lated to works. He accepted the AG's observation that the balance

amount were not carried over and opined that it was a technical defect, which

could be corrected only afier verifying the book of Accounts of lvl/s Sobha

Developers for which they sought a peritid of one month. The Committee urged the

Taxes Department to re'examine the books of accounts of M/s Sobha City and

Sobha Developen at the earliest to setde the issue. lt also urged the Taxes

Department to fumish a repon detailing the steps taken in this regard.

29. Regarding lvf/s Afcon Infrastructure Limited the Joint Commissioner

informed that on detailed verification of the rtvised return filed by the company
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thc dilli'rcncc pointcd out by AG was nullilicd. llc (lctailcd that thc turnovtr'

diffcrcnce pointod out by Audit was roctificd as pcr the rcvisctl roturn stat('mcrt

'lhe (lommittcc acceptcd the explanation.

30. llegarding Omega lilcvators (l,td.), thc witnoss, Joint (lonmissionor

(ASI), Commissionerate of Commercial lbxcs appriscd that its rcgisr('rcd oflico is

situated at Ahmedabad and hencc all lndia wise turnovcr wils mcnlioncd in thc

P & L Account. IIe continued that since it came undcr works contract thcy filc(l

both 13 and 13A forms and therein it spccificd { 2.84 crorc as the segrcgatc

turnovcr lor the Statc of Kcrala.'Ihc (lommittce accePtcd the cxplanation.

Conclusions/lt€commendations

:11. 'l'he Committee evaluates that the prevailing practicc qf exempting

the value of material supplied to the contractor by the awardc5 for thc

calculation of tax is not tenablc and exhorts thal'Ihxes l)cpartment should

re-chcck re procedurc,

:12. llcgarding the case of M/s Sobha (lity the Committee dirccts the

'lbxcs Departmcnt to take neccssary steps to rctxamine the books of accounts

of M/s Sobha City and M/s Sobha Devclopers and settle €rrors if any found at

thc earliest, It urges thc'lhxes Dcpartmenl to furnish a report on the steps

uken in this regard.

AUDIT PARAGIIAPIT

Short levy due to incorrect exemption

. (ClOs : Special Circle II, lirnakulom and Works Contact Mot sncherry;

November 2009)

Ihe taxoble turnover in relalion to work'; contrucl in wlti(:h tronsler ol

property takes place not in the lorm ol gctods but in some other Ionn shall be

urrived at after deducting the amounl in respect of lubour charyes etc., os

per ltule 10(2)(o) of the KvA[Rules. Iturther, where the actuol turnover in

relaion to works contracl is not sscertoinahle from the books ol accounls,

the turnover shall be computed afler deducting labour and olher chorges os

given in the table below l?ule 10(2) (b).
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wc noticcd in C'IOs, SPccial Circlc II, lmakulam and works contract

Mattanchcrry that {our dcalo$ had assesscd turnovcr in rcspect of works contract

aftcr deducting cxpcnses much highcr than that rcferrcd in the lhblc' cven though

the actual expenses in rcspcct of labour and other charges wcrc not ascerbinable

from their accounts.,|his mistakc was not dctcctcd by thc asscssing aulhoritics and

rcctificd which resulted in short levy of tax and iotcrcst of { 68 29 crorc

Wc rcpoflcd thc matter to the dcpartmcnt and to thc ()ovcrnmcnt tn

May 2010. We havc not reccivcd lhcir rcpljcs (l)c(rcmbcr 2010)'

. rcTO (WC&L'|), 'l'hiruvanonthapurom; March 20091

An assesscc, cngagccl in tho busincss of int(lrior dctoration' incorrcctly

availcd exemption of { :}.1:J crorc and I 3 U2 crorc lrom thc total turnovcr for thc

ycars 2005-06 antl 2006-07, insrcad of availing cxcmption in rcspect of labour and

othcr chargcs at thc spccilicd ralc ol 25 pcr ccnt, ils thcsc itcms werc not separatcly

ascertainable from rhc accounts l'his rcsultcd in short lcvy of tax ol { 47 J4lakh'

wc pointed out this defect to the dcpartmcnt in April 2009 and rcPorted to thc

Govcmment in July, 2009. we have not reccived their rcplics (Dcccmber 2010)

(C|O Special Circle lI, Ernakulam; November 2009)

Section 5(1) of the CS'I'Act stipulotes that o ssle or purchose of goods shall

be deemed to toke place in the course of the export ol the goods out of the

territory of India, onty if the sole or purchase either occasions such exporl

or is effected by a tronsfer of documents of litle to lhe goods after the goods

huve crossed the customs frontiers of lndio'

An asscssee claimcd salc of ships as export salcs As pcr thc tcrms and

conditions, thc ships/vcssels arc dclivcrcd at thc Shipyilrd at (lochin and lhc titlc'

risk, owncNhip etc ovcr thc vesscl wcre transferrcd to the buycr and thc buyer

takcs posscssion of the vcssel immcdiately upon delivcry lkncc' the salc falls

within the definition of salc undcr KVAI Act Sincc none of tho conditions

stipulatcd in the CS I'Act js lulfillcd in this transadion' tht' cxcmption amounting

b T 1.148.09 crore for thc pcriod from 2005-06 to 2008-09 givcn is nol in order

rcsulting in short levy of tax and intercst ol { 54 70 crorc
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We reported the matter to thc department and to the Govemment in

May 2010. We have not received their replies (December 2010).

(CTOs: Special Circle Il, Ernakulam anil Works Contraca, nmokulom;

November and December 20N)

Section 10 of the KVAT Act provides for deduction of tax from every

ps.yment, including odvance payment to any works controctor in relotion to

any works controct awarded. 'Ihe Act olso stipulates that for the above

purpose, the contractor may produce a liability certiticate in relation to such

works contract lrom the assessing outltorities showing the tax liobilily or tax

remittance, as the case may be, of the controctor in relation to the \'tork ond

the amount to be deducted from the contract amounl is 10 per cenl in the

case of unregistered conlraclor.

We observed in CTOs Special Circle II, Emakulam and Work Contract,

Ernakulam that foul assessees awarded subcontraca valued al< 267 22 ffore and

claimed exemption for the same. The exemption claimed is not allowable as the

condition that liabilily certificate in relation to such works contract ftom the

assessing authorities showing the tax liability or tax remittance has not been

fulfilled. The assessing authorities did not detect this mistake, which resulted in

shon levy of tax and interest of { 32.74 crore.

We pointed out the matter to the dePartment and reponcd to the Govemment

in May 2010. We have not received their replies (Deccmber 2010).

(CTO, Works Controctn Ernokulam; January 2070)

Section 22 of the KVAT Act slipulotes that, where the return submitted is

with incorrect particulcr.s, the cs.sessing authorities shall, after reconling its

reosons, rcject the return wilh due notice to the dealer' 'Lhe Act also prcvides

that if any dealer files incorrect relurn and fails to file a fresh return, the

assessing oufJrority sholl estimate the turnover of the return period and

complete the assessment to the best of its iudgenent.

An ass€ssee who is engaged in works contract disclosed for the year 2008-09,

a total tunover of works contract o{ T 87.16 crore. However, the assessee retrrned
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a taxable tumover of { 2.45 crore after claiming exemption for { 84.71 cmre

(i.e. 97.19 per cent) on the contention that he received payment of t 2.45 crorc

only for that year. We fountl that the assessee had received payment amounting to

T 60.70 crore from the awarders of contract. As such the assesseg is liable to pay

tax at least on the confiact amount received of { 60.70 crore after allowing

deductions as per Rule 10(2) (b) of the KVAI Rules, as the element of labour and

other charges are not separately ascenainable from the records. This defect was not

detected by the assessing authority which resulted in short levy of tax and interest

of { 6.70 crore.

We reported the matter to the deparnqent and to the Govemment in

May 2010. We have not received their replies (December 2010).

(CTO Works Conlract, Mattsncherry; November zN)g)

The whole of the contract amount in respect of works contract referrcd in

Section 8 shall not include ahount paid to subcontractors for the execution

of the portion of works contact If the subcontrsctor Is .s registercd dealer

Iioble to tax under sub-section (1) or (1A) of Section 6 and the contractor

claiming deduction in respect of such amount furnishes a certificate in the

prescribed manner

A dealer who had opted lo pay tax at the compounded rates claimed

deduction in respect of subcontract awarded for the years 2006-07 to 2008-09. We

found that the subcontract was purely labour conuact and helce the subcontactoN

were not liable to tax. Further we found that th€ materials lor the works were

issued by the awarder and hence the liability rests with the awarder itself.'l'he

incorect claim of exemption had resulted in shofi le\T of tax and interest of

( l.5b crore-

We pointed out dle matter to the department and reponed to the Govemment

in May 2010. We have not received tleir replies (December 2010).
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(C'IO Works Controct, ?'hiruvononahspurom; March 2009)

llule 9 ol lhe KVAI'Rules provides thal in a wctrks contruct in which Lhe

trans(er ol property takes place not as goods but in some oLher lorm, the

taxoble amounr shall lte the whole amount poyoble to the deoler for
cqrryinq oul such controcl less Lhe labour chorqes not incurred in relation

to the goods involved in he works controct und olher charges. Iturther,

interest ot 12 per cenl per onnum is leviable lor delault in payment ol tax

within lhe due duk.

An asscssee cngagcd in works contract lor thc ycrr 200G07, availc(l

cxemption ol { 1.52 crorc towards labour and othcr chargcs .l!i p(:r th(, dnlluilj

rcturn against an cligiblc cxcmption of { 1.2i) crorc on tbe tot l turnovcr ol
{ 2.68 crorc as discloscd in thc t)&L n ccounts. l his rcsultc(i in short krvy of tax

and intcrest of T 4.20 lakh.

We pointcd out thc matter to thc dcpanment in Apdl 2009 and rcportcd to thc

Govcrnmcnt in July 2009. l'hc Govemment stared in Novcmbcr 2009 tlat thc

asscssmcnt was rcviscd and an additional dcmand of T 4.tl8 lakh was crcalcd,

We havc not nrccivcd a rcport on rccovcry (l)eccmbcr 2010).

IAudit Paragraph 2.12.2 containcd thc licporl o1 thc (bmptrolkrr and n u(lik)r
(;cnoral ol lodia for thc year co(k'(j :]l March, 201t) (l{0vonuc li(l(.cipls).1

Notos rc(oiv('d lrom (lovcrnmt' t on tht'abovc n udil l)arirgraph is includcd

as Appcndix Il.

:l:1. ln the casr of M/s l,cighton (lontra(1ors, tire d('l)artotcnt was ol thc

opinion that sincc all thc contract works awarded wcrc labour contract, it is not

liablc to pay tax. ln this rcgard thc ofTicial from t}Ic office of rhc Accounranr
(lcncral intcrlercd to inform that as pcr clausc 14 of thc agrccment T 2,14 crorc

was shown as total CIF valuc of importcd itcms. l'hc witlcss, Joint Commissioncr
(ASI), Commissionerate of Commcrcial Ihxcs opined that thr labour conlract

awardcd to thcm is not liablc to tax and thc matt:rials wcrc supplicd by
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Cochin Refineries. On vedfying the records, the Committee unde$tood that clause

14 of the agreement specified that { 2.14 crore of imPorted material is

incorporated in the works contract and hence it is liable to tax and directed the

Taxes Department to take rectifying measures in this regard and fumish a report.

The Secretary, Taj(es Depanment agreed to do so.

34. To a query of the Committee about M/s Infra HousinS (P) Ltd., the

witress, Joint Commissioner (ASI), Commissionerate of Commercial Taxes

informed that the firm had not filed the 20E/20H form, since there was not a

subcontract. If the Principal contactor compounds his turnover, the subcontractor

under him need not pay tax, as th€ tax is being paid for the whole amount of

contract. Then the official from the Offic€ of the Accountant General brought the

attention of the Committee over the fact that the assessee had not claimed

deduction for the subcontractors' turnover, but claimed ITC on the basis of

invoices submitted by subcontractors against payment effected and availed more

ITC than admissible. He continued that from the documents, it could not be

ascertained whether goods mentioned in the ITC for thc works was compounded or

not and details of tax paid thereon. The Joint Commissioner submitted that the

issue put forth by Audit regarding subcontract was not sustainable and admitted

that latter point was corIect. The Committee accepted the explanation and directed

to re-examine and rectify the error occurred.

35. To a query regarding the short levy of tax, the Secretary Taxes

Depa(ment app sed that engineering portion of { 4.70 crore, supply ponion of
{ 37 crore arld construction portion of { 18.90 crore together constituted the total

receipt of { 60.70 crore. The exemption gralted in the supply portion as transf€r of
goods was challenged by the Audit. But it was a deemed sale in the course of
interstate trade under the Central Sales Tax Act and the State Govemment had no

power to levy tax on such goods. The Commiftee was infomed that if the awarder

transfened the goods, it would be exempted from tax and if the uansfer occurred in
the name of the conuactor himself, it would be liable to tax. The Committee uryed

the Taxes Depanment to ascertain whethcr good transler was carried out by thc

awarder or the contractor and to take apprcpriate action to rectify thc mistakes,

if any, noticed on scrutiny.

395/2016.
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36. The Committee accepted the hotes fumished by the'lhxes Depanment

regarding short levy of tax and interest of t 4.2 lakh CTo, 'l'hiruvananthapuram,

without funher discussion.

Conclusion/llccommendation

37. The Committee oPines that since an amount of t 2.14 crore, the total

CIF value of lmportcd materials was incorporated in the works contract in the

case of IWs Leighton Contractors, it was taxable. So it demands that the lhxes

Department shoutd examine the matter and furnish a rtPort in

this regard.

38. Regarding the audit objection on the exemption granted in the

supply portion lead to a short levy of { 6.70 crort' the Committee

recommends to asc€rtain whether good tlansfer was carricd out by thc

award€r or drc contractor and to take appropriate action to rectily the

mistakes, if any, noticed on scrutiny.

AUDIT PARAGRAPH

Application of incorrtct rate of tax

(Cl'Os, Wo*s Controc\ It'?rlakulam o,nil Mottoncherry; November 2009)

Section 6(1) (f) of KVAI Act os amended from 1st July, 2006, stipulores thot

in the case of transler of goods involved in execution of works contracl,

where the transfer is not in the form of goods' but in some other form, lax is

Ieviable at the rste of 12.5 per cent ond when transfer is in the form of

goods, tox is levioble ot the rates prescribed under the respective schedule'

Further, RuIe 10(2) (a) of KUAT Rules prescribes thot in relotion to vlorks

contract in which transler of Property takes place not in the form of gootls

but in some other form, the taxable turnover in respect of the transter of

prcperty involved in the exeiution of works contract shall be arrived at after

deducting labour and other charges from the tot:al Qmounl received or

receivable by the dealer for the execution of the works conlract

In case of two contracto$ who were engagcd in works contract for thc ycars

2006-07 and 2007-08, where transfer of propcrty took place not in the form of
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goods but in some other form, the taxablc turnover was anived at after deducting

cxpenses much higher than that allowable under the Rule. Further, tax was assessed

at va ous rates ranging from 4 to 20 per cent, instead oI at the correct rate of
12.5 per cent. The assessing autho ties did not detect these mistakes which

resulted in short lery of tax and interest of T 9.21 crore.

We pointed out th€ matter to the departmert and reported to the Government

in May 2010. We have not received their replies (Deccmber 2010),

(Ihree CTO'* : April 2008)

Section 7(5) of the CST Act stipulates that a registered deoler msy apply in

the prescribed manner not later thon six months before the end of a yeor to

the suthority which granted his certificate for cancellation of such

registration, and the authority sholl unless the dealer is lioble to pay tax
under this AcL cancel the registration accorlingly and where he does so,lhe

cancellotion sholl toke effect from the end of the yean The rate of ax for the

year 2008-09 os per Section 8(o) (i) of the KUA'I Act for a dealer ulithout

CST registration was at the rste of three per cent and as per Section 8(a) (ii)
of the KUAT Act, for a dealer with CST registration, wos eight per cent.

We observed in CTOs work conhact, Emakulam, Kozhikkode and

Thiruvananthapuram, that 18 dealers had applied for cancellation of CST

registration in April, 2008 and the assessing authorities granted perm.ission to

cancel the CST regisFation in April, 2008 itself. This allowed the dealers to pay tax

at reduced rate for t}le year 2008-09 in violation of the provisions of the Act,

resulting in short levy of tax of { 4.66 crore.

After we pointed out the matter, the assessing authority stated that the

provisions contained in Section 6(5) of the KVA| Act €nables the dealer to cancel

the registation and opt to pay tax under Section 6(5) h that year itself. The reply is

not tenable as Section 6(5) relates to presumptive tax and is not relevant to the

case. Further, explanation 2 under Section 8 enables dealers who had opted for

cancellation of CST regisfation prior to 31 March, 2008 for payment of tax

under Sectior 8.

' CTos: Works Conrait,Ernakuiam, Kozhikkode ind ihiruvananrhapuram.
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We pointed out the matter to the depaflment and reported to the Govemment

iu May 2010. We have not receiv€d their replies (December 20101.

Fhree* CTOs (WC & lT); July 2009 to September 2009I

Any works contractor not registered under the CST Acl may opt lo pay lax at

two per cent of the whole contract amount as per Secion B(o) of the

KUNI Act. The works contractor, not falling under the (tbove clause moypqy

tax at four per cent.

Three assessees in works contract having (l S1' registration opted to pay

compounded tax for the years 2005-06 and 2007-08 on the contract receipt of

{ 6.63 crore at the rate of two per r:ent instead of at four per cent. this resulted in

short levy of tax and interest of { 13.31 lakh

After we pointed out the cases in August 2009 and October 2009, the

depanment stated in December 2009 and January 2010 that in onct case action

was initiated to rcalise the short levy and in anothert case assessment had been

completed in November 2009 creating an additional dcmand o{ { 2.35 lakh.

Ileports on recovery have not been received (December 2010).

We reponed the cases to the Govemment between Decembcr 2009 dnd

February 2010. We have not received their rcplies (D€cember 2010).

(CTO Works Cons|acl ThiruvansnthaPumm; March 2009)

Section 8(a) of the XiAf Act prescribes thot any works contractor, olher

than those engaged in the instollation of plant ond machinery may, opt to

poy tax ot four per cent of the vhole controct omount 'l-he Act further
stipulotes that in the case of transfer of g<tods involved in execution of works

controct, where the transfer is not in the form of goods, but in some other

form, the rate of tax applicable is L2.5 per cent. Irurther under Rule 9 of the

KUAT Rules, deduction admissible towards labour qnd other charges in

respect of contact receipts for inslallotion of plant and machinery is aI lhe

rote of 15 per cenl. Interest is ulso leviable at lhe prescribed rotes as

specified under the Act for default in payment of tax within the due dotes.

An assessee who executcd the works contact of supply and installation ol
medical gas system, with vacuum plant and suction u[it with regulator, in various

* Alappuzha, Kottayam and Malappuram
t CTO (WC & Lr), Kottayant
+ cTo (wC & LT), Marappuam
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hospitals, incorrectly assessed tax at the compouncled rate of {our per cent on the

gross conbact receipts of { 39 92 lakh for the year 2006-07 instead of assessing the

contrad receiPts at the rate of 12.5 per ccnt aftcr deducting 15 por cent towards

Iabour and other charges. 'l'his resulted in short levy of tax and intcrest of

t 3.25 lakh.

We pointed out the matter to the dePartment in April 20Og and rePorted to the

Govemment in July 2009. The Government stated io November 2009 that the

assessment was revised with an additional demand of { 3'32 lakh We have not

received further report on the recovery (December 2010)'

lAudit Paragraph 2.12 3 cortained in the Report of the Comptroller and

Au<litor General of lndia for the year ended 31 March, 2010 (Revenue ReceiPts)'l

Notes received ftom Government on the above Audit ParagraPh is included

as Appendix Il.

39. Regarding the short levy of tax and interest of { 9.21 oore, the Secretary

Taxes Department apprised that the cases are still pending before

the coun.

40. When enquired whether the short levy was collected, the witness,

Seoetary, Taxes Department informed that out of tJle two cases pointed out by

Audit, Revenue Recovery Proceedings was initiated in one case' In the case of

Southem Investments its CST Registation was cancclled with ef{ect from

3i-3-2008 and so the firm was not liable to pay tax as per scction B(A) (2) for the

year 2@8-09.

41. Regarding the case of M/s Neelatt Consuuctions, the Secretary, I'axes

Department submitted that the firm had filed retun and paid { 3 lakh When

enquired the reason for the difference in the amount pointed out by Audit and

amount realised as short levied, the Secretary Taxes DePartment apprised that the

depanment had collected { 3,06,616 as short levied arnount with interest as against

audit objection oI { 3,00,000. The Committee accepted the explanation'
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Conclusion/Recommendation

42. I'he Committcc directs the'Ihxes Department to furnish a nport
detailing the prcscnt status of the case of short kvy of t g.2l crorr
at the earliest.

AUDIT PARAGRAPI-I

Short levy due to incorrrct classification

(Ihree CTOsa : November 2009 ao Januory 2010)

The Supreme Court had held [IuI/s Kone Elevator (lndia) Ltd. Vs Stste of
Andhra Pradesh in 140 STC 22 (SC)l thot sale, erection and commissioning

of a lift is sale and not works controct. In addition to output tnx levioble at

appropriate rates, cess at the rate of one per cent is leviable on the output

tax poyable ftom 2008-09.

We noticed that five asscssees in CTOs Special Circle Il, Ernakulam, Works

Contract, Ernakulam and Works Contract,'fhiruvananthapuram incorrcctly

assessed the turnover for sale, erection and commissioning of lifts for the years

2005-06 to 2008-09 as works contract and claimed exemption in relation to thc

turnover on labour charges incurrcd. We noticed tlut the asscssing authorities

did not detect this mistake which resultcd in shorr lcvy ol ux and intercst ol

{ 11.24 crore.

After we pointed out thcse mistakes the assessing authorities statcd rhat thc

Supreme Court decision pointed out in audit had becn challcnged by the dcalcr.and

had been refened to the constitution bench of the Supreme Court.'fhe reply is not

acceptable as the decision of the Supreme Coun is still valid as it has not been

stayed by the Court. Moreover, the court order produced by the assessee does not

prevent the assessing authorities from making any assessments in this regard but

only resuicts them from taking any coercive steps to recover tax.
I CTOS: Special Circle u, Emakuftm; Worki iiontracr, ernakulam

Thiruvananthapuram.
and Works Conuact,
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We pointed out the matter to the department and roPorted to the Government

in May, 2010. We have not received their replies (Decembcr 2010)'

[Audit Paragraph 2.12.4 contained in thc Repon of the Comptroller and

Auditor General of India for the year ended 31 March, 2010 (Revenue ReceiPts) l

Notes received from Government on the above Audit Paragraph is included

as Appendix II.

43. 'lb a query, the Seffetary Thxes Department informed that Accountant

General's objection was based on a former Supreme Cout's verdict tiat sale'

erection and commissioning of a lift is sale ln a recent judgement the Supreme

coun held it as works contract. So the cases are not standlng'

Conclusion/Recommendation

No comments.

AUDTT PARAGRAPH

Short levy du€ to incorrcct computation of tax

ICTO (1VC&LT), Kozhikkode; Moy 2010]

Section 8(a) (ii) of the KUA:I Ad prescribes thot, any works contractor

having CS't' registration may opt to pay tax qt four per cent on the whole

conlr0ct omount.

An assessee who had opted to pay compounded tax was having total conuact

receipt of { 20.58 crore H€ Paid tax of t 73 50 lakh instead of { 82 31 lakh' This

resulted in short levy of tax of T 8.81 lakh'

After we Pointed out the case to the department in June 2009' the depaftment

stated in November 2009 that notice had been issued to the dealer We have not

received further repon on the recovery (December 2010)'

We reponed the matler to thc Government in January 2010 we have not

received their reply (Deccmber 2010)'
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VALUtr AT,DIiD TAx

Short lcvy due to exc€ss availing input tax crrdit

(CTO, Special Circle II, Ernakulam; November 2009)

l4there any goods purchased in the State are subsequently sent outside lhe
State or used in the manufscture of goods and the same ore sent outside the
Stqte otherwise than by way of sale in the course of interstate trade or
export or where the sale in the course of interstote tode is exempter) from
tax, input tox credit sholl be limited to the omount of input tox poid in excess
of the rate specified under the CS'f Act on the purchase turnover of such
goods sent outside the State as per the proviso to section t1(:]) of KUA'| Act.
T'he rate ol tax opplicable under the CST Act was three per cent during
2007-08. Section 11 (7) of the Act further stipulates that, if goods in respecr
of which input tax credit hqs been availed ore subsequenlly used, lully or
partly, for purposes in relstion to which no input tox credit is allowoble
under the section, the input tqx credit ovoiled ol in respect of such goods
shall be reversed.

An assessee stock tmnsferred raw matedals valued at { 3.44 crore antl
90.30 per cent of their finished products for the year 2007-0t). Howevcr, while
limiting input tax credit to that cxtent by assessing reversc tax, it was assesse<l as
T 24.05 crore instead of T 27.32 crore,'fhis rcsulted in short lovy ot tax and
interest of T 3.85 crore.

We pointed out th€ mistake to the depanment in December 2009 ano reponcd
to the Government in June 2010. We have not received their replies (Decembcr 2010)

(CTO, Speciol Circle II, Ernakulom; November 2009)

Input tax credit (nC) shall not be allowed to any amount i egally collected
by way of tax as per prcviso to Section 11(3) of the KUAT' Act.

A dealer availed ITC of { 35.75 crorc on local purchases of goods valued at
{ 828.35 crore as against the eligible claim oI { 33.13 crore for rhe year 2007-08
which was not detected by the assessing officer. fhis resulted in shon lew of tax
and interest of T 3.11 crore.
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We pointed out the mistake to the department in December 2009 and

reponed to the Govemment in May 2010. We have not received their replies

(December 2010).

(IAC, Kafta4,Pnno; November 2009)

A dealer availed input tax credit of { 2.60 crore for the years 2005-06 to

2007-08 against the eligible credit of { 2.57 crore due to mistake in computation

which was not detected by the assessing of{iccr, This resulted in short levy of tax

and interest of { 4.53 lakh.

We poihted out the mistake to the depa ment in January 2010 and

reported to the Government in May 2010. We have not received their replies

(December 2010).

(CTO, Special Circle, Malappumm; March 2009)

During 2005-6 ond 2006-07, the rote of tax under the CST Act was four per cent'

A dealer who effected interstate stock transfer of ayurvedic products for

t 16.38 crore and { 19.02 crore during 2005-06 and 2006-07 respectively, claimed

the entire input tax cr€dit without limiting il to tax Paid in excess of four per cent

on stock [ansfer outside the State which was not detected by the

assessing ojficet This resulted in short levy of tax and interest of { 41.69 lakh.

We pointed out the mistake to the department in April 2009 and reported to the

covenment in December 2009. We have not rcceived their replies (December 2010).

(CTo, Special Circte' Maatnncherrl d Alr,yo; SePl3mber 2009)

Input tax credit shall not be allowed as per Section 11(5) of the Ku/lT Act

for the purchase of goods which are used in the monufacture, processing or

packing of goods specified in the ftrst schedule to the Act Coconut oil and

coconut oil cake are included in first schedule with efrect from lst May' 2007.

A dealer who used copra purchased by him for manufacture of coconut oil

and coconut oil cake for the year 2007-08 availed inPut tax credit of t 8.41 lakh

for the month of May and June 2007 on the purchase tumover of copra. This

resulted in excess availing of ITC of { 8.41 lakh and consequent short levy of tax

and interest of { 9.92 lakh.

39v2016.
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We pointed out the mistake to the department in C)ctobcr 2009 and

reponed to the Govemment in May 2010. We have not received their replies
(D€cember 2010).

. (CTO, Speciol Circle, Kasamgoil; August 2009)

A dealer claimed input tax credit for the entire purchase turnover of cashew nut

for the year 2007-08. Even though 35.15 per cent of the toral sales turnr:vcr relates

to consignment and stock transfer, the input tax crcdit availed corrcsponding to this
turnovcr was not deducted and the assessing officcr had not dctectcd this mistakc,
'Ihis resulted in short levy of tax of { 6.69 lakh.

Altcr we pointed out the mistake to the dcpartment in Sepronber 2009; rhe

departmcnt stated in December 2009 that noticc had bcen issued to the assessec.

We have not received further reply from the depanment (December 2010).

We reponed the defect to the Government in May 2010. We have not
received tieir reply (December 2010).

lAudit Paragaphs 2.12.5 to 2.12.6 containcd in rhe Report of the Comptrollu
and Auditor General of India for the year ended 31 March, 2010 (Revenue lleceipts).1

Not€s received from Government on the above Audit paragraphs included
as Appendix U.

Conclusion/Recommendation

No r€marks.

AT]DIT PARACRAPII

Application of incorrrct rate ol tax

(79* ClOs; August 2008 to November 2009)

The KUAT'Act ptovides that bafteries and parts thereof, pettoleum bitumen
(up to 30th lune,2006), lead oxide, monsion polish, harpic, Iiz.ol, biscuirs o/
a varieties ond pickles sold under s brand name, speakers et:c., hon(lloom

* ilT & CTO Alappu"Ia, ipecial Circles: t &nakularn, Il Lrnakulam, Kasara8od and palakkad CIOs:
Clalakudy, Firs( Circle Changanachcffy, Chi(ur, First Circle Kannur, .Ihird Circlc Kannur,
Koothuparamba, First Circle Kozhikkodc, Second Circl0 Kozhikkode, louni Circlc Kozhikkoci0,
Manjcri, Neyya$inkara, Payyannur, Irirst Circle I hiruvananthapuram and Sccood Circl.'I'hiruvananthapuram.



cotton tapes, medicated toothpou/der and toothposte, epoxy powder, supari,
block and red oxide, dettol, detergents, doors, windows and their frsmes and
thresholds for doors of aluminium and plastic, prickly heat powder and
similar medicoted body powder, adhesive tape and cosmetics are taxoble at

' the rote of 12.5 per cent ond branded soft drinks excluding sodo cnd
refrigerotors and their spare parts are toxoble at the rate of 20 per cent from
July 2006 to March 2007.'Ihe Act also sipulotes that expeller variety of

I sesame oil cake and frozen morine products are toxable ot the rote of
four per cent. T'he Act further pruscribes that ulhere sale is to or by military,
air force or NCC canteen and canteen stores department, the tax poyable
shall be dt h)alf the rate applicable to such goods as per proviso to
Section 6(1) of the KUAT Act. The High Court of Kerala had held thot Nycil
prickly heat powder is medicated talcum powder and not a drug or medicine

and that, purchsse of vehicles through CSD is nof eligible for the

concessional rate of tax as motor vehicles are sold not to CSD but to defence
personnel. Further, interest at 72 per cent per annum is leviable for default

, in pafment ef taxes within the due dates.

We found during scrutiny of the records of 19 oflices that 24 dealers had

. applied incorrect rate of tax on vadous commodities having a total taxable turnovert. of { 23.66 crore. In spite of the spccific provisions in the Act, these mistakes were

not detected by the AAs which resulted in short lcvy of tax and intcrest ol
{ 2.40 crore as detailed below:

i di. T at**r"", .ira"t
I No. Month of Audit

Commodity
Assessment year

Rate Turnover
applicable (t)

Short I,!rew I

(r) 
iRate

applied

12.5

4

depa nent stated in June 2009 that notice under Section 25 (1) had been

issued in June 2009. We reponed the defect to the Govemment in

February 2010. We have not received their reply (December 2010).



Petoleum bitumen

2005-06 and 2006-07

r.o1

crore

CTO, Special Circle II,

Ernaku.lam,

March 2009

Motor Vehicles

2005-06 and

2006-07

CTO, First Circle,

C'hanganacherry,

December 2008

CTO, Special Circle I,

Ernakulam, April 2009

36

C'ft), Special Circle,

Kasaragod, August 2009

12.5

4

t2.5

6.25

31.45

Iakh

12.89

lakh

;;;;"il ** t t"r"'*J*n * u"n,,,,*",,,,,.i," I

have not received their reply (December 2010).

We pointed out the mistake to the department in April 2009 and reported

to the Govemment in May 2010. We have not received their replres

(December 2010).

December 2008 i

We point€d out the case to the departrnent in January 2009 and reportedl

to the (;ovemment in February 2010. We have not reccived their replies 
I

(December 2010).

l-- i --T.- -'
CTO, Special Circle I, lNycil prickly heat] 12.5 ] 1.07 i12.421ll
Ernakulam, April 2009 lpowder 2005-06 ) 4 crore I lakh I_--t'riil
We pointed out the mistake to the depaftment in May 2009 and reponed

to the Government in May 2010. We have not received their

rcplies (December 2010). l

T--- I -- -.1 -'
l.ead Oxide 2005-061 12.5 i 1.21 12.87

and 2006-07 | + j .rur" I ton,
li

, _ ,L---,.-
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I 2 3 5 6

6 AtT & CTO,

Alappuzha,

June 2009

Cotton tape 2005-06

and 2006-07

1Z,J

0

97,87

lakh

12.23

lakh

After we pointed out the case in July 2009, the dePartment stated in

September 2009 that the assessments were reYised RePort on recovery has

not been rec€ived. We reported the case to the Government in January 2010'

We have not rcceived thef reply (December 2010)'

7 cTo, chinur,

August 2009

Medicated tooth

powder and toothPaste

2005-06 to 2007-08

78.06

lakh

8.90

lakh

We pointed out the case to the dePartment in September 2009 and reported

to the Government in March 2010 We have not received their replies

(December 2010).

9

I CTO, Second Circle, ]Branded Soft

Thiruvananthapuran, lddnks 
2006-07

February 2009 l

20

IZ.J

75.10

lakh

6.87

lakh

After we pointed out the case, the dePartment stated in October 2009 that

the assessment had been revised in SePtemb€r 2009' We reponed the matter

to the Govemment in March 2010. We have not received their reply

(December 2010).

CTO, First Circle,

Kannur, August 2009

Epoxy powder

2005-06 to 2007-08

1,2.5

4

After we pointed out the case in September 2009, the depanment stated in

November 2009 that notice had been issued to the assessee We reported the

matter to the Government in February 2010' We have not received their

reply (December 2010).
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C'Io, Irourth Circle,

Kozhikkode,

November 2009

We pointed out the case ro the departrnenr in l)ecember 2009 and reported

to the Govemment in February 2010. We have not reccived thcir replies
(December 2010).

CTO, First Circle,

Changanacherry,

December 2008

We pointed out thc casc to the depanmcnt in January 2009 and reportcd to i

the Government in February 2010. Wc have not receivcd their rcplics
(December 2010). l

t- - -_-. --_-_
ClO, Second Circle, Adhesive'lape

Koz-hikkode,

June 2009

2005-06 to

2007-o8

We pointed out the mistake to the deparrment in July 2009 and rcportedl
to the Government in May 2010. We have not received their replics]
(December 2010). I

*ti' ",u ""a"'i._tii i- t..;; I i
Biscuits sold under] rz.s i t..;; I

brand name 2005-06i + 
I 
ranr s.r+ ] ]

and 2006-07 !!! L i



We pointed out the mistake to the depa ment in January 2009

reported to the Governmcnt in November 2009. We have not received

their replies (December 2010).

CTO, Kootiuparamba, Supari (Betel nut)

2005-06June 2009

12.5

i6 CtO, Third Circle, Oxides 2005-06

Kannur, June 2009

CTO, First Circle,

Kozhikkode, August 2009

CTO, Neyyattinkara, iExpeller variety of
December 2008 lscsame oil cake

i | - --!..---.-..- - .--L--.---- L L -

i ]nfter we pointed out the case in July 2009, the depanment stated in
: lSeptember 2009 that notice had been issued to the asscssee. We have not

After we pointed out the case in July 2009, the department stated iD August

2009 that noticc had been issued to the assessee. After we reported the case

to the Governmen! we have not received their reply (December 2010).

Dettol
2007-08

'" l;;il;',s ,qdel. I ; I l;-;, l,r-! l
l

j After we pointed out the mistake to the department in Octobcr 2009 &e I

departmeni stared in February 2O1O that assessment was revisecl u/s 25(1) |

an<l tax determined as 2.72 lakh. We have not rcccived fufther report onl

]r".nu"ry from the depanment (December 2010). We rePoned thel

I 
mistake to the Government in May 2010. We have not received their rePlies 

Ii?::-"'b"'?9tjl: - -l

CfO,Payyannur, lCosmetics
August 2009 2005-06
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1 2 3 65

19 C fO, Manjeri,
Augusl 2008

Pickles sold under

a brand name

2005-06 and 2006-07

i 43.61

j lakh 
lri

3.71

lakh

12.5

4

After we pointed out the case to the depanment in October 200u and

reportd to the Govemment in December 2008, the Government stated in
Novemtrer 2009 that the assessments were revised in May 2009 and an

add.itional demand of { 3.71 lakh created. We have not received furthcr

report on rccovery (December 2010).

20 CTO, Irirst Circle,

Thiruvananthapuram,

January 2009

Speakers

2005-06 lakh^

129,31

. lakh
I

i

Aft€r we pointed out the case to &c depanment in March 2009 aud reportcd

to the Government in July 2009, the Government stat€d in October 2009

tlat assessment had been reopened under Section 25 of the Act and

additional demand created was demanded from thc dcaler We havc not

received funher repon on recovery (D€cember 2010).

2L CTO, Special Circle II,
Emakulam, October 2009

Frozen Marine

products 2007-08 0

3.17

lakh

67.79

lakh

We pointed out the mistake to the deparlment in December 2009 and

reponed to the Govemment in May 2010. we have not received their replies

(December 2010).

22 CTO, First Circle,
'Ihiruvananthapuram,

January 2009

Refrigerator and 120

sparcs 2006-07 I tz.l,
I

?, )q ir qr

Iakh lakhrl
We pointed out the mistake 10 the departmclt in March 2009 and rcportcd to

tle Govemment in July 2009. The Government stated in October 2009 that

the assessment had been revised in May 2009 and balance tax and intelest

of { 4.72 lakh demanded out of which the asscssee had rcmittcd an amounf

of { 80,000. We have not received further rcport on recovery of balarce

amount (December 2010).



iwe poirt€d out the case

i , name of CSDS as CSD5 cannot take registration in their name.
i"l
! ]W" Dointed out the mistake to the department in May 2009 and rcported toi

l_

Ithe Govemment in May 2010. Wc have not received their replies (Decemberi

_12010). _

(c'IO, Specidl Circle, Maalancherry aa Aluvq; Sepaember 2009)

Iligh Court of Keralct had held (MP Agencies Vs State ol Keralo reporled in

18 KTR 82) thot ujola supreme and ujolo stiff ond shine are not industrial

raw maleriols coming uruler list A of lhird schedule to Lhe KUA'I Acl bul are

commodities toxable at 12,5 per cent under lhe Act l;urther, sales to canleen

stores department are toxoble at holf the rote opplicable under proviso to

Section 6(1) of the KUA'I' AcL

A rlealer assessed ftLX for the year 2007-08 on the sales turnover of ujala

supremc valued at { 2.36 crorc at the rate oI four pcr cent and the sales turnover of

ujala stiff and shine valucd at T 9.43 lakh to cantcen stores department at

two per ccnt instead of at the corrcct rate oI 12.5 per cont and 6.25 per ccnt

respec vely. lhis resulted in short levy of tax aDd intercst oft 23 94lakh.

39si 2016.
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We pointcd out the mislakc to the dcpanmcnt in Octobor 2009 and

rcportcd to thc Govcl]]mrnt in May 2010. Wc havc not rocciv0d thcir fcplies
(l)ccombcr 2010).

l^u(lit Paragraph 2.]2.7 conraincd iD the llcporr of thc Conpnlllcr and

n uditor (;0ncral of lntlia lor thc ycar en(lcd 31 March, 2010 (ltevcrrc l{cc('ipLs).l

Notes rcccivcd from Covcrnnlcnl on thc above nudit Paragraph is included

,rs n ppcr)(lix ll.

44. ltogarding thc cascs rl]fntioDccl in the audit palagraph, thc Joillt
(lommissioner (ASI), Commissionera[ o1 (klmmercrial lax([ info ncd lhat

assessmont for thc year 2005-06 had becn cornplektd aud lcvicd tax accor(lirg,ly.

lSut the assessmrnt for thc year 2006-07 has to bc complctc(].

45. llo a qucry the witncss, Joint Commissiolcr (ASI), Commissionerate ol
Conmercial 'lbxcs in{ormed that stay has not beet vacated. llc rciterated thc

dcpartnents stand that since the product 'l)antha Davana Choornam,is medicatt'd

dental porvder, it should be included in the Schedule V(A). Uut rhc Company
argucs thar the product is an ayurvcdic medicine so only 4% tax is applicable.'l'hc
Comrnitleo rcprimandcd thc officiais appcarctl bcforc thc Committcc wrthout
studyiD!l the casc in detail. l'he Comtniltcc rclllitrkcd that tlre (.asc of
KP Namboodiris l)antha l)avana (lhoornam was sctrlcd in thc ycar 2010 itsclt
taking inlo a(:count that tlto prcduct was manulacturcd with Ayufvcdjc I)rug
l,iccllcc and so tht'it ar!]ulltcnt wils sul)stantial.

46. Whcn thc (lommittcc was informtrl thar thc co[lntodity, l)VC prolilc was

taxablc at the ratc 4% oniy and therc was no loss ul rcvoouc, tl)c oljicial lfom thc

Ollicc oi rbe Accountant (;cnerai interfefcd to i[lornt about Lhc comnlon pracucc

of bansponing PVC door unit earmarkcd as IIVC prolilc to savc tax. I'hc

companics claim that labourer makc door using rhe pVC prolikr according to thc

need of the customer. So thc material could [ot bc considererl as door 'I.hen thc
(lommittee diredcd lhe f'axes Dcpartmeot to look itto thc matter and to tako

recessary steps to curtail tax cvasion.



4:)

47. l'he (i)mmittec enquired thc reason for thc coli(ti()n of { 3lJ thousand

as against the shon levied amount of { 5.34 takh pointed out by nudit. fho

witncss, Joint Commissioncr (AS(), Commissioncratc of Commc:cial '[axcs

submitted that if thc commodity is a branded item, tax would be lcvied at the ratc

of 12.5olo otherwise the ratc is 4o/o only. In dris case the major ponioD oI product

purchascd and sold by the dealer wcre unbranded so paid the tax at 4yo tate arld

only negligible amount was paid at thc latc of 12.5olo lbr the branded jtem. The

Committe(' accepted the cxplanation.

4tl. lLcgarding the audit objection the clepanment's contertion was that in thc

Malabar r-egion dry arecanut is known as supari and it is taxable only at the rate of

4%.'lhen the official from the Office of the Accourtant cencral statcd that it was

not evident whether it was purchased locally or not.'l he (lommiltee opjncd that the

name 'new supari'might be a branded item afld directed the l'axcs l)cpaftrncnt to

verity the case and report to it.

49. 'tb a query the Joirt Commissioner (ASl), Clommissionera&r of

Commercial 'Iaxes informed the Committee that the S IAII l::rnakulam had qrancd

stay ag,ainst the order of the appellatc authority.

50. When cnquircd about thc amount collerred so far, the witncss, Joint

Commissioncr (ASI), Commissioner of Commercial 'Iaxes apprised that tic total

asscssmcnt of { .1.86 lakh was later moclilied on tDDcal as { 1.2 lakh and inlimarcd

to Ilevcnue llecovery Authority.

ari. ltcgarding the audit paragraph, the Joint Commissiorer (ASI),

Oommissionerate of Commercial thxes deposed that assessment had becn revised.
-l'hc 

appcal filed in this rcgard was disposcd since thc item was frcsh and it was not

liable to tax. When informed that thc Audit was refcrred about an itcm once

exported and rt'turncd back due to some reasons, the (;ommittee emphasized that

since (h€ item was returned exponed item, it might bc frozen and directcd tlre
'lhxes l)epartment to take necessary stel)s to reassess the casc.
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52. Ib a qucry of $e (bmmittoc l.cgar(iijtg thc salos to CanLcrrr S(rrt,s
l)cpartnloDt thc witness Joint (lonlmiss()rer. (ASt), cornmissionoratc o1

(lommcrcial 'Ihxcs r.cplicd rhat T 2,79,000 rs ra.{ an(i an anount ol T 1,34,027 as

intcrcst is to b€ rcaljsecl dnd l{evcnuc l{ccovcry proceedilgs had beco initiitttd to
rccover the amount.

53, 'lhe Committcc was inforrned that thc case reportcd at Cl'O, Special
Circle, Mattalcherry was still pending before thc Court.

Conclusion/Recommendation

54. 'lhe Committcc observcs that traders followed the practice of
transporting PVC door units under the classification of PVC profilt and
thcreby cscapcd fiom paying tax at the required ratc. lhe Cornmittcc vicws it
not tenable and recommends that 'lhxes Dcpartment should take Decessary

steps to curtail such kind of tax evasion.

5l). With regard to the tax realisation at 4yo for the branded itcm .ocw

supari', the Committec dcmands that lbxes Dcpartmcnt should rc-examine
fie case and report

56. I'he Committee was astonishcd to note lhat thr item catcgorised as

frtsh, was once exported and returned and rtprimands fie'Ihxcs Drpartment
for the slothful attitudc commenting rhat thty should conduct physical
verification of items while inputting tax rather than relying on the statcrnents
filed by thc clienls, 11 exhorts (he lhxcs Dcpartment to reasscss the (ase

at the carlicst.

57. 'I'he Committec urges the thxes Departmcnt to furDish the present

status of the I{R proccedings taken against Canteen Stor.es I)epartnrent.

ATJDIT PARAGRAPTI

Short lely due to cxccss availing of special rcbatc

(C'l'O, Special Cfucle, Etnokulam; March 2A09)

Where the goods in respect of which tax under Section 6(2) of the Act hos

been plid, are sent outside the State ar used in the manufucture ol ooocls
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and the same a.e sent outside lhe Stote, otherv,/ise than by wcty of sole in lhe

course ol inlerstate trade or export or v,/here lhe sale in lhe course of
interstute trode is exempted lrom tqx, the special rebdte under this section

shall be limited to the an|ount of such tax pai(l in excess of four per cent os

per proviso to Section 12 of KUA'L Act.

An assessec who effected intcrstate stock transler oI gold ornamcnts valued

at { 151.04 crore for the year 2006-07 availcd special rcbate for thc enure purcnase

instead of linliting ir to the eligible iilnit. J his rcsulred in shor.r levy of tax and

interest of { 1.ti7 crore.

we pointed out the mistake to the department i May 2009 ard reportcci to

the Government in June 2010. Wc have nor reccived their rcpiics (Decenrber 20'10).

. [C'lO, Special Circle (produce), Madancherry; July 2009]

An assessee elfected intcrstate stock transfcr of tea ma ufacturcd by him

valred at T 29.tl8 crore during 2006-07. Flowever, the dssessce djd jror limit special

r0bate to that extcot. f'his resulted in shon levy o1 tax and intcrc:jt of { 5.96 lakh.

We pointcd out the misrake ro the dcpanmcnr in August 2009 ;rrid reported to

the Government in Junc 2010. Wr have nor rcccived thcir rcplies (December. 2010).

(CTO, Speciol Circle II, Ernakulom; November 2009)

As per Section 12 (1) (q) of the KUA:|Act, in calculating the net tax payable,

speciol rebate equal to the tax pqid under Section 6(2) ol the KUAI Act shall

be deducted.

An assessce who had nr.rt discktsed purchases from unregistered dealers,

avaiicd special rebate of { 7.46 lakh for the yea.2007-08. 'Ihis ftrsultcd in shorr

levy of tax and interesr of { 8.u7 lakh.

Wc pointed out the mistake to thc dcp rtment in Dcccmbcr 2009 and

rOl)ortcd to thc Govemment in Mily 2010. We hnve not rccciveri rhcir rcpllcs
(l)eccmbcr 2010).



46

. (C'IO, Speciol Circle, Kasaragod; August 2009)

A dcalcr claimcr.l spccial rebate relating to thc purchasc tax paid during thc

ycar 2006-07 valucd at { 6.49 lakh for the ycar 2007-08 I k}wt'vcr', thc asscssce

had already claimecl the entire spccial rebate for the ycar 2006-07 ir that ycar itsell

which was not detected by the assessing oflicer. t'his resulted in short lcvy of tax

of t 6.49 lakh.

After wc pointed out the defcct to thc depa(ment in Scptember 2009' thc

dcparlmcnt stated in l)eccmbcl 2009 that noticc had been issucti to thc assessec'

We have not rcccived lurthcr rcpoft on recovery (l)ccclllbcr 2010)'

We.repoltcd thc mistakc to thc Gov(lrnmclll in May 2010 Wo havc not

rcceived their rcply (l)(!ccmbcr 2010)

lAudit Paragraph 2.12.[] conlain(i in thc licpon oi the Conptroller and

Auditor General of Intlia for thc ytrar cDclcd ill March, 2010 (ttcvonuc l{ecot)ts)'l

Notes received lrom (;overnmcnl on thc abovc Audit l)arallraph is inclridcd

as Appcndix IL

5t]. fhe witncss, Joint Commissioner (ASl), (iommissioncralc oi

Commercial 'l'axes informcd the Committee that thc stay had bcco vacatc(l 'rn(l

rcassesscC thc casc. On verilication il was fould that AG's liguro was not coflc( l

and the amount shon lcvied was only { B5,94,300, I lc submitted lhat tho varlati(}n

was occurred sinc(t 507() ol thc input was disallowcd 'lhc fi|nts claimcd that 50%)

of the high valuc costumes and ornamcnts lrom showtooms outside lhc statc w(llc

returncd back to thcm lor rc-polishing the samc, and they send back tlrc itcms after

rc-polishing. Ue informed that thc AG's observatior that {ifty pcr cent of thc itcnls

wcre locally purchascd was correct.

59. Whe[ cnquired how thc balan(:e of ctrtry litx was adjustcd, thc Joint

Commissioner (ASl), Commissioncrate o{ Commcrcial laxes dtposcd thal sin(r'

the purchasc tax tiuc on 31-3-'2007 and thc spt'cial rcbiltc adnrissiblc wtrc thQ

samc, thcrc was no dilTcr(lnce in the amounl
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C onclusionfilecommendation

No commcnts.

n uDtL PAn^cn^lir

Short lcry of output tax

(C'IO, Speciol Circle I, Urn.tkulam; Moy 20O9)

Where uny dealer detects ony omission or mistoke in the crnnual return

submitted by him with rel?rence to the oudited ligure, he shall lile revisecl

ennuel return reclifying lhe mistuke or omission olong wiLh the oudil

cerlil'icate as per Section 42(2) of the KUA'L Act. Where, as a result ol such

revision, the tax liability increases, the revised return shull be accomponied

by prool of payment ol tox, imerest due Lhereon arul penal interest,

cqlculated at Mice the rote ol interest.

A dealer availcd input tax crcdit ol \ 3'2.97 lakh on purchasc for thc ycar

2006-07 valued at { 3.97 crorc. Ilowevet as per lbc ccrtilied accounts, thc

Purchases from the VAl dcalers were valucd at { 15.06 lakh. In spitc of this, no

action wils taken by thc assessin{.j officer to get thc rctun Ievisrci or to disallow the

cxcess input tax crcdit and realjso thc (lifferential tax.'l'his rcsulted in short lcvy of

tax, intcrcst and penal intclest of { 5lJ.61 lakh.

We pointed out thc mistakc to thc deparlnenl in May 2009 and rcported to

tha (;overnmcnt in May 2010. We have not rcc:civcd thcir rcplics (December 2010).

(C'lO, Speciol Circle I, Iirnakulam; April 2009)

A dealer assesscri output tax ol sales turnover of 1 112.37 crore as concedc(i

in dre return for the year 200G07, cven though local sale as pc'r the cenificd

acr:ounts for that year was { 1l:1.:17 qorc. } lowcvef, no ;rctjon was takcn to revise

the rerurn and pay differential tax. t'his resulled in shofl Ievy o{ tax, intcrcst and

pcnal interest of { 24.03 lakh.
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We pointcd out thc mistake to (he dePartment in Mav 2009 and rcpo(cd to

the Govcrrment in May 2010. We have rot fcccivcd thei) rcpljes (l)eccmber 2010).

(C'tO, Speciol Circle, Mqttoncherry at Aluvs; Septetnber 2009)

A dealcr irt stccl avaik'd ioput lax crt'clil o{ { :r7 06 lakh for lhc ycar 2007-0u

on thc purchasc tutnovcr of { 14 19 crorc as (rnceded in tltt: annual rcturn'

llowevcr, as pet llr(t certificd .ic(:otli)lsJ the assesscc was cligiblc lor 
'rn 

illPul tax

cfcdit ol { 49.:10 lakh only on tJle purchasc lurnovtrl ol { 12.26 crorc' l his r('sult('d

in sholt lcvy of tax, itttcrest and pcDal inlcrcst oi 1 I 1.711 lakh.

We pointcd out thc Inismke to the del)arlment ul Oclobcf 200q and

n:portcd to the Govemment in Mily 2010. Wc have no( fcccivcd thcir rcpiics

(December 2010).

[C'lO, Speciat Circle (produce), Maatsncherry; June 2009]

A dealer {ailed to assess tax on DIIPI} liccncc lor thc years 2005-06 k)

2007-0t1, valued at { 1.57 crorc. lrvcn though this tacl was availablc in thc audjtc{l

accounts, the AA tailed to dctccl it and levy tax during scfutiny of thc rcturn,'l'his

resultfd in short lcvy o[ lax, irtercst and pcna] interrst oi { 10 55 l kh 
:

After wc pointed out the mistakc thc asscssing olficcr statcd i July 200!] llat

the asscsscc rcmittNi { 6.30 lakh iu July 200{) of whicir { 1 42 lakh was adjustcd

against intcrest and thc balanc('against tax (1)cccrni)cr 2010).

wc reported thc mistake 1o the (;overomenl in May 2010. wc havo not

received thcir reply (I)eccmber 2010).

(CTO, Special Circle II, limakulam: Mqrch 2009)

A rlealcr availecl input tax credit of { 51.55 lal<h Iol tlte ycar 2006-07 oo th(l

lot:al purchascs valued al T 7.2:l cror(|.l lowcv(]r, tllc (lcnilitld ac(ounls rcvcal0d il

local purchase lumovcr of { 6.04 crcrc only which was not d('lccted bv tttc

as:iessiflg otTiccr and thc exccss clain disa]lowccl. lhis rtlsultcd in shoft levy ol lax,

iotercst and penal interest ol { l}.03 lakh.
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We pointed out the mistake to the department in April 2009 and reported to

the Govemment in May 2010. We have not received their replies (December 2010).

[Audit Paragraph 2.12.9 containcd in thc Report of the Comptroller and

Auditor General of lndia for the year cndcd 31 March, 2010 (Revenue Receipts).]

Notes received from Governme[t on the above Audit paragraph is included

as Appendix lI.

60. Regarding a case in CTO, Special Circle, Ernakulam, the witness, Joint
Commissioner (ASI), Commissionerate of Commercial Taxes informed the
Committee that the department admits the observation by audit. He continued that
one third out of the total amount of additional amount to the tun€ of < 20,42,2N
and { 8,94,586 interest thereon had been realised.

61. An official from the Office of the Accountant General informed the
Committee that had the variation in CENVAT is proportionate both in sale and
purchase; audit objection could have been dispcnsed with. T.hen the Joint
Commissioncr (ASI), Commissionerate of Commercial .laxcs 

remarked that Irom
- , th" r.purt furnished from the sub ottices, it seems in the l, & L accounts both had

different rates.

C onclusion/Recommendation

No rommehts.

AUDIl. PARAGRAPH

Short levy due to incorr€ct allowance of discount

(C10, Special Circle, Matbncherry; Januory 2009)

Explonation III (ii) under Section 2(Iii) of the KUAT Act stipulates that
ony discount on the price allowed in respect of any sale where such

discounf is shown separotely in the tax inyoice and the buyer pays only
the amount reduced by such discount; or any amount refunded in respect

of goods returned by customers shall not be included in the turnoven

39s2016.



50

An assessee inconecdy excluded from the turnover, discount amounting to

{ 12.37 crurc and { 1.17 crore for the yea$ 2005-06 and 2006-07 tespc(tivcly

which were not shown in thc invoices raised by the dcaler llhis rcsultcd in shon

levy of tax of { 54.18 lakh.

We pointed out the matter to the department in February 2009 and reportcd

to the Government in April 2010. We have not received their rcplics

(December 2010).

. (CTO, Speciol Circle I, Ernakulam; November 20N)

A dealer collected tax on the entire invoice price for thc years 2005-06 and

2006-07 and subsequently allowed discount through credit notes and axcluded the

discount lrom taxable tumover which was not detected by the assessing oflicer

and the discount thus claimed was not disallowed. This resulted in short lcvy of tax

of { 39.66 lakh.

We pointed out the mistake to the department in March 20i0 and repotted to

the Govemment in May 2010. We have not received thcir replies (Dcccmbcr 2010)'

(CTO, N eilumkanilom; MaY 2009)

lnpul tox credit shall not be ovailsble in resPect of the tux paid on the

turnover subsequently allowed os discount os per proviso to Section 11(3) of

the KUAT Act.

A dealer in cement and Asbestos Cement sheet received an- amount ol

t 24.83lakh for the yeals 2006-07 and 2007-08 as discount subsequent to sale, but

availed input tax credit on the entire Puchase turnovcr instead of limiting it to that

extent. This resulted in excess availing of input tax credit of t 3 10 lakh'

After we pointed out the mistake to the dePartment in June 2009 and reported

it to the Govemment in January 2010, the Govemment statcd in March 2010 thirl

notice had been issued to the dealer to revise the assessment Wc have not receivcd

their {urther reply (December 20L0).
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Short levy due to incorrtct computation

(CTO, special Circle lI, Ernakulsm; November 2009)

Where the return submitted is with incorrect particulors, fhe ossessing

officer shall, ofter recotding reosons, reject the return with due notice to the

dealer,as per Section 22 of the KUAT Act. The M shall estimate the tumover
of reurn period and complete the assessment to the best of its judgement.

A dealer incorrectly computed the tax eligible for set off for the year 2007-08

as { 43.33 crore instead of as T 42.98 crore. However, the retum was not rejected
by the assessing authority. This resulted in short levy of tax and interest of
{ 41.65 lakh.

Wc pointed out the mistake to the department in Deccmber 2009 and

repofted to the Governm€nt in May 2010. We have not received their replies

(December 2010).

(CTO, Speciol Circle I, Ernakulam; March 2009)

Gold, silver ond plqtinum ornaments ore taxable at the rote of one per cent

up to 30th Iune, 2006 and thereofter at the rate of four per cent as per

schedules II and III to the KUAT AcL

A dealer assessed output tax on the sales tumover of gold omaments valued

at T 343.63 crore, for the year 2006-07 as T 10.50 crore instead of { 10.64 crore

whicb was not detected by the assessing officer This resulted in short levy of tax

and interesr of { 17.18 lakh.

We pointed out the mistake to the departmelt in May 2009 and reported to

the Govemment in May 2010. We have not received their replies (December 2010).

(CTO, nrur; April2009)

Section 8(fl of the KUAT Act stipuloles that a deoler in ornaments of gold,

who has commenced business during the period from 1st October, 2006 to

28th February,2007, may opt to pay tax for thot year ot one hundred and
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fifty per cent of average monthly tax. i"-urther, the compounded Lox payoble

for the year 2007-08 by a dealer who exercised option for compounding

under this clause between 1sl December,2006 ond 15th March,2007 shall

be one hundred ond lifteen per cent of the compounded tox fixed for the year

2006-07 or tox collected os per accounts, whichever is highen Section 22(2)

of the Act further stipulates thot o deoler whose return is reiected may file a

fresh return curing the defects together with proof of payment of tax and

interest on the tox payable at the rote of 12 per cent per onnum for the

period ftom the due dote of filing of return till the date of ftIing of fresh return'

'l'hc compounded tax for thc year 2006-07 of a dcaler in gold omamcnts who

commenced business on 18th February, 2007, was fired incorrectly by thc AA duc

to reckoning of turnover from the period 18th February, 2007 to 2B*r I'ebruary, 2007

as the turnovcr for one month instcad of taking this turnover as that for 11 days and

accordingly arriving at the turnover for one month. 'fhis rcsultod in short

assessment of tax and interest of { 10.12 lakh lor the year 2006-07 and 2007-08

We pointed out the case to the d€partment in June 2009 and reportcd to the

Govemment in November 2009. the Government statcd in Irebruary 2010 that the

s€lf assessment retums filed by the dealer had been revised bascd on the audit

objection creating an additional demand of { 8 91 lakh towards tax and { 1.47 lakh

towards interest and advised fot revenue recovery We have not receivcd further

repo( on recovery (December 2010).

(CTO, Special Circle I, Ernakulom; April 2009)

Interstate snles turnover not covered by declorotion in liorm C is toxoble ot

the rate of 10 per cent or al the rate applicable to the sqle or purchose of

such goods inside the State, whichever is higher as per Section B(2) (b) of

the CS'I'AcL

A dealer self assessed tax on the inte$tate salts turnovcr of { 1 crorc

as discloscd in the annual rcturn, evcn though the ccrtified accounts

reflected an interstate sales turnover o{ t 2 crore. fhis resulted in short levy ()1 tax

of T 10.07 lakh.



55

We pointed out the mistake to thc department in April 2009 and repofted to

the Government in May 2010. We havc not received their replies (December 2010)'

short levy due to turnover escaping assessment

(CTO, Speciol Circle, Polokkail; Februor! 2070)

Sale price includes excise duty also cs per Section 2 (xliv) of the KUAT Act'

A manufacturer and dealer in tread rubber, did not assess the turnover relating

to excise duty and cess amounting to T 12 08 crore collected for the year 2006-07'

fhis resultcd in short levy oI tax and interest of { 64.76 lakh'

We pointed out the mistake to the depanment in April 2010 and reported to

the Government in May 2010 We have not received their replics (December 2010)'

(IAC, Kattappana; November 2009)

'Iransfer of iight to use sny goods for dny purpose' whether or not for o

specified period, is lioble to tox ot four per cent at oll points of such

transfer os per Section 6(1) (c) of the KUAT Ac| High Court of Keralo hod

held [M/s Kreem Foods Private Limited Vs Stote of Kerols reported in

(2009) 24 VST 333J that royalty received in trcnsfer of right to use tade

mark is liable to tox at the rate of four per cent.

A dealer in hawai chappals, umbrella and school bags received royalty valued

at { 1.36 crore for the years 2005-06 to 2007-08 in respect of hansfer of right to

use their trade mark, which was not assessed to tax This rcsulted in shoft levy of

tax and interest of { 7.27 lakh.

We pointed out the mistake to the department in January 2010 and rcported to

the Govemment in May 2010. We have not received their replics (December 2010)'

Short levy due to application of incor'rect late of input tax credit

Collection of tax at o rate higher thon that applicable to such goods is

illegal and no input tax credit shall be allowed to any amount illegally

collected by way ol tox as per proviso to sub Section 3 of Section 11 reod

with Section 30(3) (o) (ii) of the KUAT Act'
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We found in the scrutiny of records in six offices* that six assessecs availerl
input tax credit for dte year 2005-06 to 2007-08 at inco[ect ratcs of tax on thc
purchase tumover of various commodities valued at { 4.41 crore..l.his rcsulted in
short levy of tax and interesr of { 44.61 lakh as detailed bclow:

Rate of taxsl.
No.

Assessment circles

Month of audit

Commodity

Assessment year claimed

Rate of tax

eligible

Short lcvy
(t)

'lumovcr

(t)

CTO, Spl. Circle I,
Kozhikkode;

September 2009

12.5

4 crorc

1.33 14.79 lakh

Afler we pointed out the case in September 2009, the assessing authority
stated in Odober 2009 that notic€ had bcen issued to the assessc€. We have
not received futher report on recovery (December 2010).

We pointed out the case to the department in Decembu 2009 and]
to the Govemment in April 2010. We have not received their repliesi
(December 2010).

1.O7

crore

Plastic

compound

2006-07

11 lakh

We pointed out the case to thc depanment in March 2009 and refrortcd to
the Govcmmcnt in January 2010, We have not rcceivcd thcir rcplies

+ 
_qTgsl Special Circle I and Special Circle U, io"triL*oau, Special Circle Malappuram, spccial
CilclF Ma(anchery Slcond Circle Kottayarn and Aftingal.

Pacemaker, stents

2005-06 and

2006-07

CTO Spl. Circle II,
Kozhikkode;

January 2009

t2.5

(December 2010).----. - - --'----T '- ---r -- i. .. -' '-l
CT'O, Spl. Circle, iEva compound I 12.5 I g+.SZ I 9.S4 lakh i

Malappuram; 
i(Plasuc compound) , 4 lakh 

!F"b:",v:ry9 iTgto?____l__ _i-__ _i __ l
We pointed out the matter ro the depanment in April 2009 and reported tol
the Governm€nt in December 2009. We have not received their repliesl
(December 2010). 

i
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1 2 6

4.45 lakh52.40

lakh

We pointed out the matter to the departnent in June 2009 and reponed to

the Government in November 2009. We have not received thet rePlies

(December 2010).

5

6

CTO, Special circle,

Mattancherry;

Jaruary 2009

Flax seed oil/
liffeed oil 2005-06

and 2006-07

t2.5 26.87

lakh

2.28lakh

We pointed out the matter to the dePartment in February 2009 and reponed

to the Government h April 2010. We have not received their replies

(December 2010).

CTO, Attirgal; lSodium 
silicate

September2008 12005-06

1,2.5

4

26.50 | 2.2s lakh

Iakh I

Aft€r we pointed out the matter in October 2008, the department stated in

November 2009 that the excess input tax claim was demanded in February 2009'

We have not received fufther rePort on recovery (December 2010)'

We pointed out the matter to the Government in April 2010 We have not

received their reply (December 2010).

Non-levy of r€verse tax

. (CTO, Special Circle, Molappuram; March 2009)

If goods in respect of which input tox credit hos been avoiled ore

irirequ"rtly utia, Srtty or partly, for purposes in relation to which

no input tai crcdit is alliwable under the section, the inPut tax credit availed

of in respect of such goods shall be reversed and reverse tax shall be deemed

b be an amount due under Section 11(7) of the KUAT Acl

A dealer had effected free sale of medicine for { 3'5L crore and { 4'05 crore

during 2005-06 anrl 2006-07 respectively and exempted sale to special ecollomic

"one 
ior { 62.04 lakh in 2006-07. Howevel proPortionate input tax and special

rebate in resPect to the above has not been assessed as reverse tax'



'i'his resulted in short lcvy of tax and intcrest of T 15.06 lakh We pointcd out

the mistake to the department in April 2009 and reponed to the Government in

May 2010. we have not rcceived thcir replies (December 2010).

. (CTQ, firurangotli; October 2009)

An assessee who had shown a purchase of { 20.65 lakh as pcr the

certified accounts of 2006-07, conceded a reverse lax of \ 17,743 only instead of

T 2.35 lakh. This rcsulted in short levy of tax, interest and penal interest

oI { 4.14 lakh.

We pointed out the matter to the department in November 2009 and rcponed

to the Government in May 2010. We have not received their replies (Decembcr 2010).

Short levy due to excess grant of input tax credit

(CTIO, Seconil Circle, Koaryam; May 2009)

As per Section 11 (3) of the KUA'I Act where ony goods purchosed in the

Stote are subsequently sent outside the Stote or used in the monufocture of
goods and the same ore sent outside the State otherwise thon by wsy of sale

in the course of interstate tode or export or where the sale in the course of

interstate tade is exempted from tax, input lox credit sholl be limited to the

amount of input tox poid in excess ol the rate specilied under the CS'I'Act.

'I'he rate of tax applicable under the CST Act was four per cent during

2006-07 and three per cent during 2007-08.

An assessee claimed input tax credit for the entire purchases Ibr thc years

2006-07 and 2007-08, even though 53 per cent oI the goods matufacturcd werc

sent outside the State otherwise than by way of sale. The input tax ffcdit availed

corresponding to the stock transfer was not disallowed, This resulted io sho levy

of tax of { 11.88 lakh.

We poiDted out the matter to the depanment in Junc 2009 and rcportcd

to the Govemment in November 2009, We have not reccived thct rcDlics

(December 2010).



, ",
(CT!O, Speciol Circle I, Kozhikkoile; Sep|3mber 2009)

A dealer claimed input tax uedit for the entire purchases for the year 2007-08,

even though 8.40 per cent of the total sales turnover relates to consignment sale.

The input tax credit availed conesponding to this turnover was not disallowcd.

This resulted in shon levy of tax and interest of T 3.82 lakh.

After we pointed out th€ case in September 2009, the assessing authority

stated that notice was issued to the dealer. We have not received a reoort on

recovery (l)ecember 2010).

We reponed the matter to the department in October 2009 and to the

covernment in April 2010. We have not rec€ived their replies (December 2010).

Incorrect computation of prcsumptive tax

(C'lO, Seconil Circle, Thiruvananthopumm; February 2(ng)

As per Section 6(5) of the KUAT Act, a dedler whose total turnover for a
yeor is below I 50 lakh, may poy presumptive tax at the rote of half per cent

of the tumover of taxable goods insteod of poying tox under sub-section(1)

of Section 6. However, as per Rule 17(31) of the KUAT Rules, where a deoler

who hos opted for payment of presumptive tax is likely to become ineligible

for the poyment of such tax, such dealer shall intimote the focts to the

registering authority ond he sholl be liable for payment of tax in accorlonce

with the prpvisions of sub-section (1) and (2) of Section 6 fiom the day

following the doy on which he hos become ineligible.

A dealcr inegularly paid presumptive tax for the entire sal€s tumover

of < 77.20 lakh for the year 2006-07 instead of paying presumptive tax for

the tumover up to t 50 lakh and at the specified rate for the balance turnover of

{ 27.20 lakh. This resulted in short levy of tax of { 4.45 lakh.

After we pointed out the matter in March 2009, the depanmcnt stated in

October 2009 that the assessment was rcvised with an additional demand of

{ 4.45 lakh and the assessee had paid an amount of { 94,976.

After we reported the matter to the Govemment in March 2010, we have not

received their replies (December 2010).

395/2016.
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SALES TAx

Short levy of tax due to incorr€ct €xemption

(CTO, Special Cbcle II, Ernokulam; November 2009)

Teo sold under brond nome registered under lhe Trude and Merchondise

Marks Act, 1958 is liable to be taxed at the rate of eight per cent as per

S€cfion 5 (1) of the KCST Act. However, the tox payable on branded tea

under this item shall be reduced by the amount of tax paid on unbranded tea

in the Statd.

An assessing officer finaliscd the assessmcnts of a dealer engagcd in
public distribution of provision, consumables ctc., Ior be ycars 2001-02 to

2004-05 in December 2008, exempting the sales tumover of tea sold under the

brand name 'Sabari' valued at \ 72.92 crore. 'lhis mistake resulted in shon levy
o{ tax of { 2.39 crore.

Aftcr we pointed out the mistake in November 2009, the assessing oificer
stated that Section 5 (2) of the Act specifically excludes manufacturetl tea from
requirement of treating sale by brand name holder, as first salc in the Starc. I'he

rcply is not tcnable as tea manufactured and sold under brancl name is specilically
excluded from Section 5(2) and hence is governed by Scction 5('l) of the Act.

We pointed out the matter to the department in December 2009 and reportcd
to the Govemment in May 2010. We have not received their replies (Dccember 2010).

(CTO, Haripotl; Morch 2009)

Where o sole of any goods in the course of interstate trade or commerce hos

either occasioned the movement of such goods ftom one State to another or
has been effected by a transfer of documens of title to such goods during
their movement from one State to another, qny subsequent sole during such
movement {fected by o tronsfer ol documents of title to such goods to the
Governmenlregistered deoler shall be exempted from tax under Section 6(2)
ol the CS'l' Act.

The AA finalised the assessment of a dealer in paper for the ycar 2004-05,

exempting the sales turnover of papcr to Government Depaflments for an amount
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of { 2.94 crore feating it as sale in transit' However, we found that the sa]es to the

Covemment Depanment were rot effected during the movement of goods from

one State to another. This resulted in shon levy of tax of { 13.39 lakh.

After we pointed out the matter to the dePartment in April 2009, the

dcpartment stated in January 2010 that permission of the CCT to

reopen thc assessment had been requested. We have not received further reply

(Deccmber 2010).

After we reported the matter to the Government in November 2009, we have

not received rheir reply (Decernber 2010).

Application of incorrect rate of tax

(C'IO, Special Circle, Palakkail; February 2009)

Tox payable by o dealer on the interstste sales turnover of declored

goods, not supported by decloration in Form C shsll be calculated at

twice the rate applicable to the sale or purchase of such goods inside the

State as per Section 8(2) (o) of the CS'I Act. The rste of tax applicable on

' the sale of cotton yorn was two per cent plus AS? at 15 per cent as

per the KGST AcL

A dealer in cotton yarn disclosed the interstate sales tumover of conon yam

not covered by Form 'C' valued at { 6'32 crore and { 136 crorc for th€ years

2002-03 and 2003-04 respectively in his annual returns However, the AA finalised

the assessments applying the incorrect rate o[ tax at two per ccnt and one per cent

respectively instead oI four per cent plus AS'I" This mistake resulted in short levy

of tax of { 21.33 lakh.

After we pointed out the mistake in May 2009, the dePartrnent stated in

August 2009 that the assessment would be reopened after obtaining permission

from the Commissioner of Commercial Thxes' We reponed the case to the

Government in February 2010. We have not received their replies (December 2010)'
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(CTO, Special Circle, Kannur; Sepaember 20Og)

Umbrella ond pars thereof, oit paln kernels and u]ater are taxable at the
rate of eight per cent as per Schedule I to the KGST- Act.

An assessing officer finalised the assessment in January 2009, ol a dealer in
umbrella etc. for the years 2003-04 and 2004-05 assessing rhc satcs rurnover of
umbrella valued at { 1.37 crore at thc rate of four per ccnt instead of al lhc corrccl
rate of eight pcr cent. This resulted in short levy of tax and intcrest of T 7,35 lakh.

We pointed out the matter to the department in October 2009 and reponed to
the Covernment in May 2010. We have not rcceived their replics (December 2010).

. (CIO, Special Circle, Koatryam; November 20OB)

An assessing officer finalised the assessment of a dealer for the year 2002-03
assessing t]le sales tumover of oil palm kernels for t 59.28 lakh at the rate of
{our per cent instead of at the correct rate of eight per cent. 

.l-his 
rcsulted in short

levy of tax of T 2.73 lakh.

We pointed out the matter 10 the department in Irebruary 2009 and :

reported to the Govemment in september 2009. we have not received their renlies
(December 2010).

.(CTQ, SWciaI Circle, Matuncherry; December 2008)

The assessing officer finalised thc assessments of a manufacturer for the
years 2003-04 and 2004-05, levying tax oo the turnover of water purchased lrom
unrcgistered dealers at lhe rate of {ive per ccnt instcad of at thc corrcct rate ol
eight per cent. 'l'his mistake resultcd in short lely of tax oI { 2.i10 lakh.

We pointed out the mistakc to the depanment in lrcbruary 2009 and .l

repofted to thc Gov€mment in May 2010. We have not receivcd their reDlies
(December 2010).
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(CTO, Special Circle, Mat/r,ncherry oa Alwa; December 20Og)

lnterstate sales turnover not covered by declsration in Form C is taxable ot
the rste of 10 per cent or at the rate applicab[e to the sqle or purchase of
such goods inside the Stote, vhichever is higher cs per Secrion B (2) (b) of
the CST Act. Spices oil and essences are liable to be taxed qt 12 per cent

plus AST os per Schedule I to the KGST Act.

The fast Eack team* finalised the CST assessment of a dealer for the year

2004-05 in November 2007, incorectly assessing the interstate sales tumover of
spices oil and essence not covered by declaration in Form C at the rate of
10 per cent instead of at the conect rate of L2 per cent plus AST. This resulted in

shon levy of tax of t 2.68 lakh.

We pointed out the mistake to the depanment in February 2009 and

rcported to the Govemment in May 2010. We have not received their replies

(December 2010).

Short levy due to incorrect computation

(CTO, Special Circle, Kannur; September 2009)

The assessing officer sholl check oll calculations and credits given in sn

ossessmenf os per the instuction issued by the erstwhile Boord of Revenue,

An assessing officer finalised the assessment of a dealer in rubber for the

years 2002-03 to 2004-05 in Septcmber and October 2008 and ioconectly

computed the purchase tumovcr of latex used in the conversion of field latex to

centrifuged latex, valued as { 2.71 crore instead of { 4.02 crore. this resulted in

short levy of tax and interest of { 28.16 lakh.

We poi ed out tie mistake to the depanment in October 2009 and

reported to the Government in May 2010. We have not received their replies

(December 2010)

* A team of assessing officers constituted by the CCT under section 17(q of
the KGST Act,
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Ihrnover €scaping assessmcnt

(C'IQ, Special Circle, Koltayam; November 2008)

Scrap rubber is taxable al 12 per cent os per Schedule I to the KGS'I Act.

[lowever, tax at six per cenl is levioble on rubber purchased by rubber bosetl

industrial units in the Stale. .
'fhe fast track authorities finalised the assessments of two dealers engagcd

in the manufacture and sale of rubber products for the years 2003-04 and 2004-05

in May 2007. Wc noticed that they did not levy tax on the intrastatc purchase

turnover of scrap rubber valued at t 97.13 lakh. This resulted in shon levy of

tax of t 6.70 lakh.

l'ly'e pointed out the matter to the department in February 2009 and reported to

the Government in July 2009. l'he Government stated in November 2009 tha( thc

asscssments were rcvised in October 2009.

lAudit Paragraphs 2.12.10 to 2.12.20 contained in the lleport of thc

Comptroller and Auditor General o[ lndia for thc year endcd 31 March, 2010

(Revenue Receipts).1

Notes rcceiv€d from Govemment on the above Audit Paragraph is included

as Appendix II.

62. The Secretary, Taxcs Dcpartment submined that the case in which shon

levy of { 39.66 lakh in the C'IO, Special Circle, Mattanchcr.y is pcnding beforc .
the Hon'ble Supreme Court.

63. Regarding th€ 'Shon levy of tax and interest of { 41.65 lakh in ClO, :

Special Circle II, Ernakulam, the Secretary, 'l'axes Departmenr submitted that the

appeal filed in this regard was pcnding beforc the Courl.



o-t

64. ]b a query of the Committee, the Secretary, 'I'axes Depanment informed

that the assessement in respect of M/s Joy Alukkas was modified and collected an

amount of T 77,92,452.

65. llegarding the case in CTO, Tirur, the Secretary Taxes Department

deposed that the dealer had remittcd 307o amount of. the total demand and the

appeal in this regard was still pending.

66. lb a query oI the Committee the Secretary, Taxes Departmcnt informed

that the case of the manufacturer and dealer in tread rubber in CTO, Special Circle,

Palakkad was also pending for last six monlhs and he added that since thc

dealer enclosed excise duty as other income and hcnce interest accrued. fhc

Committee directed the depanment to verify the matter and preparc revised

assessment urgenuy.

67. Regarding th€ audit para$aph, 'Short levy due to cxcess grant ol input

tax credit' the official from the Office of the Accountant General invited thc

attention of the Committee over the fact that the reply of the DePartment was not in

conformity with the clarification of CCT dated 30-8-2013. The Committee

observed that the dealer had availed input tax illegally and directed the dePanment

to revise the assessmenl.

68. 'fhe Secretary informed that the appeal in this regard was pending.

69. fo a query of the Committee the Deputy Commissioner (Gcneral),

Commercial 'lbxcs Department submincd that Scrap rubber is taxable at 12 per cert

as per Schedule I to the K.G.S,T. Act. flowever tax at 6 per cent was levied on the

rubber purchased by rubber based indusuial units in the State. Heoce the above

case was rc-examined and demanded for additional tax Against this, the assessee

obtain order that the item purchased was Hawai waste powder which is taxable at

1st sale point and the assessee had been paid tax for the purchase. "Ihe committee

acceptcd the explanation.



u
Conclusion/Recomm€ndation

70. The Committee directs the llbxes Department to reassess th€ case of

tJlc manufacturer and dealer in trcad. rubber in Ct{)' Special Circle'

Palakkad. .

71. 'fhe Committee demards that a rcPort detailing the Prtsent status of

the pending cases should be rnade available to it at the earliest.

DR. T. M. THOM^S ISAAC,

Thiruvananthapuram, Chairmon,

18th llebruary 2016. Committee on Public Accounts.
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APPENDIX I

SUMMARY OF MAIN CONCLUSION/IIECOMMENDAIION

st.

No.

Para

No.

Department

concemed

Conclusion/Recommendation

1 2 3

I 'Iaxes The Committee analyses that Govemment would incur

heavy loss due to the abolition of entry tax, since Kerala

is b€ing a consumer state, So it recommends to check

the feasibility of reintroducing entry tax in Kerala after

complying all the proccdurcs for doing so.

2 16 The Committee direcr the '[axes Depaflment to furnish

a detailed repon on the ef{orts taken to enhance the tax

collection incorporating the details of latest position of
receipt per assessee and also collection of arrears after

completing KGST assessment.

J 17 The Committee was at a loss to note that the amount

recovertd towards arrear is meagre and directs to take

necessary steps to recover tax at least in accepted cases.

18 The Committee demands tie Taxes Department to

submit a repon with depanmcnt-wise details of tax

affear categorising whether the amount is recoverable or

[ot, to it at the earliest.

19 The Committee uryes the 'lhxes Dcpartment to furnish

year-r,vise statement detailing the arear to be collected

and the anear collected out of the cases accepted try the

deDartment.

6 20 The committee recornmends that the internal audit wing

in the Department should be strcngthened and steps

taken in this regard should be intimated to the

Committee.

395/20r6.
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2

ir;B'22

2l Taxes The Committce observes that evcn though the nistakcs

pointed out by the Audit regarding tax affcar wcLe

accepted by the department, it still recur. 'fhe

Committce admonishes the fhxes Dcpartmcnt lbr the

lackadaisical attitude io this regard and recommcnds

that departmental action should bc initiated agairlst

supewising officials who commit similar mistakcs.

f'he Committee urges thc laxcs l)cpartmrnt to takcj

camest elfort to vacate the stay grantcd by diffcrent

authoritics in a time bound manncr and to recovcr the

amount due.

'l'he Committee evaluates that the prevailing practice of

cxempting the value of material supplied to the

and M/s Sobha f)evelopcrs and settle crrors il any found

at the earliest. It urges thc'lixcs Dcpanmcnt to {umish

a report on the sleps takcn in this rcgard.

The (lommittec opines that sincc an amount oI

{ 2.14 crore, the total CIF value of imporrcd materials

was incorporatcd in the works contract in thc case of
M/s Leighton Contractors, it was taxablc. So it dcrnands

that the Taxes Departnent should exiiminc the matter

and {urnish a rcport in this rcgard.

10 32

1I
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Regarding the audit objection on thc exemption granted

in the supply portion lead to a shon levy oI { 6.70 crore,

the Committee recommends to asce ain whether good

trans{er was ca ied out by the awarder or the contractor

and to take appropdate action to rectify the mistakes,

if any, noticed on scrutiny.

fhe Committee directs the llues Department to furnish

a repon detailing the present status of the case of short

levy o{ { 9.21 crore at the €arliest.

The Committee observes that traders followed the

practice of tmnsponing PVC door units under the

classification of PVC profile and thereby escaped frorn

paying tax at the required rate. The Committee views iti1
i not tenable and recommends that thxes Depanmcnt

I I ] ]rnould takc necessary steps to curtail such kind of tax
lll^..^-,^-
!I - I - I -- -
I 15 I 55 l , JWith regard to the tax realisation at 4o/o for the branded
l

i I litem 'new supari', the Committee demands thar 'lhxcsi11iI I lDepartrnent should rc-examine the case and repon. 
i

'; i ; ] : F ;;;* -"'*."',n.i.l*" ; ;;*,|
I lcategorised as fresh, was oncc exported and returned ]

i I I anrl reprimands the Taxes Department for the slothful I

I i lottttua" .o-."oting thar they should conduct physical 
I

i i jverification of items while inputting tax rather than 
I

i i irelying on the statemcnts liled by the cliens. It exhorts 
I

i,--- - -s.k::3:qlIT:Te'ii-::1'lt:'"*"E:l-!l
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1 2 3

77 57 'faxes The Committee uryes the faxes Depanmcnt to furnish

the present status of the RR proceedings taken against

Canteen Stores DeDartment.

1B 70 The Committee directs the 'laxes I)epartment to

reassess the case of the manufacturer and dealer in tlead

rubber in C'10, Special Circle, Palakkad.

19 7l The Committee demands that a repon detailing the

pr€sent status of the pending cases should be made

available to it at the earliest.
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APPENDX II

NOTES RECEIVED FROM GOVERNMENT

- Aetio!1 ta.ker Not;s oa C&, AG'6 Reports

{4, COMMERCIAL TAXES

(b) Subject/Titlc of the Review
Paragraph

Short levy due to Tumover
eacaprng assessmenr, ,

Paragaph Nd. 2.t2.t.1
Rcport No. aIId Year C&AG report ended 3f.3.201O

It {a, Date ofr€c€ipt ofthe DraIt
Para/Revicw in thc D€paidrcnt

22.6.tO

Date of DepartrDent's Rcply 28.8. r0
III

Cisr of Paragra,ph / Review
KSEB an a$essee who iE the
awatde! of vadous work conltectal
supplied satedale to thc
coatractols for et€cution in thc
*orks conEact. The lalue of
matclials so suPPlied I|€s
deductcd frorl the b r of. thc
cbntracto!. Howcver it wa8 found
tbat th€ 'valu. of matcrrals
arnounting to Rt.l87l 6l crore
supPlic4 by thc asscssee fot t}lc
yeat 05-06 to 08-09 was not
subjected to tax bY the asse36.e.

Ttu6 dcfect was not detcctcd bY tbc
qssessing autbority which re3ultcc!
in shrrrt lcw of ri].x and itrter€st of
Rs.274.24 crore.

IV {4, Docs thc Department agree
with tlre fact6 snd igurcs
induded in rhc p+raaraph?

No

{b)

Il Dot, Pleasc indicatc stcas oI
djsagr€cEent atrd also attactr
copics of televsnt docqmcnts m
suPPort

Th" tnalds.l" suPPIed to thc
cortractolB ate calculatcd at thc

Purchas€ cost i€., at dre cost of
acquisition of meteia.ls Herc€ tl.'e

OPT duc on t]tc materials suPPlicd
to tlte cortractors will bc eractly
thc saae amount of IPI cligibL fot
credit. Thele is no clcment oI prcfrt

in the supPly of '8oods. io
q)nt actofs, Thc entite purcrlas'



70

b.en 'rnfi;;- bl; iia
assessrag authonry rn tbis regard,
and found that th€ d€a1er rs
eligible for IFI to$ards local

Does the Department agrec
$ith th€ Audit conclusions?

areas oI disagrceocnt with
r€asons for disagree@€nr snd
also attach copies of relevanr
docum€nts u/her€
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ReE ed.ial action t&l:\D

ta,

lrDprovement in system
and plocedures,
including intcrnal
controls.

The asscssmenr for the four yeas u'cre
under secuon 25 of the KVAT Act 2OO3 crcating
sdditional demard as per Proce€dings dat.d 14.5.lO aE

No

Tax end

to addl. Paid Balsnc.

I 2005-06 366582s40 Nil 366s82540
2 2006-o7 44542?754 Nil 445427754
3 2007-oa 655171875 Nii 655r7rA7S
4 2004-o9 l37al20a9l NiI 1378120891

Slouthl atld the Chief Engbeer

ln rgsponse to the Proceedrngs dai€d r4.5.1O, th€ I(SEB
approached the Hontl€ Higb Coun of Kcrsl& The
Horble High Court of Kerala set asid€ th. lour
asscssment vid€ judgmerr in WP(c)n"o.17470 of201O{CJ
daied 76 Jun€ 2010 with direction to ploduc€ thc booka
of accounts Bnd other oaterials on record before the
assessing authodty within two Eonths ro fi.dali3e the
assesallert. Notic€ has been i€sued by the a$essing
authority to t,|€ assess€€ to prodlrce the books ot
accounts in order to trna.Iizr the fiDa] assessmqnt in
accordance with La\\. as directed by the Hortle High
Court.

Accordingly, the dcalcr/essessee had produccd the
books of account a'rd coDnected rccords b€fore the
asscssing authority and fled detailed rcply or the
objccdon laised by the Audit tn thjs rcga.rd

The AccouD(ant Ceneral {AudIJ hact poiored oJt
that the asBessee had effccred purchaae of meterials
aJrd equipments required lor capital ard daiatcnance
workE to the tune of Rs.1,871.61 crores foi the period
ftom 2005-06 to 200a-O9. But these purcbascs arc nol.
made by the asscssee a.looe. Purchases 4entioned in
tbe Audit Repon was the totrl purchases made by the
officers withi. the jurisdiction of the Cbief Engnrcer
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pri$a faci€ trot corrcct

The argueent oI tbe Audn is that the valuc of
Elatenals supplicd by the KSEB wer€ mcluded in the
total value of v,'o.ks a.'|d the value of materials so
supplied was dcduct€d by tt|e awsrder from the bills of
th contactorq, but the tumover had not rellectcd m
the total tumovar of KSEB. Facfirally thi6 is not correct.

The assesa€€e ie. KSEB has its o*ar staff; cerlain
works relating to transmission and distribution are
ca.rried out by th€m. Rest of ihe work6 .elat€d to
generatidn, distnbuuon and tta-nsmission ate given aB

labour contract. Ownership olgoods u6ed in thc works
r€main inth KSEB p.idr to execution oI work snd
subsoquent to it. As therc is no transf€r of FoPcrty rn
goods used in €iccution 9f wo.ks, therc ia no salc or
decmed sale by KSEB to t}te contactol a.rld vice vetsa.
Thercforc thcre b no tax liability.

Liability to tax es provided iJl Rule 912H) of the
KVAT Rules arises only in cases where thc co6t of
matcrrals arc supplicd by the KSEB gnd that is
deducted flom thc paymcnts made io thc colttractora.
Here tle contr:acts 4re all purely labour contracts ln
cascs wh6rc matcri.als arc supplicd by thc KSEB, thc
tolgl c.ogtact amoulrt i6 fixcd cxcludmg the value of
oatcrials suppUcd b[' KSEB in lhc tender.

Rule 9 o{ ft€ KVAT Rul€a do not cr€ate a'ly
charAg by its€U. Chstaing scction in the KyAT Act do
not provide any liabilty to tax on the matcrial
Durchascs for "o\rn us.",

, Atso ahe other fact of the case of KqEB is thai,
matcrials such as cement. stcel, Asbestos ctc arc
purchased by KSEB aft€r Paying ralr flom VAT dealers
\dthin thc Sl-src. The suppliers arc issuing invoice8 rn
Fors No.8/8A 3nd thc.efore the asse36.€ i6 eliSiblc for
input tax credit in respect of the 1ax paid by them on
the purchas€ ofmeterials 3uPplicd to the coflltactors

'' Tiri total value of oareriak putcbascat froE local
registcred deal€rs sum as fouows:

' -lp-994SCs!9r92005-06 R6.7 crores 1.39 clorcs
2OOGO? Rs.6.O3 ' 1.69 '
2007-oa Rs.3.5O ' 1.30 "
2003 09 Rs.9.l5 " 2.26 "
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r'

I
j

I

I

I

l. "E ai;(' bc ;otc.d tt at *r. rrateriats s,rppti..a :

lo lhc c.ura!:ldrs are calculated at thr purchase cost,
ie-, a1 di. .ust ol dcquisidon of marerials. Henc€ the
OPa due o. thr Barerials supplird 1o t|e contrators
wil be ejtacdy ihe salne alrount of lFr' eligible for credit. I

Thcre rs no clemert of profir ln the supply of goods to i

conlractors. Th€ entirc purch:r$ brlls had bceD verificd
bl the assessrig authodry in tlis regaJd, a.Ild found I

dral the denler is eugiblc fof lPf lo*ards local
purchas{:s Herce. ther€ was no escapcm€nt ofl
:un,ovcr ;," dlrlcd ii rh( audir

i(ci

Reco\iery of
overpaynenr pointed
out by audir
Recovery of under
assessment, short lel]y
or other dues

schem€/projcct in th€
light of findings of saarple
ch€ck by Audit lndings of
sampie ch€ck by Audit

(d) | schemes artd prosraEaes
hcluding fmanciDa

395/2016.
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Action taken N o r..S!,9 n-ggtlic,s Reports

Paragraph No-

Dc;larrrnel rt ( ( i j,4 tvt F_RClAr 'IAXLS

2.t2. i .2

i l.at lo

15.12.11 iii. ";nt-i;r";i;'i1L rh. "";ftr
D.rtc of DeparEnen!'s RepiJ,

Gist ol Par'agraph./ Re! j. \ ' accounts of nDr as*'ssees irl
L'TOS Works Conuacr, EDaLulam
arld Tirrissur werc rerifieci aircl
Iound th?rt the assessees had
rcrumed consider,ibly lesser
turiover in thcil dnnual rerunl
ihan thdt drsclosed iD alnual
accounrs. Furtlrer, rhe assessees
did nor limir the e.\€mption
claim.:d to 1]ie eiiCiblc lturits. These
delecrs q,ere noi det€cted b"v re
assessing authoritres $hich
resulted ur short ]erl' of tiL\ .mcl
inter.st ol Rs.l?.22 crorc.

columD VI(al

\a1h the Audir coEclusions?

arens of disagr€emenr with
reasons for disaglee[lctrr and
dso attach copres of rcl€vanr
documcrlts *,!Iere

DarE cf recdpr of rLe
C&, A() TeDort cnded 3i.3.?O10

Lh€ Dcoafiment atsreE
uith the lacts and figrrrcs

{f,

(',)

IJ not. Pleasc indicate are s of
disagleemerlt ard aiso aat:rch
copies ol relevant docurtrents r:r
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7lt

Remedial action ta!:en

lllrPfovernent ur

procedures,
including internal

The ! dll obie:tioD is, whne veii4ilg the ar]nua.l rcntnl
v,'ith the arirlual a.courrts i1 $'as touDd that th€ assessees had
recum€d ,r{rsrd.r Dii 1clser ruruovcr LD thcir !L'1r)ual relunl
thaD dsclr.sed !r drlnual accounts. t'unhei the aNsessec did
not Iimit th. exli:lpljirr clair ed, to the eligilrle lim{s

In e light ol audit, notice uls 25 {}} of 'lic KVAT Acr
was r$sued to the dealer for thc year 2006-07 incorporating rhe
defects poinlcd out in t}Ie Audit enq\iry On rec€ipt oI rhe
l)once, the dcaler filed re\ised audit report in 13 & r3A with
explanation that total contract receipt received up to the
pervious ycar has beeD wronsly shoq.n as receipts during the
year. Since r.here is no provision undcr thc KVA'I act to accept
revised Audit Repo.r tlr€ same was rejecrcd. Aggrreved by the
sa'Ee, the deaier filcd lffP (c) before dre Hon'bl€ High Court of
K€rala and in the judgBent in WP lc) No. IO92/2OIO dated 13-
l-2210 rhc Hon'ble High Coun dirtclcd tc conside! the revised
Audit Rcport 6led by dre dea.ler

M/s. Naepual Bdrders - 07-08
The Audit E quiry is that as per annu€l relurn liled lbr

the year 200?-08 the total coniract rccipt is disclosed as
Rs. 13,03, 16.080/- *'hereas as per Forln 13, 13A ir is shown as
Rs. 30, 36,29. 429/- The difierence is 17.33 crores. trioreover
$e labour exemprion claimed is €'xcessive.

When thi! aspecr was b.ough! !o the notice of lbe
sssessee, r.he dca.lcr rrplied rhat rhe a-rnount sr,own in dr; Audir
Report i.e Rs. 30,36, 29, a29,/-is inclusive ol O)€ lurnover up tc,
31.03.2OO7 amountLr4 to Rs. 17.33, 13, 349/- i.c inctuding fie
tu.nover ior 2005-06 ard it ysas a cleical nisrale

l\movcr up to 31.03.2007 Rs. i7,33,13,349.00
Turnover dudng the ycar 2oOT-Og Rs.13.03. 16.080.00

Total Rs.30,36,29,429.0o

The 3ssessee has re!-ised Form 13,13 A showing th€
coEect lccejp! lbr the year' 200?-08. As per lhe relised Folrn
I3,l3A Parr V, item No. 12 Tolal cortraci receipl durlrg Lhc
ye!. is Rs. 13,0:1.16,o8C/ . The Hoi'blc Hieh Coun oI Kerala il
jlrdg.ar€nt in WP (cl No. rO92l2OlO dared l3-01-2O10 has
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The co,rlenti$' of fte asscsst. is correct. lr rs onlv a
cl€rical rnistaln . lost.ud of writir)e the conirad aroourt duritg
Lhr yrdr. ti . r.r'rr,'JLr!, r'c,eiDI ul- to3l U.J-2U!,8 rs flcrruoned
in the lu$! i{ey)fl lhr,rs instead of Rs. t3,03,i6,08O1- the
cri:ntrlliti\ie receipl ol Rr. 30,30,29.429l'- wzis \\'ritt€r.

It js ru bi nor.:d ilf.i atong rliti1 tlle original Form l3,l3A
h'ofit & lrss accounr has also becn t eC bv tre ?tssessee on
3l-lO 20ur. rn Lhr llror.i & Loss .lccouni {Slhcdule ll Lhe

tu.nover is shd\e Rs. 13.O3,16.Oa0/- lyhich is dr., cotrect
turnovcr 'ftrc actual cceipt during the y€at rs only
Rs. r3,O3.r6,0a0/- The assEssee relised the.ludrt Report on
25-ll-200q a4d lras ftrrniohed copy ol rcvised Audrt reporr.
The Hon'ble lligh Colrrt of (erala ln WP {c) No. 1092/2010 also
has dirccted io consider the re\iscd Audit Rcport.

I

I

Regarding fie labour expeDscs. the assessce has
complete accounls r€garding labour and other expens€s
incurred ibr dre uorlr. As pcr Rule 10 (2) (a) Labour chsSes for
ihc execudon oI worli, charge lbr plrirlning dnd desigmng aDd
uchitech {ec, charecs {or obtaiurr. on i-Iile or otherscse,
rnaclunery and tools used for the exccution of rlle works
contract, cnst of consurabies. cosL of cstablishmerrt and
overhead cbargcs, prolit eanled b\ tire dealer lo lbe exlcnt it is
relatablc to supp\' of l?rbour and services will have to bd
deductcd ior arrivirra rhe ta{able tun}oler from the coDrracl
value. Thesc expcnEes are duly stpponed bv books of
accouors. Thi labour cxpenses dairDrd (R!. 1' ,32,97 . 929 i) is
supportcd with book ofaccounrs

rts per the proviso ro rule 10 2(bJ \rtrgre lrrulsier value rs
not ascertainable ftom rhc books of accounts of thc dealer or
wherc dre dealer has rot maintained r.my accounr Ure taxablc
rurnover shaU b€ coDputed aiter dcdvcdng labqrlr and otncr
charges at 25 'l; of the coDtract. Tlis plolision is nol applic.rblc
:n this case siDce ihc assessee is ftruntaininc resutar books oI
d.counLs d1d rransl(r vdlu( is .rsc (r t:u\ablc ' urd arl hc
deductiors de properly supported rJy accounrs.

ln $e circuEr$tanccs. rhe Audi! ObJectl(xr is [ot

?.

3.

Yasoragl Buildcrs Ernal$larn 06-07
Yasorarn Blilders e'na-kularD - 07-08
Sdlrthalr hrvrstmrnts - O5-06
Scruther! in\'csunenrs - 06-07
M/s. sorithel'l hrvcsrmenls 07-0t,
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i

-t?3t i

I

.LL
i

lruertnct I I

tl-:!1d .i j

Value,
{Exdudn]g

'fhe Subject matrer oI above 5 cases a-re oDe ard tbe

The Accountant General consrdercd the bral t€c€ipt,
wldch lilas inLlusive of }and vatue, as thc total turnov€r of t}e
assessee for chargin8 tax at thc conpoundrng rare u/s a snd
hLalc( tltereby resulted in th. uudrt obJcctlols

Land is all i$movable proper q-. S'r-le of ilrrmov'bre
proocttlrs arc nol ('ovcred under tht Srlc of Coods A'! a_nd

irai i. ^"t leviable on thc sale of iourovable broperties
Withoul :r ttansl-€t oI proPerty itr Eoods being nr\rclved *r€re
cruld be l'lo l(ty of VAT m relatron r') Wurks conuact ln rhe

case of execution of \{'orks Conttact' tax is le\iable on the basis

of laxable turnover. PalqDeEL of ta\ at thc comPounded tare u/s
8 is to be pa.id oD tl'e whoie amount oi cqnuact Toial coltracl
armunt e;visaPpd thd total tunroler. As per secrion ?' thc
tumovcr is defin.d as the a8grcgare turnover il1 'I 

goods of a

dealer at aI ptaces of busincss iD thc state wbethet or no! tr]e
s,hole or a.1y Portion of such tumoler is liable to tax Turnolet
nearrs thc ;gttcgate ar$omt tor which aoods are eirhcr boughl
or sold or dirrituted by a dealer eirher dfecdv o! through
mother, whe*I.r for casb or for dcfcncd pAJ'Eent' Thus it rs

clear thal the total onrover is rclated to Aoods or movable

riroDertv aral va.lue oI inurovable properry is no1 included ii th€

ietrnition of turnover. The usage in scctiofl 8 of whole contract

.:rDouni carisages only the rurl!o]'c! rehlect wilh movable
p.r,perty. r^mo":aUr. pt;pcrty is absolutcl] outside the 'rn]jit 

of l

i"ri.'.,'.. s-*. ,r'. rolue oi tana ilcluoed rv rhe Contracto! in
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'i,iroj3 cotllfrct anour)t rceil€d or:

'Ihcrelore v3lu,: ol tr.D(l is irablc 10 be excluded hom 1.ire
tunroler ol ccn'?d elcn ,l the a6sessee had oDted oAylrrcnl ot'
Lax 31 rhe c,,n.pr,uuu,:4; .{, d/s h tor whole .;"Lra.r'arnou"r.
In the circumstrnccs, rhe .udir obiections rascd in &c abovc 5
cas€s arE incorrecr, ald tnerefore. rlo1 sus(inable

4. M/s. kfra Housing (P) Limited - TIN 320'1 2O71634 /2006-07

Dutbg thc f aocial _ved :]006-07 lhc ass.ss.e had adoptcd rde
Percentage mctrqd to reco8niz rcvenut and cos.s as per the
guidelines issued by lnslitute of Charered AccouDlanrs of tndia
(]CAI)- 

. 
Durine rhe perurus ),ear rhe filethoat adopred was

compietion mctho.i undcr q,hich rrvenuc aqd cclsrs were shori,Il
ilr the stattm(nt'oi pro61 drd toss ody oj rllosc pr.ojecrs which
w€re completed during rhe rcspecrive years. Sinc€ the
percellage ol comp]eliori dethod was intloduced for *te fu6t
timc during fnancisi yerir 2006-07 thr revL,nue was .ccognizEd
on a cumularive basjs ic 1.om th( srfrinA ot (he projccr upto
3l- Msrch 2007. . Tiris revenue rccogDized 1\as shos,n as
Contract 'Reieipts irl rhe sLatemenr oi pro[! and toss
C,onpany Bur the leceipts from clients hale b€eD subj
KVAT as andl$fien il \Es received dururg rhe prcvi.,Lrs vea

Del4lllslptgiee!].4srqcrlpG

Ilroject

Rc(fiprs

01-04,06

duling tlrc
ycal

2006.i)7

Total

uplo
3 )-03-07

Square 517768q4 9043AO 50n725r+
8rrs8zs9 -

5260009 a651rt7r,
lnGa Hilocku' 55u94t I r 252477 55346588
lnfra Ha.Driin
Infra Gtilant

2476a590 20544899 49353489
5t ir3l!8 7665142 5943a47t)

Splendour 197142)5 441t6204 93430409

-Eelqsberg-- -l
I1247a36 368+7879 44095715

90276976 90276976
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23156 i0
r il0;6

It' \.nue rcccsrdrrll j! pr-r p.xc€rtaae lrrethod as per sta|enl(nl
oi )rof:1 aDc loss a.(,u,ll dirrnrg rhr ycd 2O05-O7.

!Ia"n 0 7243440 5764+35: h4927792

o 9349258 3b301835 45b51093

t7519700 6b2429|a0 . A3762630

190rJ3920 r56r 4353 :i4\i22273

IrrIra o 1342s270 9.19+6.26 r ro7775331

Toial o 66945588 2697 53731 3367393t9

Thc reccipls lro[r clicnts has been la-\rd accordirgl) as
aud ilhcn il was Ealized Thesc receiprs docsnl halc a-ny De\-us
10 Ure rer,€luc rcoglli'/t'd as per Ore audited profir aJld loss
arcounr during tl,c yet 2006-07 uDder thc percertage melhod
as per guideiiDes issu€d nr AccrlunlinC Stlrldrld - 7 issued Lry

the lnstitutc of Charte*d AccolrDtaDts ol lndra LTCAI).
Thereforc rec€ipts during the irn:lllcial rear 2006-07 has been
iLu\ sut,rct LU tnr dd theft hns brrrr n! estdpeD(irI ol
tumover or short le\,y oi iax ,

M.i s. Infi-a HousinE lPi Ltd - TIN 3207207163a/2OO7-O8

Duriig the fDancial ye.l] 2OO7-O8. thd asscssee had
p:!id VAT under the asscssmenr mcthod @ 12.59n on ProJecrs
thal were starbd afrer OI-O4-2O05 . 1n case of those projects
stated belbre O)-O4 2005 VAT was mtlpured under
compounding mi&od @ a% undet Sectrolr 8 (a) (iijl.

Durnrg the tura.rcit'l I'ear 2007 06, lhere \\et€ 9 oDgoing
prujccts dnd I project was started durinS rhe year The rolat
v. lre lrorli atl unirs lbr thes€ 9 projects arriounted ro
Rs.95.66,9s,r26l-. But rhis corsisrs of led vrllre end contact
vdue ie



BO

'loldll,allic r lotJ lard vJur .
'lbral conraer vllue

The d€tails ol tt,. rotal r!.Ilract vaiue from clients ca! be
ascertained flom lb. 1abl. provid€d belovr

sl.
No.

Namc of
the Frotl:ct

Laril

5"

Land
oeverop

Conllact
vaiue

59f,[USl

InAa riamlir

4
hraa lliil.,ck

_IT

5
lDlia

SplcDdour

6
Inlir

,1

'Iii*a 
airpop

I-ofrE AsDrft
InAa Vanhac 2,r?321391

'l ottll 2_t295334

Addi.
Land

Addl. Lard
develo
bment

Extr'a wolk Total

6

tlr08l5
l05t3t*tt)

:

Thc total valuc sltow! in colurn !o. 9 would be due only 
1

on the coEplerion of euch project llo\Lever the anouuts froa 
i

cLieats of eaci ptojeci is subject to tax as erd when il isI
r€alized, ' ,. i
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Flord this tablc it is d€E-r that thc total lend value fiom
all the plojccts end sdditiona.l larrd value frbm Project ln&a
Mcbdows ddes not incur erly VA'f Uability as ir conJcrs to s€le of
immovablc propcity.

Toial tand vatue _ (31 +iof
€xcmPtcd. = 99387$3+ 104414

= 99492247

' Thcr€for€ VAi liabitity arkcs only on th€ contract value
snd cxtla work, aoount froa a[ thc projccts and lsnd
dcvclopocnt and. additional land dcr'eloprbcnt v€luc 6om
kojcct tnfi_a M€adows

Hcac€ tlle total VAT Uabitg i6 Gubject to the total
contract value &otE clicnB which csn be arived at as follows

Total co:xract value .t4J +(51+(7)+(81
- 8231014(}6 + 23295384 +

95586 + lo91o5o3- .

457402479

ln the audir obceryatron th€ amourt rakcn cumulatjvely
&oo tbe coEm€nccEff)t of plojccts, iE inclusive of larld valuc of
Rs. 9,93;87; 833/-l The aetusl receipt during th€ yeor 2O07-O8
is R3. 17,53,53,460/-

Thcldore thc dctails plovidcd by the assessec j! Fo!r! l3 &
l3A i3 correct and th. iurirover reponcd should be t€r.ed
accordingly. TherE ha3 bccn no cscglrcEcnt of tumover or
short lciy,of rex i| accordancc with the stateaente trIed by thc
a.s8cssecix Foiia l3 & l3A for th€ 6nEncial yea! 2007-08

D ISI9!!.s:S!!lrL!4!rI9q:!lj]&

The audit objectiod i3 whilc vcrifyirg the anDual rcturn with
tlte a.D.uudl acrorlllts it was found 'lhat the asse3scs had
tcturned corsidcrably lcsscr tumovcr in their ainual rcturn
ths'r discfoscd in annual acclunF. F\u"tb6 thc assc6sce did
not lisit the exelaption clairled, to thc cligible ti4its,

M/6. lbtath Gulf Un* Buildcr Pvl Ltd., is a builder
reEitting tar uoder compouidiag Eeihod u/s I a 11) of{VAT
Act. Tota.l rEcaipt of booLs of accounts is iuclusivc ot cirst ot
l,srrd aDd t0 yo dcposit bcld for thc tirdr colring rcgrsr.ation fc€
Electricity Eeter dcpdsit, water conncction dcposit for Kcrale
Wat€r auttrotity, Rcsidence association mcEber dcposit,
charges for KSEB OYEC- }Il &CT iastalation dcposi! etc, w]rich
6re dcductiona as pcr law snd it iq not cdEtruction cost tdablc

3992016.
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thc transfer r.alue of th€ abov€ is not iaxable under I(VAT Acr.

6. Sobha citv. T6r t20O8-091

M/s. Sobha CrB,, Puzhgkkal Thnssur is an asseBsee on
thc roll6 oI the CoEaerciaf Tax Of[cer (Works Contract],
Thtissur bcarbg L/AT Rcgistration No. 32O8165a0O2. Whne
auditing,lhe AG's Audit Part ha-s poiated out thar M/s. Sobha
City had returd€d considerably lesser rurnover in their ainual
renlln drzur that disclosed irr the annus-l accounts. Furthgr,
tlrey djd I'ot li[rit. the exempiion claimed to thc etgible lijllits
anal this has resultEd i.rr the escap€Eent of Lurnover arDountiiag
to Rs, 45.4? Crcr€ with tax efGct of Rs, 4.26 Crole along with
interest of Rs. 0.34 Cror€

' On vc.itrcatior of the accounrs and Form No. l3A for rhe
y€ar 2O07-O8,.it was seen that the total ccst of works conEact
on going (closing ba.lancc) was Rs.45,47,36,568/-, But as per
th€ accounb frlcd by thc as!rccsee for t-tre Jrear 2008-09 the cost
of ongoing s'ork6 is shown as nil. To recrify th€ defect, notice
U/3 25 (l) was gvcn to thc a.ssessee proposing to ass€s6 lhc
cscapcd tiiradVcr. i:The assessce t.as fled a reply to rie notice
stating a6 followa J

'li.:!-i.,.r-,-.-r:.,,
"Sobha Ciry Puzhakl(al, Thrissur are devclopcrs of tlrc

ptojcct 'at P'rzhald<ar, Thrissur and aic noi involved in
constnlctiori {ic6vity. 'The cntire construcrion activity is sub
coutracted to M/a. Sobha Dcvelopers, Trivarrdiui! who are the
regi8tered dealc* on thc rols oI Comsercial Tax Omccr {WCl,

with TIN 32011311565C a.od the
the status ot thc aq,arder is .taimifig to

tax ftoln the paj.rDcnts lradc to Sobha
reEitting the samc to.tlte Goveruoent

stated that M/s. Sobha Develope$
has Daid tax to the tune of Rs.

55,74,619/rfoftbe sub co-ntact arBoun! du.ing 2OO8-09'.

As ?egardq Ur€ tutnovcr shown as ongoing contract of Rs.
45,47,36,56A I - bc project cotrrmenc€d in the y€ar 2007-08 and
during lhat yaai'aSiaesedts were ellteled in respect of 60 villa.s
/ oats. 'fhC:tola.l sgecmenl received durinA the year 2O0?-O8
\vas R3:, 70,23t544/1. Tlus amount was deducted flom gross
contlaci EDdr.iotiroi Rs. 46,i7,60,112 and the balarce amount
ot Rs. 45-47,36568/- was sihotr'rl a6 the amount of ongoinS
c.d.a.t ' as';:o! rr'31-03-2008 CorDpounded VAT of R6.
2,4O,942/!t!@ 4a/. is also cla:Eed to havc b€en'paid on Rs.
70,2s,54+lr' ." '
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A.fcor lnfrastructur€ Ltd is ai assessec on tbe 1016 of thc
Assrstant Commissioner, WC/LT E nakuram ha;ng TIN
32072O332O4 /06-07

The dealer flcd annua.l r€tum for rtre \€ar 2006-07
declafinS a rorsl 6nd raxable urmov€r oI Rs. 328b7289.26 and
Rs. 1159132.26 respectively. Subsequently fiey 6ted Audit
report in Form 13 & 13A alrd Finat account for thq year 06-02
.and [led revis€d.rerum having a toral and isxable rumov€r of
Rs. 74500060.00, and Rs. 4027835.00. As p€r the revised
return fried, the net tax due wa6 Rs. 291498.00 aftcr takinS
input tax credit of Rs. 80363.00 . The case of the audit is that
as per the Final accounts. the follo{.i19 ta-\ liability is orl the

Tota.l collract recciPt
Less.turnovcr of back ro back work :

Add Profit on bacir to brick work
Add cloaiag working progress
L€as Openmg workirig progess

Less deductioss as per Rule rO(2) (a)
a. Labour charg€E
b. Cha.rge6 for planning & desigaing
c. Hire char8es
d- Consudable us€d
e. cost of establishEest
i Proftt iD *lation to l4bour ot

SeFices Rs.2736O624

Tsxable tumover
Tax due @ 12.5%
Tax paid
Short lery

Rs. 74os62o7.Oo
Re. 31567lO7.OO

Rs.
: Rs.
:. Rs.
: Rs.

42469r00.00
12626A4.OO

98256300.00
98256300.00

437317a4.OO

Rs. L422342.00
Rs. 579401.O0
Rs. 31s332.o0
Rs. 134474.00
Rs. 5223069.00

Rs. 35439246.0O

Rs. 4292538.00
Rs. 1036567.00
Rs. 67559.00
Rsr 969008.00

- 'lhe suort.levy wolked out, by the audit is not corcct.
Tht dcalcr ha.s aub coitracted work for Rs. 3465472.00 during
t}le ycar wbich was Dot deducted fro& the total turnover. Also
therc was e claiE of input tax rrcdit for Rs. 80363.00. The
accourlts vrerc checked in thc light of the audit objcction a'|d it
was found tlEt ther! was some \€riation it! thc cost of
esrablishment alxd overhcad chargcs lelated to labou! and
scrvice and the piofit or labour and sewices. Th€ asscssme
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Receipl Irom onaoiqg \r'ork
V}?d-n. R6. 4,24.69.101r.OO
see Wa[ - Rs. 3,15,6?,107.00 ; Rs. 7,40,36,207.00
Lsb lccdpt fror6 6.a waU and VFe€n bern8
sub contracted 3,03,o4,423+34,65,472 : Rs. 3,37,7 0,29 5.OO

Bslancc
Add closing i{crk in pmgreBs

Lc6s operung work in Progtess

Balatrce
L.€a9
ConEu.Eabtcs
Hirc chsrge6
,Charges for planaing 

I
artd desrsning I

Labour charg$ )
Cost,ofe3tabli8haerr ..\

and ov€'hcad charses I
of the d€aler Flated ' f
'to lebour snd_Ea&ic€ )

: RS,
: Rs.

4,O2,65,9r2.00
9,82,56,300.O0

: Rs.13,85,22,212.Oo
: Rs. 9,82,56,30O.00

': Rs. 4,02,65,912.00

Rs.
Rs.

Rs,
Rs.

1,38,4?8.qO
3,15,332.00

5,79,401.O0
ra ,22,342.OO

Rs. 4a,81,631.78

Flo6t carncd t'y lb€
Dealer to tlle extent
relabble to supply
Oflabour and 6ervice

I

J

Rs. 77,37 ,1a4.78

Rs. 2,83, 95,468.00

I Rs.3,61,32,652.78
Taxsble tuEover under works conuac!:Rs- 41,33,259.22
Addl: ScraD sale rRs. 4,63,853.00

Totql taxable tumovcr
Roundcd to

Breakuo "' '

Rs. 45,97,112.22
:Rs. 45,97,110.0O

Tax Cue @ 4olo on Rs. 4.03,850.00 Rs.
Tar( duc @ 4% olt Rs. 12,47,100.00 Rs.
Tax du€ @ l2.5ed oD Rs. 2a,a6,160-00 R6.

r8,554.O0' 49,484.00
3,60,7?O.OO

Total tax dua
Le8s input paid

. Bala.Bce tax due

Rs.
Rs.

4,29,204.OO
80,363.00

3,48,845.00



B5

Tax paid lr 15120+ 176378)

Balance
' lntcresl upto 7/ 10

Tota.l b8.Ia'lce due

4,6A,965.0O
2,9 r,498.00

t,72,467.OO
r2,073.OO

Rs. 1,84,540 0O

Rs.
Rs.

Rs-
Rs.

As per the t€vised rclurn filed' th€ net tax due waa

Rs. 2,91,i98 which was Paid ds Per chalan No l84 dated

os-r-ib. Th. balsncc rax;d rnletest as p€r t}rc rcvised otdc!
wa6 Rs. la4540/- which wes paid as P.r Chslsr No l55 dated

l5-o9-2010.

L Omeea Elevatar Emakulam ' 07-85
----_fr. *""*-., Kt-ar' M Desai, OmeBa El'va@rs' iis a

dca.ler €nfaEed in rhe busincss of SuPply. lnstallatioD' te8t'|ng

and con riiiioning ot lilts The head ofiicc oI the 6fm situalcd
in,qhmedabad in Cqierat Tbey have alt lndta businc$ ano

€trected sele in differcDt stsres ot lndia

Ihe all hdia rurnover as P€r the lconsohdated Plofit &
Loss iccor.urt is Rs. 4,36,00,640l- Thc Accountanr Gcoeraf 

i
i"rrt".lJ"tt".""i .r xeria, ly acauctine s€les in th' stsre 9f
Guiaral Rs.4,24,9?,E12/' Mahaiashtra, Rs 8'60 o3,232l- eare

*-G. orlr.. d,","" n", it,,o+.gg,zzel- The lumover oI Kcrala

i" in"ttd"d it m" 
"rt" 

itt thp othcr stat€s But the Accountsnt

il;Ja.k"" it as Rs. 20,10'66, srg, which include othc!

';;; "";;" ""*"r 
rcceiPts, Purchas€ soods rctum3' cxPon

salcJetc rclatcd to orber Statcs s_nd hcad office

Thc tax estjiDation of cicaPed tumover is totr'Uy *Tong

ru. *rrlJi iertr. have ody 
'tock 

transfer of lifts' liJt patts

.-"""Gi'n". i,sa,a3 25ll- 
"Sale 

concedcd in For-s 13 & l3A
r.-".rr ni. 2,si,41,50r/- and it rs evidenr ilom contect

ii.iiii. iil.iitii." "'r" ,i'. ught or the ubovr' the istimetion
:;::;;;;; "r 

n" rz 
-zs crores is asainst racts as it

.includc; sahs in othsr stares

9. (al Cheloor ProPerrv Tsr - 06-07

Tlte annrial rerurn and 13 & I3A filed bv M/s' Ch€Ioor

n.p"r,i-O*Jp-"tt Proje"r< ' 
inited' Punkuluam -showe

that the dealet bad reccrveo oruv ^! 10'48'98'968/_ as

i"i"ip-*-a"'-s z006-07 and o,ev.Ptd comp:li9:ili"r-T":::
;;;';;G: 

'' 
th. Profit and Loss Accoua! *Ie aaacssec

;;;;iJ i" r3.s?,8s.e7sl-as income llom sales 
-Thi-€
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projects. For .he sales of thcir completed proiects, thc
company had alftady receivcd adlances in the eelier yea.rs
and sleo paid tax for Lhe advances rec€ived in th€ pteviou6
years, Tl,us the to1,sl sslc arnount of the compl€t€d plojects
urduded in the Prolit and lsss Accounts. As such there
occurred difcr€nce ut r€ceipts aJId income-

A norice under eection 25 {riuas issu€d to M/s. Cheloor
Propcrty Devclopment Projects to asscss the turnover of R.
13,37,85,975/-and inviling thcir objections. The aascssee filcd
reply aIrd stated that they \rcr€ payinS tax 6n receipt baiis snd
tltis includB adyanc. aaounts rcc.eived b€fore coapletion of
tbc pfojects. The advarcc reccived i6 takcn ro the credit of the
Pro6t and Loss aciount only on compl€tion of the cntkc
proj€ct. A copy of thc re-coocfiation stalement of i|lcoE was
also furnished by the deslcr for rcf€rcnce. As the asecascc had
aheady paid the tax du. for the advapces recciv€d fot ihe
c!:lplcted projecb atld advgnces were includ€d in the Prolit
ald L.ss Account as incooe, ther. will b€ no €6cap€ of
tuErov.r.or tax for the ycsr 2006-07.

(b) Chcloor propeltv Tsr - o7-o8
Thc annua.l retu-rn end 13 & l3A fil€d h,lr M/s. cheloor

Property Dcvclgproeor Proj€cts Limitcd., Punkunnarn, Thri$ur
show3 t+at rhc,4cafer had received ooly Re. 16,99,85,213/- eB
reccipte.duriDg-2007-O8 snd th€y had paid tsx at compounded
ratc for thc above reccipb. ln thc p{ofit and Ioss account the
a33ca5ce had c.oc€dcd Rs 18,17,94,143/- as income from
ss.lcs' This ''trirtro\..r includcs tlre total rcccipt6 o{ thi3
cnmpbt d projc+F, For thc aale of th€ir completed projectE, th..
conpaly \qd ilpedy ncciv€d advances in the cstlier yeers and
also paid.tex fqr.-th! adv.gnces rcccived in thc previoris ycars.
Thu6 tbe rctsl .sdc Fraount of the coFpletld projeqts was
includcd in thc ptofit'and los6 accourt. As such therc.waG
djJtctenae in rcceipt and income. The Com.oercisl Tax Oftccr
{WC} i$ucd a hotic€ undcr section 25 (l) to the aGscsscc
proposinS to aiilsq thc tuFovcr of Rs. 18,17,98',183/- To this
thc a3$sr€€ h€d, Fled rcply statiog that they uscd to pay t,ex on
reccipt basis a-rrd this including advancc a.srounts tcceived
beforc the gotBpletion of the projccts. Thc advs.nce rccivcd ig
taked tdrthr arcdit, side of the plodt e'td loss sccount only on
completion of tllo eatirc prcjcct. Since the asscssec had already
paid lhc .tax due fot ihc advences recciv.d for rbe colrplctcd
projecF €id,advances wcrc includcd is the pmtrt and loss
accountB as incoEc, tlcre i6 Do escapc of turnovcr or tax for thc

2007-OA.
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(b)
orerPajrment pornEd

{c)
Recov..y ot undcr
asscssment, 6horr
lery or oth€r ducs

(d)

Mod{icalion in the

hcludnrg finsncitlg

lc, Reviee,r-oI siqn!.

scheme/ projcct in
the light of dndinas
of sample check by
Audit fndings of '
salEple check by
Audil

-?z<.'<Fr'\La,-,
lt---=--

-L---S-PADMANA BHA PILLAT
Actdatronal SecretarY'

- Tr rcs Ocpartlnenl,
Govt- sccreiarial

Th rruv3tlarlthaPutam
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Action talcen Notes op C& AG's ReDorts

(a) Depardent COMMERCIAL TAXES

(b) Subject/Tide of the Revieq'
Paragaph

Short levy dlre to turnover
escapmg assessrlent

tcJ Paragraph No. 2.12.t.3
Report No. and Year C&Ac report elrded 313 2OlO

II (4 Date ofreceipt of thc Draft
Pata/Review in the Dqpartm€rt
Date of Depsnmcnt's Reply 23.11.I0

tl
,Gist of Paragraphl Rcview

In tli€ Commercial Tax Office 
I

(Wc), Ernakufam, dutinc the 
i

scrutiny of aseesarnents recorrls 
I

for tbe yes-r 07-08 and O8-O9 it 
I

lras noticed that the assesscc 
I

M/S.IVRCL Itfrastructure & 
]

Prcjects Ltd. cliaimcd exemPtron
ulder Rule lO(2)A of the Act
from the total trrnover of
contract receipts and Pard lax
on the balalce taxable tumover
for the years 07-oa a.trd 08-09.
The audi! note specifred tbat
the cost of goods transferred in
tle execution of works coEtract
alorrg \*'ith the profi! element is
considcrably hiSher rhsi the
ta:xable tumover that the
ass€ssee retUrned. As such the
assessee is liable to PaY tax oD

thc cost of goods tra'sferred in
tltc nork6 contract instead of

LoD the lotal contlact recelPts.

I 
This defect was not detected bY

Ithe assessing authoritY which

I resulted in 6hort levy of ta). ard
I inlcrcst of Rs. 16.91 crore.



t]9

not, Piease
of disagreement and.ds')
attach copias oI releva. I

Does thc Dcpartment agr(.c
with the Audir conclLrsirDs?
If not, plqase indicate
specific areas ot

documents wberc

Cisagreement with reasons
for disagreement al1d also
attach copies of relevan!

Does the Depnrtrrcnr lsree I

with lhe lacl$ and flg{rrrs if*
included.in the paragriipb? ;

395/2016



90

,Remedial action take!

S ?ADMANABHA PILLAI
Ad(l'llo,ril Secrerary,
Iaxcs D.parllncnL
Oovi. Socrclrrial

I l, ruv3 nanlhapu r.rm

(4,
lmproYement in system
and ploccdures, .
including internal
cootrols,

Thc .$sessmd)r made for the ln quarter of th€ year
200?-OE s,as re andcd rn appeal fot fiesh diGPosal

Sub€cquelrtly, the asscsss€( tot thc yesrs 2OO7-Oa

u'!d 20o8-o9 $cr€ coEipt€ted afrcsb and dellrand notrce
issuen for rhe vear 2OO?-oa.

(b) Recovcry of
overpayment pointed
out try audit

(c)
Recovcry of under
asscssmerit, short levy
ot othea dues

(d)
Moditrcatior i! thc
schcEcs a4d prograrrsds
includirrg financing

.:.,,

(e) Rcvicw of siEi]ar
casc6/ coEplctc
schcme/ project in the
li8ht of findings of s8.tnple

check by Audit fildiaas of
eample chcok by Audit
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Actioo taLen Note! on Cl,t l-G's Reports

(b)

DepartmenL -l 
t.t,rut',t-bncIEFaxpS 

-- 
-

Subjccr /Trde ot rhc k.' r, .\ ' sho|.t l.}!1 dJc lo e)i.rss
Paragraph 1 av.iling of lnpur Ta-x credit.

(c) Paragraph No. 2. r2.6.2(b)
td) Rcpo No. and lcar C& AG reporl ended 31.3.2010

IJ ta) Date of receipt oJ the Drall
Pala,/ Revicw ir the DP_parmcnr
Datc of Departnent's 4.7. I O

ln
Gist ot Par_agraph/ Revie\!

During the scruriny of assessment
records it was noticed that
M/S.CPMC Ltd., a dealer il}
pesiicidcs, iertilizers, spravers e!c.
availed inpur ta,{ cr(dit oa Rs.2.6O
crore {or the years 05-06 to 07 08
against th€ eligible c!€dit of
Rs.2.57 crore. Thrs resuhed Bhort
ie\1 ol ta-\ !u1d interes! of Rs.4.53
la-kh.

IV {4, Does the Deparrment ,rgcc
with thc tacrs a:rd Egures
included in the paras aph?

(b)'
lfDct, Pl€ase indica!. are?s oi
disa.g.eeeent and alio arrach
copies of relel'ant documenrs in

{"} Does the Depa.rtrneut agree
lrtth the Audit aonclusions-2

I

lInot, please indicate.specdlc
areas of drsagreemenr q,ith
leasons fo. disagreernerlt ar}d
also .rttach copies of rerevar'rt
documents whcre necessa-'
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Remedial actioD taken

under

betbrc the Deputy Commissioner {Appealsl, Emakula
ard as p€r' older No-KVAT 2463, 2464 and 2465/10
d:rred 31.12.r0. Deputy Co.nmissioner lAppcdlsl,
grnakulaD has r€mal)ded the ass€ssEent ior the )'car
2O0s-06 to 2OO7-O8 fo! ftesh

(c) assessmcnt, shoft leq/
or othar dues

schene/ project in the
light of findings of sampte
ch€ck by Audit findings of
eample check by Audir

4k-^
i\dd,tior.l Sccror:rrY'

Tr,.s C,)fartrnctrr'
L:r!l:iacretJtrAr

'I lL.r (i! !,Irrri!]Putn'n'

schem€s a.nd proLTajnmes
iacluding Gnancine
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Actioo taken NoteE o! C& AG's ReDorts

ta) Dcpartmcnt COMMERCIAL TAXES

{b) Subject/Title oI the Revic\{
Paragraph

Short levy due to excess

availing of lnPut Tax.

tc, Paragraph No. ).12.6.3
Rcpolt No. and Ycar c& Ac report ended 31.3.:010

la, Date of r.ceipt of tllc Dratt
Para/Rcvicw in thc Deparbent
Date of Department's Reply 29.9.10

Oist of Paragraph/ Rcview Malappura$ it is dotrc€d thar an

assess.e M/s. 
^rYavaidyasala,Kottakkal, Malappurata eficctcd

interstalc stock trg[sfcr of
auyflcdic Products for Rs 16.38

prore and Rs.19.02 cror€ dunng
2005:06 and 2006-07 tesPccuvelY

{rod daiEcd th€ .ntle inPut lax
credil witrrout limiting it to tax
paid in cxcess of four P€r ceot oD

6tock tra.lsfct outside the state.
This resutt€d in shon lcry of tax
arld intelest ofRs.4l.69 l8lhs

IV tal Does tho DepatEneni agee
with th€ ,acts and figures
included in thc paragraph?

Yes

{b)

Ifnot, Please indicate ar€as of
disagccmed and 3.lso attach
copies of rclevanr documcnrs in

(al Do.s ihe D€paftrent agree
with the Audit conclu sions?
Ifnot, pleaGe ildrcare spccitrc
eleas of disagreeErent with
r€asons for dis{rgrecdctr a,rd
ajso attach copies of relcvant.
docuEcnts wh€ra n€ces$rY
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RetIedial actio'l taLen

i-T--f- ---rn;',..,i,;:li'.;ii'.,i -i.rr rJr". -xvrrlc-r ..tr.. rsiu-ea cn I

I ] lmpro!'emenl in 1.1 2010. proposnlg r':, drsallo\! thd lnpur r4\. O11 rccdpr 
]

i ]lrt i sysrern and ]oJ rhe Dorrce 1( assessec has .enitted Rs 1s,s3,163/ 
i

i ] I proccdures. includ,ng i *ith 'r're''sr ot ns 7,re.4ss/' tor rhdvear 200s'u6 Th'r l

: inlen)al coLrrrols. , hi\' t.ls,,:!rn,rrr.l F. .:.ti.IUt / lor rh( )e 20OL,-07 
|

I I l-'--- --" 
lilll-i{ftr.' i-:li;l-rd--iN5'nc,tr,*;;,n i

iniPnl2l .6ntr.l< lh( terr 2u9b-o/
A'IrdLnI i Ctrdli
{ns.) j No.
r5iZJ bi r' -jas

D4tc

i2.il20c9 Disi.Treasu.J.

7,14,155 ,13r 1',7 .3 2009
12,14. r 91 .l:15 l7.3.l00q -do

lb) Recovery of
overpaymeltt pointed
our by audir

tcl
Recovery ol undcr
aascssment, short ler,5;

(d)

Modifcation in the

programm€s includina

(e, Rcview of similar 
lcases/compcLe 
i

scbeire/project in th€ 
I

lirht of fndings dI
sanpie ctreck by Audir 

]

findings ot sample check 
IbvAudit i

i')

i-ot'le no nxe etLrlt
A(!.r&c::al EccrolarY'
Ti,! j D.Pnrttne'rr'
L;ovt. Sccrela at

flrrro! r 
'r 

I nrha Put:r'n'
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Actiop. taken Notes on C& AG's ReDorts

Gist of. Paragraph/Review
In Cor!&crcia.l Tax O6cer, Spccial
Circle-I, Ernakulattr, .during thc
scrutiny of asscssment rccords it
was nolic€d that asaespec M/6.Joy
A.lukkas Traders llndtal Lrd. erho
effected intcrsrare stock tlansfer of
gold ornamenis valued at
Rs.l5l.O4 crore lor the ycar 06-0z
availcd sp€cial rebate for the entire
pulchasc instead of liraitir€ it to
rnc cligiblc.linit which rcsu.ltcd in
shon leYy of ta-r aid int.rcst of
Rs.1.67 (:rore-

TAXES

the Review levy due to excess
of soecial rebate.

DcpartEen! agree
s'ith thc fact6 atld fgures
includcd in the

not, Plcsse indrcatc er€as
disagrccment and also a.r.ach
copics ofrel,Evant docurD€lte in

srcas of disaSr€emenr $/ith
rcasona for disagrceEeat and
sl8o attach copies ot r€levant,
docuEents where
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Remedial actiq!r taberr

iTb",u:o','rl" o, lir(i ns.:ssec Ner. verjfied lDd ltput l.L'rit ",..o',ii'" ,,r r1,,, ascssec rver* verjfred lDd I'put r.L'r

spi,crlr r!,'bnr,: l1r hle to bc drsalou'ed rs ,tisallowed as j

pc: n..1., drlrcd 2.i -i 10. Tari additiorally dell.ttdcd.rs 
i

pLr ls,ressnrcL'r lrilrir is Rs 2,93,6a'O45/- at)J tcrcsi

lmprovemenl rn sl, stem
and procedures,
inciudiI1g internal

schlmc/proJ€d Ln ftr
iight of findings of sample
cireck by Aldrt frdmgs ol
sampl€ checl( by Audil.

schcnes alrd p.ogra.rnmes

rncludirg firtalcurs

R:; 1,27.72 il :lr Rclelluc Ricoven Cenifx:ate lus
aLc..J! i)e.r1 :s.,r,i. ru" assesse.r tras filed apP€al i

beforr thc llilp{.rri aommissil)ntr {t\ppeals) E: tuj(ulao
and has oblaiDcrl .onditioriai sral fhe aPPe"r rs s!i)t

perdd8 dispossl betore thc D.rpury Ccm issro'er

tb.
S PADMANABHA PiLLAI

AdditionalS€cretarY,
Tnx€s Oeprrmrc||t,
Gov(. secteltrrJi

T hiruvananlh.rpuralrr.

Recovery ol overpaldcnt

R€colery ol u-r)dcr

assessmenl, sitort rcl'y or



97

ActioE taken Noteg on C& AG's Reports

(a) DepE tment COMMERCIAL TAXES

tb) Subject/Titlc of the Rcview
Par€graph

Short lew duc to er(ccss
availing of special rebate.

P€-ragraph No. 2"!2,4,1
Report No. and Year C& AG repon ended 31.3.2010

(aJ Date ot rcccipt ot thc Drafr
Pa;a/Rcvicw in thc Depa.ltlocnt
Date of Departrnen t,s Reply 1.10.10

III
Gist of Paragraph/ Revicw

l!| rhc Spccial Ciicl€ {Producc),
Mattsnchdry, M/s.Hardson
M€.layal€a Ltd. ha€ cfiectcd
intc"ratatc stock traFst f, of tca,
Danu.factuled tjr thcm valued at
R3.29,88 Cf,orc du.irg 2006-07.
Tbc asscsscc availcd spccial rcbate
on aucb 8oods so stock tiaDsfcrrcd
iD contravcntion of -tbe proviaions
of scction 12(lJ of KVAT Act 2003.
Th€ €xccss spccigl rcbatc availed
coa€3 ro R8,5.96 lakhs.

{4, Do€s thc Dcp€rt4cot agree
'with tbc Gcts and trgurcs
includcd in the paragaph?

Yes

(b)

IfDot, Pleaa€ indicatc a.rcas of
di6agrccEcnt and al3o attacb
copics of rclcvant docuEcnts irt
6upPoft

(a) Doas tl|c Dcpat'bncnt agroc
with thc Audit conclusionsT

tb) lf not, Ccase ildicatc lpcciic
areas of disagrecment witb
tcasona for diaa8rccocnt ald
al6o attacb copics of rclcvaDt
docuBcnt! whctc nccessary

395/2016.
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./
R€medial action taLea

(4,

llqprovemcnt irr system
arld procedures;
includiDg iftcrna]
contlols.

E;;'"'"s=;" t'ffe"t.d purchase of (ca uls 6(2) frpm 
I

uruegisler€d dealers and subsequendy stock 
]

trans{ered to outside the state Thl€ aYaiiinA of sPecial

rcbate is iffegular and against the piorisions of the

KVAT Act 2OO3,

Accordingly the Asst.ColrltrLissioret has iasued notice to

t}le ass€ssee snd they have remitted back the excess

6pecia.l r€bate with intercst and sctdcment fee' T]:e

cxacl s.rnount availed by the assesse€ is Rs 7,87'OO4/_

Tbc details ofreEittance ate as follow6.
Special rcba.e availed in exccss Rs.787Oo4

lnterest due upto 3l.7.2OlO Rs 283321

Scttlcr4cnt fee R6.S65643
Total Rs.I636968

Th€ entire atooun! has bccn paid on 9.7. t0 vide chcque

No.233545 and €ncashed oD 1?7.10 vide chalan

No-S.99.

(b) Reco\.cry of ovcrpaymcnt
poiited out by eudit

tc)
Recovcry of undet

-asscsgdl€frt, ahon leqr or
ottrer du.s

{dl

ModiEcation in thc
schemea snd Programees
including fnaocing

te) Revic$' ol Bimiler

schemc/ projcct in th€
Iight ot fndings of sarople
check bi Audit fmdings oJ

qampG chcck by Audit

6tu-
S.PAOMANABHA PILLAI

acdrtio al SecrelarY'
l.xes DcPallment'
Cc,vt. Secrelarlal

Th,ru!arl'nthaPutam'
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Rearedial aptiotl taken

i I i --Se-,tccounrant Ceneraf-frnainos :re tlrar as the

I i I Impro\,ement in system i assessee claimed ennre sFecial .ebate for the purchase

{a} i alld procedures, 1s:\ un.ier sectier'6(2) for the yea-r 2006-07 during in
includi4g internal Lhat year itself and $erefore oo specia.l rcbate rs

available on 2006-0z to adjusr tolvards 2007-08
asscssrnenl ]e€r.
The Asst.Cornrnissioner (Assmr.). Spl. Circl€, Kasdrtod
has verillcd rhe accounts df the deaier \rith refer€nce to
the audired $atemells frlcd bj' th€ degler for t}le yeer
2006-0? and 2007-08. The special rebare claimed by
the dealer during 2006-07 B'as iri respect of the
purchase ta)i due for the year 2005-06 whicb amounts
Rs.7,39,388/- which was remitt.d as per chalan No.154
dat€d 31.7.2006 and not the purchase tax duc for the
yeai 2006-07. The purchuse tax due for March 2007 is
Rs.6,4A,922/- ('hich had been paid as per chalan
No.lO6 dated 30.4.2007 ie., specia.l rebale admissible
oRly in 20O7-O8.
The factual posrtiun of 612l pu'chase due fot 2OO6-D7

are oiplained b€lo\r.

Totat 6l2J purchase rax 2006-07 R6.l92lr0l
PurchBse tari due lor 05-06 remitted Rs. 739388
tn 31.7.06 (as per cha.lsn No.l54/31.?.06)
purchase lax due for 3/07 rcmitted on 30.4.07
Special rebar€ adrDissible in 07-08 asp€r Rs.648922

the provrsron
Total special rebate admissible
Tota] special rebaG claimed by thc deal€r
during 2O06-O7

R€.2011567
Rs,.2011567

Hence the special lebate avail€d by th€ dealer durina
th€ yeat 07 Oa iS in order and therefore there is no
excgss ,llowaice of special r€bate.

overPaymenr porntccl
out by audit
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:(b,/

l.roo*o*ot*o ot'-tot

1+:':',:^i*lt

(c)
RecoverJ' of under
assessment, short lev)'
or other dues

(d)

Modlcarion in rbc
scireEres and Progrsjngles
rncluding Gnancing
pa ern

t€) R€view of siDilar

scheme/proj€ct in the
Liglrt of 6ndinas of sa[lple
check by AuCjt findings of
sample check by Audit
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Dcpa.rbcnt

4.6. 1o

thc' Aast,Codmissioncr, SPccial
C.ird., Mettsochcrry st Aluve i!
Scptdobcl 2009 aoticcd that
M /s.Jai3hanla. Stccb hed qveilcd

ilptrlt tar credit of Rs.57.o6 taLh
{or tbc ycsr O7-Og dr a tufchas
tutnovcr of Rs.14.19 crore - aa
conccdcd ir thc a.Daual aatun,
Hotcvct as p€r ForE 134 eDd

Prodt ald Laa Accotrlrta, tlc
as!.!scc is cltiblc tG Ea inPut tax
crcdit of Ra.49.30 Lldr oDly olr
pDrcbasc tqrnol,€r of Rs.12.26
6orcs. This tcsultcd in ahott lcvjr
of tax, irter€3t end pcEal ilt.rcst
ofRs.11.73lakh.

9i8t of Pa.ragraph/ Rcvicw

Noth. ,actr and 6aur!. includcd in

ir indusivc ot Excisc Duty
clcacot and !o .rccss lPa availed
in lhia ca3c oo that amonit,

not. Plc€3c indicatc €rcta
db{grcrocb! aad also ettqch
copics of rclcr,ant.ddcirocots i!

irr.r of d!.9rc€Ecdt eith
!r€!o!! 16 dilagtccElnt erd al3o
sltlli cott r ofrdcvant
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Rerdedlal acti; taken

(a)

lmprovement in system
ancl Plocedurcs,
including internal
conlrols,

In the ennual retum, the aggregate of Purchaic value +

CENVAT element was 6hown as purchasc valud of
Rs.14,l9,O 1,315/-. The CEIWAT 6.rtd ccss on CENVAI
wa-B not inchided in thc Profit & I.' si acEounta. Thug
the purchase v6luc was shou,n as Rs,12,25,95,267 / - m
the fto6t & l,oss accounts. In the arlnuel rctum tbc
dcalcr have showa thcir 'totaj purcheses aa
Rs.f3,19,01,315/- wltich includes t}rc pricc aJrd
CENVAT. As pcr tre defrdtion in the KVAT Act thc
purchase poBt will includc ccntral excrse duty eleocnt
Hc$cc t}!e diEercnc€ bctwcen thc toial putchasc valuc
of ihe rcr"rF and accounls.
As pcr thc Forrl 13 tllc purchasc valu,c b lncluBivc of
Oxcbc Duty cleEcnt and hcnc. no exc63 IPT evailcd ilt
thia case,

(b) Recovcry of overpAyEcnt
poirt€d out by audit

(c)
Rccovcry of undcr
6ss6sEeat, Bhort lcvjr or
othcr ducs

(d)
Modi6catio0 in thc
.sdltcEcs anal pIograEscs
includiltg flrarcing
pattc''t

(e, Rcvicw of siDilEr
cascs/ coxaplctc
rchdDc/project in the
ligbt oflindings of samplc
check by Audit lindiDa8 of
salnplc chcck by Audit

/'-2a:y-
S PADMANABHA PILLAI

Addrl|onal Secrelrry,
laxas Dcpart|nent,
Covt. Secretatiat

T llrruvananthrpuram-'
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Aetion taker Notes on C& AG's Reports

{aj Depa-rtment i C()MIvIERCIAL TA)iES

{b) le\ry of Output Tax. 
l

{ct Para$aph No. 2. t2.9 4
(d) Report No. and Year .C& AG reporl ended 3r.3.2OIO

II tal Dat€ of receipt of rhe Drajr
Para/Review in the Department

(bl Date of Departtnent's Reply 30.7.10

Gist of Paragraph / Revie'*
ln Commercial T6:,t Ofnce,
Special Circle (produce),
Mattancherry, the Accountant
General lras noticed in June
2009 that M/s:Freeze
Engineering Industries, an
assessef falled to assess taja on
DEPB license for the years
2005-06 to 2007-08, valued at
Rs.1.5? crore. This resulted in
shor(.ler,y of tax, interest ard
penal intetest of Rs.10.55 lakh-

(4, llocs tne Dcpaffm€nt agree
with the facts a.rld hgures
included in th€ pa.ragraph'/

{b}

lfnot, Please indicate areas of
disagreement aird also attach .

copi€s of relevant docu ents in
support

taJ Does the DeparElcni agree
with the A\rdi; conclusions?

tb) II not, pt€as€ indicate specific
areaq of disagreement 9rth
reasons for disegre€mcDt and
also attach coPies of lelevani
docuoents where riecessar1'
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Remedia) acti()tr tal;ctr

(rtl

I

i
I

tcl

lmirro\.emcnt in s)'s1eni
zu)o p]-ocedur.es,
rncluding irrtcrral

assessment, short lev:,, or

schiimc/projeci ]ll rhe
Lsht ol lindinss of sarxpie
check by Aud findings ()l

sampie check by Audit

iusr i.Jc.ourir ior rhe years 20OS,0o ro 0i-O8 and
.1,s1:!)s l rL:._eiljr b] \\,a), o1 DEPE sales. Bur tlre
as:rcssce ornrtled to inchde this urrnovcr. in rbc
r:errLr-Jrs, Illcct subsequentll, rhis facr nas bEerr
nrtl!,:rteC to ihe ciealer arld rhel, remitted
Rs.c,-.,9,1i26l (rn :t7.08.O9. Our cf rhis aD arnor-rnloi fis.l.4l,S79,i, h€s becn .rd.iusred rorvards

l'|!c,lca]er rl'nlitted *ris amo\rDr also wirb {urtherri t'rcsr riue as per D.D.No.493792 datcct
26.:.1lOiu ior Rs.1,54,648/- The assessee flas
alrcacl), cleclared DEPB sales in the prolit & Loss
AccoLrrrt for the ycars 2003-06 ro ?O0Z_O8. Tirus

rhis

4t\'"-
S PADI}1ANAAH,\ OILLAI

/\oortro ..t Sc.retrr v
1.,\c.. Depar!ncIl'

-, 
Govt. :ccretarint

I n'ruvilnanlhapuram

klj I schemes aDd prcrgramncs
rncludrns fllancing

391;/2016.
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Actio! taken Notes olr C&.lG!-Bg!9$9

M/s. PhiliPs Carbon
an assessce incorrecdy
excluded the tumover ln
iespect of discount amountlng
ro Rs. 12.37 crcre al1d Rs. I 17

crore for th€ Years 20O5-06 and
2006:07 resPectively which
$/ere not shown in the invoices
roised bY the dealer. This
resulted in short lely of tax of
Rs, 54.18lakh .

Short lew due to
allowance of discounL

2.12.10. I

Datr of receipt of the

Gisl of ParagraPh/ Review

thc D€Paftaent eg€t
wiih the facts and figurcs

aot, Please uldicate ercas of
.disagleement a.nd also attach
copies of relevanr documeats iir

Do€s tbe D€PattrEe t agre€

with the Audit conclusioos?

drcas of disaSteemcnt with
rcason€ for disaSrc;Ecnt srtd
also attach copics oI relevatrt
documents wtrere
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Reo,edial actio& tal-ery'

irad

;fr
:T$i$qi-Tr-
;{ri'"',"",wt*:"

xcluded tlle. turnov<r in
subsequenr

taj

lmprovemeni;n svstem
and pl occdures,
including internal
controls.

respecr ot drscc'unr allo$ecl subsequenl
slrorr lcvl ro dre tune of Rs. 54.17 lar<hs occuted
Sab:equeDtiy rhe asscssment for both years 2005_06

a:rC 2006-07 bale beeri completed b) lhe Assistant
CoaD:rssion€r or, l6-09-20IO.
An amouD! oI Rs.79,50,568/- and Rs.r4,7o,5a8/- was

dclrlu.tlded lbr the yellrs 2005-06 oid 2006-0?
.€spectively a.nd saDe is undet r€venue recovery
pfooeedDBs now.
The assessee challenged th€ orders beJo.e rhe Honble
High Coult in wP{c}No.26l 1/ I 1 and as per order datcd

28. r.l 1, the "RR proce€dings q'er€ ordetpd to b€ kept in
abeyanc€ for E period of six w€eks flom the date of
order, tc, facilitat€ th€ Petitiolter. to take aPPropnate

st€ps to challenge the oralers in appropriale
procecdin8s". .An SLP O No7359/11 has b€en 6lcd

beforc the Honbl€ Coun b! the asscssce-

(b) 
.

Recovcry of ovclpa]|Iaent
pointed our by sudit

lc, assessnent, sho ler"y or

(d)

Modiflcatron in the
schcmes and proglanmes
including filarlcing

(e)

achcme/Foject ilr the
light ot findmas of sarDple
chcck by Audit findings of
saDplc chcck by Audit
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Action takep Notee o., _q& 44,!_89p9!1E

Deperuncnt I COrvr,lERClAr.

Subtcct,/T.r,F of lhe Rc\ ic\\ Shon levy due to incofiect
.rllo\,alce of discolrnt.

Paragraph No.

C:list oI Paragraph / Review

\{i1h the frcls anct figures

not, pte:{se indicate

documents wheie

ended 31.3.2O lo

hr Conlmeflrial 'Iax office.
Nedurnka-ndarn. during ihe
scrutiny .. ol records it was
roticed that a dealer lrr cemer1l
and A.C. shecr received an
anlolrrlr of Rs.24.83 Lakb for
dr€ yelrrs 2006 07 and 2OO7-04
as.discount subsequent lo salc,
blt alailed input ra-x credit on
ill€ entirc purchase tumover
jistead cf limiting it to that
exrent. This resulted in exccss
,rvailing of rnput !B-.r crcdir oI
Rsi.:. 10 Lakh.

no1, Plc.rs( i.lldicrte uras ot
disagreeD)ent and dso aitach
copies oI relcvant docum€nrs in

$eas of disaglr)eocD! wilh
reasons for disagrcemeDr a:rd

?lso atrach coFics of reicva$i

Does the Depanrnel]t agrec
wth thc Audr! conclusions?
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Remedial aetior !ai: en

--., ,. i., : . ... '',, . r.:'i- . ,. . 1,.,r'i c';;;'-", .

Ir]rpr !rrnr(:nt r)1 s) !ilrri
aio procedures,
nrciLrdinti rD!ernal

l.rc.1r,,,ii;,iLl:drl
,-o,Dn,crliir 1ar oflic.- \.d.,o$ia!d.e be;Jill8 'lll!
320,')0aaa?.1: ,ir;l;r1it \idr cetllrnl alrl AC shcets On
iur'ri1if si,Lrlinv ot lhe records ii is re\'caletl
iro:ll tin 1',trr d-li Loss Acco!nrs !har ine assess€c
rtricrlecl disclurlr (lurms Lht IelL.|s 2006-07 and 2007 ,

Os:'r ur'!,)r r: Rs.l7367C8r- ,rnd Rs.76462i,/-I
rcspriclilrl\ B!l ihc assessee avalld e.ure afiount as
t!rt]"t 'iji\ '"JiL cl;.im lcjr botli l_eats tlis 1s agattlsl i

p!o\1sio,l$ r,r :i.ciiat I l13J of rr,c lilA'r Act 2OO3 ln iiri 
I

nd -l0o? oti wcrc retiscd on 08 02 2010 bI inciud]ltg i

rh" cscip.d r.rr),o\cr :pt. ,(.r rrr tt,. aJdi' obje(uot.
-i.n <nr"unr ut ks rqo:'.-'l 'nd F- l'r85f,6/ $45
addit;onalll assessed as tlu! r1nd lnlcrcsl for lhe y<vs i

?C0(J-O7 ald 1007-08. Assessmenr along vi$ demaIttl l

nolice wes scn'ed on 17.02.2010 Eul dle asslsse_e has 
I

not remrtt.:d the turounr. Hcn.. i1 u'as a.t'ised to be l

I

Ito,

I ljghl oflurdinss ot s,'ulple

I check b-y Audit Iindlr3s ol

sarnple check bY ALrcil'

A**1:l::l:,;',1'^'

:ltij;*i,il':*"

r I prrrcrn
. I ir) I Re\ ie$.of suE rr
i I Lcas€s/compre(c
I i sctrcme/pror.cr D ttrr ]
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Actioll taken l{otes on C& AG--'s Reports

"1
Depaitmeni COMMERCIAL TA)iDS

(b) Subject/Title of the Revie$'

Paragraph

SLort lc!'y due to rncorrecl

(c) Paragraph No.
2.12.1r.2

(dI Report No. ajrd Year ciio A(; ieport enaed 3I 3.2Olo

II (4, Date o{ .cceipt of th€ DraJt

ParalReview in the DepartmeDt
(b) Datc of Depa-rBnetrt's RePIY 23.7.ltJ

trl
Gist of Paragraph / Review

ln Corffnetcjal Tax ottrce' sPcclal
Circlc-1. Efnakula.m, durirtrg the
scrutiny of assessment records of
M/s.Joy Alukkas TradcE ilndial{P)
Lrd., it was noliced tl|at assessee
asscssed output ta-x on th€ s€.les

turnovcr of gold orrranents lalued
at Rs.343.63 crorc for thc Ycar
2006-07 on Rs.lO.50 crore instead
of 10-64 crote. This resulted in a
sholt tcly of tax and ill€rest of

Iv (a) Docs the Depattsrent agrec

v.ith th€ facts a-nd 6Aur€s
included in tne ParaalaPh?

Yes

{b}

Ifrot, Please indicale ateas of
.disagre€ment and also attsch
copies of rel€vsnt documentq in

(a) Docs the Departrocnt agrce
with 'Jr€ Airdil co]tdusiols?

(b) lf not, plcase indicate sPecific
areas of di6agreerDqnt with
reasors lbr disagreement and
also attach copics of rcl€vant
documents vr'trere neccasat'] .
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Vl Rem€dial actioi te.iie!! '
-;.. 

"., , r. ,].:i-it' lPl Lld., OirraLulatn is

/'2 t.

_/k<AN \p.-'-/ __=--

-..n, 

,.,. 1s',r c'r 1-rt
/i ril'ti3|1r! 5cc;L 'rY'

i iirc5 {'el)'i rr'r c rri
Govt Scc rc:arlrr

I ltir uv 3'ratlthaPurJm

lrrprol'elncfl! m sl'slern
i:ind proccdures.
incluCing irternal

i"i/sJ.r -r-luJ:lrls lradcrs {hdi3) lPl Lld, OirraLulatn is
or, (h( fu.,5 ul th, Assl aotmrsslon(r '

SpeL.ial Ci.ue-I, Etr3kulam beanrg TIN
No 3?t)ioli23!,: !.rificaliol of tcrunls and accounts
r--veaicd ll1ai thc assessei has nr)r shorl'lr sales teturn
duriJlg lic first L-\ nr.'Dths h thc retutns 6led
DiJltrencc in rcmitlance of ta\ has occuFed due to this
aspefl Alio*able sa.tes r€luui lras been allo1^'€d
|crificrLrun r. J' .l,rr 'l.ott rem'IrJ.ee of Rs 2 51.448/_
for which assessmeJrt rs .ione. As per ure assesshent
order dated 24.3.10. tax d€oandcd is Rs 2,93,68.o451-
arld inrcr€s-. Rs.l,2i,723a2l for q'hicl, RRC has
!lr,ad! bccn rssu(d fhc I-lLn blt Hi8l. Court ar per
order dared.a.4.l0 m wP(clNo.i2a38/ lo, direcred the
Deputr (iidmjssioner {Appcdrs), Ernal lall to lrear
stay peririor and pass orders theteor and stayed
coe.cive sicps till tl-al timc.
Stav coEdiiron is fulilkd, a,.d lhe a!,sessee hae paid
Rs. 70.23,+05 as per chate! No 247? daled 3l.8.ro
arrd Rs. Rs. 70,23,405 as per chelan No234/ dated
q.ij2-lo out of lotsl demand Rs 4.21 Ctore as P€r
assessmenl ord€r dated 24-3.10.

{b} Reolerj ol ovcrpaymiDt
pointed out by audit

tcj ass€ssmellt, shon le\t or

(d)

Modllicatro! I'| th. sch.mes
aDd proglanmes includlrK

leJ

scbere/projed b "Jre lisht
of findings ot sample chec\
br_ Audjt fhdiDgs of sdrplc
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Action taLeE Notes ou c& AG's Repo.ts

Department

areas of disagfeeBedt wl.rl
reasons for disag eenerrt and
also attach copies of relel'ant
documerts 1vberc

co

of fl)e Relie$
.!

;.'viue to -rr.it --ldlion-

TA}ES --]

2.12.) |

I I.l
ln Commercis-t Ta-\ Oficc. Tiiur rn
April 2OO9, tie AccouDtant
G€neral (Audit) has noticed tlrat
compoudded tax fot the Year
2006-07 of M/s.Malaba-r Oold
Jcwcls {P) Ltd., a dealer ln gold
ornasle1rts lvho commcrrced
busiiess in 18 Februai 2097,
$as frx€d incorcctlY due 10

reckolriDg of tunmve! froD tre
period 18 Febtuary 2OO7 to 28
Febru"Jy 2007 as thc turuover lor
olre IAorlth. This rcsulted in short
assesslncrt of tax .{nd mrefesi of
R6.ro.l2 lalh for the Yea.r 2006'
07 and 20o7-o8. '

Ac reDort ended 3I 3.201

rith the facts and figurcs

disagla€mcnt and also artach
copies ofr€levant docuncnts in
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Iternedi rl actioD ta.!:cn
111," , -',.pq.; ').i,;t ;;ie*sn,efl" !.r rhe lejrs

r {61

i

ln:provernl.nr rn svsrrm I and 20u7 0t \€rc ft\'ised atlcr grl'ing opPrrlunirJ (o tbc
,..t ^,^^"^,,... 

' iit.,l,:r r{, r!,? objc.uon if.tnt. Accordingit sr amourr-"; .'"-": " --' or F",s9r3s,r/, (Rs.112830/- .ind Rs.778524l_ lbr rbr
rn( lLrdrn8 rnrerral \c.u: lu06.C7 dl 2007 0a tespecd\eljl q.as demanded
conrlols. I {rorn lhe dca]er r|ith inleresr.

lAs rhe dr.alef iisiled ro rcmir thc amoun!, thc Reventre
I Rcco\'€ry sleps was ra.ken a8sinsr rhe deaier vidc RRC
I Nc.16/09-I0 dated, 14.10.09. Conscqueady, the deal.r
Jubrdrc,l (ondirioxal s|ay order froD re Depury

I 
co!'Dis$orcr {Appeats), EirlakulaJD asainsi the rcvised

I asscrisment order.

lThe.ge:l:r.haq lemitted 3o7o oI thc total des'sld as
;detaiied below .ind subrdtted sccuriry in the fonrl of
i Bank Cudrartec for the rerDainine flnotrItr.
I L_YcaJ Laqrcuu_L11,eEr No. Daic ,

i zocre'or-T_n. +:g!xr-TT3o/ I?. r:o--1
t [:uoo-oi-' ns- :z-2.{i:-fsf73]-. l2.ot-
I 

-zor,.os --. n".-zoe54tlT- 2;6, n. E a -1
r-;;z^, M,l;-?:;;;-i;----

Dcputy

saInpie check by Audit

I srheme/project in tbe

I Ushr of Gndinss of siuple
I check by Audit findrngs of

t[o

41iliol*^'"'-'
A.rdi!ional srcretaf y'

Tarcs Ccii!rtnlct '
Go!t. Scc'etarrar

T lriruvatralrlhaP!rarn

assessmcnr, short l€r5 or

1a1 1 schemes and progra-mmes
rnciu4!1g fi'lancnrg

'r9t/2016.
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Actloa taken Note$ on C& AG's Repo*s

(4, Department COMMERClAL TAXES

(b) Subject/fitle of the Ret?ieli,

Faragraph
Shori levy due to incorlect
computation.

(c, Paraglaph No.
'!.12. | 114)

Report No and Year c& AG reoort end€d 31.3.2o1o
II. (a) Datc ofreceipt ofthe Dlajt

Para/Rcview in lhe DcDarurent /r (' tt'
(b) Date of Department's Reply 30. ?.10

Il
Gist of ParaSraph / Review

In Commcrcial Tax Ofrce!, specral
Ci.clc-I, Erna.lolan, during the
scrutiay of assessirent reclrds of
M/ s.L. C.Etectonics India, it was
nohced that the deaiet selJ
asBesaed tax on the intcr state
sales turnove. of Rs.100.43 lakh
as disclosed rn th€ armual rqtu'n,
even thouBh rhe cenfied accoults
r€necred an rrlte! stat sares
turtrover of RS.2OI.l0 lakh. ?his
resulted in shod lcw of t3x of
Rs.I0.0? lakh.

IV ta) Do€s the Depanlrent agrce
with thc facts a.rld [gures
inclu&d in the paraRraph?

(b)
IfAot; Plea6€ iFdicatc arcas of
disagrcemcnr alrd also attach
copics of relevant documents rfl

la) Docs thc DeparErent agrce
with thc Audit conchrsions?

(b)' U not, please bdicate spccjtrc
ar€as of drsa8recEcnt $.ith
rcasons for disatrecac[t and
al6o attach copics of ielevant
documcnb whcre nccessa.ry
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Rer:s ecliar actisr: ti-ler,

jrrFIr)\,cJnfltr rn sl slcn,
aird l:,Ioaeciures.
inciuding internal

dd progrdarnes inciudio g

scheme/project in thc tiahi
I ot lindinSs of sample checr:

i b] Audir findilri of sa$ple

f,:,:.1-.(i al.:.rronr.s irdi3. Co(iill) is <r r.ssessee or) rhe
ri,il: cl Crrrrrncl.id..l 1a.i O1li.r!r Spelid Cnclc l.
Lrn.lrlll'n irrarrng'I1l\ - :).!ui 0),27 09 i
Ti)c CS'l "r$rs..imenr ior :irQo tr7 rs rr,rnpleieo o:r
i': l.l() r' Ln!. ir,lei-slarE raiis ar R5.2.40,71 55Oi,- as
4garnsr th( coiccded rtlmo\.r ot ls 1,00,43,43c.i,2
onl. d1d rhis tigure !al)) Nrrh reruln fil€d. CST
foll,rcuor as per r.iurn aDd a.:counrs rs Rs a,01.738/-
.t]]r'\',hich rs .allJing ritlL tu ovcl conceded in reruril.
\'!rrlor misra|.es iourd on venication olaccoun!s.
lhc asscss.r Lad lilc.l explEnarron for th€ clilference
berqeeD rerum and audit rcDorr aDd rei,ised.audit
rcF.r! i_lj:d correclng the r\rrlovcr on rnrerstate 6ales
as Rs.I .OJ.,,]3,4aj4.62. ?he aud[or has ned e-ypia-naiiot
Ior Lhc dfiereice as eraor occured lihile dowalo&dins
dalrr" from EFP slstern. ln or(1rr ru pro.ecr rhe rnreresi
of rcvenue, coli€nlions were rejecred aDd assessment
compl€led adopiing dre turnovcr conceded in first audit
report in respect of inte.state ss.]es. CST ba]a-lrc€
demarded comes to Rs.27,31.467l- A]1d int€resr
Rs.11,19,9O0/- RRC alftady issu.d.
The Hon'ble High Coun of Kela]a srayed 1he coUectior
oD remitting I /3d of d€mand as per WP{C} No. t?717 ot
2Cr0 (L). The assessee has rcmrtrcd Rs. 5010a90/-
{}iVAT) as per chalan No. l4O9 dared 29"06-2010 and

a3srssmeDt, shor! iev\ of

{d)

;i

4ve-
S.PAOMANABHA PILLAI

AdditionrlS€cretarY'
1o x e-s OcDartrnerlt,
Govt- Secretariat

Ti,,r 0tarlanthaPuratn'



(4, Department COMMERCIAL TAXES

(b) Subject/Tiile of thc Revieq.
Psragraph

Short ie\5/ due io rulnovcr
escaping assessment,

(cl Paragraph No.
2.L2.t2.1

td) Report No. and Year C& AG reDort endcd 3r.3.201O
II (a) Dare of receipt of tbc D.si

Para/Review r]] the Depsrua€nt lJ- | ',
(b) Date of Depa-rtmen t's Reply .11

III
Gist pf Psragaph/ Revieu

ln CoElmercial Tax O{Jice,
speoial Circlc, Palakkad in
February 2O1O, it was notrecd
that M/s. Elsi Tread (Indi4(P)
Ltd., a manufacturer and dealet
in tread rubber, did not assess
the tumovcr relating to excise
duty a.nd ccss amount-lng to Rs.
12.08 crore coilected {or t}te
year 2006 - 07. This resuhed
in short lcv,v of tax and interest
of Rs. 64.76 lakh.

IV ta, DocB tllc D€partbent apre€
with th€ tacts arrd trgutes
includcd in the paraeraDh?

No

tb)

If not, Please atdica& arcas of
disagrceE€nt a.nd abo attach
copics of relevatrt docu'!'eats in

The dcaler had conccded s8lcs
trruov€r inctuding excise dury.
alld the whole turEovcr was
assessed ard hence the audit
obs€lration is llot sustainable-

ta, DoeB the Dcpar'&cnt agre€
with thc Audit conclusions?

{b) lf not, PI€es€ ladicatc spccifc
arcas of disagreeEent witll
rcasons for disag:cedrcnt and
also attach copics of relcvani
docuEcnts wher€ neccssa4,'

116

Actiotr take[ NoteE otl C& AG,6 Reports
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Remedial aetion taken

12.5?;

2,19,61,378.75

a,h 41 ,>26.5n

Total
lnrcrstate Sales
S.rles R, Nepal - 0'l, | ,16,47,434.92

Sales io Neoa 32.O92.+8
Sales to Nepal - 49, 1 ,08.721.75
'Iread Rubber' 12.5% :3.327 .20
Tread Rubber +oo 22.21 .28.949.75
Total 23,4 5,40,566.10
,'r.''l mr{'f,I"p L,,,n.l in rFrrh,,\ rhou_n as Rs
22,28,93,I3i.18. correct turnover showrl rn

ExporL Sdk s 7.39,96,604.O0
hrterstarc stock trzrnsfer 62 ,24 ,54 .917 . ) 3

.49,19,887.20
'fhe bsufe is t*ilied NiLh AJdiltd A(coLrnl5
Ii'xcise duty & Cess collectir
t ccrued as per schedule III

r 2,08.2 r ,667.00

itselfTilc-""dn ii*tf po"rt"d o"t oat *'e excis. dutv arld-cess
aioou!1tins to Rs. 12,08,21,667.00 was not assessed induding
thc tumovcr tcporred.
orr verilicarron of the Books of Accounls, the deale! have
a<c.irnted exciEc d![y as under:



From thc above it is cle.tr that the dealer had conceded Sal€s
Tumover including cxcise dut' l]rd the whole turnover was
assessed a.nd hence the audil observation is no1 suslarnable

(b) Recovcry of
overpaymefll
pointed out by
auolr

lc)
Recovery of uDder
assessment. short
levy or otler dues

(d)
Moditication in the
sclemes and
proglanrmes
including frnaicing
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- l.t 'I.,r.." 
or "i*ir{

I ] lcases/compiere !

] I i.scherne/project in I

i the lighr offindings i

I ] I 
of sampte check by l! l,{udjt indings of

n@
l"oo*ono"*o "'ttt

jii',.,.:.:qlfixt,
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Actiop taken Notes o! C& AG's ReportE

ouring .crutinY of records in
Assistanl Commissioner {A}'
Special Circle, MalaPPuram in
March 2009, it l,as noticed that
M/ s.Aryavaidyasala, Kottakkel,
ai assessce, had ellected Iree
sale of medicine tbr Rs. 3 51

crore and Rs. 4.O5 crore
during 2005-06 ard 2006-07
respectivcly and exempled sale
to specjol econotltc zone Io!
Rs.6i.o4 lakh in 2006-07
However, Proportionate rnPul
tax aid speiial rebate rrr

respect to thc above has not
tlccn assessed as r€velse 1a)t'

This resulted in short tevY of
tax, and inlerest o{ Rs L5 06

Partiall)' sustainable
Does thc DcPaitmcnt agree

s'ith thc l4cts and frgures

not. Plcase indicate.arcas
of disagreement and also

attach coPies of relevalt



12t

not, piease
specific area6 o1

disagreement q'ith teasons
for disagreement and also
attach copies of relevant
documents where necessaiy

the Department agree
$'itb the Audii conclLrsions?

395/2016.



recerPt of the
CorDoissioner IKVAT), Specisl cirde, Malaipuram has
issucd noticc under section 25{t) of the.(VAT Act 2003
to tbe dealer vide Noticc No 3210022427512005-06
datcd 01.01.10 proposinS rc disallow the ProPortionate
input tax scdit s.ttd spccial !€bat€ of Rs.3,65,118/_ on
t]le frec issu€ of mcdicines. On receipt of the notrce
M/s.Atys Vaidya Sala, KonakkEl has remitkd
Rs.3.?5,659.uO *r$ intcrcst as b.r Chalan No298
dated r9.o3.2olo for the ycar 05 06.

The rotal input taii io bo disalow€d for'$e year 2005-06
as per accounts is Rs.365,118.00 whcrcas as pcr
obscrvarion of . thc Accouatant Gcnelal,
Thiruvananttrapuram was R3.5,84,135.00 which sccEe

For thc y€a.r 2006-07 the total sal€s turnove! of
M/s,A.ryavaidys6ala, liottalLal, was
Rs. 1,02,68,52,856.66 out of Rs. 4,04,66,983.99 {'as
frce salcs, ie. 3.9370 of the total sales \.as free aales,
Thc ass€ssec hes alrcady levclsed Rs. 5,30,160.42
proportionate on frec bsuc as per thcir aDnual rcturn
tor 2006-07 . Hcnc€ thale is no short Ievy jn this case.

R€sarding Form I sa.lc, of Rs. 62,04,000.00 this sales is
to a unit in Special Economic Zone at Kandla in
Cujarath State. When Soods ar€ sold under Fofm I to a
unit out side Kerala, it is irterstate sal€ exempl€d Aom
payEcnt of t€x. According to third Proviso to scction
11{31 of rhe KVAT Act 'wher€ any goods purchaaeal ln
tlie state ar€ sub8equently scnt to outside the state- oi
used in the Eanufacturc of goods aid ihe ss.dte ste a€$t
outside th€ stateether than by way of sal€ in t}e cours€
of intqrstale trade or €xpon or where the salc in th€
coube of intsrstdte tlad€ ar9 exemptcd from tax! I[pul
tax cledit undet this.section 6hall bc lidted to thc
a.roouDt of inpqt tsx paid {in cxcess of Iour pet ccnt} on
thc purchese turnovor of such goods seat outsidc tl:c
state". The fovision specificaly mentioos that the
restriction is not appuc4ble to - li) intcrstate salq; (ii)
Exports; & liii) interstate s6le .xempted ftom palmcnt of
tax.
ln thc circumstances. exDlained above there will be no

lmprdvem€nt in system
and procedures,
including int€rna.l
controls.

122

Reraedia.l actior takcD
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(b) Recovcry of ovcrpayBcnt
pointed out tly eudit

(c)
Recovcry of uader
e66esamcnt, short lcrry or
othcr duc6

{d)

Modifrcation in the
schcocs snal progt;bqrcs
induding fnarrcing

(cl Rcvicw of sioilar

schcme/Fojcct in the
liaht offndirgr of saoPlc
d\cct by Audit iDdings ot
ssmplc chcck bY Audit

,.-2 l.ffi>s\trj'l 
-

a*-r u
I ---
S PADMANABHA PILLAI

Ad(ltiic al Sec.etary,
Tt|x€ s Ocpartnreni,
Govt. Secrete.i3l

T hrruvana||thapuram,
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Actloi. takeo Notes o! C& AC's Report6

tE Department COMMERCIAL TAXES

(b) Subject/Title of the Revier'r'
Paragraph

Non levy of reverse tqx.

{cI Paragraph No.
2.12.14(bl

(d) Repoit No. and yeat C& AG report.cnded 31.3.2OfO
II la, Dat. ot rcceipt of (he Dtaft

Para/Revicw in the DepatEcnt h'L'tr'
(b) Datc of DepartEcnt,s Reply

Gist of Pa-ragraph/ Reviecr
In Commercial Tax Oftice,
Tiruraigadi, thc Accountalt
Gederal has noticed in Octobcr
2009 tlat e.n assessce who had
a purchase retum of Rs.2O.65
lakh as per the certfied
accounts of 2006-07, conceded
a reverse t€Ja of Rs.17.743l-
only instead of Rs.2.35 lakh.
This resultcd in short lcly of
tl'r intercst a.rtd penal imerest
ofRs,4.14 ia&h.

Iv la, Docs thc Depaibrett agree .
with the fecte arrd fiaures
induded in the paraarai'h?

Yes

(b)

u not, Pleasc indicat€ area! oI
disagree&crt and also attaib
copics of rclevont docuEe4ts in
suPPort

la) Does thc DePartrDeat agr€e
with thc Audit conclusioDs?

tb) If nol, plcasc indicarc specific
alcas of disasrccBent v,itb
reaaons for disagreeEcnt qnd
also attach copies of relcvaDt
docuoents whele ncccssary
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Remedial action takel

(a,
lmprovement in system
ano Proceduresi
including intcrnal
controls.

nre escapea- "lieismini i" ,e;;;; .f MEpr-..
Agenci€s for the year 2006-07 has b€cn complcted.as
pcr orde! No.32100622332 dated 16.7:2010 wilh
barance of Rs-2,63,789/- imelesr of Rs.9Z,6O0/-
penalty Rs.1,95,2O0l-. The coliection oI above amount
was srayed by the Dcpury Commissioner {Appeats},
Emal(ularn ridb KVATA No.3O54 / 10 dated . 13.9.20 tO
with dirccnon to pay 3O7o of rhc arrear within ts,o weeks
of receipt of sray ordcr arrd fumish adequate sccurity
for bslanc€ amounr. The d€ale. rcmitted Rs.l.68,2OOl-
on 4.lO.2Ol0 and fumished. Baok Cuararlce; for
balance amouDr o! 4.lO_2010; The above al)pcd i6
pcncling beforg the Depub, ComrDissioncr (Appcal6),
Ernakuls-cr.

'(b) Recovery of ovcapayment
pointed out by audit

(c)
Rccovcry of undcr
aasessmodt. short ls!'y or
oth€r ducs

(d)
Modificatioir in thc
schdocs and protra$mes
including financing
Parrcrn

tci Revrcw of aimilar

sctrerde / project in the
light of trndings oI sanple
check by Audit findings of
ssmple check by Audit.

./ r,rffiIq:-_
:{L ot,'tn os"l Ptt't-lt

Aa!lrrronal SacretarY'
Il)(!s OcPartmeor'

.,',:,",:';,:iil";T'Ji"',"



(aj Depa-rtmeDt COMMERCI.AL TAXbS

(b) Subj;;t/Tiuc of the Review
Paragraph

Sbort lely due !o excess grant

of input ta). credit.

tc, Paragaph No.
2. r2. is(1)

(d) Report No. and Yeat adAc reDort ended 31.3.2010

n ta, Date of receipt of thc Dr8ft
ParalRevicl, in the DePartment

(bl Date of Departmenl's RePIY 9.6. r O

III
Gis! of Paragraph / Review

During scruliny ot records r$
con&crcial Tax Of6ce, 2'd Clrcle,
Kottayam, it was noticed that an
assesscc M/s.Coods Agro {P) Ltd.
claimcd input t€x crcdit for the
enair€ purchasc for Ihe Yesrs
2006-07 and 2007-08. Even
though 53o/o of the goods

Esrujacturcd u/Erc 8.nt outsrde
rhc siat€ othcrwisc than bY waY of
$1c, the iDput tax credit availcd
coriesponding to the stock tra.nsf€r
was not disellowcd.. This resultcd
in shon levy of tax of Rs.11.88

IV (aJ Does the Dcparbocnt agrec

with th€ fucts and lgurcs
induded in the p€iagrapb?

Yes

(b)

If aot, PI€as€ indicatc atcas of
disagrecmcnt and slso attach
copics of rclev8nt documents in

taJ Docs thc Dcpsrtim€'rt agrce
wit}I thc Audit c-onclusions?

{b) lf not, plcasc indicatc spccitrc
areas of disagre€oent witfr
tcasons fo! disagrcemcnt and
slso attach copies of relevant
documcnts whcr€ n€cesaa,rY

t26

Action taken Nates on C& AC's ReDorts
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Remedlal actlon takeB

.2 ,,4"V-.-.--
4-p*rouo"*.o 

",,-aot'' AdclitronalSecretatY,
'Tares Oapattmenl,' Govt. scc.etariat
TlrrruvananthaPu,am.

la,

ImFrgvelrent in sy6tem
and procedures,
including internal
controls.

-do- for 07-08

In tlre ddect pomtcd out, the Audit is of'the varaion tbal
thc eltire rartr rBateriEl3 for the productiod of Coppcr
Sulphate were purchascd froo local re8istcrcd da€lcre
and hencc tie inpur tex credir availcd by the asscsrce
corr€s!'ondilg to thc atock Ealsfer shoutl hev. bccn
disallowcd. But on vcritrcation of tbc assessEcnt
records e'ld stat€ments fled, it is clear tbat tl|e
pulctra8e turlovcr.ot raw. Datcriels iadludc iaport and
intcrstate purcb,ascs and for whictt input tax havc not
clai:!€d by thc aasc$ec.
.lD the circu.nstalces, the hput rax crcdit Lo b€
dbalowed wa6 calculatcd end woikcd oqt as follows.

Tota-l IPT diss owed arrd dcnand€d
for 06-07 R.e. 1420a3

Grand Tota.l k.488159
Thc saaeaaecDts for thc yea.rs 06-07 add 0?-O8 wcre
1!ua complctcd under aection 25(1) of thc KVAT Act
2003 snd thc aEou.at due was edyhed for RR: tbe
recovcry proccedings initiatcd by thc siar. is stay€d by

(b) Rccovcry ot ovcrpaFi€nt
pointqd out by audit

tc)
Rccovtry ot uodcr
adacaabcat, shon ls\,J' ot
othcr dues

td)

ModifFetion in thc
achcDrs aad prograEmcs
including fi$encjng
Pattcm

{c) R?vicw of ciEilsr
cascs/coDplet€
!c$coc/ projcct in the
light of fndillgs of sqErpl
cleck by Audit fndings of
6appl€ chcck bi Audit
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Actiop taken Notes on C& AG's ReDorts

(a) Depaitrnent COMMERCIAL TAXES

(b) Subject/Title of the Revieu'
Paragraph

Short
of inr

5/, due lo excess Srant
tax credit.

tc, Paragraph No.
2,12.r5l2l

{d) Report No. and \tar C& AG report ended 31 3.2010

ll ta, Date of receipt of the Drajl
Para/ RevieB' in thc D€par.henl
Dat€ ot Departmeot's Reply l5.7.10

II
Gist of Paragraph / Revie'A Clcle -1, Kozhikode in SePt€mber

2OO9 it was noticed thar M/s.
K.V.N. lFpex, Mecnchanda,
ltuzhikod€ a dealer olaimed inPut
ta-{ cledit for the €ntir€ purchases
for the yeat 2007-08 even
though 8.4O Pet ceni ol the total
sal€s turnover relarcs to
consigimlnt aalc, the inPut ta\
crcdit availed corlespondin8 to
t}!is tunover was not disallo\"ed
This resulted in shott leqr' of tE-a

ani inr..cst ofRs. 3.82 iakh.

N (a) Docs lhe D€paJtment agree
with rhe facts and fr8urcs
ioclud€d in the pataglsph?

lbl
lfnot, Pleas€ indicate at€as of
disagtecment and ajao attach
copi€s of !€l€vant docutuenls id
support

(a) Does the Department agirec

with the Audit conclusions?
(b) If not, please indicste sPecifrc

arcas of disagleeEent wrtll
reasons for disagreernent and
also attach copies o( relevant
documents l('h€re necessaty
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Remedial actioa takeo

Improvement io
system and
Plocealr.lres,
including intemal
controls,

The agacssmcnt for the yea.r 2007-08 of thc abo\€ .casc
bcen r€viscd by rhc Agsessing authority on 19.02-10
disallovina th€ input Tax clatm on coDsignocnt sslc.

M / S.KVN lEpex was liablc to pay balince tax artd iltcie6t
as qndct and has paid the duls for thc ycar2007-08 as

ovcrpeJn$lt pointed
out bv auitit

aascsspcEt, ahort lew
or ottEr du!3

achc|!e3 and
prograEnes inciuding

scheEe/projcct in thc
ligbt offndiogs of
Balapl€ checJ< by. Audit
tindings of sample
check bv Audit

395/2016.
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Action tahen Notes orr e& AG'E Reports

(a) Depar"tment CON,f MERCIAL T

(bl Subject/Title ot the Revie\t
Paiagraph

Shorl levy due to incorrect

(c) Paragraph No.
2.12 t9

(d) Report No. and Year C&AG rppo ended 3L3.2O10
u 1a) Date of receipt of the DraJt

Para/Review ir1 t}le DeDartmeqt + i.tl
(b) Date oI Departr[cnt's Reply 2.9.10

Gist of Paragraph/ Review
While fina.lizing the assessment
of M/s. The Cannalore District
Co-operative Rubber & Agrl.
Marketi[g Society Ltq a deater
in rubber for lhe years 2002-03
to 2004-05 in September 2008
and October 2008, the
assessing authorily failed to
assess purchase tax on a
portion of purchase turnover of
lalex used in the conversion of
field lat€x to centdfuged latex,
valued at Rs- l.3I crore. This
resulted in short lew of ta-\ arld
inlerest of Rs. 28,16 lakh.

rV ta, Does the Department agrce
wit}| tho fact6 snd frgures
included in the paraglaph?

No

(;)
If not, Please indrcatc arcas of
disagreement and allo attach
copi€€ of lelevant documents itr
supPon

M/s. Cannanore Distdct Co_oP.
Rubb€r & Agricultuta-l
Matketing Society is a dealer
purchasing Field Latex,
Converting it into Cent-rituged
Latex a4d sold it interctate
rDainly and a small ,Portion
lbca.ly in Form'2s.
The assessee iD this case
purchased Field Latex .lrom
unrcpistered groll.crs anct
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converted the same into
Cent.ifuged l,atex, clepe
rubbcr eta. and selliog the
saine locally and intcrstate. On
irtterstate Balcs they remit tax
on the purchasc va.lue of Ficld
Lslex io advance. . On interetate
sa.le of Cenex, tiey ete liable to
Pay tax on t}le purcbase value,
in addition to CST on the sale
value. As tiey are purchasing
Fiela latex, the purchase value
in this cas€ is that of Ficld
Lstex and as buch thcre is no
escapedcnt of tulnovcr
involvcd in these cades.

(a) Doea tllc DepartBcnt agtc€
with thc Audit concluaiols?

(b) If not, plceac ilrdicate Bp€cific
arcaa of dkagrcchcnt with
rcasons for dfuagrccmant s.nd
alao 4tacll copi6 of rclcvedt
docud€nta whcre n€ccaaa.rv



(a)

Improvement in systesr
and procedures,
including internal
coifrols,

M/9. Cannailoft Dist ct Co-op. Rubber &
Agncultural Marketing SocieS is a dea.ler
purchasing Field Lator, Converting i! into
Cent.ifuged Latex and soid it intelstale mainly and
a small pordon locally in Form 25.
The assessee in this case purchased Field Latex
from unregistered growers a.nd converted t}Ie same
rntq CentrifuBed Latei, Crepe rubber etc. a.nd
seiling tte same locally arld interstate. On
interslatc. salcs they remit tax on the purchase
vaiue of Field Latex in advance. On interstate sale
of Cenex, they are liable to pay rax on the purchase
value, in addition to CST on tie sale vallre. As they
a.re purchasing Field Latex, the purchase value in
this case is that of Ficld Latex a-Dd as such tlere is
no cscapement of lurnover involved in lhese cases.

(bl Recovcry of overpayrnent
poiDrcd out by audi!

(c,
Rccovcry of unde!
asa.ashcnt, ahort levy or
other dues

(d)

ModiEcatiod in thc
schelnes and prog.ammes
including fnaicing
Pattem
Rcvien, of siiiilar

scbcme/prcjcct.in the
light of [ndings of sarnplc
chcck by Audir findings of
$opre che& by Audir

r32

VI Remedial action ta.ke8

{,u
S.PADMANABHA PILLAI

Additior3l Secrelary,
' Taxes Departmont,

Govt. Secretariat'Th'.uvananthapualm.
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Actioa tal8c! Not€s otr C& AG'a Reports

tel Department ]OMMERCIAL TAXES

(b) Suqjeci/Title of thc Revicw
PaJagraph

T\rtnovcr cac€Fing asseaament

{c} Parsaraph No .

2.12.2olal
(d) ReDort No. and Yeat C&AG rcport €odcd 31.3.2010

II (4 Datc ofrcccipt oftbc Draft
Para/R.vies in thc DepartDeat 2-o- 2,. l()

(b) Datr of Dcpa.rtment's Rcply 13.4.10
II

Gist of Paragraph/Reeiew
In t}Ie Cotamcrcial Tsx Officc,
specisl citclc, Kodayatn it lras
nqticcd ttlat whitrc linalizing the
asacssmeota of a dc6lc!, M/s.
Arakliathara Rubbers, ebgaged
in the nanufactute and ssle of
rubbcr products tot the Yeara
2003-04 and 2004-05 in MaY
2007, the faBt tiack authoritics
did not lcqr tax duq on thc
intr;6tate Putcbase turnov€r of
scraD rubtlcr valued at R6.
45.8i !akh. This reodtcd in
shor,t levy of tex of Rs. 3.16
lakh.

Iv (al Doca thc Depaltlr€dt agt€e
with thc facb arrd figr:rcs '
includcd in tl:e paragraph?

No

(b)
Ifnot, Please indicat areag
of disagrecmcnt and also
attacb copies ol rclevant
documeits in support

Tt\c aisessments were Pviscd
try crcating additional deEande
Rs. 1,12,954/- and Rs.2,03,176
for 03-04 arld 04-05
respectively, The asscsse€ liled
appeal sSainst thc ordcr and
the DcputY CotilaisBiotlcr
(Appeals), Kottayam, in his
order sTA No.982/O9 & 983/09



dated 15.12.2009 has sel aside
the assessment orders u/s 19,
ciarifying lhat lhe 'rtem
purchased in both Years were
Hawai Wasle po$rder and irot
scrap rubber and t}Ic assesseee

(al Does the Department agree
$'ith tbe Audit conclusions?

(b) If not, please indicate
specific 6reas oJ

disagreement with reasons
for disagreement and alsg
attach copies of relevant
documents where necessary

134
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IJJ

ReEedlal actlo! tr.ke!

;llq,

' 
?ADMANAAHA PILLAI
A ald it,o nal S.crc!nrY,
.Tarca DcpafuDenl,

Govt. Secretarrat
ThiruvananthaPuram,

ta)

lmprovcment in systcm
irrd proccdures;
ijicluding intd.n6l
contmls.

The dsse3smcnts was redscd by creating additional
de$ands Rs.l,12,954,/- and Rs.2,03,176 for 03-04
and 04-OS resp€ctivcly. llxe asseosec filcd apFal
against thc ordcr and the Dcputy Conaiaaigncl
(Appe4s), Kottaya.d, in his ordcr STA No.982/09 &
983/09 dated IS,!2.2OO9 has set a6ide the
asscssmettt orders u/s 19, clariryi.og that thc item
purchascd in both yeats werc Hawai Wastc powder
and not scrap rubber and the sssesscce has Paid
tax for thc Durchases.

(b) Rccovcry of ovcnpaJ.&cnt
poiutcd out by audit

lcl
Rccovery oIutdcr
asa€asecot, shon lsvy or
othcr ducs

(d)

Modilicrtloa in thc
schcincs and programEes
indiding firanciog
pattam

(e) Rcvicw of stlrilat
cascs/ coEplcte
3chqrc/projcct in the
li€ht of &rdings ot se.Eple
chccl( by Alrdit fddbgs of
s6.ople chcck by Audit
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Action take! NoteE dn C& AG's Reporte

(a) Department AL TA

(b) Subject/Title of the Review
Paragraph

Tumover escaping assess[rent

(c) Par:agraph No.
2.12.2O1b1

(d) Report No. and Year C& AC reDort ended 3l.3.2olo
II (al Datc oI rcccipt of the Draft

Para i'Review in th€ DeDarll'lmr
2 Ll . :i .l r_

(b) Datc of Department's Reply t7.4.10
IU

Cist of Paiagraph / Review

In thc Special Circlc, Kottayam
wbile linstizing tlre a6s€as6ent for
t}Ie year 03.04 and 04-05 of an
assessc€ M/s. Sahrudaya Rubbcr
Industriea, edgagcd in thc
manulacturc and sale of rubbcr
product3, thc purchase tumover of
scrap rubbcifrod the local rubbc!
dcrlcr6 (3hown in th! accouats a6
lra.stel for R6.16,02,663/- - in
2003-04 arxd for Rs.35,27,926/- in
2OO4-O5 u,as not reckoncd fo!
asseasroent, ThiB rcsulted i.D tltc
shon lc!r/ of Rs.3.54.OlO la!6.9%.

(a) Do€a the Deparuncnt agrec
q'it}l ttre tacts and ligures
included in the paiagraph?

No

{b)

If uot, Please indicate aJeas
oI disagreement and also
attach copies of relevant
documents in support

Asseasment \r/s 19 completed
creating an additional demand
Rs.110584 /- and ioterest
Rs.873611- aDd Rs,133885/-
respectivcly for thc years 2003-
04 and 2004-05 as per or4er
dated 24.10.09. The assesseec
fi]ed appcal against these
orders before tie appellatc
authority. The app€llatp
authority has set aside .the
ordcrs datcd 15.f2.09,
clarirying that the it€El is not
scrap rubber but Hawai Wast€
oowder which is a fir6t sale



t37

' : 'i poirt iten, tD:able af lhc 1'I l

lsule point. A}1d rhe rax has l

been collectec fror,
assessee att lhe lirst saic rv r(ai

I

Dces the Deparlrnent agrec
with rhe .Audir conclusions-/

I 'o'
If rol, please indicarc
specific areas oi
disagrecmellt \.rith reasons
Ior disagreemcrir acd ajso
attach copies oi relevanr
documents u'herc necessary

395/2016.
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VI Remedlal action takerr

9e-
: PAD MANABHA PILLAI

a(!(t,ionnl Sccretary,
r.lrc:r :,gFartflc i.
covl. Secretariat

Thrruvanrrthapuranr,

(aJ

Improvement in system
and proccdures,
rDchlding internai
controls.

Assessnrent u/s l9 Lomple(ed creaLrng an I

acidition3l d€mand Rs.ll058a/- and intcresl'
Rs.8736r/- ahd Rs.133885/- respectively for the
years 2OO3-O+ a.rrd 2OO4-0S as per order dat€d
24.10.09. The assessece fiI€d appeal ageins! these
orders befor€ thc appellate authority. The appellate
authoriry has set asde tie orders dated 15.12.09,
ctariling that the item is not scrap rubber but
Hawai Waste powdcr which is a lirst sale point
iteE, taxabie at the ln 6a1e poinL And the tax has
bcen collectcd from the assessee at the frrct s:tle

(b) Recovery of ollelpaj,acnt
pointed out by audit

(c)
R.covcry oI undcr
asscssment, short lc!'y or
otrcr ducs

(d)

(el Revicw of similar
cascs/ compl€t€
3chemc /projcct in the
.light of findiDg€ of sample
check by Audit turding8 of.
aanplc check by Audit



1:t9

.f..ction takeE_Eglis on C& AG,s Reeort8

(a). Depaftnrenr

Gist il Paragraph/ Revrcvr

No.
No. and Ycar C& ACi rFporl enocd 31.3.20t0

30.6.2010

ln OTCts,
Ema,ll-rrlan and q orhs contract,
IlaFa)chero, Iour d€dlers had
assessed tun)over ir respccr of
Norks coDrrac! aier deducling
€xpcnsrs much higher rhftr iiar
releFed irr the Tablc. ever rhough
rtrc acruill expe|ses in respccL of
laoou! and other ohar.ges w.re nol
ascerrainabie ftorn their accourts.

due to rtcorect

tV D"r; ttrc b;partmc't aB.a;
\rlih ahe t_acrs trnd figLrres
lncluded tu ahe paragraph?

rr'as I1.r deEcted by
the sssessiJlg aurhodti€s dr)d
rectiicd wlich resuhed in shorr
teq oi r:L\ al1d iDrercsr of Rs.58.29

a cascs lnc'uO.cl rtr th'J pdrEl

3 cases sustainablc and I case
r1or susta.inable.

(b)

Iinot, Pleasc indicaie areas of
drsagrccmcnr altct also attach
copleE of relevturr docu6erts in

D€tailed report fu.nished in
colunln VI(a)

(a) L)o€s the Depar6rcnt agree
witli the -Audir conc.lusiors?
If not. please indi.ate specifi(:
areas oI drsagreement with
ceasons for disa$ieede ! od
also attach copies of relev.lnt
docume s $il1eie lrec€ssan-!
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Remedial action. takelr

lmproveDent iJ} systetn
ilmo Procedur€s,
i!'tctuding inrerDal

had riotrced that the

(i) M/s. Lrrson arrd Toubro Ld
Ul CoctrlD Srlipya!.d Lrd
iiijr lt{,/s.Paulose GeDrge and Consrructjous

Conpaly (P) Ltd
{i\,] Krnnel Elrgrneers dnd contrcrofs (p) Lrd

2008 09 had assessert lulrtovq in respecl
ofeorks cortracr atter d€ductiDg €r.pcnses
much highcr thar rhar rcfer€d in rhe
table, cven though rhc actual e,.p€ns€s irl
lespecr of labour drrd other charges wcre
not asccrtainatle liom their accor.rnrs

1. Lr6on ar1d Toubro 2005-06 10 2OOa-O9
2005,06
Tb€ assessment ior rl'e year 2005-06 has already bccn
complered by Audir WinB The dcdlcr has paid
Rs.l,23,32,695/,- ard challersed rhe assessmenr c,rder
b€fore HoDtle tirgh Court as RevisroD No.wPlC)
No 36248/0? and the sane is pendn€ disposa.l.

2006-o7
Notice issued to teitj/ rire Accounts sd Ass€ssnrenr
w l be conrpiered shorlt!

2007-04
Assessment 1or the 

''car 
h?rs beeD compteted uls 2511)

on 24.1:.2OO9 .rn the basjs of audit objection. The
assessr!ent:!(:6 s€t aside by the Honourablc High Courr
vide judgEerr No.WP(C)-a206l 10 dated 19.02.2OI0.
Nodce issued to the assEssee to produc€ t}Ic books of
accounts for dctailed veritrcarion .

Final reply wi]l be submirled shc,rtly aJrcr completorr of
fresh asscssr!ent.
2008-o9
Notice issued ro verily thc accoulrs al1d assessnent will
b€ (ompiet€d shortlv.

2-Cochin Sbipvard 2OCI5-O6 ro 2O07,Os
The Cochnr Shjpydd Ltd is an assessee or lhe ro]ls of



r--l' j EnralilLlanr (nc is crlpraged r thf btsiness c,1 sliip l

i lrrpair rdlilg undcr \\'orks .onlracl. in rire annuar i

I iretuo) lb! dre yclr 2005, 05 ro 2Cr07-O6 the assessee i

I lhad !..laimed clidlrptjon lor $hn:h detailed account hale 
I

i tnol b.cu p.oouce(i As per R,rle loiz,(bl of KVAT Act 
I

I I'rhcre d1c actual nusovcr :' relatioi 1. a ruorks i

i I Contracr !r wLliclr the ral1sler ot gco(ls takcu place llot
i ir ih. aorrd of goods but ur some other iorm, is not i

i i dcerlarnable irom the lrooks oI accDunls of the des.ler I

I I .rr when rhe dealc'r h.rs rrot mantained ary accouDt, t}le I

I lrolal lurlover in rcspe€t o1 sucb works Conuacr shall I

be conpurqd dter dcducturB labour aid other cba-rges
as cotisased in tablc urlder Rule lo(2J{bl, which in this
case was 2570. Scruiiny ofthe ieturD lbr the period-lion
2OO5-Oo 1o 200?'08 revcaled drat CoLiin ShiDlrurd Llrl

t41

3. hnlose Georec apcl Colstructiors Comoanv {Pl Ltcl
2005-06. 2007-08. 2004 09

The Accounr.nt G€neral{A) ponred olr that the dealer
had as$esded trrrnover in respect ol Works Conrract
aiier deduclrng expenses much higher thnn lhat
refered in table in Ruler0{2)(b). For the ycs' 2oos'oi)
rhe Accountani General had poimed our the d€fect
based on the arnual returD od audikd statemcnt filed
whercas the final assessmeEt of tl-ie dealer for the y€€.r
2005-06 had alrea.dy been completed on Ir-1-O8 aJier
vcrfication of books ol accoun.s: Audit T€a.m has not
iakeli inro account this assessmcnr wh c pointlrg ouI
the objection Thc question of allawlla exempbon as p€r
Rule lo arlses on oniy in the absence cf books o{
a.col.nls. In this case books uf accouDLs have bcen
verillcd snd labour cha-rge oi Rs.5,44,95,420.25 has
bcen alow€d by the assessing authority. flence t}te
audr! objection is not sustainable :rnd hencc Bay be
dropped.
For the year 2Oo7-08 the .Accou'ltanr cencral has
poirled cut that as pe! Profr & I,oss Accouni it rs
r€vealcd l}lat cxcmptior e 'isased as pcl Rule rO(2)(91
amounls to o\,er Rs.1425. 45.190 as detailed beloq'.

- thad claimed cxcmptron rDuch higljcr tha.n that !c1:e!red
iD the tab.Ie. Hen.e the audit obj.ciiou is sustainable.
The ass€ssment lor the year 2005-06 and 2007-oa has
been co rpleied u/s 25(l) on lhe basis of audit objection
lide proceedinss dated 15.09.20r1 and O1.O7.2O11
resp€criv€b and has msde sood the €holt lera .as

The assessmeDt for the ycar 2006'07 has tobe re-
opened u/s 25{I) and notrce has brcn issued to make
good the shorl l€ly



1 A')

r ---l_----- | 1,$o.rr "r'..s."I I i i D,es.r s,.,l osumabres
lLLilrg c}..I g(':s of

'l.ransporr..riorl
Osrt-chlJ g.s relared 1()

labolrr arni servn:es

Rs. 87285'89.1/-
Rs ll17!Doo/-
l?s. 25932582i

Rs. 24\90ol
Rs. 7912:14 -

Rs. 14.25,45,190/-

But :n tirc aurual reDrns of llE dcaler !}te excrnPtrot
amounr is sril,q,i as lis.I8,86,47,983/ '
On lerifi(adoD ol orc assess crl records it is ibtind
that tlie assessie bad filed revlsed r.rurD on 31"12'Otl
a.1d tliLe Accoul)t,llrl Oeneral has not lakeli the figutes
in thc revrs€d returrr. As per thc revised retunr thc
*€mptiod is sholrr. "s Rs- r9,O I ,50,19.1,/'
As per thc reviscd rerurn th€ total tlrnlovet 1br the yeat
2O07-OB is Rs.!0.33,9?,a64/', exerrphotr
Rs.Ig.Ol,sO t94/ and laablc tumo\cr is
Rs.13247670/-. lhe bifurcatjon oI exeeFecl tumover
i.s as turdshed bclo$

Hire ch6-rges of Ma.hmery Rs.2ti04735a
lnteiest ofhire purchdse oi $achinert- Rs 1308000
Transponatron of machinerl Rs. 27a534

Rs.29633892
Add
Labour charg. Rs.a983r39r .

Dies€l aid Curlsumables Rs.1771408b lTts.t60srI62s
Profit @ae.2 se, on ur .iL,oee SEAiyL)
'Iotal exeoptroD rs Rs.l901455l7

and lhe dltf.rerrie is onl:v Rs.4O77l-
As pcr thr P tr l- A.Lount marerinl pur(tllse is
Rs.8875902.44 and profit is 49.24olo as such ta-\.rble
turnover {itl be Rs.13247285/-.

Acoountdit General at the time of audr: drd
nor takc into accouDt the profit on labour potrior. W[err
rhis asp€ct is considcred th€re arise no sbort le\} oftd
So th€ audit objectron is not susta$able.

!'o! the v€tr 20O8-O9 thc .Accountam Oeneral
has poirtcd olrt drat the dcalcr has not Produccd aly
docu$entaq/ evidcnces for clainrng exemption under
RuI: l0 wtuclr i. aO". of tot l conr:rLl r€ccipt

Thc d€sler has f ed re\is€d rctlrm for the year
2O08-O9 €veD bdore thc audit. As p€r r}le revisdd retum
the turnover is as delailed b€Iorr'.

Rs. Ia.63,59,44O.71
Rs.12.88,36,5I3.19
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n!r lr rei:\Li!1t t. eo.irin l|rporl
I(s S8.52.1) i7 55

iurtriri 3rc asscssee nas produce(l r,

crrtili.6-tr Ji!$ Lhr BPCL (Bharilh Petrolcurrr

iCorjxrarr[ ],rdt that r.Ctndrng 6 \'otkr in s'hl.h
j tlak,rial vrorrl, R:,.i ,tr,78,539/- hed becr issue(l lrce
I of.osl lvhich has nor befr nr(:iud€d nr dre tumove. oi

lhe rc,rnracL rccell)t b-\' rb. 6sessec.
1 Outlrl Lhe lrbo!. rnalen.rl supplie'1. 2 majo''
l\'.nlG d,r.s !o Rs.o33027;l/-. V,bcD trll rhese faclu
t{c considerud ON cxemp or, cLrirncd by the assessee
con,slr ro onl\'+.i-.{9'r( as detaiit'd belos'.

:Rs. ra6:i59450.7l
Lco$pounded wc,rk rurrover :Rs. 9956291.OiJ
il.Non compolrqded q('k runoveriRs. r76403158.7 I

t\-'21
4.Totalexemprionclai'led :Rs.128836513.19

% of€xenption claimcd . 7391
5.Actua.l non compounded Nork :Rs.26S705936.7r

tumover by adding material
suppled by BPCL Rs.933O277ai -

tj.Finalfigureof€x€mpnou :Rs.111983865.33
claimdd dlirr dEductins s or\
done in CochiD E)rpo': Process e
Zore (Rs.88s2647/-)

7.9/., olexemptiod to total tunover : :14.49%
rel.rted to noD qompoundcd \\orji

{.l)Klrnncl Ensinee$ and conuactors lP} Ltd 20oa-09

ovlrPay cnl poirrtcd
audil:

Tb. actlrd] c)ipcrlses ln rcspect of labo'r!
charges and othcr dtarges u,cre not ascenainabL' frotu
the book6 ot account of the dc. er. Thc Honourabie
Hish Couri of Kerala in wP(cl No.14239/O8 had
perrut:ed the dc.lers ro prll tax ar the px€ amcnded
rate 3nd had djrectcd the (jcpatl1ent to accept such
payiren! subjecl to the result oi writ petidon. Thc Mit
peiition has not been dispos.d oI tiil date. ReSarding u)(
obJcction relatirg to clarfling ol eriemption as pcr Rule
l0 thic ca! be verified at tllc tirle of levision ol
assessmeri. Vcrficarior oI books oI accorurts &
compieSon of assessnrc,lt car bc dor€ only aJt€r the
dispos.rl ofWPC.

,- 
---. 

-=l -__a
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L'r .)Lher due:l

scl]emes and proAlalmlcs
inr,irrdiis financing

assessgrcnl, short lev\,

, a :..
'*-;;1: j [,' i

:.,,.

.

scheme/p'o.lect in dre
Jjght 

"f 
fnrdiner of s"splc

chcck by Audit fEdings of
s.dnple chccl by Audit



l4ir

hgUg4_g&9n_Nqt-qij,9n C6r. .4c's Re9orts

ta) Departmer)t f .iil,r Hr rcrrn i- raxes
I

Appiication ol incorrect rate of(bi Subject/Tirte ot rhc Revicw

lc) Paft 2. 12.3. r

I1

(d) No. C& A(i report ended 31.3.20I0
ta) Dare oireceipr of the Drai

f&a/ Review n fie Dcpa1lnrm
29.6.201O

{b} Drte oi DeptLrrrncnL's R(ply I S.I I

l

Gist oI Paia&raph/ Revicr,!'

'lhe auctit objection is rhat in rwo
CoEnercia.i Td Omcels m lespecr
of nvo contactors who engaged nr
the works contact for the year 06-
07 aid o7-O8 where +rssier of
pmPeny bok Place not i$ the form
of Aoods but irr some orher form,
dle taxable tunover w-as alrived at
ir viol.rdon o1- the plovi$ons of rhe
Rul€ and the taJqble ]\rnover
incorrectly arrived ar was asscssed
at vanous rates rar}gin8 fronl 4%
ro 2tlo/o, insread at thc correct rarc
of 12.5%. This resutted in short
le!y. of tax aild jnleresr Rs.9.21

IV (,,) Does ti€ Depaflmenr agree
\r'ith the facls allcl ligurcs
rncluded in rhej,atr agraph?

(b)

If not, Please nrdicate areai of
chsri8reemelrt and also attach
coprcs of relevalr do.umr.ts m

(a) Does the Depaimenr agree
with llre Audir conctusions:)
lf not, pleas€ indicare spe{jflc
areas of disaBreeBert wior
reasons for disagreement and
also attac}l copies of reile\,ant
documerrrs where necessa-ry

395/2016.
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Relredial aetion talien

improvement irr system
and procedurelr,
including internal
coEtrols,

l. M/s. KLlnncl Eneineers and Consrructions lP)
Ltd.. Or;-07- a]rd 07-08 Comm.rciai Tax Office
{Works Connacd: Maflancherrv. 

I

M/s. X.unrei Engrneers & Contracro,s t-d. 
I

Kochi werc eugaged in the contract of Civil Rork I

and [lirlg returns during the period o{ 06-07 ro 07-
08 paying ta-\ at the maLerial rate. Ttre Accounlanr
Generai has objecled !o lhis statirrg tie kasorr tbat
as per section 6(f) (0 of KVAT Act alrended fio[,
1.7.06, stipulates tha! irr the case of transfer of
Eoods involved in exeoution of works conkact,
r,lhere tbc transfer is nol in the form of goods, but
in some other form, tax is leviablc at thc rate ofl
lzu,o and when traislcr is i rhe form of coods al i

lhe rates prescribsd under tlrr rrspcctiv( "it,"a"t,'. 
i

Further as prr rule lO {2} {a) of I{VAT Rules lr'here i
the transfer of propelty tales place in some other 

]

form, the taxabie turnover shall be arrived aL after ]

deducling ldbolrr ano ourer chdrges lron, rhc rotal
amount r€ceived or receivable by the dealer for the
execution of thc works conir-act.

The (ornlrn'rli:rl I r.-ri urfrcer lu'('j h-s
reported that further acrion based on the audit
objectiorr has nor talcen since the HoD'ble HiBh
Courr oI Kcrala is in WPiC) No.14239/08 dated
13.5.08 directed t() collect the tax lron, the dealer
at material rare ic. pre olnended rate subject to
result of writ petition. The writ p€tjlion has not
been disposed of ye!. Hence tbe ,\sscssmerrLs for
tlrc years l)6-07 anC O7-O8 have n r been revised.
The Corlmercial T.rx Offrcer has aiso stated that
the deader is Iilirg returns as per the courl
direcuon and lbr the yea-rs 06-07 & 07-08 rax at
ple amerldcd rate has been collected,

2.M/s- IVRCL lniiastr-ucture and Proiects Ltd..
Kakka-nadi 06-07 Comroercial Ta; Office lworks
Conlractl. Ernaklrlafi .



1.47

Sectiot a,ll) of hivAT Acr as arnended from
1.7.2006 stipulares that jA the case of ransler of
goocis jnvolvcd iD eli€cution cI wort contract, wherc
the lr'a.nsfea is n,Jt in the forn1 of gooqs cu! ln some
other {orrli, n* is leviable art th€ rate of 12,Sol)
exdudirg declared goods. The assessment was
revrsed as per uider No.32O72Ot99Za /2006,07
dat(o 1J.g.lOl0 aDd rh( ra)€ ble rumover refrxed
as Rs.34,94,4ti,070,i -. Aggrieved by tiis order l.he
cornpany irled v,rir pctition before the Honourable
High Coun c.t Kerala. The same is pelding before
the HonoLrrable Cour! of Kerala. (WpC
34961/2O1O). Interim srny granted for rhe
collectiDn oi tari.

{b) RecorerJ of
overpayment pointed
out by audit

(cJ
Recovery of under
assessment, shoft ler.y
or other dues

(dJ

Modification ir the
schemes aDd plogl arbmes
including inarlcrng

te,

scheme/project in ttre
liAht of findings of s€nple
cb€ck bv Ar.l dit findings of
sample chcck by Audir

I , [4/:r. ]\,/iict_ lrlfrastnrcture &, pr.,jcc(s 1,r.1. i:, ,

i I corsfirlr:or a.d c,rlrmissjonjog oi Vjarer pr.jjecrs, I

rtl
I Roans, jl: idgcs and other Infrasuuctural iacilitics i

i I i ibr Ccv€rnmclrr and lJivarc Perrics.

r | , ,,.8:"'Jl'l,"iil:"'1')Yili:Ti"il1;1i:1,:1":1i
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Dcpr'rtmen (

Reporr
receiPl otthe Drali

Gist of Paragraph / Revieq

CO\.!M T/L\ES

Subjec!/Trtic ui rirc Revre$ ,r,ppt 
"rL,,," 

,,f i".i,,,i" r',ar,-"r ,

Paragraph urx

I aud,oriues granted pcrmission to
I ca:rcel the CST regsrration ru -1pril

Depaffien'. asr.
with the {acls and frgures
included irr !h€ pdragaph?

DetaileC rcporr lurnished
su stainable.

witb the Audir conciusions?

deas of d;sgreement with
reasons for disagrcemenr and
dlso attach copics of relevant
documents r'here

not. Please indicate arcas of
disa8r€emcnr and also att.rci
copies oI relevart documents in
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Remedial actioo taken

rnciuolng Intcnrut L

controis. I 'l'he auJ[ r€ar] obscfl,c.t rha! I4/s.Yasoram

i I \-q!ks- Cont.acr. qrraLulsm
lmplovemcDt ln s\/stcur

a) j ana proceaur.s. I 1 YrsdtLltt ljuilder! - -Zooa'oq
' I . . .:.--'-- -- I suL l,c,n tr.(lrmenrs 2O0b Uq

Date of

ofcST

short

Buildc$
20J8-

o9
o9.05.?co8 o.t I

2008-
o9

r.rtid CST

o.s8 0.02

Buildd s and sioLrllrem llNcsrmrnts d€al€rs in the lolls
of Woil(s L-oDtIad had appued Ior carc€Uation ol CSl'
r rilistr.nion in April 2OOg l(nd rne as8essrng aurhority
grolted penrrissnxr ro uatroel the Csl'r€gistratioD in
Apnl 2O0a itsell. 'Ihis dlowed the dealers ro pay tax a(
reeluced tate Ior thc year 2OOa-09 iD violation of the
prirvisions of thc Ac!, rcstrtring in shori llvy of tai of
Rs.O.5:I Crores'a6 follovi!.

Acdon u/s.25il) of thc KVAT Act 2003 has
alrcady iniliated agdinsr M/s.Yasoram Builders in order
t() realEe th€ shon levy pourted out ilr rhe- audil notc.

As rcgards lvl7s.SoufieD lrvcsl.rrcms (PJ Lrd.,
accD.dtlg io $e entics in ihe rdgrstration certificar€ as
q'eil as in thc system, the CST rcgistratior of the dealet
is c3noened urth eficct fro[| 3r.O3.20cra. Hence, ttui !r
8o/o u/s. 8(a) in) for re te.u 200il-09 is rot applicable rn

Works Conrrect. llattarchg:ry

3. M^fqd-a}!-lsqc. Co,rsrnrcrion co. 2008.09

'fhc audit query is ihat dururg the year the d €ler
lr3d paid ta under section 6(1) (0 aDd also under
section a o, the Act. But in relzltion to the tolo rrg
works, in respect of which the dcaler had pard ta)i

i__
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11'J8-09, su,cc th' .lcale' wa5 havinB CST registr.Lion

hr rhc ca:r Jt rhe r' mntrrct le dre work
a$aldcd by rh. co.poration of Cochin, rhe dcat€r had
opt€d fot palm(u( uI comPountled tajx und'r secrton 6

"-r 
t. ,q..i. As u.r sub.ci.use {ir) of clausc tal of

secdons, es il stood during the ycd:OOa-O9, in the
i ase of corrrractors riavin8 CST rcglsuarion' the rak of
compounded rax w.rs 8ol". But as per the lst Pro}1so to
chu;r lal, in thc cale of works contiacts avaJoed bv
Government of Kerdra, Kerala Water Authoritl ot bcal
Autborities, the rxre of compouDded t$< shal be onlv
tour p<r c€nr ol thc whol€ (orttacr amounr' ln licw ol
Ure above proviso. the rax Paid by thc dealer 3l 4% of
thi ccqtract aw.a.rded by thc Cochitl Corpc'ralior 1s ur
&cordance vitlt la\r'

As far as lh" 2nd ,oDsacr rs con(cmed thc
cbntracts entcrecl iDto beFn'een .he dealer and EDAC
LDsineers hd fell uJldtr t],€ fo[oN.ng tuto hcads

tbe goods trarsfarred in the execudon of tbe corlract is
ontl' declated goods. As pet rhe gth provrso ro sutr
secdoll (1) of scction t of the Acl, the tax Payable under
.lause 10, in lespe.t of ttansfcr of declared Soods not in
the forD of Eoods bur ii some olher form, shal be ar



Garn.r, l)Lil]lifriey & Co. \is Srate of Rajasd8r {1993J
Ad SI1 jO.l lS.C.i, :lier elaboralcly aratyznlg th.
coil-<!ita'u,rr6/ jl.r.,isions, dre H(dble Suprene Court
trad ir,,er .rl)a, ,!Lrd do\\.n lhe l,rllowlne pruciples wirh
regffd ti $rr Lev! ., tax or |hc goods trdsfered i. dle
er.cultr)i d wori(s cont.actsi

I i)l

l!) lt1 e)reri:isc oI its legslarivc power to iEpose
taL.( orr saL.'L,r pLrrchase ol goods under elrtry 54 of the
Stj!-- Lj:n rcad $rr1: Artiale:166 i29,5l(b), rh. Srate
Legislatir.i whil.. irrposiDg a t-ar o! the tralsfsr of
ptoPerly nt BLiods (wrlether as goods (tr rn som€ olber
fot]lrl rDl'olved in re execution of a lvorks conkact is
no1 compercnl to impose a !a.ri orr such ar trans{er'
ldeencd salcl which constitutes a sare iIr the course ot
nrter slate trade or com erc€ or a sale ou$idc the Starc
ot a sa.Ir in the loursc of in,pon ur expon.

(2J The provislons of section 3,4,5 and section 14
al}d l5 of *te Ce$tral Salcs Tax Ad, 1956 a.re applicable
to a tr'anstbr of prop€rty in Coods invoh'cd ir th€
€Iecution of a works coDtract covcred bv Anicle 366
(29-A) (t i.

(8J Whilc fl)iinB the rar€ of tax i is perErssib)e to
lix a uniform Iate of tax for the var.ious goods involved
irr dld ecution of a $orks cortract which rate Eay be
dillerent fiom the rates oI t:!x ftrcd in rcspecr of sales or
purchdse of those gocds as a separate artic1c".

t! therelo.c rlows froD r]r(. abov€ decision ot tbe
Hon tte Supr€me Coun. tha: wh.i1e it is permissible fo!
tire Sltat.is to lely a uldform rate of tax for aI the goods
rtalsferred ir t.|e execunon of Wodrs Con.rad, it is
subjccr to Secrion rs of the CST Act wh€re declarcd
goods are involved ib thc e{ecurion of such Works
Coniract. So the lery of iax on declared goods at a late
more than what is per&ritred by Secrion rS of thc CST
Act is unconstirutiona.l ar|d i11e8al. So in rhe Light of the
JudgEent the 1.)rll1ovcr of iron and stcel carrnot be
l&\ed at a tate rDorc than 4%. Furtb€r whilc disposing
of a batch of Writ Petitions and Wnr Appesls ilcd
chalenging the Aglenalr]]ent made in Clausc (4 Scction
6 of tle Act by tI€ Kerala Fi$ancc Act, 2006, the
Honble High Coult 6I K€rala has held on 23-l1.2OOg
iw.P.lci No.l1332/07, w.P.{C) No.11o93/O7 aIrd oder
cases) that ttre Amendment made is subject to SEction
15 of the CST Act arrd that declared goods translcrled
in the exectrdon of Works Conrrsrt will attract te.\ ohly
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---'lii;;p-iiia'x;;,i-i..i,a;i'i-.,c"L.';,..,1;JI'.-..-'.rJiini
i r,il acrcr.larc! i11!. .&,

:004-0,
2008,i19
2008-09
2008,09
:008-09
2008-09
1008-09
f,oo8,o9

i
I

i.

I

I

'fhe audil dbJectic,n irlvolrcd rrr tircse cases is
whethe! tlte ab.,v. build€rs ale extilied to 8e1 ure
ber-Lefit or rcd\rcrd fate d ta\ rt 39n dr;'iled for t]lc year
2004'09 by colullnrily canccuing the reFstratror utder
the CST A,cr 195t vilb efect Irom La.2003

Based on lhe Audit lhe sclf assesslienl nude by
the above de.rlef.. (ri to (7J me$tioned above $erc
r4ised. While rewising tbc self assessmeor urd.!
secrion 25ll) df thd KVAT Ac1. 2OO3. they havc iled
reply and requcst'd to ver4,, the rate of tax as p..r dt
Sth proviso to cl(,rse (.!) ot se.rtion 6 of th€ KVAT AcL
2003 as iaco!p\r.:!ted n. tl]e Finalrce Act, 2009
V€rlficatiol ofJr( assessrqen! records it is seen tbat'}le
|niir'. contrart ru,:re executeti pridr to I.4.2OO8 .urd
*'hich r€maiDs panly urrer€cited as on lst,{pril 200t
Sc' d1c .onrralror sltrdl pay tdri dt rhc rate i$ 11 cxisr€d
piior ro lsl April 2008 ic, at tire late of c,nly 49n.

ln Lhe lighr of the proviso incorporared i8 lhc
Fmancc Act, 2ol]q l-h.' assessnrEDt wer( complcred
adopting t.!\ @t 

.r':r and seated .in addrdorlal demancl
ior Rs.36,38,.{9.1, lvith itrrcrest AD dro\rnt ol
Rs l2l4a.l3q/. rs (olcct<d Tl,( bdlmfc a'.outrt is
pending collectron

Th€ ass(,ssrnent ir resped of lhe asscssec
Sri.Vadivclu, sree B,lajr Decolalors, Patrcm,
'l'ltiruvananthapur am lbr Ih€ year 2OOa-O9 q'ag

completed on :13-12.2011 and cr€adng additronal
dernancl of Rs- 1,15,878l- includin8 nterest.

WorL3 Cotltract. Kozhikode
Thc assessrenr of thc lour cases !!as al€:rdy

t',refl compl€ted !s pd ttre audit objccrion in thc draft
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I
I .M/ 8.PVS Navaratna 08-09 Additional Demaid -' Rs.14,68,696/-
2.M/s.Hilitc Builders {D Ltd. O8'O9 AdditioDel dcoa;d
. Rs.t5,20,40ol-

3.M/s.Hilit€ Project & Construction [P] Ltd. 0a-09 -
Re.49,09,430/-

4.M/8.PVS Apartmcnr6 - 08-09 - Rs. 6r,04,955/-

T?re assea€menr of M/s.S€iken Properties qnd
Dev€lopcrs (P,) Ltd. 07-08, T. Asokan 08-09 end
M/s.Kclala Trensport Co. 08-09 has not been reviscd
stncc th€y hav€ aurrendcred rhen CST rcgisEalion
withirr the pr€scribcd ti.ore lirait.

Recovcry of
overPa]rmcnt pointed
out b!, ;udit

(c]
Rccovery of rrnder
assessmen[, Short levr-
ot othcr dues

(d)

Modifcation itr thc
sch€Ees and plograflme3
including linsncirlg
pattem

(eJ Revi€w ol rimilrr

schcoe/project in th€
light ot fnding8 of saaple
chcck by Audit fndilgs of
saloplc check by Audit

395,/2016.
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Actialr takel Notes on Cd AG's Reports

(a) Department COM!4ERCIAL T

(bl Subjcct/Tirle.of the Revie$'
Paragraph

Shoft lela due to incorrect
classiflcation

lc, Paragraph No. i 2.12-4
(d) Report No. artd Yeer C66 AC report cnoed 31 3.201C

II (aJ Datc of rcc€ipl of the DraJt
Para/Review in the Department

(b) Date of Department's ReplJ,

lll
Gist of Paragraph / Review

lrve assesse€s rn urus, DPe.jrd
Circle-ll, errlakularn, Works
Contrabt, Emakaula.n a.rld Works
CoIrtraci. Thiruva'antbaputam
incorrecrl} assessed the turnov€r
for . sale, crectioa sJId

commissioning of lifrs fo. the y€ars
2005-06 to 2008-09 as works
conrract a.nd claimed cxelnpdon io
rclaiion to the turnover dn labour
cha.rges incuf,red, \phich resulted
rn short lcw of tax and intelest of
Rs.l1.24 crore.

I\T laj Does rhe D€pa.+ienr aglc€
r,r'ft th€ facrs and hgures
included m the F€raFaplr?

Yes

(b)

Ifnot. Plcase indicat€ areas of
tirsaErecmcnt arld also attach
copics of rclevatrt docuEents in
.support

(a) Does thc Departm.nt agrc€
with t]lc Audrt conclusions?

(b) lfnot, pl.asc indicate speciic
'area8 of disagre€mcnt with
reasons for disagrcemcnt ajtd
aleo attach copies of lclevant
documents -nrhere n€ccasarv
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ReErediel action taken

ta)

LnprovemeDt in system
and pfocedures,
including inlcmal
conlrots,

lhrs pat_a relers to 5 cases

{l} lv!/s.J9!nson Lrfts
I he scll assessEenrs for the yesrs 2005-06 10 2008-

09 wele revised sJrd-issued deEand notic.s. The
Hontt)e_lligh Courr gra-nted inlcrior stat,. ln the UBht of
slay orcter the fecovcry proccedings k€pr in abeyancc.
{2) Mls.lnfra India Elcvators t05-O6 1o 08-091

The asscsslaent was complclcd dor the y.a_rs 2OO5-
06 to 2008-09 and demand cr€aEd as under.

2005-06 : Rs.1.19.767
2006-07 | Rs.4.69.759
2007-08 : Rs.l1,75.747
2OO8-O9 : RS.3.O6.O65

(31 M/s.Omcea Elevalors t2OO8-O9l
Tha ssscssment was complcted alld dcmand created

ard RRC ksucd.
(4) M/s.Konc Elevarors 12005-06 to 20Oa-O9l

Action is bcing hken to re-open the assessment u/s
2511) of KVAT AcL
(5) M /s.gtis Elevato! Co. India Lrd. 'ivpm

'Ite essessrDents in rcspect of thc asscssec for t]le
ycar 05-06, 06-07, 07-08 snd 08-09 have alrcady bccn
rcvised on 9.12.10 arld thc fouowing additioDal dcmand
havc bccn crcatcal.

No cocrcive steps for collcction csn bc initiatcd in vicw
ot thc dircrion in \vp(c)No.i32 & 52al2005 of rhc
SuprqDc Court of India-

(b) Recovery of
overpaymcnt polrted
otrt by audit

(c)
Recovery ofunder
assesshent, short lety
or bther clues



(d)

Modi[cation in the
3ctrcIlc8 a.rrd progr&nmes
inEludin8 trn5ncirlg

(e) licvicw o{ sirailar
ca*3/completc .
6ctrcEc /ploject in tIrc
light of fadiags oI samplc
.bcck by Audit 6ndi.ags of
ssrtrplc chcck by Audit

156
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Action taken Nqtes on C& AG'5 Reports

taJ Depa-rtment COMMERCIAL TAXES

tb). Subjec!/Tide of th€ ReVieu'
Pa-ragraph

Short le'{y duc to incorrect
exemptron

(cJ Paragraph No. 2.L2.17,l
(d) Report No. and Year C& AG report ended 31.3.2010

II (4, Dat€ of receipt of tbe DraJt
Para/Review in thc Deparoent

(b) Date c,f Department's Reply

Gist of 

_Paragraph/ 

Review
Tbe assessitrg oficer loalized th9
ass€ssments of a dea.lc' engagcd in
public drstribution of Provisio.,
colsumables ctc,, for the yc6t6

2OOI-O2 to 2O04-OS in Dccembcr
2008, exeqpting the salc6

turdover of-tea sold under thc
braid nsme 'Sabari" vslucd at
Rs.72,92 crole. Th.is ai3takc
resultcd ul short lely of lqx oI
Rs.2.39 crore.

IV (4, Docs tl.e Dcpartrtcot a8rc.
wit}l the facts ard figEr€s
irdudcd in thc paragraph?

Yes

{b)

lf not, Pleas. indicate atcae of
disaSreement end elso attacb
cdpi6 of lelcl€rn docueents ilr
supporr

(4, Doce the Dcpaitmdrt agre€
with th€ Audir conclusions?

(b) If [ot, plcasc indicare sPccific
arcas.of disggrecBent with
acasons for disagr€ement atrd
also attach copics oI relevant
docu4ctrts whcre neceasan/.
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Remeaial actiot tsken

laJ

lmprovement in sylitem
and procedures,
including inte.nat
controls.

M/s.Kcrsla Civil Supplies Corporation has sold Tea
undel brand 

'rame 
'Saban" which is regisrered undet

Trade and mercha.rrdise marks Act and thc poinr of sale
is as speofied in Schedule-l
ln the ciro.imstarces, the audil enquiry is sustainable.
The assesslEent already complet€d as pe! older
No.23O4O I 17 / 04-O5/dat€d 31.12.2008 was by Fast
Track Tcsrn and hence action is b€iig tak n to revise
ttrc assessment after getting sanction froE the
Comissioner of comercial Tdes for the s6De.

Rccovery of
ovcrpa'.rneDt poinred
out by audit

lc,
Recovery of ulldct
asaessmeBt, short levy
ot othcr dues

(d)
Modifcation iD the
achcBcs and progra&rlcs
including fiJlancing
Pattcrn

3chcde/projecr in the
ligbt oI6ldiDgs of ssmple
chcck by Audit Endings cI
sa8ple chcck by Audit
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Actiol taker liotes on. C& AG'E Reeolts '

laj Deps-rtJnEnt COMMERCIA.L T&XES

(b) Subject/Tide of tl.e Review
Paragraph

Short levy due to tl]lnover
escaprng a,ssessmenl

Paraeraph No. 2.12.1.2(b)

td) Repon No. and Year C& AG report ended 31.3.2o1o
II (a) Dat€ of rec.ipt o{ the Dlalft

ParalRevrew in th€ Departmeot 226te

Date of Department's Reply 30.11. t0
nl

cist of Para€raph / Revics
I-D Coeselcial Tax OEccr (wcJ,
Erlatnladt, during scrutiny of
records ir is notsced tha! the
araess€€ M/s.Bhsrath Heary
Electricals Ltd., ejKecuted wotka
cr)nlracr valued at R+91.77 clorc
tor tb€ year 06-07 oD turDIr€Y
basis. However, the a$€s8€e
retuEed Rs-1O-93 crore bcins
labour eleeent iIl the s'llual
retum and clai@ed excsPtio! oa

the turEove!, resultittg irx ulder
ass;ssEenl of tu.movcr oI
Rs.8O.84 clore. The uisiakc ltaa
nor detectcd by t}Ie a$casiDg
authority 'v./hich tesulted in short
le\'y of tax aid intercsl oI Rs.13.34

IV {aJ Does th€ Dcpartmont agree
'with Cte facts slad frgures
included iu th€ paragraph?

No

{b)

U qot, Pleasc irldicate areaa of
disagreeEent and also atlaclt
copies ofrelevant docuocnts in
support

BtsEL is executing the fouo{tjtlg
conEact with M/s.Ke!sl.a stalc
Electricity Boatd whicb ha! twD

plrc€ breakup.
I. Suppty of Power Plant

.quiPEant from various

Eanufacturin8 units of
BHEL (R8.66. 1467 crores)

2. Erecdon testing atrd



cornmissioning of Powe!
plEnt by BHEL/Power
Gcctor/southem Region
1R6.9.20 croresl

The matcrialq to be supplicd u.ndet
thc above colEact arc despalchcd
by EaJrula:ctutidg !nit6 ofBHEL
who sead equipocBts as int€tstate
sales on subEi8sioa of 'C' forra by
M/dKSEB.. The goods sre
cqrsigled to M/8.(SEE direcdy
by various Eal1ufacturing units of
BHEL siorat€d outside the.Stat€ of
Kerala.
As fer as election, &EtiDg &d
coEmissiouiDg work is corccnxed,
it is pulely Labour: oricrtcd ald
hedcc cxeEpticE b daiDed by
M/6.BHEL in theit teturD8.
In vicw of tlc sbanc, aEoD.at
iovolvcd ill the $orka ccotract iE

ody crcctidr, tEstiDg aDd
coluakaioairxg work of Rs.9.2O
crores srbic.| is purcly labour aDd
hcnce exeEpt€d froE tax.
The saror is the case witb BSEL
dontr:act r/ith lbchi RcfDeri$ IJd
for ' revampilrg o{ cxistiag
coEprcsso. tor CEMP pbase 1 add
tbe work is purcly labour 6nd
hcDce cxeEptcd 6oE tax.

(a) Doe€ tle D€psrtmcnt sgrec
with lic Audit co[cluaioDs?

(b) lfnot, prcaac indicate specrric
arcaE of dilagr€c@etlt with _

rcasona for diBsgrccEcot aad
also attadr copies ofrelcvant
docuBcat3 vbrE ncccaaery

160
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ReD:!edial arcti<)ri. i{iket
' ----.,:ir..' ,,.i.i, ,,=r";,__.r-;_... F,.s,;;-"r ti,r v--d-,,

i I j hrprovcrr'ent in systcn J,,,grsr.'"c u:rder tolb tics'] ..''.1 CST ancl iras bedD

I ]lr,l Iaicjpl.ocedltles, iljutrnr:iri-,!i seles t"-\ rerurns regubr)i' -*'hefe; t]]e

I I incllrdrne intcrrrad lcdinl)l!:rc 
'tai'' reladDg to rhe tumover is beiaB

I I i-,--,,- itur$ishFc.contlols

2. Erection testing 6l1d coamissioDing of po\I'tt
: planr bv BHEL/Fow€r sei{or,/southe.n Regron

hi reg d 10 lirc nature oJ conEa.t urder a:ecurirm of|
liutriyr:i! Ell9L is execuring rhe loliowi]1g coabacl srirh 

i
n!;r-t:craia SfuLtc Electrjcity tsDsr(l which has rwo price I

l"!,.,:'rp. i

: Su"pl) oI power plarl eq|ripmant lron ra;ious I

marlufactudng udrs of BHDL 1Rs.66.1.167 oorcs) 
i

iRs.9.:0 crorebl
'n1e ruatenais ro be supplied under r}!e abov€ contrarr
ee despatched by menulacturi[g rnits of BHEL \;ho
setd cquiplllents as interstale sal!'s on slboisstoD oJ'

'ai't'o rby 
^ts-KSEB. 

Th. goods arE corlsigl.d to
I4/S.KjJEB dire.tly by various mauulicIuring uril! oI BHEL
siuarcd oulside dlg Sla1coiKerala
As nvlv be seell troll dri above, lhe sup![es made by
mam acturjlg drrils oi M/S.BHEI- have tc' be
neccssarilr govenEd urder CST Acr. as *ie trnrts
supplied conuacled goods tr, the specfied customer i.€.
IiSEB Luniyaoi AES, harlaJa!..
NceClrss to meation iliat tl1e ta)gtton would arise 3t th€
place AoIn whcre the equipmdrs cos$enced the
iourney llrld no olher sralcs car jmpose ta\ on those
supplies. 11 is al$o clear that itrtel state naiure oi
supplies ac rot ir the purfiew oI XGST Ac1 in as-6ucb-
as the goods have already su-ffeled ta\ irr the state trob
L'ilcrc the eoods !'om.m€ffed thc jou.oey.

"As far as ercciion, testing and coEr.Eissioning work is
couccrrred, ir is purelt. labo$r orienred ald heDce
a\eEpdon is clajEed bJ. M/S.BHFL in thei! ietunls.
ln view oi the above. s.Bounl involve.i i.E the works
.ontrad is only uectiou, tesd)g ard crn-rnissionrnts
wo* o1 Rs.9.2O crores q'hich is ,ut€b' l$out ancl
hencc exemptcd lrom uD,-
Thc same is ilre case q'irh BHEL cpDtract wittr Kocbi

395/2016.
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R€flnd.)cs Ltd for rcvamping ot €xrsring camprcssol lbr i

C:DMI'lLass i and th€ work is purely labour .rrld here i

i:.xerDpftf. fron tax.

(b) Recovery of
overPayment Poi red
out bv audit

{")
RecoveaJ, of uode!
asscssmcntl short levy
or ot]rcr dr.res

(d)

Modilicatron in the
sc'hem€s and prop.aInInes
iocludina inancirg

(eJ

sch.Eclproject iu tlc
light of 6n.riqgs of sanple
6eck by Audit Sndings of
saqple ch.ck by Audit
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' Actio! takeE Notes on e& AG's Reports

la, Dep;r'Enent IOI,L\,ILRCIAL TAXES

tb) Subject/Title ol the Revicvgl3g.prt Short levy duc 10 tutuover
es.rrrrrg assessmenl

(( Paragraph No. 2.12.1.4{a)
Report No. and year C& AG rcport ended 3t,3.2OtO

lI (a) oate of recapt of the Drfl
Para/ryview j! the Dcpartment
Oare of Oeparanent's nep5, 27.10.rO

Gist oI Paragaph / Review
li commcrcial Tax O{iccr
IWC{6L1, ThrisBur the Accouaranr
Gcne.al notic€d irr Septarbcr
2009 that the taxable turnovcr for
the yea! 06-07 of M/s.Cheloor
PropcrB Deveropmenr P.ojects l,td.
Pootrlflrrrla.El a works contract
deala paying coEpoundcd tax at
t].c rate ol four per cent was
dctcnniEd by audir ass€ssm€Dt
wmg as Rs.fo.ag crorc cven
tbough drc asscssec had a
contract rcc€ipt of Rs.I3.3a crorc
as pcr tbc certif€d accounls. This
rcsulted in 6hort lcly of tax of
Rs,ll.55lakl.

Iv (4, Does the Departm€nr agec
with thc facts and fuures
inludcd in the parsaraph?

No

(b)
lf not, Acase indicatc arcas of
disagreeEent and clso artach
copies of rclev€.nr doclrEleEts in
support

Noticr undc. s€ction 25{r} was
*su€d to th€ assessce to ass€ss
tlre turnover of Rs.l33?85975/-.
To this, thc asBessce &ed reply
stating that he uscd b pay tax on
recEipt basis ard this includcs
advance a.Ixroutus receiv€d beforc
completjon of thc Fojects. The
aclvancc rcceived i6 takca oa rhc
crcdit aide oI the Proft arrd l,oss
Account oEly oa coopledoa of the
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hss a.lteadi Paid tst due for the

advanccs tec€ied fot tbe
c.lDplet€d Fojccts advanccs were

includ€d in th€ ftoft and l.o6s

Accoult as iocoEc, rbcrc ls no

cs(:ape ol lurrovc! ot tax fot the
2006-07.

Dcpgr-lrncrrt agaet
vith thc Audil conclu3ionE?

srcas of disagrc€m€nt Vith
r€asons lor disagrcldrcnt and

also attach coPi6 of rclevant
doclrmcats where



lo:)

Reoedlal actiotr takeB

lmprovement in system
arld procedures,
including incrnal

,:rnual rcrum as well as Fortn 13 aid 13A

by M/s.Chcuuor Property DeveloPment Projecls

Ltc. shov/s thal rie dcalcr had received ooly
Rs.1o.l8ea9o6/ ss rsceiPis during 06-07 and thcy

had paid iax at comPoundcd rates for the above

r€c(ipls. lrr rhc hofit e.nd l,irss account. *IE

assessce had conceded Rs.133785975/- as income

from sales. This tlrrnovet includes the Lotal sale

receipts of their complcted projects. For the sale of
their comPlet€d projecls. llle comPany had already 

I

received advances in th€ earlier years and paid t€x r

{or rhc advancrs received in Prevjous years Thus I{or t}re advances received in Prevjous years Thus

the rot€l sale amount of tl.e coopleted Projects has

bc.cn included in thc Profit dnd loss account As

such. therc occurred di8ercnce in receiPts and

incosre,
Notice under s€ction 25(1) was issucd to the

assess€e to &8sess the turnover of Rs.1337A59751'
To rhis, the assessee fled reply stating dlat hc

used to pay tax on ftceiPt basis arld this iDcludes

idvanc€ amounts reccived before comPlction of the

projects. The advance received is taken on thc

credr{ side of rhc Profit and Loss Ac€ount only on

completion of the entire prcjecls As the aasessee

has alr€ady paid tax due lor the advarces rcceived

1br il|e completcd prcjects advalces were included

in the Profit ajrd l,oss Account as income' therc is

[o escape of turnov€t or Iax fot the yesr 2OOq-07'

{b} Recovery of
ovcrpaydent pointcd
out by eudit

(c)
Rccovery of under
assessmlnt, short levy

or other ducs



(d)
Modilication in tll€
sch€mes and.
proSrartrur6 including
'finalcing pattErn

(e) Rcview of similar
caaes/ complete
sch€Bc/ project in th€
light of findinBs of
salrple chelk by Audit
fndings of sa.&ple
eheck by Audit

166
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Actlon takea l{otes otr C& Ac,s Repo.ts

le, Departrirent COMMERCIAL TAXES

tb) Sqbject/Tide of the Reviee
ParagEph

Short leD/ duc to turnovcr
escaPing assessment_

(c) Paragraph l.lu.- 2.12.1.41b1
ld) Rcport No. and Year C& AC rcport ended 31.3.2010

tr (4 Date of rcceipt oI ttre Draft
Para/Ecvicw nl tbe DepsrtacDt

(b) Date of Department's Ref,f 8.7.10
III

cist of Pa-ra8raph/ Review
h Conectcisl Tax Of6cer
(WCSLTJ, Thrissur, it i! noticcd iD
9/o9 tha1, M/sllul{kss Builders,
Thri6sur, alx asscae€e eogagcd io
wo.ks contr.rcr conceded a total
tulnovcr of Ra.2.23 crorc ody in
thc €nnual retutu even ihougb hc
had a contract rec€ipt oI Rs.4.5S
c-rorc as pe! thc ccrrifcd p&L
accouDt Ior the 

'ear 
O7-Oa. This

Esulted €Bcap€ of nrmovcr of
Rs.2.32 crorc sd consequ€at
short lcvy ot tai and inr(trcst of
Rs.IO.?8lakh.

IV ta, Do€s tbc DepsrtEcat egrcc
witrr thc facr6 snd 6gure6
includcd in the paraAraph?

No

lb)

U nor, Plcar€ indicatc arcas of
dicagrc€Ecnt and slso aus.h
copi€s of rel€vant documcnrs in
auPPoft

Thc codsEuction !€vcnuc
recognized in the P& L accoult
{,as. Rs.4.55 ciorc, i.c. t}rc co8t
cstieatcd for thc \rork and
reclipts for the ycar O7d)8 was
only Rs.2.23 crolEs. The cstiEAt€d
revcnu€ ajrd e€tieatEd coat for the
lespeeir'e year i3 cdculaicd in
accordancc to thc pcIc.nt Ac
corlplction mcthod and shoilB itr
thc P&L accou$ a.nd tllc .evenuc
rccognized ia lot thc actual
coltradt rcceipts. Verifcation al6o
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rd,catctl that the total rcceipts for i

|}Ie ]-ca. is ody Rs-2.23 cror€s arrd

ttre dcd"{ had nor received any
other ulrdunls fot thc conttacts,

lttercfole tltcre is
df turnovd! or shon of tax.

ar€a6 of dtuagre€ment wilh
reasons for dlsa8leemcnt arxd

also attach coDica of relcvant



169

ReDodlal action tske!

395/2016.

(4
lsrprovement in systeo
and proccdur;s,
including intcrnaf
controls.

As per t}!e obs€r:vation in tlc audit, ttoticl rDder I

section 25(1) of KVAT Act u,as issued to the desfcr 
I

on 31.12.2c}r)9. Thcr. upon thc aeecsocc hadl
produced. &e booka of accounts and fifed 

J

objoctions and clatification8 stating that they had 
J

receivcd ontr 2.23 6otBs ss storks cootract t€cciPt
and thc cstimatrd revcnue and estilnated cost for
the ycat O?-OB was crlculatcd in accordancc witi
tbe'pcrccntate cornplction e€thod'as Ehown in
thc P&L accorrlt.
Verification of tic books of accounte s.nd'

statcoxcnt! filed tv tlrc dcakf, rcvcsH tlEt tltc
cons'truction tsvcnuc ne@gBizd was R6.4.55
crorls but ooDtr;rct rcccipts for thc yeat 0?_08 \t'as

onbf 2.23 qorc8,
Thc conatruction rwertua rccogDiz€d io the P& L
account atat Rs.4.55 crore; i-e. the cost cstioatcd
lor tb€ work ard trccipts for tllc ycst O7-OE sq3
only Rs,2.23 dorca. Thc cstitnatcd aevcnue €Jrd

cstid|at€d cost for the acspactivc ycs.r is calcuLated

in ac.o{da.occ to t}tl Frccntagc ao@Plction octhod
and ghorn in thc P&L account a.!rd thc ratcDuc
rccognizcd i3 not thc actusl contrqct tacciPts.

Vcrification also rcvealcd t]rat thc total-rccsipta for
th€ ycai is onv R8.2-23 crotes atrd the d.alci had
not rcceivcd Erty otlEr d$ounts for tlrc contracB'

Thercfore tlEt€ i8 no escaP of ttr.rtlovcr br
L shon lew of tar-

(bl Recovery ot
ovc.pdymcnt poirtcd
out by audit

(cl
Rccovcry of undcr
aasessocnt, rbott levy
oa otltc! duca
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Actlo! ta,Letr l{otcs oa C& AG's Reports

(a) tlcpa.rtment COMMERCIAL TAJGS

(b) Subject/Titlc of the Revicw
Para€raph

Short levy due to
cxcrllptron.

ulcorrcc!

Paragraph No. 2.12.2.rlb1
Rcport No. 6nd Ycar C& AG report end€d 31.3.2010

u tal Dat ofrccei8 of tlre fhaft
Psre/It view in ttrc Depg[acnt r1- I -to
Datc of Departoent's Raply 18.6-r0

u
Gist of Paragraph/ Review

DurirB scrutiny of, records in
Cotnsercia.l Tax Ofiicc (WC),

Thiruvana$t$apur:alo it was
notic.d i't March 2009 t}rat a.D

aaicssoe M/6.Na.rsi and
AseociatcS, Kulathoor cngaged
in ^tie businces of interier
dccoration incor€ctly availed
cxcsrption of R8.3.13 crorc and
Rs.A.82 crorc on the total
tumovcr for thc y€a.rs 05{6
a.od 0607, illstead of availirg
crcapdon in rcspect of labout
and othcr cha{ges at thc
spccilied.ratr of 25%, a8 liabour
and othet' charges wcrc lot

aacertaioablc from
thc accounta. Tbis rcsulted io
short lcvy of. tax Rs.47.34 lsldt
at t}rc applicable tsx rate of
12.59o.

ry (4 Docd the Dcparhlnt sgrce
with thc facts and {igurte
ircluded in the paraaraph?

No'
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(b)
If not, Pleaa€ indicate ar€a8
of disagrc€,rocnt and also
attach copica of rdcvarlt
docuDints in-support

O! vcrification of accounts it ie
ae€n that thc a$ecasee

coatiactor maintaincd all the
bookE of accounts. The Project
undcrt,len by them is a Ls.bour

orieoted one. Docu.ocnta.rjr
evidences produccd shoa,s tltat
akaost all tbe pajaqre{lts wcre
effect6d by the contrectot

.ttrrough chequca. During ttle
period, thc cotlu?ctor llaa not
opted for cotnpounding, Henc€
Echedule rat of tax adoptcd by
thcm is in order,

(a| Doc! thc DcparEEnt agrcc
vitb thc Audit conclusion8?

(b) lf not, plcaac irtdicat
apccific ar€as of
diBagrccecot $'itb rea.gons
for diqagrc.dcitt and also
attach copies of rclcvant
ilocuments a'lrcrc aeccasary
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vI R€medlal rotton taken

(e)
Lriprovcmcni in slrstcm
and procedr.ren,
including intcmal
cont ols,

On verilication of accor.rnts it is acc,] tbat thc
asscaaee @Dtractor baintained gtt tbe book! of
accounts. Th€ project undcrtaken by tlreo i8 a
labou! oriedtcd one. DoclrmcnEry cvidcnccs
produced_ shovs that alDost all thc paymcnta w€!'e

Ftrcctrd by thc contractor ttrtrcugh chcqucr. Duting
the period, the coitractor has not oPtrd ,oa

clapourrdin& Hcilce schedrtc rat€ of tax gdopt€d

by thel! b in ordcr.
Ia Worka contract, cost of toods tralsfcrtEd in Orc

crecution of rorks c$tract togcthcr with proit
sball bc tlrc tsxablc tufnoYcr. Cost of Soods srcao!
t}!d price of goods togctlcr with all thc capcnacr
incurcd by the coobactor in bringiag the goods to
t}lc wo.k 8ite.
Rutc 1O(2Xb) of thc KVAT Rules is aPplicablc in
caac whcrc tbe dcalcr ha5 not oaiotaincd any
accounts. ltt tiis casc tlle dealct sas daintainioS
pucca books of accoulta. Verficd 9!d found thqt
each and cve{y punchases and othat Eart6actioDa
t'er! duly oupportcd by proper invoiccs 6nd
voucb.!8. No discrcpancy noticcd in th.
maintenanca of bools of accounts. No neaa{t!! to
disclrdit thed.
'What is asscascd in this ca!€ is thc rransfcr valuc
of thc goods at thc ti.Ec of i4corPoretion of thc

Soods into thc $ork by tl1c contractor a! Pointrd
out in thc audit. tt 4ay plcase bc s.to that thc
tota.l purchale vsldc of thc goods itlvolvcd in tlris
casc is Rs,33172262/- whcreaB, thc tranrfer valuc
of t}lc dratcrials in the works incorpotgtcd i!
airivcd at Rs.36489488/-. Thus it cal bc ac.n
that thc discr€ncc i! the Faosfcr valtre of Eatcrisl6
in the work lncorporatcd coacs to Rs.3317226/-
which is more than t}rc total purchasc valuc of tltc
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goods involved in . the works. There is ;;
escapeElcnt of tuhovgr of works contract amount
received. Hence the self assessment made by the
dealer is in orde/.

(b) Recovcry of
ov€rpaymcnt pointed
out b'y audit

(c)
Recovery of undcr
asaessment, short levy
or other duea

(d)
Modification in t}Ie
schcmes and
progmrn'nes iocludinB
fnancinS pattcrn

caseB / complcte
scheme/ P|ejcct in tle
light of fildings of
Bample chcck by Audit
findings ol samplc

^hmk hr' .Audit
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Actlon taten Notes otl C& AG's Reoosts

(d) Dcpaitlncnt COMMERCIAL TAXES

tb) SubjectTTitle of the ne,ffi
Ps.ragraph

Short levy due to incorrcct
excEptroo.

PsragIEpJI No.' 2.12.2.5
Rcport No. end Yc€r C& AG rcport endcd 31.3.2Of0

(4 Dete ofreceipt oflhc Drafl-
Pers/Rcvilw io rhi DcparEocnt
Oare ot Ocpartmcnt'e Reply 9.12.11

n
Oist of Paragraph/ Reviee

In Comocrciql Tax Ofticer (WC),
Mattdrchcrry, M/s.KMC
Con$ructions Ltd., South
Chala-kudy a dcatcr cl,aibcd
dcduction in .r€spcct of rub
co.otract awqrdcd for thc JEars
2006-07 .to 2OO8-09. the
Ac.ouatant c"neral {Audit) h.s
obaerved that tll€ sub contract
c'as pufcly laboui contract and
hencc the.sub contrectofa wcrc
not liable to tax and thdt thc
Eraterials for the worka ircrr
issued by thc awsider ard
hence tlrc liability rcals with thc
awarder it8elJ. The incorrect
claim of excDption had rceult d
in.ahort levJ. of tsx and interBst
of Rs.l.56 crorc.

ry (a) Dde6 the Deparbrrc$t agrec
with tie fscts arrd Egures
includcd in tlc peragraph?

Yes

(b)
If not, Plcase indidatc sreas
of disagr€cecrtt and a.lso
ettach copics of rclevant
docurocnts in support
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ReDredlal ectiol tekeo

ImproYemenl iD systcrD
and proc€dures,
including internal
controls.

ellowed towards sub contract amoun! clasaitrcd as
puae labour coDt gct. ln tunc *'ith the above
obcervatioD thc alcged Ehgrt lcw of tax has bcca
made good by invoking Scction 25(U for the yeat
06-07. 111€ asscssment order pasred by thc AssL
Commissioner (WC) has bcen inleriercd by tlre
Dcputy Conmissioner 1A}, Ernslc a.o a.s Fr ordcr
.date 21.6.10. The above order contaias elaborat€
di8c-usdions on thc avcdDents of thc asgcsacc sDd
thc fndings. Sirc€ the 6aid order appcarcd to bc
urtt nablc occond oppeal has bcen flled against tle
aalre bcfor€ tlte Honble Tribunql. ltre 6cco'nd
appcal is pcnding disposal.
As per thc apFll,Btr ordc! thc diea.llowsice tocratds
aub conhact amount is not in ordcr and hcnce thc
same bas bcen dircctcd to bc dcbtad. some ottrer.
grounds aaised bl. t}Ie asscssea has bccn directad
to be considcEd, bV tlre Deputy Commissioolr
lAppcsl6). Sincc tbe State har a irtrong caac to
revcrac tJ1e ordcr of tJre appcUate autlErity, thc r€-
asgC$IDent i! accordance with the dircctions of t}re
Deputy Co&eissioner (Appealsl Eray not bc
bcneficial to the r€vcnue. Io the above
circr.rostarccs, nodifcation of tlc asscasmcnt for
2OO7-O8, 20q8-O9 c5n bc Eade baed on tl|e
outcooc of t}lE appcsl pending before thc lyibunal.

overpqyeent Pointed

6.Bscaslncnt" Bhort lcr'Jt
or othcr dues

395/20r6.



T7B

(d)
Modific€,tion in t}te
schcEcs and
PtoEramrcs including
trnqrrcinA pattam

(e) Rfview of similar
caaca/ cobplctc
schedc/Fojoct in thc
light of findilgs of
salnpfc chcck by Audit
findings of sa.Eple
cfre* hy Audit
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Actioa takGa Notes on C& AG's Reports

{a) Dcpsrtecnt COMMERCIAL AAXES

(b)
Subject,/TitLe of thc Revicw
Pa$graph

Short lcvy due to exccss
availiog of Input Tqx crcdit.

{c} ParaAraph No. (U

(d) Rcport No, artd Ycst C& AO rcpon cndcd 31.3.20fO
(a) Date otrccript of th€ Draft

Pa.ra/ Rcvics' in tl!€
Dcpartroclrt

ltl- -L - re

Dalc of Depar@cnr's Repbl 19.10.10

Gbt of Paragaph/ R6/iew
h Codoercial Tex Odicc, Spcci.sl
CiCc-U, enafdrl@, duriDg 'thc
scrutiry of aaiclatacDt rlcoldr of
M/B.AppoUo Tyr$ Ltd it g|a.g

ooticed thaf thc is€assec stoct<
tarafcrfed mcr metlrials valued
et It!.3.44 .rorc and R'.9O.3O
Pctcaot of tlcit cpirlr^d !|Ilducts
tor the ycar 07-08, Howcvs, *hile
Iiroitilg input rar clldit to tbsl
cxtcut by rdcr8c tax, it waa
aaeascd aB Rsl4,Os crtrc ilafcad
of Rs.27,32 6orc which rcBultad in
short lcvJ' of t x and intclcst of
R3.3.85 crolc.

(e) Doca thc Dcpartment agree
witl tlrc facts and faur€B
iaciudcd in thc paragmnh?

No

{b)

If not, Plcasc indlcatc srces
of disagrcqtredt arrd €lso
attach copies of rclcvaDt
dgcumcnts in Bupport

Thc Aaac8r€€ in hiB ocu
ralcaerast wakcd out thc rsi€rdc
lax aB Ra. (X953 loi/-. But a.
pcr thr atatbtica Evailablr in fcE
13 & 13A trlcd by tlrc es.csscc thc
tjct/tf,ac tlx duc fu 6ly
Ru-2323,74,629/-. HgDcc tbcr! is



no shon lela as pointed out in
aualrt.

(4 Docs the Departeent a€rce
with the Audit cooctuaions?

(b) Ifnot, plcasc ildicatc
apcciic ar€as of
diaagrccErcnt with reasons
for dissgrceracnt gnd also
attach copies of rclevait
docuEcnts v/herc lreicss€ry

180
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Retredial eetiot trke!

(a)
ItuprovetncDt in s!.stcm
and procedlues,
including btemal
cortrols.

The d€abr rvhib fit'ng monthly and anoual l€tum dring 07.08
ha6 made €6lt a5s€ssment erd wofted olt th€ |!vea!6 iax at
tu.24,04,S5,310/-.

The dgtails arc gtven below:

l. Locaipuachase valu€ from VAT clealors

2. Purchate frorn VAT doaler, but by mistako

It ia ghown as purchase from registered

d€abr ollFr lhrn VAT d€ehr

3. Lles vslu€ of goods (RavJ rubb6r)

stock transfered out, as 3uch

4. Balanc€ value ot 9ood6 |jied in the

marutacilac ot goods

R8.8937'l 72968

Rs. 77565e'6a0

Rs.971282E608

Rs.344U82916

Rs.@72U*C2

Brrt tho valug of local purchase of good! trorn local
legi6tered doaler6 a6 p€r Fom 13, 13A and it5 anclolcd
.tatem€m is R6.99330.24 bkh6.

L€as ilocl tral|ster of l.w rubber Rs.344O,a-82 lekhs

Balanc€ Rs.64925.41 lekh8

Vall€ ol gooda uaod tor 6als/dispatch Rs.171169.79 lalfii
Valuc ofgoodr eold,/dirp€iclEd ss Rs.215473.35 laktE

per atuud rqurn

i.€ 1. Looal sal€. Rs. 5363.S7 lakh8

2. lriarltat! 33lcs Rs.4449O.95 lekht

3. Erport Rs.13711.141dds

4. Stock t arE e. (o!l) R.3.15'1907.29 |3ld|3

R8.215473.35 httrs
Out of totel 8tock traratsr olt valu6. Rs.285277009/- b baal
slock tr.n#er oll .nd balance Rs,15190729 lekh. b f€
int€Etata atock lEDafer out a6 o€r anhual lEtrn.

In gniving lho stF e of stoak tran6ter (lnteratato) ftgln th. br.,
dLpetdr of goods, uF total a€l€6 valla/d€Bpatch vdw haa to
b€ conaidercd and not ttle actJal coat o, ttra gooda
d6Eo.tch6d Th.6mmnv vide bttar &tad 4.4-2010 ha,



lhal Alock l€osfer Yalue is
duty psid. the lot3l exci66 duty psid b R8,2 cJote snd I
sab velue. The ardit pady had concideaed lha aatrsl coC of
th€ Ooods solddispatohed iNiead of 6alo valua. Ths adual
coai ot good6 sold/djspatd|ed k tu.17116975/25r- wl|e €..
tho lah valuerdisDatch velue b Rs.2154733500O-

Thug $ro p€rcarsSoe of local pufthaae of goods ured for tl|6
rnantJfEctuIe and 6tock tlrmt€r out is a6 follo ls.

151 9O29O0Oxl 00|70.zlg16

2154rc35m0

ThE perceinege wo.ksd out et cost of 9ood6 6old and cost of
0ood8 abck Uan6lerr€d algo r6€al lha sarE porE6itag€.

The p€rc€ntaee lvorked out by th€ audlt peny b 90.30% rflhidl
ia hcotroct ITC avail€d rsw firatEriel (!r€d in iha marufaduG
of Cooda 6tock tsanaf€a.€d.

ic. ?0.49% of Rs-6.49,25,41,00O- i. R8.4,57,85,92,1511

In Erp6c{ ot tTC availod on raw matadab ui€d in thc
manufadurs of goods siod( lrgnd€rrod erd rcvettB tar 396.

P}-or
' RewEe tex

Ravalpa tar of rarv rubbor purd|e3€! e4d slo.k L.mt€,r€d.

V.lue Rs.3440482916

3% R6. 1032144a7

Totai'hEv6.3€ tar (10321 14A7 +137 l477€f)=FG-24n61?452!"

Th6 doabr had @ncad€d rev€rse tax emounting to
R!.2,{0495310/-

Hcnco thor€ ls no shod 6vy e3 pointod out by lho AoEountar{
G.n6rel axcopt R3.16942,/-

Furihar it is lo b€ notod lhat lhe caldiation end wo.kjng3
edod€d by fh. A.countant G6n rel i! co.dd.r.d,
that ih6 vaiue of goods for ral6 is Rs. 171 18975725

loas velua irl go;! dock lremfofied Rs.15156006009

Bala.F9, valuo dgpgds for 6ale R6. 16409as72o

Th6 lo$al and int6nliatg aal€s and axports conc€d€d by th€
doaler es p€r annnal lefurll ard foam 13, 134 b a! dl.|lns.

'l:Locallale Rs. 53639?6,t5

2. Int€f6t te r.L.8 tu.,144S09543S

3- Freorl

Total

Rr-457659215 t

Rs. 13?297765

R6.1 371 1 14915

R.. 8356607899
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I

It means that lhe cost of goode sold i6 R8.16609@720/-. Tho
6alc. twnovor is Rs.6358607909,/- Gro6s Fofit b
R..4695838279t ie: 283% which i6 unr€aliatic .nd
rmtoudcd.

The re|b..s lar dL6, worked olt Ebove b.red o.l ttra iirhic3
aveilebb in Form 13, 134 b Rs.232374829/- wt5r e. thc
aaaassae in hia l6lf a$e6€oonl lha r9v!ra5 tax i6 wor*9d out
to Rr.2404s5310/-.

o) Rccovcry of
ovcrPalEicnt pointcd
out by audit

tcJ
Rccovcry of under
aaseslldcot, short trcvy
or otltcr ducs

(d)
Modification in tlre
sch€ncs 6nd
ptograEDcs ineluding
fDa'lciDg pattem

(cl Rcview of similar
c€8ca/ coropletr
schcEc/ Foject in the
rybt of 6n4t-{'gr of
rsd$na cbcck b5' Audit
&rqbBr of rqnplc
F4'Fli'tt 4'rdit



I {4 Departmcnt COMMERCIAL TN(ES

(b) Subjcct/TitL of thc Review
Paragraph

ghon leiy due to e*ccss
availing of lnput tax crcdit.

(c) Paragraph No. 2.12.6(21(al

RcDort No. 6nd Yca.r C& AG report endcd 3f.3.201o

ta) Datc oftrccipt oftbc Dt6ft
Para/ Rrvi?f,r in tbc Dcpaiocot 4'6'ttt

{b) | Datc of DcPartroent's ,RcPtY 24.9.1O

Itr
Gist of Paragmph/R.viclt

G coE.delcial Tax ofhce'
special circlc-I, E dakulam,
during thc rcrutiny ot
aas€a3tllent lccord3 of
M/d.{ppoDo lyres for 2OO?-OE.

It {,as noticcd that an a3scslc€

aYailcd input tax credir of
Rs.35,?5 cronc on loc€l
purchas€F of Soods va.lucd at
Rs.a2E,35 crore as agaiDat ibe

cligibb claim of Rs.33.13 crore'
This rcsultcd in short levY oI
tax and intct€st of Rr.3.1l
ctore.

(a) Docs ttrc Dcpartoc4t agrc.
wit! tbc facts and igutca
irc.lud.d iD tbc Ps.agraPh?

No

(b)
If not, Plcas. indicat erlas
of disagr€€Eant and abo
attach copics of rclsYant
docrrlDanta itr suPPon

EEr annuat letuin iot the

Ycar 2OO7-Oa, thc 4% taxable

purchasc slrount is stro*n as

Rs.8.2E,34,51,679l-. Another

"t,a"tt""" 
tutaovcr of

i".zz,sO,ss,Oesl- i6 sbo\r'n in
the ner<t colurnn value of local
purchasc from rcgist4l jglcr

184
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!

nistakc. The purchasc is flod
local regiat€.cd dealers. By
rEistakc il is incfuded io the
tidjdining coluDn other thar

Do€s tllc Depe.rEllcna a€ree
wilh thc Audir conclusrous?

apecilic areaa of
disagrccment with rcasons
foa disagleem€nt and also
attrch copies of relevant
docrj.Inents. where

395r2016.



ReEedial taLe!

{'al

lmpror.,eoent rn system
aE<l proceduies,
includirtg inrr rnal

As pcr annudl rcturn for th. year 2OO7-08, thc 4%
taxable r,urchase glrou is shoM
Rs.6,-1.\.J.1,51,079. . Anlthcr purchase rurnover uf
Rs.??,55.5S,o39/- is sbown in rhe nort colurDl value
ot toc.rl jrurchale from regimered dealcr olhd thai VAT
cle.{er lt is a uisrake. The purchasc is fr(m local
regisi.cred dcdlcrs. By mislake ir is inctuded in the
adjonling column other than VAT dealer. This mistske
was icJlect.d n ths relevant Erorthly rcru.n for 2/2008

Veril€d fhe plrrebase bills lelarijrg to th€ moDth of
February', 2OOa ard found ihar thc purcbase ot 4Zo

aoods amountrng to Rs.77.56,55,639/- h.as bcen
cfrected froE local registercd dealers on pqj,menl of VAT
at 4%. Wh€n the above purahase is includcd in th€ 4%
VAT d€al€r category the totat 4% purchase is
RS,9,O5,91,O7,318/-. lt,s inpur ian due is
Rs-36,23,64,292l-. ENrt the deeter has ctaimed inpur
tax oiny tur Rs.35,74,87,I21l-. Hence there is no short

(bJ Recovcry o{ overpa5nncnr
ponrGd out by audir

l'J l
Rajovcry of unde!
assessmcnt, srrorr lcvy o.

{d)

ModiEcation ir} rhe 
I

schemes and programmes 
l

inciudina iirancins 
l

Daltern I-----_- l
le, Kcvrew ot ,Jimitsr

schcloe/ groject in thc
liaht otfi,ndings of saople
check b\/ Au.lit findjrlas of
samde chcc.L by Audit

186
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Action tak€a Igotelon C& AGr€ Rerrorts

{4, Deparurrent TN(ES

(b) Subjcct/Title of thc Review
Paragraph

Applicstion ,of incorrcct ratc ot
taJc

(c) Paragraph No. 2..12.7.i|rl
{d) R€port No. a'd Yeat C& A(} report cnd.d 3l.3.2OlO

II tE Dat of rcceipt of rb€ Dlati
Para/Review in thc Dcpartoent 14- il-tt

(bl Date of Departrnent's Reply 27.3.rO
llI

Gist of ParagrElph / Revicw
During scrutiny ol t-|e ra(:ords
rn Sp€cial Circle- Pa.lakkld, it
wss loticed tliat M/s. nl Ltd.
Ksrrjikode EEnufacturer and
deater in El@tronic Switch
F,quipmcnt for telrghonc
Exchange ard VRLA laattcry
aaaessd out put tIrx orr the
sales tur'nover of batterj/ for ttlc
yeai 2005-06 and 2ou6-o7
valued at Rs.6.69 cnf,re at the
.ate four peacent instead ot at
the correct of 12,5,t5. This
resultcd in short levy of tax and
intereat of Rs.72.34 lakh.

IV ta, Doca t]'e Departmcnt agr€e
with the lacts and hgrucs
inclrded in tie paBgraph?

No

(b)
If !rot, Pleaa€ irdicate ercas
of dioagreeoent ar:d slso
aftach copies of Televant
documsols rn supPort

M/ s" ITI, l(glxjikoge ll..s 61ed

revised €rrnual r*ur! for the
ycar 2005-06 onl 25. 1.1.2OO9

and firtal rct\rrD ior 06-07 on
10.1.04. As p€r the rchrrns
they have rlot cffectad any
aeparale salcs ol battery d\lrinA



1BB

thc yets within the State of
Kerala. The Asst.CorDmi6aioncr
has veriGed thc s€le bius for thc
pcriod and tround tl'at no
scparale salcs of battery were

cfiectcd during thc Fars within
the staie bY thc ComPa'lY.
Hcnce the dcfect Point d out in
the audi! is rrot sustainable..

(a) Do€s tlrc Dcpstmctrt agree
\sith tltc Audit conclirai,or!8?

(bl lf not, plces€ indicrtc
specitc areqs of
disagr€cecnt witb rca.son6
for disagre€bcDt and also
attach copiea of rclevant
docuoents where rrecessary



1t]9

trLeEedi4l sctioD take!

(a)
lmprovcment in system
and procedules,
includiog intemal
conDrols.

tr,f7i. nt, lia";itoae hss filed rdvised annual rctum
for lhe year 2005-06 on 25 11.2009 and final
return ior 06-07 on 10.1.08. As Per t}le returns
they havc not eflected EJty $eparatc sales of b4ttety
during the years s.ithin the Slate of Kerala. Thc

Asst.Coromissionet has verified t}lc salc biils fot
the period and fou d that no seParat€ salcs of
batiery w€re ellccted during th€ yea-rs within rh€

stare by the Company. Hence t}le defec! Pointcd
olr! in thc audit is not susLainable.

(b) Recovery of
overpaJrmcnt poinlcd
out bJ' arrdit

(c)
Recovcr, of tDder
ass€sslfient, short le\r,
or oth..rr dues

(d)
Modification in the
schrernes a'ld
pr ogra'rrmes including
:6nanci'€ patlern

te) Reviev' of aisilar
case6 / cornplete
scheme/ p.oject i-rr tlle
light oI lindings of
sample check by Audit
trndings ol samplc
check by Audit
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Aglt.oE tateu Notes otr C&

(al COMMERCIAL

(bt Reviet} Appuc.rdon of incoff€ct rate of

Paiagraph No. 2,lt.7.tl2)
Rcpon. No. sJd Ycar C& ,{(i reDort ended 31.3.2oto

II {al Date oit rec"ipt of th€ Draft
Para/I cvicw in rhc Dcpsrtment

(b) Date of Dcp€rtment's Rcply t7.2.11

Gist cd Paia€rapb/ Revie*
In comrdcrcial Tax Offrccr,
spcc€l circle, Kasstgode in
Augus! 2oO9, it 1^ra8 noticcd
rhat a dcaler i! petroleu'n
bituncn M / s.Manglorc Rcflcry
& Petro Chemicals (P) Ltd.
asgcss€d outPut t3r( on
pctroleum bitume! vslued at
Rs.2.69 crore for ttte yeals 05-
06 and 06-07 at 47o instead of
at tllc cornrc! rate of. 12.570.

This ftsultcd in short levy of
tax aid intereat of Rs.31.45
lakh.

tV {a} Dc€3 rhe D6partDcnt lcc
ir'$ thc fac.ts a.trd fuurcs
ircludcd in the paragaph?

No

(b)
lf not, Please indicatc a.rcas
of disagrEcment aud aleo
attrrch copics of relcvant
docurDents in support

4s pei l'inance Act 2OlOt.rate of
tax of petroleun bitutncn has
be€r' r€duccd to 4 with
retrospective effcct Aom 1.4.05
as Per tlle note inscrted
(Finance Act 2010) in serial
No.15A below ihe entrics
against it i! coluron (2) & 13) iir
th€ 3d schedule srl.d tl.'e audit
is ft)t sustainablc.



l9i
(a) Doca thc frepaitmctlt agrcc

with tbc Audir cooclusions?
(b) ffnoq phasc i.nilicate

spcrifrc €rc€,s of
disagrecErent with reqsono
for disagrecErcnt End also
attach copies of relcvant
d@L'rrncnts where oca€s$arv
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\4 ReEredial actidn taLeR

be

(al

lmprovegrent in system
anq procecrures,
including internai

Tl). ridCiL obsar,-aliolrs are seerns to be corect ir1 
i

tlrrs case :rt ihr]'ime of audit. lrencc in the light of l

audil lindings +iie assessing autllority :evised t}le
assessrlr€:ils iJi questior' orl 19.10-09 and short

As p.:]- Finarcc Act 2010, rate o[ tax o[ petroleu!
bilurren has bcfn reduced to 4olo wilb retrosp€ctive
€i-i-cct ii or1. L4-O5 as per *re note inscrled (Financc
Act 10101 i-r ser;J No.I5A belarw the entries agarnst
it in colu*m (2) & (3) h the 3'd schedul€ and the
audir is nof suslrrirlable.

(b) Recovery of
overpay;nent pointed
out L'y audit

(c)
Recove4' of under
assessrnent, shoft lel'y
or other dues

(d)

Modifrcation in the
sch€mes aJId plograllraes
inciuding n.r)ancing

teJ

schene/pvoject iD thc
[ght of ,jlrdirrgs of saEple
check by Audit tuldings of
sample check by Audit
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Agtion take! Notes on C& AG's Reoorts

(a) Depaftment COMMERCIAL TA)CS

(b) Subject/Title of the Review
Paragraph

Application of incorrect rate of
lax.

lcl Parsgraph No. 2.r2.7.r(6]
(d) Rcport No. arld Year C&AG report ended 31.3.2010

n (a) Dete of rcceipt of thc fdft
Para/Rlview i'x thc Depsrtmcnt 7-t-'o
Date of Departmcnt's Reply 1 1.10.10

III
Gist of Paragraph/ RevieE,

ln tltc ofEcc of tbc AIT & CTO.
Alapuzba during the ycar.s 2005-
06 and 2006-07 on audit.found
that a Eanufabtucr and d€€.lci in
cotton tape exclopted a sales
turDovcr of cotton tap€ for
R3.97.87 lakh rrcating thc
colaEoclibr aa todile fabrics. This
rcaulted in.short lemiftaDci of out
put tax to tbc ture of Rs.12.23
l3kh.

Iv (at Do€8 the DepaltDent agr€
with the fact6 and Egurcs
iocludcd iD the peragrapb,?

No

(b)
If not, Please indieate areas
of diaagrcement and also
attach oopies of rcleva$t
oocumenls m supPort

The goods sold b5r th€ dealcr are
cotton tapc! corning under cDtry
5I of thc l. schcdulc to KVAT Act
2003.

taj Do€s dre DcparbDent agree
with thc Audit colclusioas?

tb) Ifnot, pleasc iadicate spccifc
areaa of disagreeB€nt qrith
dasons for disagrc.Ecnt and
alao attach copics ofrclcvant
docu.bcota whcrc neccsssry

39s20r6.



VI

10,1

ReEedial aetioe taketl

(al
lmprovemcnt in system
and pr-ocedures,
including internal
conuols.

ID the light of audit assessmeot have been
coErplcted under section 25 considering thc
observation of Accountant Cencral as per which
total lsx with interest due for the yea.B 2@5.06
and 2006-07 werc Rs.8,79,180.50 a'td Rs.8,14,850
respectively ald demand noticc were issued.
Aggrieved by this ordcr the dealer wcnt in appeal
bgfole the Deputy Coromissiontr {Appeals), KoUam.
Thc Deprity Coo.srissioncr {Appeal) as per order
No.KVATA 281/09 dated r4,r2.2oo9 alld KVATA
2a2/Oq d5'tcd, 14.12.2009 has set-aside the asaess-
ment order for thc year 20o5-0tt and 2006-07 atrd
direct€d the flssessiog autloiity ro clmplcte the
asscasment afiesh according to law, witi direction
to vcriry thc relevant purchasc bills i$ordcr to
aaccrtain whether the goods purchased arld sold
qrele hardloom fabric oI cotton tape and whcther it
will coEe under Sl.No.sI ol the 1d schedule to the
KVAT Act, Thc assessing authodty cxaoined the
entire purchase bills and a spccimen of cotton
tapc. on scrutiny of thc bills. and specimeo it is
asceatained that cotton tape which are coming
under entry 51 of tle lrl schedule puichasc and
mistakeDly the turnover was reported as handlosm
cloth. The purchase and 6old itcms are duly cotton
talrc coEing urder cnFy 51 of the 1d schedulc.

The assessirlg authority therefore has coapleted
tl1e aasessment aftesh. As p€! thc frcsh asseasmetrt
therc is e delDsnd of R6.1067/- fo. tflc yaa-r 05-06.
No deEand is outstarding ainst the aaselsee for
the year 06-07. Th€ asscssee has rcditttd tlle
a.Ilreunt ol R8.1067/- as per chalan no.647 dated
8.2.20! I for t}le ycar 2005-06.

(b) Recovery of
oYcrpayroent pointed
out by airdit

(c)
Rcc\ovcry of urdct
asacssment, short lcvy
or other ducs



(d)
Modincadon in the
schemes ard
programmes including
financing patlern

(e) Review of sirnilEr
cases/ complete
schemc/ project in the
liBht of findints of
serDple check by Audir
findiugs of saJnple
check by Audit

395/2016.



196

Action talelr Notes ;n e& Ad's Reports

ta) Departrncnt COMMDRCIAL TAXES

tb) Subject/Title of t}te Review
Paraaraph

Short lew due to application oI
incorect rate of tax.

(c) Paragraph No. 2.r2.7.r(81
Report No. and Yeat C& AG reDort eoded 31.3.2010

T (4 Datc otreceipt oftbc DraIt
Paralncvicw in the DcDartmcnt C - 4 - tt,
Date of Depa.rEnent's Reply r8.6.10

UI
Gist of Pa.ragrapb/ Review

During sclutiny of rccords in CTO,
2& Circle, Triv€J}diurn in
Fcbrmry 2009, it wss trotic€d that
a dea!€! M/ B.Thampuran Ent€!-
ptises as6e3sed output lax on tbc
6ales turnovcr of brandcd soft
drinks valued at Rs.7s.Io lakh for
the p€.iod Aom l-7.06 rD 31.3.07
at the ratc of l2.5yo insread of at
the corr€ct late of 20%. This
r€Eulted in ahort levy of tax and
int€rest of Rs.6.87 lakh.

IV {a} Does tlte Department agre€
\tith the ,acts and liguies
inelrrded in fhe paragraph?

No

(b)
If aot, Pleasc indicate atras
oI disaSreerncnt a.nd a]so
attach copies of lelevant
documents in support '

tu p€r sec.6{1} (a) acratcd
braltdcd soft drin&s traeing HSN
2202.10 alone was tarGble @ 2O%.
But, th€ c.Ermdity sold by the
assessee being .fr€sh fruit juice
was,iaxablc @ r2.5% faling undcr
entry No.?I (4) of SRO 82106 as
stood thco eith HSN 22O2.9O.2O.

(a) Doea the Department agree
witb thc Audit conclu3ions?

(b) Ifaot, plcase ildicetc Bpccifc
ar€as of disaS!€.ment witb
rbaaor3 tor'di€qgr€€m.rrt aod
abo attach copies of rclevant
doclrlocrtts where acccssary
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ReEedial s,ctlos taken

(4,

kdprovement in system
arrd proc€du.rcs,
including internal
contfol$,

In the light of the audit objection the assc$ing
autlority issued notice proposing to revise thc self
asscis4ent Erade, as to assess the tgrnover at
2O%o; bu! the assesse€ did not lespond to tfie
proposal The assessing authority thereforc revis€d
the assessment fot the yeat cxpa.rte assessing the
tumover @ 20'l". Aaainst the reviacd order thc
deale! frled appeal and in apPeal the aPpcltrat€

authority remanded thc assessment for Aesh

disposal adter a$certaining the cotnmodity dealt
with by thc dealcr vide his older No.KVATA 347/09
dtd 9.3.10. Accordingly the asse6sing authority
verifred tlre purchase invoices Produccd by the
dealcr and convinced tbat what was Putchascd was
fresh fruit juice snd not brandcd aetacd sof!
drinks- Th€ entire purchascs of fruit juicc was from

-Maa Fruits India (P) Ltd. snd they had clrllracd VAT
al 12.590 or y bcLrg fruitjuice. Further it bas been

. specficrlly mentioned in t}re trabel of the Prcduct 4s

'Maa Mango Fresh fruits Juicc' and the.ingredients
arc water. Marrgo, pu.lp, suSsr ctc. From tl[s, it is
very cie6r that it is nothing but fresh fruit juice and
not a€ratad soft drinks. As per sec.6(1) (4 ae!4tcd
branded soft &inks having HSN 2202. 10 alone was
t,!/,s.ble @ 2ovo. But, thc codmodity sold by t}te
assesse€ being fresh kuit juice was t3xablc @

.12,5% failiog under cntry No.71 {4} of SRO E2l06
as stood then with HSN 2202.90.20. Ttrereforr, thc
self assesst[elt made b]a the desler wds in ordcr.

(b) Racovery of
overpaJrment pointed
out by audit

{cl
Recovery of under
asseastnen! short levy
or othcr dues



198

(d)
Modi-ficatioD in the
$cheflea 6nd
prograE ne6 includinS
IinanciDg patt€rn

(e) Review of si6ilar
cases/ comPlete
scheme/ project in the
light of findings of
samplc check by Audit
Iitrdints of sample
check bJ' Audit
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Actlolr takca Noteq op C& AGts R€norts

lal Departmcnt COMMERCTAL TA)I(ES

tb) Subjcct/Title of the Review
Paragraph

Short lcvy duc to application of
incor€ct rate of tax.

(c) Paragraph Nor 2.t2.?.1191
Report No- arrd Yc€,r C& AG rcport ended 3I.3.2010

{al Dale ofrcclipt ofthe Dlaft
Para/Review in the DeparrrEent a? - q -'r
Datc o]| Departmcnr's Reply 17.5.10

ru
Gist of P€rsgraph/ Review

ln Corornercisl Tax oftice, First
Circle, IGnnur during thc ycars
2005-06, 2006-07 and 2OO7-O8

Sri.T.Arunku.Ear, Solar
Associates, Iknnur a dealcr in

poqrdcr setr assessd
outiut tax on a sales turnover
of cpoxl. powder for Rs.76.67
lakh at the r4tc of 4olo instesd of
at 12.590. This resulted ia short
lcvy of output tax of Rs.6.52
lakh.

IV (al Does the Dcpar'Errent agrce
with tbc facts arrd figr.rres
incJudcd in thc paragraph?

No

(b)
lf not, Piease indicate aiea3
of disagrcemcnt €nd also
attach copies of retrcvant
docu.bcnts in support

Dporay Poqrdcr will comc undcr
HSN. Cod€ 3907; siDce thc
cxprcssion'Prianar-Y ForEs'
applics to posder also. Iiencc
it is clcar' that the commodity,
epo:{y Powder is an itam coming
under itcrD No.lfS(7lIU
schcdlte-List A - lnduatiial
iDput qnd packing lnateria.ls'
cl,as8ificd rmdcr sl.no.66 of ltr
schcdule ratablc @4ol,.



tal Does the Department atFee
with rhe Audit conciusions?

(b) If not, please indicat€
specific ar€as of
disagreelrent with reasons
foi disagreement slld also
attacb copics of relevant
docume !s where neeessaq/

200
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Remedial actioa takelr

lhc audit
epoxy powder is used as a paint for protective
coating. lt is not classitred in any oI tie schedule to
Act or in the notifred list of goods under SRO
82/06. Hcnce the it€m rightly comc under 103 and
is taxable (0 i2.solo is totally incorrecL
As per the Rules of interpretation of commoditics
under KVAT Act it was stated that cobmodities in
the schedule arc allotted with code No. dcvcloped
bl/ rlle internationa.l custouis organization i.€. HSN
Code developcd bI. the Custbms Ta.rtff Act and
tiose cosmoditics r rhich are given with HSN Code
No. should be given the sarle rDeaning as givcn in
Customs Terill Act.
As per 'thc above Rule tbe. corD&odity ' Eporry
powder is classified urder itrtls No.l18(7) of the
tlird schedule list A - Induslr'ial lnput a.Ird packing
lDateriel under HSN Code No,3907 vJhich includes
the item - ,Polyacetals, other pobrethers, . and
epoide rceiris in prirdary fonos etc. A6 per
Chapter 39 of the Customs Tsrifl Act, in heading
39Ol to 3914 thc exprcssion of -prtna-r5/ lorms
applies only in the following forms.

a) Liquid and Pastes including dispersion
{emulsion a.rtd auspension) and solution

b) Block of irrcgular BhaFs, humps, powdcr
- {includingmouldingpowde4, granules....,....
So Epoxy Powdcr \rill come undcr HSN Codc 3907,
since the expr*sion "Prioary Forms" apptes.to
powder also. Hence it is cleai that lhe commodity,
epoxy powder is- ar! ite@ coming urder itcE
No. L la(7)lll schcdulc-Li8t A - lndustrial input and
pacLing naterials, classiied urde! sl.no.66 of UI
schidule taxable @4o/o. 'fl1ercfore thc observation
ofAccluntant Gcncro.l (Audit) that Epqtry powder i3
no! classificd in anv of th. schcdulc is iocorrEct.

3952016.



Recovery of
ovcrpayr4ent pointcd
out by audit

tcl
Recovery of under
ass€asment, short levy
or other dues

(d)
Moditrcation in tie
schemes and
Prograrnmcs including
financiJrg patlern

(e) Revicw oI aimilar
ca3e6/ comPlclc
BchenE/ project in the
light of findinSs of
sample check by Audit
Iindings of saJaple
cheek by Audit

202
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./
Acgon taketr Notea on C&r AG'6 Reports

I (a) Department COMMERCIAL TA)<ES

{b)

Subject/Title of tie Review
Paragraph

Application of incorrcct tate of
ta)4.

Parsgraph No. 2.12.7.r{rr
Report No. and Year C& AG rcDort ended 31.3.2o1o

II (al Datc o{ rcctipt of the Drafr
Psra/Review in t.hc DcEarElent

(b) Date of DepartErcnt's Reply
ul

cist of Paragr&ph/ Review
In the ol5cc of the Corotnercial Tax
Oftcer, 1d " Circle, Cba!8an-
asscry, it ctas Doticed that a dealcr
asscsscd output t€x oa thc sal€a

turnovcr of Ean6ioa Polishr/
harpic, lizol, ehoe polieh and
bclso vslucd at Rs.s1.97 lakh lor
the ycars 20O5-q6 ead 2006-07 al'
thc ratc of four pcr cent instcad of
et tlte corrcct rale of 125 pcrccnt,
This Esultcd in shon l,a,y of tax
a.nd inter€st ofRs.5.8l lalb'

rV (al Does tllc Dcpa.ltE€o! agrec
v,/it! thc tacts and figures
irclud€d in thc iararFaptr?

Yes

(b)

It [ot, Pleasc indicate arcas of
dissarecE-cnt sad also attach
copits of rclevorrt documcnts in

(a) Do€e thc Dcpartocnt agrce
erith thc Audit conclusioos?

(b) Ifnot, plea* rdalicate specitrc
arcas of disagreeocot with
aeasolrs for aLaagrc€E€at aDd
also attach copies olrclevant
docu.Bedta where necessary
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Remedis,l actiqn tak€!

la,

lmprovement i.rr,system
and procedures,
including intcmal

M/s.M.G.M.Agencies is a dislr-ibutor for Reckitt
Bcnkiscr Ploducls. On verfication of the books of
accounts of the aboi,e derler for the 

''cars 
2005-06 and

2006-07, the itcm mansion polish b alr€ady aas€sscd to
6)t@ 12.50/. for the ycar 2005-06 ard 2006-07. T\e
VAT Act wag impl€mented from thc y€r 2005-06. Due,
to uEawarcncss, the dealcr bad showr a.ll comEoditics
in singic entry @ I2.5o/o. Th. Supplicr C.. M/B.Reckitt
Blenkis€r r€ditted en amount of Rs.2,16,o99.I2 and
R5.2,49,72O.74 by cheque for the ycar 2005-06 and
2006-07 Fspectively bcin8 the aifiercntisl rate of tax @
8.5o/o with rhc a8e€s3bg authority. Thc d?aler M/s.
MOM Agcflcie-s filcd leviscd anaual retum aDd adjusted
an ar$oulrt of Rs.11,237.15 as VAT for 2005-06 sgainst
input laj( claiE. T1re ComEercial Tax Onccr,
Chang,anasscry has verfied the copy of aA biUs and ttrc
invoice and statementE 81ed by th€ Supplier Co.
regsiding payeeat of difcrential late ot tax. Thele is,
thcrcforc, no sbort lelV of tax a6 per section fl(Sl2 of
the KVAT Act.

{b) Recovcry of ovc:rFal|tnedt
pointcd out by audit

(c)
Rccovcor of uldcr
aaacaaEcnt, ahoat I!i.)' or
othcr duca

(d)

Modficstion in thc
achcEcs ar|d prog'hhcs
includj{g Cnanci.Dg
paEcru

(e) Revieq' of aimiler

ichclac/projcci in thc
ligtrt ot 0ndings of sa&pl€
check by Audit 6rdi.ngs of
asrlple check by Audit
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AcqioB takea Notes oD C& AG's ReDortE

incorrcct rate of lgx

6. +-ttj

second circle, Trivandrum rn
i'ebrue.ry 2009, it was noticcd
that a dielcr M / 6.A'B.Agcncics
asscssed output tex on the
s€.les tumover of biscuits sold

undd a brqnd nat[e valucd at
Rs.f9.O8 lelh for the Ycar
2005-06 and Rs.34.83 tiEth for

the year 06-0? at 49o instced of
at ttle correcr rate of l2'5%'
This resultld in 6hort,levy of
tsx arrd intcrcst of Rs.5.34

Gist of Paraglaph/ Revie{,

Pat'tiatly sustainable.
Does the Departmenl atree
with the facts a.Ird fi8u?es
included in the

2g7l}g arld 238/09 dt"3'l'10
of DePug/ CoEmiesiotrcf,
(Appeafs),'IYivandrum tbc

assessing authodty verified t}Ic
purchase and sale invoices atd
found that most of the itatlS
cgmes under 4 ratc of t ra

of disagrceEettt arrd also
sttach copies of relevatt
documents ln suPPort

not. Plcase inclrcqte gteaa



the Dcpart-rqcnt agrec
with the Audi! conclusions?

speciric areas oI
disagreement q,ith reason$
for disagreemeDt and ai.ro
attach copi€s oI relcvant
documents whete

206
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ReIn.ed.l&l actioa. ta(ey'

(4,
h:rprovemeirt i! system
and procedures,
including imemal
contxols,

Bas€d on the audir obsdvation th; assessina euthotit
rcvised the assessments for t}l€ yes.rs 2005-06 and 06-
07. Ageinst rh. lcvised asscs€lreBt orders tbc dealcr
preferred appel and in appesl the appel4(c authority
as p€r ordcr di.3.l.to rerDandcd the rcvised arsessment
for fresh disposal aftcl vcri&ia8 purche-6c. ard satc
hvoiccs of ihc dealcr. Accordi$gly thc asdcssiDg
authority verincd thc acciluit of th€ deak with
reference 10 the purchase and salc jlvoiccs ald fo\rDd
that thc dc€ler had purchasc alrd sates of Dnbtal1dcd
c'onfectioncry, agarbathy end pic&ie6 idso snd aodifed
1-h€. a$.Etuenrs fo! the yea.rs 2005-06 end 2006-0?
with a tsx a!]d. intcrcst bslarxcc of Rs.2499l- for the
year 2005-06 snd R8.3O593/- for the year 2006-0Z aud
coUecred vid€ chala'r Nos.l101 dt.22.5.10 srd lllo
dr.22.5.tO.

{b) Recovery cf
overpaynent pointed
out by audit

(c)
Recovery of undet
aBscasEeflt, short le.vy or
other du6s

(d)
Modifcatio! in the
sclt.mca and plograeEe6
lnduding fnancing
Pattern

(e, Revicvr of similat
cases/ cooplerc
schs!./projcct io the
fight of Sndi|tgs of sa;pb
checJ. bJ' Audit 6n.lings of
aa.Eple chck by Audit
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Action taken Notes on C& AG's Reports

Department

levy due to

Tax O6ee, lftYyalt-
inksra Sri.V.J Siaotr ' claimed

irrcgulst cxeEFtion on tlc sale€

tudrovet of cxPc[er vaiicty of oif
g€ke, amouating Rs-97a33lll - fot
the year 2005.06 ar4 2006-07
and the a6s€ssiag autboity
allolricd the clais and rasulted ilr
sbon lclt of tax and ilat rest of

dist of Pa.agraphl Reeiew

the Depaitjn€nt agree

$aith the facts. and figures '

trot, Plca6e incUcate a.reas

of disagreement and s13o

atiach coPies of -televrnt

Dcpartaent ag!€e

vrith th€ Audi! mnclusions?

srcas of disaar€cEent with
reasons for diaagreerDent ano

slso atlacb coPiea of relevant
documcnta wheae
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Remedlal actiot!. ts,kes

ta)

Improvement in system
and Drocedur€s,
including internal

The a,ss6ssments fo! the ycars vrere cornpleted u/s
25 of the KVAT on 1.9.09.
20qE9€ : Taxable tumovcr Rs.3224565

Ter. due Rs. 128983- (r['ith interest ot Rs,4?224 / -)
2006-07 . Tsxable tumover Rs.428t995

Tax due Rs- 171280

. (with interest olRs.42A2O/-l
The edtire amount is rcrnitted.

(b) Recovery of
overpa)'m€nt Pointed
out by audit

tc,
Recovery of under
e$sessment, ahort levy
or othe. dues

(d) .

Modification in the
scheme6 and
prograbmes including
financing pattem

te, Review of simil,at
cas€s / complete "
scherDe /projcct in the
light of findings of
samile cheok !y Audit
findings of sa'nplc
check by Audit

395/20r6,
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Actloe takea Notes on C€t, AG's ReDottB

(4, toMfiERclAI, TAxES

(b) Subject/Titlc of the Revicw
Paragraph

Short levy due to aPPlicauon or

incorrcct rate of tax.

(c) Ps-ragraph No. 2.r2.7.1116)
(dl nepo-n nlo. and Ycar

.FAG 
repon ended 3I.3 2olo

II la) 5o-rc oireccipt ot tle Drait
Psra/Review in the DcPaltnent tt_\-t,)

tb) Dat of Dcpartmeht's RePIY

I
cist of ParagraPh/ Review

ln Co6mercr9l tax vruuc, e'-
Ci.!cle, (artnur, duriag the Yeat
2005-06 M/s.Xansa Traders a

deaicr in Paint and oxides self

assessed output tax on a 6alcs

trroover of otides for Rs 33 93

!a.kh at tlte rate of 4olo instead of

a\ 12.5o/o. This resulted in

lstron telY of outPut ano

I inErest of Rs.3.98 lald 

-
N (d) Doei the Dcpgrtsrent agee

with the facrs and figures
includcd in th€ PsraaraPh?

No

lf oot, Pl,eaee indicate areas

of disagrcetdcnt alod also

attach coPies of relcvant
docudrents in suPPort

(b)

Government have decroeo Lo

rcduce the rdte of lax of these

cobmoditics to 4olo $'idh effects

from l.4.o5 b'Y makiDg atncnd-

drents i.rt the $d Echedule to

KVAT Ac! 2OO3 bY Notjfrcation

G.O.(P) No.26,/09/m dated

2.2.Io a^d Pubtshed as sRo

No.l22l2OlO {Kcra.la Gazette

exfaordinaiY dtd 5.2 2010)
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laI Does the DepaJtment agree
with the Audit conclusions?

(b) lI not, please indicare
specific aieas of
disagrcement with rcasons
for disagreement and aleo
attach copics of rclcvant
documents whete necessa4r
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Remedial actior taLea

Red oxides a.rld black oxrdes are nouung oul
pigoe of iron oxides and therefore *"t'i9 fl:
urider Hst'l 282 f- IO- f O ard is covered .under 'sefial

no.E2(l) of the 3d schedule. Covernroent llave also

notifred a list ol goods coming under 12'5ol

category as Per SRO 82106 Howevet the

commodilies in qucstron ie. Red oxidcs and black

oxides are not covered by any specific entry under

the above list oI good6. Therefore th€ determinatron

of rate of tax of Red Oxides a.rld black oxides or

vellow oxide had resulted in nuocrous disputes' To

scttte those disputcs Oovernmcnt have decided to

rcduce the rate of tax of these commodities to 4olo

with eficct from 1.4.05 by making adrcndroents llr

tbe $d schedul,e !o KVAT Act 2003 by Notifrcation

c.O.{P) No.26lO9lTD dated 2.2.I0 8nd Published
as SRO No.122l20IO (Kerala Cazetlc cxtraordinary

dtd 5.2.2010).
As Der tlte above SRO lron Otide including llon
oxiie pigmcnrs of all colour sbadcs, coEmonly

caled Red oxidc, black oxide, yelloq' oxrde etc' are

taxable @ 4% with e{ect from 1'4'2005'

lmprovement in system
a'ld procedures,
lncl\rding ir|tcrnal
controls.

orer'paymcll! poultcd

Recovcry of
a9sc6snlcnt, short levy
o! other dues

schcfres aJId
prograErAes irtcluding



tt3

cases/complete
scheme/projcct in the
light of fndings of
sample check by Au'lit
indings of sample
check bv Audit
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ActioB tele['Notes on C& AG's ReDorts

(al DepartrDent COMMERCIAL TAXES

(b) Subjecl/Title of the Revie{
Paragraph

Short levy due to aPPlication of
inconect lale of tax

Paragraph No. .2.r2.7.11201

(d) R€port No. s.rrd Ycar C&Ac rcport ended 31.3.2019

I (4, Date ofreccipt ofthc DraJt
Psra/Rctiew in tbe DePertmcEt L-*-tr,

tb) Date of DeparttnEnth RCPIY 26.6.10
lII

cist of Paragraph / Review
ln Comrqcrcial Tax Ofiicer, First
Circle, Trivandrud M/s.Sctron
Electrorics (B Ltd., assessed
output tax @ 4ol. in the sales

tumover of sPeakcr as against
the corect rate of 12 5'4 As
per th€ self asscsBrmcnt uladc
for ttle yesr 05-06 tlre dialer
had conceded. outPut lax @4o/o

on the sales brrnovcr of sPeaker
Rs.29.31 lakh resulting in short
lcvy of and lntclesE
Rs.3.3l l,akh.

IV ta, Doca thc Dcpartecdt agtee

witj: tlie tacrs snd figures
included i,r the paragaph?

(b)

If not, Plcaae iDdicate ateas of
disagre€Bent alld also atiach
copies ofl€levant docuE€ots ia
aupport

tal Do€s thc Deparrdent sSree

with tle Audit conclusions?
(b) If!ot, plea6e indicata sP€cfic

areas of disagreeD€nt with
reaEons for di$grcebeat and
also atrach copies of relevani
docuaents whde rxaccasary
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Remsdial

2I5

actlon take!

Irrtn t't-'-1t
, e,r''' r'rl"i'..,"r"".v-

'r! . .!. !n1!_ -'

' 1: 1,,.';t'"' -
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(aJ

Improvement in €ystern
artd proced\rrcs,
includ.iig inlcrna.l
conlrols.

The assessnent of the dealer'for thc period of
2005-06 was co4plcted under lection 25 ot KVAT
Act, 2oO3 dcmqnding tsx ard intcrcot of Rs302984
oul of whrch dcalcr has peid Rs.125OoO/-. 

'Aftcr

adjusting tllE exccss PBid for previous yeais for
RE.123244l- t}le bslance amount workB out to
Rs,sr 74ol- which \r,a6 paid vidc chalan No.71 dtd..
25.10.11 ard no amount is outatanding.

(bt Rccovcql of. .

ovcrpaJascot Itointcd
ou! by audit .

tct
Racsvcry oi undcr
osesalrqt, Sbon levy or
othcr duaB

{d)

Modilicadoa i$ thc
acheEes and prograEpca
includbg ftia[cing
ParreEr

(c) Rcvian of sioilsr
ca.$s / corrilet€
sch.o./grojcct b.the
ught offndi+8p ol ssDplc
ch!€k by Audit lirdi|tg€ of
sa.6ple chack bt Audit
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Aotlolr tak€n Notcs oi O& AG's Report8

la) Deparl'Dcnt COMMERCIAL TAXES

tb) Subjcct/TiUe of tlre Revicw
Paragraph

Application of iDcorect rate of
tax.

(c) Pa-ragrapb ND. 2 . 12 .7 .r(221
Report No. a.rrd Ycar C& AG reDort ended 31.3.2010

{al. Datc ofrcccipt o!thc Dratt
P6ra/ Rlvicrt i.B thc Dcpartl!.lt ')0-'L-te)
Datp of Dcpa.rteent's Reply a.4.lo

tn
ciit of Paragraph/ Review

In Colnrlercial Tax Office. Fir8t
birclc, .fhir-uvsrranthapuram
M/6.Hitech Solutiono a dc.eler

a,sscsscd tfre eotrre ealee
$.lmovcr of spaie
agcesaorics oI. rcfrigaators for
Rs.42,A7 ,A761 - at the r4tc. of
12.50/6 instcad at 20% w.c.l
1.7.06. ?his resu.lted in a chort
paymant of tax arrd intcrett of
'Rs.2.93 lakh.

IV (e) Docs thc Dcpqitrncnt aglcb
with dre facts erd ligures
iacludcd in drc paragfaph?

Yes

,(b)
If Dot, Pl;3sc indicate ar€as of
dbagreeocnt and alao attach
copibs. of relcisnt docE.o.Dts in
suppofl

(a) Docs 6c Dspartecdt sgrc€
with lhc Audit cooi:luqions?

{bl Ifnot, plca!€ iocicatc spccitrc
ar€as of disagrccocr[ with
r€asorrs lor diaagr€EcDt a'rd
d9o attaalo. copi6 of rdrvant
docuEcrds whcr€ ncclasad
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Reoedlal action tiker

(4,
..lmprcvcmcn! in' syslcm
and procedures,
includin8 intcrqsl
iontrols.

As rhc audit objectioo was in oral.r, Orc as€ebsoedt of
the dealer 1or lhe 

''€ar 
2006-07 \ias r.-opcncd and

complcEd asscss&cnt u/s 25 of the KVAT Act oD
14.5.09, lcwing tax @ 20V, Balancc tax duc
R3 377639/ - stld intcrcat R!. 94410/ . wa€ dc'n8ndcd.
The assesGee baB rcEitLd tl1c cotrie a6ou[t a! [ndcr:
Rs.ao.ooo/- chalan No.1?42 dat6d 24.8.09.
Ra.ao,Ooo/- charsn No.39r darcd lO.9.O9-
hsraO.OOO/- ctralan No .?77 d,.tEd24.9.O9.
R3.80,o00/- chalan No.2?5 drted 23.!0.o9.
R8.8O,OOO/ - cbatA! No:906 darcd 25- I I .09. .

R6.83,649/- chalan No,996 datcd ?.1.10.
R3.4,83,649/-

tb) Rccovcry of
ovcrpayment pointed
out by sudit

(c)
Reco{'ery of under
asrcaaacnt, 3hon lcvJr oi
otltcr duc!

(d) achcEca and prsgre|oe.s.
ibcluding iltenciry
DattfrD

te, Rcvicw of sioilar

schcoc/proJcct iD rhc
light of Endixgs ofsample
chefk bB Audii Endings of
3a.oplc cbcck by Audit

395/20161
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Actiop takeB NoteE otr' C& Ac's Report$

I (al Departdent COMMERCIAL TAXES

(b) Subjcct/Tidc of the Revicw
Paiagraph

Short lcvy of output t€r.

graph No- 2.t2.911],
Report No. and Ycar C&AC lepon errded 31.3.2010

u ta, Dalr of rcceipr of the Draft
Pora/Rcview in thd
DcpartEaot

(b) Data of Dcpsrtncnt'B Rcply
Ir

Gjst of Paragiaph / Revicw
ln tic Commercial Tax,. Specisl
Citcle{, Ernaku.len\ du.rinB t}re
scruftry of ,records it was
noticed ttrat M/6.Volras Limitcd
a desler ih ai! cooditioners,
stAbilizcrs, forklift sparce clc.
availed input lax credit of
Rs.32.97 lakh on purchase for
the ycar 2006-07 valued at
Rs.3.97 croles. Hovrcver as pcr
certi$ed accounts. thc dcaler
had efrccted purchaoes valucd
at Rs.15.06 Lakh only from VAT
dealeB. lnspitc of this no
action was taken !o rcvise thc
relurn, disallow th€ exceas.
input tax credit and rea.lize the
diffclcntial tax which resultcd
in short le'ry of tsx, intelest and
perisl intercst of Rs.53.61 lakh.

Iv ta, Do€s drc Dcpartnent agree
with the facts is.rrd frgurcs
i[cluded in the p]rragraph?

No



2r9

;
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Rernedisl astion take!

ta)

lloprovemcnt in sy$rm
a.rld prodedurcs,
inchaing intcrnAl
conEols.

Thc books of accounrs for rtle year 2006-07 were
caleq b. aDd vdiified by the assessing authoriry
.with respect rc tie anni.rsl return and For6 13A
staEmeot of.accounts. The reported Iocal prirchase
as pet ttre €Jrnual . relurn was .the total Iocal
purchase nre+nt for sa.lc as wcll as for eleculing
works coDtract. Thc local purchase declarcd in
Form l3A st3tcrtent of accounts *?s the coods
E€ant for tfading onbf

The loctl purbhase of goods corresponding to th€
execution cf works corttiac! vras not included iII the
declaicd local purshaees as per the Forro l3A sincc
thc stipulatad column in Form l3A was. for trading
rc+rlts only. In Ihe absence of a seFarate
coluiDn/provision in th€ Form 13A for decloring
the local purdrascF meafl for exccution of works
contr'act that part of tlrc pufehase cffpclcd for
cxecution of works contract was dxcl'uded faolrt
rFportiDg und.r, thc head of Part Ul, "lYadi.g
resuld. This doesn't Ecan that th€ asscssee had
availcd excesq input tax by f ing the monthly and
annual telums.
'Ihirc was no provisi6n in tbe Form 13A stat€ment
oI accounts to rcport tltc purchsse cerresponding
to the execution of Works Contlact. The assesse€
had rcportod tlre acrual local puichase including
thc purchasc corrcsponding to thc crecution of
Works Conuac! a6 well aa lhe goods.purchased for
t&iding. Sepat'atc accollltts \verc maintsin€d by
the6 for thc cxecution of works codtract. Hcnc!
ihcrc is no irregulality s€cn in thi6 case.

{b) Rccovcry oI
overpayment pointed
otrt by audit '

(c,
Recovc.ry ol uo!!e!:
assessmcnt,.short levy
or otJF! ducs
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(d)
Modificstion in the
schemes and
PrpglarDmcs rncluding
furar|cing pattern

{e} Rcvicw of sirrilar
cascs/.complete -

schcme/ project in ti€
USht df andinF of
sabplc chcck by Audit
frndings oI iaropla
check by Audit

fl]r,t
''i*:':::{iffi
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Actlon take[ Notes otr C& AG's ReDoris

.I taj Departmenl COMMERCIAL TAXES

(b) subjeaa/Title of the Review
Parag.aph

Short levY due to incorrect
allowance of discount.

lcl Paragraph No. 2. r2.10.1(b)

{dl R.port N;. 
"ttd 

Y.at ca ec-repon inaed gr.3 zOto

II tal Oatc oircieipt ofthe Draft
. Para/Review i.o lhc DeParulent h-e - t"'

(b) Date of DePatrment's RePIY

III
Gist oi Pa-ragraph/ Review

In cofiunerc€l lax vurct,
Special Circle-l, Ernahn8m'
during scrutinY of assessment

rccords it was noticed that a
d'ea-ler in moto! vebicte who

collected tax on the entire

invoice price for the Years 2005_

06 and 2006-07 a.rld

subsequently allowed discount
tlFough credit notes cxcludcd
the discouJlt from taxable

nrmover which resr'rlted is short

lely of tax ot R;.39.66 lakh.

Iv taI Does the Depattmcnt agree

witb ihe facts snd 6gute3
included in thc ParagraPh?

Yes

(b)

Fnoi Plcar indicate arcas of
disaglc€dcnt and algo ettach
copies oI lelevant documents r!
auppon

Iai Doca the D€Par@cnt sStee

wii.t! the Audit conclusions?

(b) lf !ot, plcase indicete 6Peci[c

areas of disagrccdent with
reasons for disagrecmdlt snd
also atacb coPi6 ofrelcvaDt
documents whcre necciaary
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ReBedirs,l actio8 takel

^llAsst.Corimissioner, Special Circtel, Ernakulsm
beanng TIN No.320?020O174. The tu|al
assessment of M/s.Ashok Layland Ltd. io! the year
2005-06 h€d a.lready txcn compleled vide
dated 30.6.2007 of the Assr. CoEhissioner (AA),
Ernakulam and thereelter they tiled appe€l beforr
the Deputy Cornroissioner (Appeals), Ernakuldo.
'lhey remitted Rs.22,00,0O0/- arld the balance is
urtder stay,

For the year. 2OD6-O7, t}r,e Assr. Coqtoissione.r,
Special Circle-I, Emakularn has issucd notice u/s
25 oI KVAT AcL

M/s.Ashok kyl,snd dbclosed the following tradc
.esults lor the vea-r 2006-07-

Total turnovet : Rs.2,O6,96,23,824

Exempted turnover ) Rs. 15,66,25,68?

{aJ

linprov€;merit in systern
and procedutes,
including inErna.l
coDirols.

Taxable turnovcr
O\rtput tax due

: Rs.1,91,3I,9a,138

: R_s. 23,80,33,67?
A a_Jbsequcnr scrutiny of the records lev€€led that,
tlte exempted turnover related to trade discol,utt
allowed !o the retail dcelcrs for trade plomotion
snd target achievemcntg, interstate sales turnover
and interatate branch u.arlslers. Out of the
€r<empt€d turnoeer, R$.3,56,76,9IO/- for the yesr
2006-07, relatcs to tradc discount allos,ad to thc
retai.lcrs for q:Fde p.omotion.

A norige has been issued on t}le ass€sscc on tha
above and they fiIcd a detailed reply tiat tlgy are
not liabie to pay tax on discount rcceived citiltg
vaiious caaes. The verification of the relcaant
docu.bents produced reves.led that Ore discor:nts
wcre g.llo$cd aubsequent on tlre issuancc of 6ale
invoiccs and they are taxable. Ordcrs has been
issued accordilgly arrd the deale! rcmitted, t}le
balancc tax duc ss shown below.
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f.t": trt Acllratta : Rs 21'05,237

Interes! : Rs.3.97.386

Toral : R:s.25,O2'623

Amouitt recutted vide cheque No. : Rs.18,33'561

00233r/ 16.9.10

Excess carried Ioiwatd from o4-OS : Rs. 6,69,062

Balance t9 be paid : NIL

(b) Recovery of
ovcrpayment pointed
out by audit

(c,
Recovery of undet
asscssment, sh-ort lely
or othea dues

(d)

Modificetion in the
schcmes anC
prograbr[es iricluding
finsncing patGrn

(cl Revicw of similat
cas€s/comPlete
schcme/ projcct iD the
light of findings of
sample check bY Audit
fIrldirtgs of saanPlc

chcck by Audit
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Actiol tahen l{oter^ orr C& AG'E Repqrts

l ta) Depafilncnt COMMERCIAL Tr'XES

{b) Subject/Tide ol ri1,-- I(cview
Psragraph

SlLort ler,f/ ilue co incorlect
comPurauon.

Paiagaph No.
(d) Report No. aJrd Year C& AG report €Dded 31.3.2010

II Dale of rec€ipt ot rc hd1!
ParalReview in the Deparrmcrt

(b) Dat€ oI Depar-tEent's Reply 1. 10. ro
III

Gist of Paragraph/ Review
lu Coqmercial Tax Once, Spccial
Circle-Il, Ernakulan, during
scrutiny of assesiruenl records of
M/6.Appollo T}:res l,id. for tbe vear
2OO7-O8 it was notied rhar, rhe
assessee incorrectly comput€ci t.|c
la-x eligible fo]. ser orT as Rs.43.33
cr6re irstead of Rs.42.98 clore.
Thc leturn was noi rcjecred by -Jre

assessilg authority which r€sulted
ir short lcly of rax a.ld intcresr of
Rs.4l.65lakh.

(a) Do€s the Dcpafimcni agrec
$'ith the facrs snd figurcs
includ€d in (lle paras..lph:r

No

(b)

'

lf not, Pleasc indicate arcas
ot disagreeraent snd also
attach copies of relevanr
docunrents in support

The assessec has liled revised
annual retun] on 31.12.2OO8.
Thcle is no exc€Ss lLput tax
claimed by the dealer dunng 07-08
:.s pe. revised arurual rcrurn.

(") I)oes the Departmcnt agce
with the Audit conclusions?
lf noi, please indicate specific
areas oI disagreement wit!
reas0ns for disagr.cnent and
also atlach copies of rclcr:nr
doorDrenrs where n€sessar),

395/201G.
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ReEedlal actioE taheD

lmptovemcnt in system
and procedures,
including inreroal

The asscss€e has r€\ised s'rnua] rctum oD

31.12.rOO8. As pe! the revised annual retum the
assessee h.s avaited inpur !a.x sel ofl againsr CST for
Rs.I2,a 1,64,970l-. The CST paid duriilg O7-qa 1s

Rs.e.l,19.914/- totaling Rs.13,75,84,889/-, wllictt is tle
CST dire lbr !r|( year 2007 oa. h the otiAinal :fluual
leiu r, 1ull :rnouff of csT $et off has not been availed
by th€ assess€e. The iDpu! lan ser olI avsiled agaiDst
CST as pcl orignrdl annual leturn is Rs. r0.94,32,7o0l-.
Thert is no excess IPT clarn by the dcaler during 2007'
08 as $er' rcvised affrual retum-

Thc input ta-\ arld out pu! !a-.| worked out as per annual
r€rutb is as under:

Total

Rs.65997374

Rs.2a0495309

: Rs.305992687

Tari at crediti

Excess lPl crcdit btought lbrvald from

Previous rcturn pcDod

IFT paid

Sp€cia-l rebate

IFT .ln capiral goods

IPT on creCit note

Total

Ner tax creditaile as r€tunred

Acnlsl net t6ri credirable

: R6. 2374917

: Rs.4266353OO

r Rs. 745693

: Rs. 624

: R6 5oa4a

: Rs- 42981l3a2

. Rs. 127317974

: Rs. I23ara693
: Rs. 3499283

Td dtte

overpalrmenr pointed
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asscss[rent, strort ierY
or other ducs

Recovery of under

proSraErmes including

Review
cases/completc
scheme/project in the
lighr offindings of
sample chcck by Audii
liDdings of sarnple
check by Audit

,/-_: -

:-

-,'
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Action taker Notes oL C& AG'a Reports

(4 I Depa-rtnenr CONIMERCIAL TAXDS

).t2.2.2

_rl.I1

Gis! oI Paragraph / Revie\r'

No- Ct\, AC rcporl ended 31.3.2O10

ofl-rce

Ass!.coEutrissioler, Spccial
Circle U, Ern?ri<uldn, during
thc scrutiny of assessment
records i! was noticed thar thc:

assessee cLaimeci sale of sh,ips
as expor! sa.lcs. As Per thc
terms and condilions tl.e
ships/vcssels are delive.ed at
lhe yar'd ar Cochin and the title,
risk, o\r'ners:hrp etc over the
vcssel were transfered to tie
buyer trnd thc buyer taLes
possession of the vessel

immedntely upon deliverY.
Hcnce the sale ta-lls within the
delinition of sale uDdcr IO/AT
Act. since nonc of thc
conditions stipulated in thc
CST Act 1956 is fulfdled in the
iransaction, th€ exemption
amounting to Rs.l148.09 crore
for {]1e pe.iod from 05-06 to 08-
09 given is not in order
resulting in short levy of tax
and intcrest of lis.54.70 crorc.

Ievy due io incorrect
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I
I
!

q'uh the facls aid liia.ucs i
idciuded in the pafagrap:, / I

If notjl"a.e i'"lil;;-;;a-l
ot disagreement and also. I

attach copies of relcvani
documents in suPporl

l(a,

fi;;i;" 
"f 

tt';-;;"*I" .,"c..it;A
rbc cxpon .trld is decmed 1(l have
taken place in rhc course of
export. Such sales ere nor hable to
sa.res tax eith€r urder I(VAT Act ar
under CST Acr. Further, by viltue
of thc provisions or 6-'ctiotr 5(11 of
rh! CST Act, the sale which
occa.sioned an €xpon oi the goods

outside the territoty oI India i6

deened to be a sale, \a'hich takcs
plac€ i.[ the course o{ cxpon of
goods out o{ t€rritory of Iltdia. Tbe
sa]es efiected by th€ cochia
Shilryard Ltd. to the foreign buyers
ere clearly sates in th€ course of
cxport aJId bence beyond the
pu;iew of taration uuder KVAT

Acr 2003.

{a) Docs the Department aglee
Fith rhe Audit (jonclusioas?

{b) U not, pleas€ indrcale specilic
areas of chsagteemeor wlt''
rellsons for disagre€ment and
ako attach copics of relelaDr
docu$cDts wher'e necesssr J



VI

230

ReEredial acrion talien

corlsti'u,rtio oI ll,c vessels ate nnported und .lre undcr
cu$rolrs bondl''flki construclior of rhe vess€Is ts done
in the CiLrsrolls Bo ded Arca of &c ye!d. The ship has
b€en e-yported, b\ iiling shippi.B bil B'ith thc customs
autho'iti€s. ri'hich Lar.y necess.r4 endolsclncDt by ihe
customs authoritres sho*ing thc net expon order. The
stups sail directt) to fie for€igD countries and a.!€

r€gistered in rhe FlaS Stale oI thcir respective countries.
This Eould cleall' mdicatc that the sales of the vcssels
occasio ed the cx!'ort and _i$ deemed to have takcxr
place in ihe coursr of cxpon. Such sale6 AIe not liable
to sa.ies tax eithcr under KVAT Act or under CSf Act.
Further. bJ !u-ru. of the provisions of section S(I) of the
CST Act, thc salc which occasioned an cxport oI the
Boo.ls oulside tld rcrrirory of lndia is deeEed to be a
sa.le. which takes place iJr th€ course of expofl of goods

our c'f tcrriiory or lodii{. As such oD account of the
pcculi$ features ,)I traDsactions irdicatcd nbovc tlre
sal€s eflccted by d1e Cochin Stupydcl Ltd. to the foreigl
buyers are.clearly sal€s in the @trr6e of cxpon .urd
hence beyond rhc pun'ieu' of taEtic'n under KVAT Act
2003.
h may bc noled thdt the inteltron ol lhe l,cgislarure as

scco ftoEr secijoll 5 of dre CST Act is to lake awal all
kinde sales ta-xe! in relation of the expcn ell€ctcd from
our (ourrErf Th,s was don.. lhr fcder al suucturc ofl
tndia, ftar sdlcb :lHll nor trrss pass urro t,e lederal i

6€ld oi lntemqtrlr:.j Trads tlrcr) J Lhe sajr is in the'
Srutc b€tbre the comr,€ncement ot th€ joumey, Ore sate I

is ncvcrtheless, in the coulse of expon .nd ir is I

.rruneolrs tu saj rhar the sal.s m r.hf @urse of neans 
I

or y :ho5c salcs llr r|hrch propcny !:.sscs dlrring lhc I

i m / ai,;'ilir-srufi;;A Lta.-r*a ;..*d i"f;s;.";;tl
lmprovemen! iD sJ,stenr itntL, ti,rilgl ilnlets tor construction dnd dcfrvc$ ofi
and procedurcs, IploLfortr supptl vecsels Putsuani lo the coDfact 

I

,".i"Or." -,.r,', I .rg.",r, :1" shipy d has constructed rrnd delilered 
I

lvr.sreis Lc tix, {oreilrr buy€rs. The .ntire consdEatron 
Iconlrols. . I I

ihas herD re|ccived by tbc sssessee in foreigB drrrenc) l

'ihc !ori'r! pottio. of lhc na.cnals required for thc l
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lrecifr. r. Pr ir
I l !:.' r;-!r.:1 i i i!s ustlui|.s:- r r. eli'.[pro:r cj sl!]re

-1., Li:. :;:i-. ci rr:po.r.
l, ."ilelf r:i i, commo:-L inie:rhon ot botn *re but,er

..n,l l.h. s.]i.r tc, er:l,or.
-' I h, r !: J, L'LLLl'-ur' ro i )ipJn aI:
ll 1'rr.:!,ji acrua.l exporl.

'l lr.s. it..rr ere lnie E ihe ces. 01 rli€ cansLrucri.D a]1d
(ierreJ.,' 1l: r,esscl!, rrl Cochlr ShiFylsd Ltd. 1(] rhe

ilr .nr nLr,!..:i discussed .ircuusraic€s .h€ ship. built
,r'ro c!.rir.erid b.. Cochur Shipyard Lrd. ro various ibrejFn
i)uj€rs t'.ill n01 aiuaci KVAT.

i 
(dl

,,.' .,) i I

,{:1"}p51itr,
! .t- :.\*:- 

rt 
-

'..
ll '" "' ' r: il"'rl

] overpaymem poimed
I our bv audi:

ass€ssmenlJ sbon ie\i:,:

or other duEs

schenr/prqecr rn rhe 
l

light offrrdlrgs of sampte l

checli by Audit fii!{iings of
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Action taken N g-!9s-q!.lQ4i^,q!--89-I'o!!9

CO]\lIUERCIAL TAXES

Shorl levy due to incoffect

i'E.^tt .*-,."d--a-t 
"ro 

ro-l

,-- J---------l
cist of Paragraph/ Review

T'ax {wc),
Emakulam, during thc scrutiny
of ,lssessmen! rccords it was

notic.,d that tlre assessee

M/ s.'fechnip K.T.ltrdia engaged
'1 $r)rks contract returned a

total turnover of liorks co[ttaci
for Rs.87.16 crorc for the Yea-r

08-09. Horvevcr, the assessec

retulned a taxable tutnovea of
Rs:2-.+5 cror€ a.fter claiming
cxemptjon for Rs.84 7l crote it
is iirlmd that the assessee is

Iiabi( to p:ry tax at least on the
contldct amount received ol
Rs.60.70 crore after allowirrg
dcduction as pcr Rule ro(2)(b)

of ti)e XVAT Act, as tlre

elcrncnt of labc,ur uid other
charBes arc nol separately
a{sccr1ainable from O1e rccords.

lThe defec! wan noi d€tccted bli

I thc ussessing "y-.1? *1::
resulted in short le\ry ol tax arld
intercsL of Rs.6.70 crorc

I
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395/2016.

la) Doee thc Depanmem a@
lrith the facrs a'lld figD.r;s
includgd in tle paragraph?

No

| 
?he essessce Uas enterea-G-i6-

rcontract wir}I Bharat petrolcue
I Corporadon Liruitcd for €xecution

I 
oI work! conrract. AccordinSly thc

ld€arer purchased good6 fro6
I 
oubide the statc in thc csurse of

J 
lnte.statc Eede. The gooda used itl

Ithe wolks contract werc ro bc
lprocu{cd oDly froD thos.
I roanufacturcs v"'ho were approvcd
I by th€ anardcrs as l)cr rhc tcrrDs
lof c-ontracis. Such v€ndors w€rc
I €I situatld outsidc thc state. The
lgoods were despqrchcd aAainst ]

Itheit iDvoiccs. fte goods wcE I

I 
otdered, @"snufactured, imponed, l

I used as per the afo.esaid tcllas of I

I contract. Thc tcrms of thc cont act I

J 
cl€lr.ly ahow thar at th€ timc of I

l6ovcdeDt of goods.lien oI the I

I awarde.. wa8 creaEd on thc goods I

I 
atrd it was loro$n thar thc go<ids I
wele bcing brought for uee in the i
worJ<6 c:sn&ect. Thus such J

tansactions are aearly covered Iby sei:rion 3 of rhc CST Act dDd I
nence not aeaeBaabl€ to tax uodcr 

I

the KVATACt. I

{4, Doee tle Dcpartrient agrcc
with thc Aldit coaclusions?

(b) It not, ptease indicati l]-&i-
arca8 of diargrccElcnr with
r€aaona for disagreement and
also attach copies ofrclevsxt
qocurttcnli sfi cle ncccssary
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ReEedlal action takeD

T. lndla
works contract. During the yeor 08_09 the assesscc !ra3
obEiDed 2OE certficate for Rs.60.60 crore as exPcclcd
rcceipts for the six months fto$ Ocrober to Match 2OO9.

The to(al contract dnount of thc two onBoiDg Prqjccts
ar€ Rs.a64o9llaa r 1066606810 totalinA
RS.I93O697998. Thc proj€cts havc 3 Portions (l)suPplv
(2)Enginccling and {3}Constructioos The codtrect
amount of conssuction portron of the two Proj.ct6
coEcs to Rs.871564833/- which is ocntioncd in the
Annual R€turn. Thc brcak uP of the expected rcceiPt oI
60.60 crorcs tor the po.rtions of the two Proj€ct of tb€

h.Jccr-l
Ensc. Supply Constuctlon Total
xo

lalhe
I750
lakh6

760
takh$

2750
laldrB

Projcct-tr 230
Iakba

r950
Iakhs

1130
lakhs

33lO
lsj(hs

Toral 470
lakhs

3700
takhs

1890
lakh6

6060
Iakhs

constJltcuon Donroll ls aauP
Cro6s srDount 1890lakhs
l,css labour 567lakhs
Taxable turnover f323 l6khs
Tax dlre @ 12.5% +ce6s 167.02 lakhs

ffre asscssec has paid lhe arDount.

Thc supply portion i6 claiocd cx€mPtion as intcrstat.
sales &om thc lcapectlvc statc and goods mov€d into
thc Stat€ of tierala for cxccution of thc works conttact
as pan of ilq rcrms oI agr€clne'lt. The engrnccnng
ponion i6 scrvicc atrd arnenable to 3€rvict l3x
ln ordcr to .xecute the above cutract l}lc asacascc

purcba6cd laetcn3ls fros outside thc statc As pcr tllc
lcrms of tbc coutract th€ Soods havc to bc procurEd by

tha ass€sscc acaording to tbe specifcation statcd in thc
v/ork order. The goods hav. bccn Purch€scd frod
vendors approved by tlie awatdc!. Thcy arc locat d
outsidc tha state or y. As Per the terEs ot thc colttgct
the goods havc to b€ accordjng to the rcl€vant stsndstd

ccrtiEcate. Ftrnhcr urard ehould havc the
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6harat as Per
terms of oontract the contractor havc to ptoduc€ an
undertaking with the malulacturer of matcrials Erd
specia-ls. regardinA tbeir -witlingness to shpPlv the
maierials required for tlds cootract The invbice is
miscd by th€ vendor6 on tle assesaec at KeTala

addreas. The iloic€s sPecifcaly state tlrc deuvery

addJcs€ as thc work Bires.

F om the abov€ it is clear that the eoods hav€ been

ieported/aoved from outsid€ the slate spcciically for
the purp-ose ot the contact and tl.e moveEent baa
inextricable link witll rlrc ultimate sal€ in th. colrIse of
erecution of t$e contrac!.
The clai-E of exemption on the matedal eupply is oa tl1€

following grounals.

la) Th€ transfer of Soods is a salc in th€ course of
int.rstate trad€ under section 3(a) hcncc th!
stete docs not have e power to lcvy uax on saiag

tlansactioa.

(b) The approfriation .of the Soods to lh€ 'c{Etract

occurs outsrdc th€ state. H€nce thc sslcs haa
tsken place outside the state as pcr s€ction 4{?
of thc CST Act. The acctioa Providcd'lhat a selc
or purchasc of goods sha.ll be dcelred to hqvc

takcn place in rllc couise of interstat tlade or
coaEcrce if it.

iI) occasion the Eovcmcnt of goods froo one 6iate to

(lI) is cfiected by a Eansfcr of th€ docu(|ent8 of tide
io the goods during rheir ltrovcEcnta frot! ofrc

sratc to anoth€r.
Thcrcforc {a) the agecEenr- of salc rFu6t bavc an

exprcas or implicd iliPulatioD tor rdovirg thc 8ood3
fron one slate, to another or th€ ooveraent should
bc a.n incid€ot or an integel pan of 3alc. thc act\El
sari taling place in either of th€ statc.
(b)the goods Eust acurally 

'novc 
Aoo one statc to

Orc orlEr ard
ic) Thc ploperty over the gooals Dsy Pass &oE tbc

scUer to tle buycr in €ither of th€ staE or du.inB
the iransit.
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contrccted with rhc movem€nt

oI goods can be regarded ac intetstate sales The

raovement and the sale musl hale a reasonable dircct
lirik Such moveBcnt can be sripulated in t}|€ contracl
of sa]c specitrcaly or rt day be cont€aplaled by lh€
parr.ies as an iBptied lerEl oI contract. The concePt of
sale itsslf is an iDtangiblc one, wher€ t]rcr€ ie no
Esnsler o{ prop€ity in the goods, ihere is ao sale snd ,

Erere dovement cannot be the subject lratter of thc;
transaction rror can bc mere agr€eF;nt to sell be taxed.
The sale sbould havc occasioned t}Ie movcoent o! thc
Eovemenr should have been incidinral to the sal;. Thc
movemenl of th€ Soods dust be incidcntal to thc
conttact th€re bein8 no Possibilitv of diver3ion of goods

for arry olher purpose.
lD thc prcscnt case the Soods ate Plocur€d as Per the
slEcifcation in thc purcbase ordcl, sid otly ftod
approvcd verlqors statcd thercin. By virtue of thc
Btipulation ill the older and lbe terms of sgtccmcnt, thc
maicri.ls ar€ to be procured only from thc approvcd
veldotE. Ttrey are sinrat€d outside thc state, Thea€{otc

the s€lc {dccEed sale} of goods has caused thc
mov€mcnt of the 6aid goods AoIrl outsidc the statc.
HcDcc thc deerped sale is a 6ale itr the course of
it *retc fradc fsnnxg uxder section 3{al of thc cST Act.

Ib. ass€ssee has eatcred in to contract qtitb
Bharat Pctroleum Corporerion LiEited for cxecution of
works conuact. Accordinaly thc dealcr Purchascd
eoods Aom outsidc lhc state in the cours€ of interstate
Eade. The goods used i[ the wolks contra& wete to b€
proclrrcd only froE those Eanufacturcra who were
approved by the award€rs as pci the ter@s of c-ontracts

Such vcndors werc sll situaled outsd€ the 8tate. The
goods $lcr€ despatchcd against their invoices. The goods

wde ordded, manufactured, iaported, us€d as pcr the
afo!€said terEs of colrtrac!, Thc terms of the conEact
clesrly show that at the tioe of movement of goods Iien
of Orc ewsrder wes creatcd on tbe gobds atrd it was
knoum that the toods were being brought fo! use in thc
works contract. Ttlus such transactiona are clcajly
covered by e€ctron 3 of the CST Act and hdrc€ not
assessable to tax undcr the KVAT Act.
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(b) Recovery of
overpa).Ineo! pornt€o
out by audit

tcl
Recoveqr of under
asscssEeot, shon leq/
or other dues

(d)

Modifrcation in thc
schedcs and progra.s.mes
including trnsncing
pattern

lc) Revicw of si,libr

aclicaclprojcct in t}Ie
ligbt ofEndillgs of saroplc
cbeck by Audit fi.odings of
saBplc chccl by Audit
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Aqtiop tekea Notee o!. C& AG'6 Rerrorts

la, Depattment COMMERCIAL TAXES

(b) Subject/Title of the Review

Paragraph
short lew due to incorrect
coopulatron of tax.

tc, Paragraph No. 2.12.5
Rcport No. and Year t& AG repon cnded 31.3 201O

II (a) Date of rcceipt of tlle Draft
Para/Review in thc Departmcnt

'-,- s -'t
Date of Dcpar'.lnent's RePIY 1.7.10

III
Gist of Paragraph / Rcview

ln coEaercial Tax ofiice [WC&LT)
Kozhikkode, it was noticcd ijl MaY

2009 that M/ s.Ulalungal l.abou!
Contract Co-op€rativ€ SociatY,

Vatsk€ra, ar! assessee who had
optcd to pay compoundcd tax 8.ad

having total contract rcceiPt of
Rs,20.68 crorc, paid tax of
Rs.73.50 lakh onlY instead of
Rs.q2.3r bkh. This resultcd in
short l,ei'J' of tsx of Rs a.82 lakh

(4, Docs th. Dcpartocnt agr€€
r^,ith thc facts and figurcs
includcd in the paraaraph?

No

{b)

Ifnot, Plca8e indicat€ ateas oI
disa€lFer!.nt and alBo attach
copi€s ot .elevant docullerts in
auppon

Thc sssess€e is not liabl€ to PaY

tax @ok on tJle gross amouni as

pointed out by the AccounEot
Gen€ral. Thc gross cootract
amount rapres€uts olgoing
conuact receiPt and curldlt
conEact rec:€ipt. on goin:g cootract
reccipr is liable to b€ assessed at
2.3% (KGST Act) c1rrlent cootract
amourlt is liable !o be assess€d @
4ol. being a, CST dealet Thus,
ther€ is no short levy oI tsx ag

pointed by the Accounta.ot
CerFml.
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ta, Docs the Department agrec
*ith the AuCit conclusions?

{b) UDot, plcasc iodicat€ spccifc
arcas of disabeeEcot with
reasons lor disagr.eoent orrd
also attach copies. of rclevsnt
docuErcots whcre ncccEsary
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Remedial actloD taLen

(4,

Improvement in sYstem

a.nd procedrues,
includin8 intcrnal
conEols.

TbG;;"ee t" 
"ot 

ttable to Pay tax @4olo on thc gross

ahount as Pointcd out by thc Accountant Gen€lal The

60SS Contract amount represed$ ongoing conuact

icceipt and cuirent cotrtract rec€iPt On goiixg conuact

recsipt is liable to be asse6sed ar 2 3% (rGST Act)

cuncni contract adouna is liable to bc asse6sed @ 4olo

bci:rg a CST dealcr' Thus, there is no short lcry of ta

ab poiotcd by the Accountant G€n9ral

(b) Recovcry of
overPa)roent Pointed
out by audit

(c)
Rccovery. of undcr
assegsment, short lely
or other dues

(dt 
,

Modification in tht
schcEes and plograrlJnes
induding fuancing
Dattem

tc, Rcvicw ot sidilar

scbeoe/p,rojcct in th€
light off.odinaB of saEPl€
check by Audit fndiDgs of
.eaple check bY Audil

sp^ir$"f i :', l.:;;"'
i. ,. ,'l

,..'.,.1
li , '' irrr':t'ri
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Actioq ta,ketl l{otes on 6& AG's Reports

(a) Depa-rUnent COMMERCTAL TAXES

(b) of Rsvrerv Short le\,y due !o .xcess
.rvqiling of lnput tax c.edit.

lcl llagsraph No. 2. 12.6.4/I)
{o Reporr No. and year C&AC report ended 31.3.2010

II (aJ Datc of leceipl of th€ DlaIr
ParalRcacw in the Deparhcur
Date of Departroent,s Rep\ 25.10.10

TII

Gist of Pa.iagraph / Review
ln Special Circle, MatratrcbeEy al
Aluva M/s.Mezhutd<at il MiUs ha_6
availed input ran credit of Rs.a.4l
lalh for the rlosth of May a.ud
June 2007 for the purchase of
Copra. Thc copla purchascd has
beln used in tlle manuiacturc oI
C.N.oil lird C.N.oil cake. Borh
these comrdodities arc fimr
schedule jtefi.s, the availing of ITC
ra rnq)recr resutttng in shoB:t Ievy
of tax and int€r€st R6.9.92lakh.

Iv (4, Docs th€ Dcpanracnr agrea
with the facrs and figurcs
rncluded in the pa.aArapb?

No

(bl
Ifnot, Please indicer€ areas of
dbagreement and l|lso attach
copies ofr€levad docullrelrs in

By Finance Act 2007 lotiocd on
24.7.07 tl13 C.N.Oit and C.N.ojI
c€l<€ have becn ilrduded in rhe ld
schedul€ of IO/AT Act giving
reEospective eflccr trom 1.5.O?. By
rinue of clause of the l(erala
FnraDce Act 2007 tbe collection of
output rax and claio of input tax
credit by the dealer trave to be
tieated as legs.lly valid and heoc€
is in order- Thc va.lidarion clause 8
of th€ Act is rcploduced.
8. Vatidariop :- Nor withatafldin8
8ny rhing contained i. K.r:ala

39s/2016.
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f_-I_l- -'_l 
'^i",;"'r;n"L'on "-r;-*"u€-lj i i I ;l ress or in the xvAr Acr' 2oo3 

]i I i l[:*"'i:#Y"?".*iJ.l"l,i
in:!!"'i*' of. this Ac1'. durinc ipublicrior of ttris Ac1, during
$hich tlxe declarcd pnvision as j

mntained in thc Flnallce BiU, 
i

2UO? {BiU No-Ei4 of lhe r2'\ K€rala I

L€srslative AsseEbly) s'as in folce, l

an! la-r collectcd by rhe lirst seUer I

b!' vinue of clause (h) of section 6 
I

proposcd b be insefled bY iten (di l

of sub clause (2) of clause 7 of the
said bi! shal be dcemed 1o have I

bern validty colected under the 
I

said Acr, and Ore subseque i
des-Iers covcred urldet the said 

I

provisions shall be entitled for the 
]

exemFtions as envisas,ed in the 
]

said clause of the sqid bi[
The audit is not sustainabl€.

{al DOes the ljepartEenl agree
with d)e Audit corclusions-?

(b) It no!, please iDdicat€ specitrc
arcas of disagreemetrt with
rcasorls {or disagr€cme and
sl6o attach copies ofrclevant
docuruent$ li,he!€ nccessar-}
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Vl Remedial acHotl taken

ii.,itil
I

I

I

I

I

I

I

I

l

i
I

l

I

I lmprovement in systern
: and procedules, _

including internal

I cootrots.

I
I

I

I

I

l

lBy furance Ac1 2OO?.nodfied on Za.?.OZ 
'Ste

I C.N.Orl arrd C N.Oil cal<e have been ncluded in the
, lb. scl,cdLijc o' IiVAT Acr givmg rclrospecrive effect

ilrorn l.5lo?. By virrue of clause of the Krrala
I 
Finance Acr 2007 the collecbon of ourplrt tax and

]claim of inpur tax credrt by the dealcr hdve ro be
Itrealcd as leBatly valid arrd hcnce is in ord6r. The
I vrlidation clause 8 of rhe Act is rcproduced:

ia. Va[dation :, Not wit]rsta.rrding any thin8
lcontaiDcd in Kerala provisional collection of
I 
revenuc Acr 1985 or in the K\/AT Act, 2003 (30 of

i20Oa), durnrg.the period from 1.4.07 ro the date of
Jpublication of this Act, durinS which the decla.red

lprulision as conrained in *re Finance Bilt, 2OO7
l(Bill No.a4 of the t2rb l(crald L€gislarive AsserublyJ
iw4s in force, any tax collected by the frst seller by
lvlrlue of Clause {h) o{ scction 8 proposed to be
lutsetred by item (d) of sub clause (2) of clause 7 of
Ithe sElid bill shall be deemed ro have been validly
collected ulder the said Act, and the subsequcnt

I 
dealers covered under tbe said provisions shall be

i entitlcd for t}le exemptions as emvisaged in the said
L clause of tie said bill.
I Th€ audit is not sustairrable.

(bl Recovery of
overpalrnent pointed
out by audit

(c)
Rccovcry of under
ass€ssmcnt, shoft levy



(d)
Iuodfic:rtiotl in the
schemes and
programmes including
nnancing pattem

{el Rerriev,/ of sirBila.l

scheme/project in lhe
Iight of fndings of
satlplc check by Audit
filrdings oI sa.Inple
check bv Audit

244
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Actio! taker Notcs on C& AG's Reports

la, 1'A)iES

(b) ectlTidc of the Riview lc!'Jr du€ to €xcess

lg of Input ter credit.
(c) ParaFaph No. 2.12.6.4(bl

1d) Repoat No. arrd Year C&AG rcport cnded 3f .3.2O10

II {al Date ofteccip! of the Dlatl
Pdra/R€view ul the D€partme t 2L-s-!9

(b) Dat of Deparhcnt's Reply 16.9.10

Cbt of Paragraph/Review
Duling scrutiny of records itr AasL
coueission€!, Special C;clc,
h?ssrgod, it l'as notic€d that
Mls.K.S.A.IGEath & Sons, a
dealer in cashew nlrr €Ild kerncl
cl"jmed input rsx credrt for the
crlti'e purchas n r the Ye3t O7-O8.

Evcu &ough 35.159'0 of the totdl
sales tulD@et relatcd to
conGigrunent alld stDck trat$Ier,
the input tax availed
corresPonding to this tur'1over of
Rs.?o980850/- was not dis3llowed
resultcd in shon IcvY of la of

IV {aJ Do€s the Departraent agre€
with the fucts and trgutcs
ind\rded in thc plragraph? '

(b)

If not, Plcase indicale area3 or
disagieeEcat a.nd also attach
copies of r€levant documents in
supporl

la, Does thc Department agtee
with thc Audit conclusions?

(b) Unot, plcase indicate sPecilic
arcas of disagreeBent with
lcaaons for disaSteemcot aIId
slso attach copi€$ oftclevant
docuErents wherc n€cessatY
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ReIledial actior tate!

llnproveEient in
syslem a.IId
procedures, includilg
interoal controls,

The Accounrant lie:rcra] worked out ,t}}e shoi rew forl
2OO7-0.R as derailed Lolo$':

Tolal tLrnover inclu ding interstare 20t926520

ConsiAmc traosle! & st@k trarsfer
R.atro

70980850
35.15%

lnpu( ta..( for spccial rebate alow€d 1665794.
873565

Total 2539359
Inpur Bxlspecial r( bate to be disallowed 2539359f/.

669439

on tbe assessee. L, reply !o inc noticc, the dcater has
PointEd out c€rtrin discrcpaicics in turrrover alrd input
tax with.cfeEncc ro the an]:rual rcrurD and aAdited

The abov€ said p)sitron w€re veritred with .€turence to
tie accounts and audited starcmenL Accordnrgb', the
assdssDeri for thc year'rvas revised as und€r on
29.6.2010 lRs.)

Ra.io of Don taxable sales
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. i oi r:rt:r:,\ r:J.111 r,ornrer

i R:rolc:: ,Jl uf:iler

L assrssm.j)L, sl-roil lai l

s!hrmcs tn!
progJr$xl1e-- lncluoDrt: -

s:il.[e /prote.1 rr, IIr
hit:i. ol fitl.r ts c1

sltJr]Fl. cit.i i: tnr' 1!,1.iri
ilncF!-s J; r.6|l: clr..i
i:! r,.ucir
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Actiop tr.ken Notei qa C& AG'E Repo!:iE

I lal Department CO t\,ll,lERCtAL TAXES

(b) SubJect/Itlc of t}Ie Review
Paragraph

Shoft lel']r due to excess
avaiiiDg of special rebate.

tcl Paragaph No. 2.\2-4.2@)
Report No. and Yeat C& AC reporl ended 31.3.2O1O

II (a) Datc ot rcceipt of the Dlafi
kra/Review in tbe D€oaimed

(b) Date of DepartEentt Reply 22.9.10
tu

Gist of Psragraph / Reviee,'
In commercial Tax Ofrce,
Speci.rl Circle-ll, Ernakulam,
duing the scrqtiny of
assesslnent records of
M/s.Appollo1yres for 07-08 it
was noliced tiat ar} assesaec
who had not discloscd purchase
turnovcr lrom unregistered
dealers, availed special rebete
ot Rs.7.46 lakh. This resu.lt d irr
short lcly of tax slrd intercst oI
Rs.8.a7 hkh.

Iv lal Does tbe Departocat agree
with th€ fack and Ggures
included in thc pa.rasaph?

No

(b)
If not, Please indicate aroas
of diss.greement and also
atta.ch copies of tclevant
documenrs in support

Thc sp!'cial rebate claimed is for
rhe input tax credil cla.irn on
the firtry ta)( paid to! the
Dutchase of caDital soods,

(a) Does tbe Dcp€ttment aglce
with the Audit conclusions?

(b) Ifnot, plea8€ indicat€ specific
arca! of disagrcemcnt with
rcEsotrs for disagrccE€nt and
6lso attac.h copies of relev€nl
documcnta ve_here oecessary
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vr ReEedial actioD taL,eD

o5-06,

{aJ

Improvement in sysrcm
aid proccdurcs,
including inErnal

Dunng 'Jie ycat 05-06, ih€ assessee had Purchased i

caprral Bo,'os lor Rs.2,31,62,337/. and pard Entry ta-r,
amoundrig ro Rs.27,24,22A1-. Out of t}|e abov€, the 

I

assrsscc has availcd spccial rcbat€ undct scciion 12 fo! |
Rs.?.45.773l- durin8 .h€ y€ar 07-Oa snd balaDcc 

L

t.mJunr ur Rs 6.48,9 | O/ - is ca.rned rbrward to ncrfl ycsr. 
;

Thc sp€c,d r(bure cldmed rs fot inpul t3x credit dalm I

ou tle l,nlry raJi paid (or thr' purchesr of capilal aoods.

{b) Recovery of
overPa)aDen! polnted
out by audit

tcJ

Recovery of under
assessment, short ievy
or otier dues

(d) schcocs and prograE-mes
including fmancing

le,

scbeE€/project in the
light of fndings of saaplc
check by Audit 6.rdings of
sampl€ check by Audit
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Depattrient

lcq/ of output ta)( .

C& AG reDort ended 3l.3 20l

'".-t-1"

Circle-I. Ernahls.E, dtting tbe
scrutiny of ass.ssaent recotd8 of
M/s.Godrej and Boycc

Maoufecturing comPany Ltd., it
was noticcd that a dcsle! in
reftigcra@r and air conditioner etc

assc-ss.n out put tax on aalea

turDovcr of R5.112'37 cf,orc ag

conc€d€d in thc rctud Ior thc YFat
06-07, gvcD though locsl selc sA

pe! ccrtiied aEtounts for Orc sa.oc

,€rr was R!.113:37 crore. Howti/cr
no action was 6een taken !o rc!16€

tha rcturn. Tbis result i4 3hort

Cist of Paragaph/ Revicw
Itt

DcpsttmcDt agtce
wit}l thc fact3 and igures
irrcfu&d iD thc

DOt. ?leaac mcucetc atcaB

diasglccmar! and also attach
coDrca ofrclcver$ docu.Drcnts tn

with thc Audit conclusi,oDs?

-arcas of disagrcco.ld witb
rcaEqns for diaaglcemcnt aDd

also attaclr coPi6 ofrclcvant
docuocata wbctc
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,./
vI ReEedlal action taLcn

{4,

I

knproveEent in system
and procedures, -

including intemal
controls.

M/s.(io&ej snd Boyce Manufacturint Comf'any Ltd. is
an asacssce on tllc rolls of the cotnEElciol ?a)K oficcr.
Spccial Cilclc-I, Eraqkolim dealt with rcfrigerator,
washing Eachine ctc.
During the ye€r tl|e ess€ss€e compeny rcccivcd
R.3.1228185/- lowarab labour chatges..Thc coatlation
of ttre assc$ce compsny b ilrat, the sooun! vas
t€elizcd sllcr iaCuiDg labor.r bills o! servicc calls cfiicb
is purcly latour clurgcc in Datur€ and thcd! is Do
clcE€ot ol iDvolvcsaot of goods to att ict any tax
liablity. Ttrercfore thc c@pany claiacd €xcoPtioa o!
thc abovc truDovcr. Thc deabr coEpa'ty also pttduccd
thc i.rwoiccs.
Thc ABst. Comdission€f, {A.$!t.l has vcrificd thc
mvotcea and found tbat thc-Eajority of ulc bi[s
produccd Io! verificEtio{r is pucry id i}rc naturs ot
labour d\argos rcccivcd srid thc& is no clcmart of
invobtrncot of goods to sttrad any tsx li4bility.
Considering this fact, exelaption .!.ihcd towards
labour cbsrgcs is liEit d to 5oyo ol the rotal labour
drarg.r r€.eivcd. AccordiDgv 5()% of rllc total labour
charSea recciv€d waa asscascd to tax and tlre dcaLr
comPany Paid thc tax with iucIcsr.
AB fsr aB AMC ir coDccrDcd thc aabcasee coopa4;'
daiDcd cxeoption b?iDg th€ amou.qt recciwd 

-to!,ar.ds

lrrotectiod pl+". The coDtcDtion of t]1? compaay.iE
tbat.pretcctio! pla! is tb. cxtcndcd lr|6rf6ntrc aclcoc
at thc iDatancc of thc cuatodcr *trich is optiDal at the
in8rar cc of the custorncrs. Prorection plan ie a 

I
prot ction givcn to rhc cusloms for e ccrteia pcdod 

I

which is coUcctcd s€psrelcly raising biils, ar thet tiEe 
I

thcre ia no involvcEmt of lebour and Eatciials. Whcn a I

aituatioo. warranting rcpkccocnt of goods talicn pfecc I
rhcj' wil raisc ?fP scrial bill aepantcly and payl
appropriatc tEx. 

I

Thc A.st. CoEmi6sioFer (A!soL), SFid Cirdc-f, I

ErnaLulan'iar vcritred fis alpdcr. Dlrin8 thc ycar tre I
a{a€atcc coEpany had rccavcd lts.23683a0/- rqwads I
ProEction pla!. Thc Datcrial el,euEnt warrenting I



252

rcplatcmtnt of gotJds rs lcry m'cgr< tn narutr' As pcr

r Rdle 9(2){{.) of th€ KVAT Rulcs, 2oO5 in rclatrolr to AMC

| *'herc lrie tumolcr ol Boods arc nol asc€nainablc the

, '-a"\airl. turnoYer shali be 50o/o of the conuact amounr

lTherelbre Ltle sov' of th' amount rcceivd towards

rUc/prottttr"n PlaJl is assess€d !o tax Tbe balance rax

' lana r,,teresl Rs.7,36'193/- has fullv paid vide clrequc

l:nut-llszts dd'3a lo and balance csl' due and

-- a> |

l$-'i1u-t - -i J-------=r::- '
a.

i1j_.---
I {bl iKecovcry 

oI

i lovcrPaymenl Potnl€d
| | out bv audii

No.0157la dd.3a lO and balance CSl' due and

inrcrcsr tot Rs.3,51,244l- has iultv Paid vidc chcquc

!9 01911? d,13.8 10.

tc,

(d)

assessmcnt, short lctY
or other dues

scheoes alld Progrd nes

including nnsncing

le,

scheoe / Foject in th€
light of fndinas of sasPle
check by Audit fndingc of
ssmpte cbcck bY Audit
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Action iaken Note! op C&' AG's ReDort6

cnded 3 _3.201o

Cist of Paragraph / Revie$, Spccial Circl€ll, Erna-k:ulam, i

during scrutiny of records in I

;1 - 4.- ll

rcsp€cr of M/s.Jose Elecrrical
sdlcs Conmratior!, Ernakulam fo!
the yclr 06-07 i! was noticed r.llllr
the dealcr availed input tax crcdit
ol Rs.51.55 lekhs, oD lhc local
purchas* vslued st R6.7.23
c!ore6. Flom thc audi( rcport ir is
rcvcalcd that tnc local purchase
aJnounlcd to Rs.6.04 caorcs ot y.

This discrepancy icsuh€d in short
lery of Rs,8.O3 laErs towards lax,

Docs th€ Depdbeni agree
wilh tbe tacts and figures

wirh rh€ Audii conclusions?

oocumenG $.rner€

lfno!, plea-q€ indicatc specific
areas of disagreebcnl wilh
r€asons fo!' disasreeEdrt and
a.lso attach copies of televanl

disagreement and also allach
copica of relcvant documents in
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Rerredial actloB ts,L.eE

.1trc6;6of aocounts for the yeir 06-07 wcre caled lor
arrd vcrifcd by thc asacssing authority with t6Pcct to'

thc anDual rcturn a$d auditcd rcPon in Forra l3A 3'xd

r€ctificd th€ EiEtake vide ordcr dtd 30.10.2009 cteating

additiorlal dcEand of Rs.6367?O Fax Rs 475202/-

lntcrcst Rs.161568/-) atrd thc deatcr has Paid ihe
tsx due vith intcresl as &tailed bclow

lrirprovement i'} sYstcrtr

and proccdutes,
induding intcmal
controls.

ssa€saE@|, 6hort lcuf ot
otb€l duca

schiocs and prograEDca
iocludirg iaancilrg

c63CS/Co8pleta
sc.bctn /projcgt in thc
light of fiIlding! d.eamPlc
chcc& by Audit 6Ddiug! of
sssplc cbcck bY Audit
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Actlop takea Note8 on C& AG,s Rcaorts

(a) Dcpsrtment C9MMERCTAL TAXES

{b) Subject/Tide of the Review
Parsgraph

Short IaW due to tut'nover
cscaprng aasesstqenl.

PataSraph No, 2.12:12,2
Report No. and Yeqr C& AG r€port cnded 3f.3.2OfO

Il tal Dqt! ofrcccipt ofthc ltraIt
Para/Rcvicw in thc Departmcnt 4-6-t.)
Datc of DeparEbcntb R€pbr 29.7 .20rO

III
Gist of earagrap*r/ Revieq.

My's. Lunar Rubbers, a dealcr
in hswai chappals, ulbrella
and school bags rcccivcd
royalty va.Iu€d at Ra.l.36 crorc
Ior thc yeara 05-06 to 07-08 in
respect of t ansfer of right io
use tbeir . tadc rnaik. which
was not aasesaed to tax. This
resu.ltcd in short lew of tax a'rd
i;tcrest of Rs.7,27 lslh.

ry (a) Does thc Dcpaltacat sArc€
witi thc facb and fgures
i[cludcd in the pslsAraf'h?

Yes

(b)
If not, Plea3e indicate areas
of disagreerEent and also
attach copica of relevant
docueetlts in support

(a) Doca thc Dcpar'Etgot agrr.e
with thc Audit conclu6io!6?

(bl lf oot, pleasc iadiilatc speciic
alcaa of dir.gr.€mdt with
rca.Bona for diaagrccEcnt arrd
alao attecli copies ofrclcr6nt
alQcumcnts wherc neccasqry



z)o

vl ReEedial action take!

(al
incllrding irll€rnal
conlrols.

r02358

)ollectron pamculars-i;; -lt;* '

i,--.-,--,.,
I 05-06 ; !g.17lt'

Tax i Inleresr Chclai

20,1716 i lo235a
6.10. r0

j oi:o?-] 
'a58-Ea

L--.r-----
i o?'qa i 7990'l
tl

s85/.
6.lo.ro

79909 | 20776 sa? |
6.1o.10

(b) Rrcovrry ot overpayment 
i

pointcd out by audt i

lc,
Rccovery of under
as6escm€nt, ahott lely or
otlE dues

(d)

Modifcation in lhc
schem€s and Programmes
including financlng

{c,

scbeme/ proJect rn tlr€
lighr of findings of saoPle
check by Audit fndings of
sample chcck bY Aud*
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Actiop take|l Notei oa C& Ae'a Reports

(a) COMMERCIAL TAXES

(b) Subject/Tide ot t}Ie Rcvicw
Paragraph

Short lew du€ ro application of
incorrect rale of inpui tax credit

Paragraph No. 2.12.1314)
Repoat No. aid Ycar C& AC report ended 31.,3.2010

II (a) Datc oftcceipr oftlc DraIl
Psra/Revicw in thc Depsrtrocd 2t - 4 - t(,
Detr of Departmenr's Reply r9.10.10

u
Gist of Paragraph/ Reviec'

lD coDraercial Tax Oftrce, F
Circle; KottayaD rcvealcd that
M/s.Continentar Wood Ploducts
nm .asscssce claiBed iDPut rar
credit at thc late of 12.5% on ihc
purchas€ of 4% 6)iabl€ goods
during 06-07 and O7-O8. Tlus
resulted in Bhon lery of iax of
Rs.4.45laldr- -

IV (a) Does the Departmcnt agree
wit}I the fact6 and fiAures
incruded in thc palegraph?

No

(bl
Ifaot, Pleas€ indicate areaE of
disagreemeDt gJrd also attactr
copi€s ofrelevanr docunenrs ir
support

Verincation of o1e assess;;f
records for thc yerrs 06-07 ed
07-08 cledrly reveal€d thar rh€
assesse€ . had Ecntioned dre
purchaB$ of 12.5olo of taxable
ir€ms Bed 4olo taxable it€ms
speci6cally in a.[ thc rcturnD 6l€d
dlong with thc purctrasc
slatcmcnt. T!r€.c is no spccitrc
proi:ision it thc KVAT Acl ro limit
il€ input tax paid as pcr rhe
purcha!€ bills for dre goods which
are used for the manulacturc od
&rother comrlodity €xcrpr that

39J/2016.



zJ.l

sent for ourside thc state. As Per
€ft4, 174 or1 rist A of th€ Third
Schcd\dc, thc rale oi ta-]( leviablc
o1'. the products ie packing
natcrials oI a.ll Lhds is orny (449'0

as per t}Ie statule,
Iti the abovc cicuest€nces, there
is no irregulai claitos of excess

input tax cr€dit (0 12.5?0 on 4%
taxable Aoods. So thc question of

.iuegal cllection of rai forLitcd to
Oovcrnmest does not arise in this

{a) Doea thc DepartEcnt aAre€
with t}\e Audit conclusions?

(b) tf not, plcase indicat€ specfic
sr€as of disagrc€Bent with
r€asons for dis€Arecmert l'rd
also attach crpj€s of r€lcvan
docuJnents rx*Iere necessan,
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Remedial actioa t&.ker

l'trc asaessee, M/s.Conlinentat . Wocd

'cut si"e dywood on the 3urfac. arca of rhe pallet $herc 
]

the place in whicb Foduct for cxpon are to be kept
finishbA the wbole area or pallcts with butEru macldn( ,

Pan imadi.,Er, Pnllom arc the naufactur€s of Rubber
wood packtr!: Darcnals like pallets, dates €r. E€snt fc'!
tbc oxport€rs. Tbeir EaiD cusroEc! is nC Chendai,
Pap$ eypor rer who us€s only good 6niah pallcts, ie
pall€ts Eade with planed and dried Rubber Wood
planks aad surrac€ with Cj'ryood piec6. Their major
Raw matcrisls to !'lake qua-liry cases ale Rnbber wood.
plywood, naiis and consuinabt.s elc an<l rhe
maDutacturhg proccss are aiv€n und€r id brid. Sawina
of lfubber Wood, thc 6aw! plsrJ.s cut irto t}Ie rcquircd
sizes, plsnks arc to be planed to gct smooth frdsh,
dryrnC thc plsr&s irr cbambd to rcalucc moisture
contcnt, tabricatc tbc palet fram€ with plaD&s, cutting
the plywood purcha3€d ia the required sir€s oails ihe

in order to get smooth tinishirrg ot tbe pa.llct. The itcm
sold. by the assessee :l!c Rubber wood packinS
Datedals, bcnc€ the Bajor raw materials uscd in ttre
finished pac!.ing cases ure rubber wood orly and the
ptIilood is used in a I€ss€r quaatity. R\rbber wood arc
buyinS from urll.egistcred d€rtels ald rcaisiered dealcN
by sutrcriig VAT @ 4b/o, plyvood al|at nail from VAT
dealers by sufiering VAT @ 12.5% resFctively. Thcy are
malsnS packing caaes tsailrly $irh Rubber wood rnd
plytrlod in a lesscr quantity oily for the apFoved
drawinS of lrc. The assesse€ has been dcely indicated
by tbe custoroer (ITC Chennai) that plywood ba6 to be
nailed on the surface side of thc pallct a6 thcy Deed a
clcar aad plain sudace whcre they kcep tbei.r Datclirl
[)ap!r) 'rr order to aloid any kind of daDages ill Fa:rsit.
thc assesseeb major share ol ssles i!, inrersrate aIlal
lhos€ are for ITC only a.od billing ro therrl wcrc rnade @
41/r o. (d 3o/o C folEs as ler the rat
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Lhc C forms

Derlarns to lire intcrslatc sales cfiected and 2I 'J roo

;rom *,e VA-l dealer frou s'hom ihr] Purchasc of

?i)"*-(ro.r r!]d rarls wer€ n:.de. Sub scction (t) of section

lI pro\ides i})at aiy.eglsreldd dealets liable to €'x
uDder snb scc$or {r) oi section 6 sha-I be eligible for

upur uDi. 'tllc.condition to allow inPlrt tari as per sub

sectio! 9 ol secdon II is lh.it anv dealer who ciah$
irput ttu\ irl respect of ajlv putchase sha]l keep th€

ori$nal tAx frvoices for such purchas€s, wherein the

lnpur lax has been *Pa-rstrlv chdged Th€ &sscssing

authonry has verifred art the purchase bils of thc

aslqssee lbr the yeats 06-07 and 07-Oa 8nd founcl that

the assessee had pu.chas.d Plywood rrom VAT dcule6
(!t l2.S/" Ior an atEouot ol Rs r74rO2O/- for th€ vear
06'07 and cl.{im€d input tax Rs.217624l- for that v€ar

I arrd Rs349927 a / - for O7-O8 d$C !'laimed input tax

lx".+:z+tel- ro' rhe ycar o7-d8 rcspcctilelv in addition
to Ihe purchase! of rubber wood logs. The goods

ipurcbased i.e. p\ry@d and .ubtr.r u'ood Iocs 1: :lot
sold as such. Thc Soods purchascd Paying eL'. at trigher
!:r& i.c. 12.5o/o are used for thc ma.nufacture of packing

m.rterials which are taxablc @4'ld as Pcr th€ stalurc TLe

assessee who ciaimed the inpui tax at hig'ler ratc' had

pald the tax as per lhat noted i! thc purcbase nvorces
availdbl( qift him drd dccl.-rauon m 2I J r' prove thc

rcmittance ol !s-\ by rhc uhol€ seller was also filed

atong with -.h€ purchase slateruen!. Thcre is no sPccific

provisioi in the KVAT Act ro limit thc input lax pard as

per tlr€ purchase bilts for thc goods which are used for

tlrc manufacturr of a.rrolhcr corEmodity excllPl thal senr

for outside rhe state- As pcr clrrv 174 on list A of the

Tlut d S.hedule, I.bt ratc ol ttt( leviable o,r t}le producr3

ie palkinB matcriars of all kinds is onlv @4% as Per the

ln the abovc cilcumstances, th€rc is rlo irregular claias I

oI ercess inpul tdi sedrt ! l2.S'o on'l'/' taxable toods l

So $r (lucsuuD of i]lcSal coucction oI tax forfcircd toi

rcmittance ol !s-\ by rhc uhol€ seller was also fifed 
l

I velincadoD of the asse$€oeDr records fot fie v€ars uu- 
I

lOz -ra OZ-O8 cle.irly tevealed that the assess* had I

mendoncd th( purchases ul 12 50" ot tdablc trctJls dd 
I

49o urxable items specificaly in all tla renrffs Drcd

OoverrlEent do€s rot arise iD this case.



zo\

out bv audit

ic ) lassessmenr, short lc']
I or other dues

sche6es and progra.mlf,les
including nrancinB l

cases/compl€!e
scheme/project in the
liaht of fndings of sanple
check by Audit fndings of
sample check by Audit
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Astlor t&kep Notes or C& AG:s Reports

{al Department COlvll\iERCIAL'IAXES

tb) Review Shortr icvy duc to application oi
incol_r ect rale of input tax credit

(c) Paiagraph No. 2.12.t316)
Rcport No. altd Ycar C& Ac report endcd 3l.3.2010

tti tal Date of receipl of the Dlalr
Pafa/Review in thc DepartEent

{b) Date of Department'a R€ply 26.0 l0
ml

Gist of Paragraph/ Review
ln Commer:cial 'l'ax Otfice,
Attineal in Septcmber 2008, i.
was noticed that an assessee
M/s. N.C.Chemic6ls, Attingal
cle.irncd input tax credit for tlte
yea-r 05-06 at ttre incorrect rate
of 12.5Vo o^ the purchase of
sodium silicate which was
actually taxable at 47o. Ttlis
resrlltcd in sbor! lery of tax of
Rs-2.25Iskh.

rV {al Does thc Depa-rtrnerrt agree
with the facts and frgures
included in the para$aph?

No

(b)
If not, PIease indicate aicas
of disa€rcement and also
attach copies of relevsnt
docuBents in supi)od

rnc aucut oolectron lor tr|e ycar
05-06 was the excess input tax
avarlcd by the d€a.ter @r2.5%
tstead @ 4% for the purchase of
sodiqf]r silicat€ which bei'rg an
item coBes under Sl.No.l39 of list
A (Industri€l iltputs s'ld packing
matenalsl attached to t.|e
Schedulc III of dle KVAT Act 2003.
Conscquent lo the audit obicction,
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assessmeni was re\1sed vide order
No.32OrI179704/05-06 dtd
20.2.09. Afgrievcd by tne order,
deater preGrfed an appeel before
1]rt Deputy Courslrssioner (APp€sl)
'l1r iruvananthapura.Er r'ho in turn
ii.lc'ordcr No.KVATA No.7/O9 dtd
za.l.lo allowed the appeal oD lll€
gro.rld that th€ resPective item
rrjll corue under cnry 4% as Per
Ac1 39 oI 2005 on dre basis of
ordnance No.15/2005 and 8or the
assent o{ covernor oDly on
r9.8.O5. The aPpcllanl ha3
pu'chascd and sold goods at tlc
rate of 12.5% upto 18.a.O5 so he is
eligible for ilput rax at that rete
The assc6see purchascd snd P€id
iax @ 49o and also sold at 4% froo
19.8.05 and ia .ligibl€ fot inPut at

(a) Does thc Dcpaftment agrec
with the Audrt oonclusions?

(b) !f nor, please i4dicatc
specific sreas of
disagrcescnl vqith reasoDs
for disagreemeit and also
attach copies of relevant
docunrents wllefe necessary



lmprovemelt il] system
and procedutc:j,
including int€mal
conlrols,

coD(:s uidcr Sl.r-o.r39 of list A (lndustri2l inputs al]d 
i

pactlllrS Baterialsl attaclled to thc Schedule [I of the i

KVA'T Acl 2oO3. Cunsequent to the audir objection, 
J

i{sss$sn,eir revised vide order 
i

No.:llol j.179704/{ls 06 dld 20.2.09. Aggnev€d by the I

orlier..teaier p'elii'.ed !D appes] before the Depurv i

corrl'liss,o',cr (Appea| rhiruvananthalyT. *.i. T j

, -'- lj- i'\1)i:il lil
\'1

,-i -

No.:llol j.179704/{ls 06 dld 20.2.09. Aggnev€d by the I

oruer ,1, !l(, p,.t'r,ed ,!, appr! before thc Deputv 
'col'lmissroncr (Appearl Thiruvananthapuram who in l

nfr ltdc ordcr flo.KVATA No.?/Og dtd 2a.r.rO alowed l

the appral on rhc ground thal the respective itcrr wiu 
]

com€ uDdcr eotry 49i as pet Ac( 39 of 2OO5 on th. basis
of ordinaDce No.l5l20O5 dnd Aol the assent ofl
Covernor onll or 19.8.05. Ttrc appellsni ha6 

I

purclassd and s.ld goods al trr Jat( of 12.5". upto'
1a.a.05 so hc is elifible {or input td at th.r1 r:rt€. Tbe I

assessee purclrased and paid tax g) 4% and also sold at I

aolo rroE ig.a.Os aDd is eligible Io! rnput lrt r.bat rate. i

(b) Recovery of overpa)Dcdt
pointed out by audit

tcl €sseasllclrt. abolt lew or

(d)

ModiEcaUon irl tlle
schcmes and progranlmes
incllrdiog fnalrcing

G]

scbeEe/projcct in the
hght of findings of sample
check by Audit indings ot
sairple chcck by Audit



z oi)

I lai Depr runena CCJM MERCIAL TN@S

(b) subj
Para

rt/Title of the Revicw
Faph

applcation oI incorrec-iGE

tc, Parg ,h No. 2.L2.18.2
Rcp( 't No. qnd Yea. C& .{C repoit cnded 3l3.2blOII ta, Date
Para/

,IrecciPt ofthe Dratt
Revicw in thc Depsd6eut rS- s- -,o

(b) IJatc of Dcparunenl's RcF
llt

Gist rf Par.agr.aph/ Review
ln the speciat Ctcte- Offi
Kottays.dt, it wa6 noticed that
whilc fnalizing lhe assessmcnt
of M/s.Pl,antation Corporarion
for the yeq.r 02-03 t}Ie sales
turnover of Oil pal_ai Kernets for
R8.59,28 la.kh was aseessed to
tat @ 4Vo insEad of. @ 8yo
which rcsulted io short levl, of
tax ofRs.2-73 lekh I

IV {a) Doeg
wittr t
irrclqc

br Dcp€-dert agree

'C 
facG s'rd ngures

:d io tbc paraEsDh?
Yes

(b)
It not
of dis

frcaae indicate areas
.greenrent and slso
coples of lclevant

Lcnte in supporrdocut
(a) Docs t

wirh U

tc Departeent agree
c Audit conclusiods?

tb) lf not, ,lcasc iddicatc spcci0c
tdi64gr€cE nt vrith
I tor disagrecmcnt and
lrcIl copicA of rclevant
nts wh_er€ ncctssafy

395/2010.
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- R.emedlal aciiotr takca

{a}

lFprovenent i'r 3ys1€m
arld proccdur:es,
including internal
contiols.

The oriAiDt'j nsseiismcni lbr rhe ycat 2oo2-U3 was

coDrplctcd on 2d.3.2OO7 assessiag lhc srles turBover o{

Oil Pa.lm li€rllls for Rs.59,27,984/- @ 4olo treatjng it as

1)il seeds' as pet entry No l in th€ s€cond schedule to

KGST Act 1963- As pe! Accountar! Gd€tal's
obse'vdoo! 'h€ 

salc6 of Oil PalE lGrnets coqre uDder
qtrl 17? oi fust sc.hcdule: the turnwct rc be taxcd

@8%. lD thc cilcumstancos, t}le aasessmcnt qras

revised u/s 19 vide ords dtd 16.lO.2O09 a'rd shon r€W

duc to ditrcrcntial .ate of tax Rs.2,72,688/- .was
deEAnded. Th€ asstss;e paid ttre allouIlt aloDg qdth

i!rteresr vide chalan No.9 d1d.24.3.2O1O.

(b) Recovcry of
overpaFnent pomtatl
out by alrdit

(c,
Recovery oi ulder
asscsslrclri, shor! lew
or othcr dues

(d)

Modiication ia the
$c.he4cs and PlograrBmcs
itcluding fDancnxg

(e)

scbEdc/Project in the
ligbt of Endisgs oI ssmplc
chcck by Audit flrdings of
sample chcck.by Audit
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. Actlon taken Notes on C& AG's Rooorts

I (8) Departnent COMMERCIAL TAXES

(b) Subi.cuf rue o{ ths Reviaw
Parag.aph

Shon bvy duo to tutnqrer €scating
aaaasstn€nt

(c) PaEgraph No. 2.12.1.5

(d) Retgrt Nq. and Year C& AG reoon ended 31.3.'10

tl (e) Dats of r€c€lpt of lh. D|aft
Pa.a/Revisw in tie Departnent

25.5.20'10

(b) Dsls of D€padmenl's Reply 2.a20to

l Gist st ParagrqphRevi€$/
tu8.Elsctro Sb6l Casting Ltd.,
Thiruvanantiawtam an a$t€s€€e

'nho is engaood in thg execution of
Japen BgI|k ior IntamatiqEl Go-
operdtirn (JBIC) a33i61ed waler
suppv schdn€ tor. Kerala Wabr
Au0Drity (l(WA) opbd for
compounding and Paid tax on
Rs.15.33 cto{e br 2007-(}'8. tlh€
Accountant Ger|€ral c.oss vgrificd t l{'
paymsnb mEde to the s$€asss wi0r
the r€cords.ot JBIC availabb wntr
K\ lA and noliced lhat thc .sr..Bcs
was paid Fts.17.12 cro.e. Tha
disq€pancy In tumove. was not
d€tecG;, by the 66sosshg authoriv
wh'x*r l€sulted in short lew of tax and
interdt ot Rs.8.60 lakh. -
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(a) Doss th€ Depatumnt agrs6 wiir
the fad8 and fgur€6 irljrd€d in
the paragraph?

No

(b) lf not Plgase indicate ar€as ot
dbagreom€ni and also attach
coples ot rBbvs|* docqments h
SUppon

The amounl paid by lho ass€$€a is
6a damages and oot towardB thg
valug ot goods transferEd in ihe
courge 0f erecution ol lhg contract
Ths assssaee have rGc€ivad cutact
amount qf Rs.1,8€,61,940/- against
RAB 01 in May 2007 and ehown this
arnoqnt in lhe first quarbdy .et!m
filed for th6 fnancial year 2007-08,
8ut K.rrla Water Autho.iv has
shown thia payment on 30.3.2007 i.e.

in th€ yeaf 200&07 In thoit books of
account. On w.ificauon ofq9counls il
is clear thal lhe contracl arflount
above rn€ndon€d can ba accounted
as the cgnhaci amount .gcgiv€d
during the fnencial yea. 2(X)7-08.

(a) Does lh€ OepartrEnt agGg with
ttrg AJdil condulioris?

(b) lf not plsaBe indicab spocific
aEa, ot disagl€omenl uritl
reasorE br dllagrss0rer( ard abo
alta€i cobe ot rglovant
docurn€nt8 wtteae rFoe3sary
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Vl Rem.dlat acdon tak€n

(a)
lmpaovqnent in aystem
and plo€dures, lrtduding
int€mal contfob.

@
the KVAT Ad 2003 r/€ra i6au€d lo ihe asr€s.€6
propos€d io aasoas he tumovcr eEcaped. Drtailr of
amount dldbqrEed to M/s.El6ctro Stscl Cadin$ Ld, fo.
tho..year 2007-08 by (a.ala Watcr Aulhority vrer€
examinsd and cfogs vsrifi€rl lhe payrnenb madg to the
assessgg wiih thd reco.ds ot JBIC. Th€ 69s€ssr9€ is
e)Gcuting contract woaks as per the leter dated
25.3.2010 stabd that it b a contra€i wlth Kerala Water
Authodly ior th6 .xsdrlion of KWS project with tinancial
essiatancs trom JBIC now dall€d JICA having the
cont'ac{ vslue Rg.I,O4,15,OO,(X)U- Tho tar is paid
under th6 compound scheltF which i8 deductod by KWA
tor €ve,y'pgyrlr€rd trom the party and remi0ed lhis
amoud by Yray of tar
In ordsr io find otd the lotalposl of imp{ementation of this
proied KWA k incltrding th€ payment8 tumiehed by lhern
for the danragor/cAmgq0ggtions lo iha Goyorrunent
dspartm€ntslorganizallons in this projgd account for the
sccouoliltl purpo€gs. Jhs amour|t pak, by tt|g 996688€9
iD tor dmages and not towadg th€ value ot goods

taansf€n€d in th€ coursg of excculign of the conlrac-t.
The a€s6s€€ haw recgiv€d cont|ad amount of
Rs.1,86,81,S4(y- against RAB 01 in Msy 2007 and
8lrcwn thb amodnt in th€ frsl quartrerly rstum fl€d fot the
tuanclal y€ar 20074E. But l<9lala Wsbr,Aulhority has
ehovn thb p.ytngnt on 30.3.2007 i... in thd yo€r 2qrs
07 in thlk boolc of acoosnt On verificatldr of accgunb ft
i6 cleaa that the @nlract amount abovg 

'lr€Iltig|led 
can

b€ .ccosntod .9 the cgofact anount ,€csivod dudng t|e
flnancial Fer 2007{8.

(b) R€cotqy ot orrepayrn6nt
poinbd out by audit
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(c)
Reco\rely ol uncler

asseggmenl short levy or
olher alues

(d)
llodificalbn in tfie
sciemes and ptogEmmes
including fi nancing Pattem

(e) Revievi, of simllar
cases/conPbte
8ch€me/projecl in the light
ol findings oi sarnpb
check by Audit findings ol
samplg dFck by Aldit
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Actlon taken Not6s on C& AG's Reoorts

(e) D€partment COMMERCAT TAXES

(b) SubigqyTitl€ of the Review
Parag.aph

Sho.t lovy du. to tumover sscaping
agseaar|3nt.

(c) Pa.agraph No. 2.12.1.6

(d) ReDort No. and Ye€r C& AG repon ended 3l .3.10

tl (a) Date of Ec€ipt of tfie Drsfl
Para,/R€vbvv in the D€par8nsnt

23.4.2010

(b) Dab ot Dca€ftn€nts Roply 30.6.2011

ltl Giet ot Psragraph/Revkiw
Ws.tlaze€. Electioals, Kazhakoottam

a dqalor asseas€d tax !o( t'le Year

2008 07 gn a conc€d€d trmovgr ol
Rs.1.g0 crol€ aa P€r the aonual

.etin. Hotwvet. go s€tu{ny ot lhe

a63qa€m€nt {ecords ths audlted

accour& of th€ ass€ss€g r"vgaled a

tumov€t ot Rs.2.tl qPre. Thb
mistakg was not datoctod bY lhs AA

whldt r€€ulbd in thort l€vy ot tax arxt

int6rlst ot Rs.3.36 lgkh.

(a) Do€s lha Depqrttnent agr€e with
iha fads and figur€6 indud in

the pa.agrsph?
No



272

ffil€a3e indicab aieas ot
disag€€ment and abo attach
coirbs of rclsvant docurnents in
9uppon

The assessee produced all vouchets

and bills tegatding tie claim of labour.

Verification tswaled, the sanF is in

tune with th€ rovis€d audited

statement.

(a) Do€s lhc Departn€d agr€e with

tho Aud[ corcluriois?
(b) lf not pl€a8r inCiosle epocifc

argag of dbagrc€rnsnt with
rsaso{r fo( disagte€attcnt atrd also
atiach copi€s of fgl€Yant
doq.msots v{tFrs rEco3sary
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Ramodhl rqtioil Lkpn

(a)
lmplo\rerr€'|t in lystefil
and pr0csdur6s, hcluding
irtemsl contola.

The reviscd sss€ssrnant in r€6p€ct of Mra.Nazsst

Elei:ticsb, gangetg.o lyae cornplclt6d on 5.1t-2009 firjng
a total tax€ble coflbact r€c€ipt of Rs.1,85,03,298,/- s8
agEinst the coocedrd tsxsbb contnrct Fccipt
RE.f ,66,60,26&- Tsx and inb|€st additionalt .tedlted h
thir case b RE.2.41.634/- and R3.82,156r- ruspcctivrly.
Ths a$€$se has r€mitt€d thg amount urdar 919b8t a8

tbr .hahn No.58O detrd 30i122009 and fl€d appral
ageir|st th€ lgvbsd s6!6g|n€d od.r bsfoE thg Osputy

Comm'rssioner (App€ab), ThiruwnanthaPuram.

Ths main conbnlion rai8gd by th€ a899s99. b6|9 thq
appelhte auhoriay b th.t !€ asa€ssifti aufiodly he! not
consldssd thgir conbdion t€gardirE thc cirqumEbncel
lead to thqn by filing Bvispd audlbd ltabment along

with revissd retum tor ihs yea,, Ths dsim d tho
alssds* b lhd they Mw mha€d io edd csrtrEin labout
'wucire's' 

In thalr sccounb Elnco tie s.Ir|r v€s l9i in

ltieir rrc,k sitq. Th€€6 facb ty€rg rrpoftd by fE
a!aa3!€e through tFir trply !o tha pt}assa€€rned
ho$ce. But are€sshg authotity rei€ctsd ths daim end
finaliz€d b83€d on odginel sudit€d stat€mant

The ApFslffi authoiys dir€dion in lhit 6re ts b
producs the gniite laDor.youd|€r8 and oO|€. chaEEE
boio€ ths sEscsging authority. Accodlngly notica was
iaeued t !fi€ atr€!!6 dirgcting lo prpduc. his accounts
es por notica datEd 9.1t2010. Th. artossF Produced
all vourtErs 8rd blls r€gEding th€ daim of laboor.

Verificetion rsveat€d. lh€ stme b in tJrE wih ttp t6vi5€d

audibd sbtemonl tbn€8 tt|e dalm b admi&.d.

In ti6 ci.wmEtarices rt*cd gbow, n i9 iftb|tt|€d lh.[
fic'3 b no bs! of rBv€nue hloht€d in tfti6 ca8e.

39V2016.
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(b)
Recovery ot overpayment
pointed out by audit

(c)
Recovery ol under
aasgssm€nt, short levy or
other duss

(d)
Modlficaton in lhe
bct!€mes and prog|amme€
including imndng pqteri

(e) Rdview ol Elmilgr
casea/compl€te
sch€|nsrpr(*d in be light
ot findirE8 of s.lnple
check by Audit fndings of
5ampb dr€d( by Ardit

'il,1'31:::lt':::
",'il""'t:':t;'t:ill:''.'
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Acilon t ksn Notes on c& AG'3 Roooris

(a) Ospartrneat COMMERCIAL TMES

(b) Subiec{T-rtlc df th6 Reyiow
Pa.agreph

Short l€vy due b incpmct o(€mdtoo

P.Egraph N0. 2.'t2.2.8
Ramn No. and Y6ar CE AG rsport .nd€d 31.3.t0

tl (8) Dai" af r€caFt ot u€ Dlan
PErgncvi.rw in the Deoaftn€nt

0.42010

(b) h d Depalfl|€flts R€plY 24.52010

l Gist d Parggraph/Revisr,Y
9ri.S.ThadG Engin€€ting Confador
an alaaa!€g €t|gEggd in wori(!
contact tor lhc ysr 200&07, avaited

sxempfpn ot R8.t.52 cror€ to,\ard8
labour and dh€r chaE€8 agahlt an
oligibb qcmption ot R!.1.25 ctofe.
ThiE rasultld in Elprt lcvy ol tax and
htgrEt ot Rs.4.20 Lths.

v (a) DoeS the O6pafinent agrE with
ths lact! and figures includ€d in
the pafegraph?

Yc!

(b) f rlol, Pbq8e irdhab arlas ot
diEggrE€ment and abo atedt
copies of rgbv€r* do.urrtr h
sr,tgpod

(a) Do€€ ttrs Oepartmgnl a9rs9 wnh
th6 A.rdit conclu8lrnr?

(b) lt r|a( pl€dre indbab sp€cinc
ar€ds d di8agrremgnt wi0r
r"ason3 for dhagrgqt|fft €!|d algo
attacrr coplss of r€lovanl
doqJmenb wher€ n9cogaary
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Romgdlal action t kon

(a)
lmprovem€nt in sygtem
and proc€dures, including
intemal conhols.

The Assessmenl in resDect of Sri.S.Thaniu3
Engineering Contrac'tor, Tuticorin for the yeat 20ff1-07
ha.s b€en comoleted ds 25 ol the KVAT Act 2003
creating an additional demand of Rs.4.88 lEkh with
intersst and; seryed on him- Ths contracto. ha3

r€quested to adj$t thE additional d€mand for 2006-07
wih the excess tax paid ot R9.6,34,069/- during tho
ass€ssnreni year 2008-09 and also tomitled the balanc€
amount ot Rs.5890/- vide chalan No.132 dated 7.1.2009.
Thug lhe cofit,Eqiot has r€mittsd tho total amount with
inlerest as pointed out in lhe audit that is Rs.6,39i959/-.

(b) Recovery ol ovopayrnent
poinH out by Eudit

(c)
Recowry of under
asreslrnont, shod lew or
other dues

(d)
Modncaton in the
scnemea ano prcgrammea

includins fr|ansins pEtiem

(e) R€vat{ ot llmilar
ceaesr@molel9
3cheme/proi:c{ in tlre light
of findings of sample
cfied( by Audit fiding6 ol
sanlple ch€ck byAudit

r{

1ti . 3r, r rli !-Al

Airl,iiiil ll Sir:i(:!xi Y'

i iriij.i ii: i;:r i i i! ij r,:.

6r,i.:;c':i,:lrr,:,i
Thrtu!!tralrihsPuram
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Actlon taken Notes on C& AG's R€oorts

(a) Dopatn€nt COMMERCIAL TA)(ES
\.

(b) Sut i€ctlTito oflhs Rsvinw
Paragraph

Appllcatloo gf incon9d rat6 of t x

(c) Par raph.No. 2.12.34

(d) Rspoi No. ard Y€ar C& AG l€9ort endod 31.3.10
ll (a) D9i9 gf racsipi ot th€ Draft

Para/Reuqr In lhB D€Dartrngnt
23-1-2lJ't0

(b) tlato of Dcpaftnsnfs R€oty

l Gbt ot PaEgreph/Revisrt
!r/8.Bsn8on Msdicdi Equipmqob
lndia hi. Ltd. an agsgssoe wt|o
ox€cubd th€ rvo*8 contact d
luppt and instalatjon of m€dical gae

Eystrm with voccum plsnt and
sudion unit with .€gulabr in verious
hoEpilalg, incglr.c y as9€sgsd bx at
th€ aompounded rab of tow per ced
on lhe groqs confact recaiFb of
Rs.39,e,186/- ior th. l,esr 200&07
instBsd .qf qssq€sirE ths contrad
r€ceipl at th€ rats of 12.5 per cer{
Bfter d€duding fii.sn pot cr.
blveds bbo(l, and othcr chal!€!.
Thb resutt d In th6tt levy of tax .nd
intat!6i of Rs.3.25 lskh.

(e) Do€s th€ D6psdneflt agrle with
the facls and figurg3 Included in

tie paresreph?
Y9s
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(DI
'[-ilo{' PEairitinaicab atEas ot
dbggr€arisr* and al8o sttactl

coPi8 of rslevant dgqrm€ob in

6upport

(a) Dogs thg D€pattnent agrse wifi
the AJdit conduEione?

(b) lf not, pl€a!! indicab EPaci[c
areas of dbagrcd|€nt srfih

reasont ior di8agte€mE |t and alEo

stbcticggLs of |lLvant
do(rrflrnb whdr nac€€8ary
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Vl Remedial iction taken

(aj
lmpr9vement in 6ystiem
and pJocsdures, including
internal controls.

The assassment an rc€pecl of M/s.Eenson Msdical
Equipments lndia (P) Ltd. ior lhe year 0t06 8nd 0&07
wsfe r€viaed creating an additional demand with interest
as under.

The €ntlre amount is remitt€d as 9er DD dt.6.4.2010
(Chalan No.2E7,/17.4.1 0).

(b) Recove{y of overpayrnont
poinbd out by audlt

(c)
Recovery of undgr
asseriment, lhod lely ot
olher cloe6

(d)
Modification in the
schemes and paogramm€s
including tiirancing Drttam

.(6) Eavbw ot similar
caseS/conpl€ts
scnemeJprirci in the ligbt
ot turdlnge of sample
check by Audii findings of
sample clleck by Audit
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Action tak n Notet gn c& A9'3 R€Dotl8

I (a) Depaftnent COMMERCIAL TA)GS

(b) Sub.l€6{Tttlo d th6 R.vt:ew
Psrroraph

Incorscl coflputrtign ot prBaumpiiw

tax

(c) Peragrsph No. 2.12.18

(d) Repori l,lo, lnd Yeat c& AG l€pod €nd€d 31,3.10

tl (a) Dsb of E€.i9t of U|o Drsft
PaEiRaview bt the D€pa]tnent

6.if.2010

(b) D# of Degaftrrnts R€9ly 26.6.2010

Il Gilt of Paragraph/Rwier,Y
A d€rb. Mrs.subasn Fstrll Ho|$e,
Thirumal6 (28 Citsb, Triv.rdrum)
imgule.ity pei, ptsrumptlt r tax ior
thr ondrc ssle. tumo,re. ol Pr..n 20
hl(t| for ths y€8r 200S07 in€iead d
psyhg pl€sundn. tsx fo( t|e
tumovsr up b Rr.50 bltl and d ille
sp€cifi€d tste for lig bglancs

tumo!€r of R!.27.20 lNl . This

reauh€d in shod bW ol trx of
Rs.4,45 lekh.

IV (a) Do€s th€ Dspafinent egr.e wlth

lr|c fu.tr and igutes irduded in
ths pamraph?

Ye€
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(b) .lt not, P. leas€ indicate areaE ot
di9agG€m€.{ and also attadl
copies of r€levant dgcumEnb in
sUppon

(a) Do96 tlte Dcpirtun€nt agr€€ ttith
th6 Aidit co.Elusilns?

(b) ll nol pba!€ indicste spedfi€
areEs ot digagreemarf wllh
rlAIOns ror dila9r6em9nt aod also
sttadr copiaB of .sl6vrni
dgc|.[nontl n l|ele necessary

4

39t20r6.
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Romodial rction trksn

(a)
lmprovemont in syat8m
and pro€edures, induding
intemal confols.

Thc daEler i.roguleity paid prEsumdNg tar for tha €ntire
tumover inabad of p6in0 p.olumptiv! tax lor th6 tumovar
upto Rs.50 l€khs and the specilied rat6 tor the balan€o
lumovar. A! tha Eef assa!8rlern madc by th€ deele. wls
irFgular tha alre8ring autlDrity had rBvbod lhe Br[
a8aaasmer made by tl€ dcalor for thg y.af 200€-07 end
dor|ardld an amoud of Ra.44520d- bmrd! tgx srd
R!.124886/- towards intor.8t aa p€r ord€l .[d.22.8.2O09. Th6
d..l€. p.ld Rs.94976/. ind elso pr.fer.ed appeal against lh€
rgvb€d e3aassm6nt ordaa and in appcil tE appethie
at thorily vid. his KVATA No. 13709 dtd.19.10.2009 dtectd
ihe eraaasing autho.ity to verity tha .ccounb ahd srcstaln
lhc volumc ot goods undd a%, 12.5% end 20% ard ersass at
lha apgropriate rats OMng eligiblg input tex oredil trom
22.1.0? oiwantB. AcEordingly, tho a38€9ainC alihority haa
verifad th6 accounb and modified lh€ sllagsm€Bt c6Ettlo
an .cldltion.l ta( .n l int rlSt .t R8.s9{t3,u- which hs. b€cn
coll€cild vide ctt hn No8.538 dtd.1.l-2010 .nd 47
dtd.13.1 .20't 0,

(b) Raco\6ry cl ovcrEaymenl
pdnt€d out by audn

(c)
Ftaco9ary ol und6t
ala€{mGnt, lhort lavy or
othof duo3 \

(d)
Modmoebn in tllC scllemoa
aod palgrarwrl.! irdudirE
fnmdrB psfcln

(e) 'f(.vraw ol llmflar
9a!8arooand€b
!.ltem6r'p.liocl in tl|. lighl ot
findi.Ar ot a.I'|pb ctrd( by
Ardit findinC. of rahde
dr€ck by Audit

'(Lo'
l;!.11\:1iL.i.At

A.trit:olxii :iecrc:rrt,
Trxes 0s;ii,ri,)re.l,
Govi, Secf!lariat

Ih;r!vaDanlhap,rra|rr.
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Acdon taksn Notes on C& AG'3 Raports

{e) Drpartngnt COMMERCIAL TA"\ES

(b) SubiedTitle of th€ Rcvisw
Parasnph

Short lrvy ot Lrmrry T.x

(c) P8ragraph No. 7.11

(dl RsDo No. and Yoat cq AG tE9ort.rd6d 31,3.10

tl (a) D8b of rgceipt of th€ Orafr
Psrs/RovlqrY in th€ Depadmant

o) Dde of Dsp€rtnanf! Rcply 1E.0.10

t GH ot FaragraphrR.v'Fu
In. Comm.fcjsl Te( Olfcc Gnl
ThiruvrnanthepuEm h ltardr 2009,
It vr.s nodcod that wh0e lLtalizho ttc
as!€€!|n6fib d an eE!€€ M/lJd
crsen Covr R€8o{ Kov.lam
€ngagsd h hobl b!sh6! tor |tt9
y.!r 2004{F and 2ffi, t|c
as!€s.[tg sutlEdv hil€d b induda
th€ hcqne €lding to ior€ign
€xchange giin mounting lo
Rr.4,1.68 HO durhg f|c F8r 2O0+
05 and drlr sa(vlo. income and
sccomrfFddon dlaD€g lnluad .t
R!;3{::n btll tur $€ yoars 20(X-05
and 2005.06 in lhe io(aH€ tu r|ovet
Thb rllulbd h rhod bvy d tix d
Re.l1.5t bkh.
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(a) Doo8 the D€padntnt agf€a tYitr
fiflaiairrnd fe'u{Bs inddcd In

lha paEsra9h?

o) It nol" Plea8q itdEdd.raat d
disagFom€nl 8rd 8bo atbctl
copl.E of ralevanl doq,menb in
suppod

(a) Do.slhe Depi nant.gros with
$6 Adlt condusionr?

o) f not plraEe lndicab 8p€cmc
alEa3 d dbag.€bmait with
Isaro{|a iof disagaegm6nt and al80
attrdr copias of rehYdnt
dodrllca s whafg n€Ga8sary
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-- - - eatttiilld .cdon trk3r|

lmp|Dwrnfft h tyrHn
and Focrdures, Including
lntgmal cantrqb.

r€ry'rs fid ari.nlth. provldad !o th! gucrt har mt bcon
conrld.rlg for LW ot Lle.ry T|I"

l,ForllgnExch||Epgah Rt.4467'g(y-

200446

2,Oth!r a€Moa lnooim

2004{5

Shod hdy of R..g?0100r-

R,1071Gl2/-

Shod l.vy ot R.,1m655r-

Ooiorrtnontt!! lncorns R ,$e172!. .

Short lrry ot R..2380264

l EO€5$fZtEEiF4€ea8l

3.8{qud .rd cortf.Eoc. tldl
Aoco.riod.ton200q)o Rl.8@211/-

. €lto.i l€vf tu.80921/-

Bar.d oo tha .rrdlt ot odion lhc boob of .c.or{r frr ttr
y..r 2ql+05 ltd Zt00+.06 nt! rerh c.[.d bf, &n th.
ar.d|.. dld not FodrE tha aflna. . Thqdo,t tE
aL..rr|||t to. lha y..r 200145 .rd 200ff}E ar.t ..vir.d
on .rpsb u,rdcr..doo 9(5) of tE |.i.nl. Ts orr lr,6rrla.
A.f, f CtO c|ltlc t€ loforhg addltqt l (b. .t|ftd.

2004.{15 :Rs.83082,1(670169+16655)

2005-OO : k.3o@08 (,xl88r6+E09:ll+.40i|E1)

Tho additomldct||||li q"abd vrare advis€d ft. RR 8!
prr RRC Numbs 332qr$10 d1d.17.6.2000.

Th6 Esssra h93 lamltbd tE followitg lr|o|I|t aa
dstalLd bab[.

amou1|l
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(b) Recovoay ol overpayment
poinGd out bY audit

(c)
R€cowry of urd6t
assseamgnl Ehort bw or
olhet du€6

(d)
Modlfication In itle
sdl€rno! ar|d pEgramrngg

indudinO fmancing pstbtn '

(e) Revi€w of almilar
cascs/co.r9loie
rdcme/pdact in Ol9 lighl
of f,nding! ot 8amplr
ch€ck by Audlt findims of
tgnph cft€ct 9ytudli

SPtcu"
'tllil';{il:fi'--

, *",,'.l"l,Liii;i i lli;',,



287

Actiop tahe!. i,lote$ on C&. AG'g Ret ort6.

{a} DepartEent COMMDRCIAL TAXES

Ib) Subject/Tide of thr Reeicw
Paragrapb

Short levy due lo ineo(ect
cxemptlon.

,h No. 2.t2.2.3
(d) Rcport No. and Ycat C& AG reDort ended 31.3.20fO

II (a) Dat. 0f rcccipt of thc Drail
Pdra/Rcvicw ilt t}| DspartEeat

23.6.201O

Date of Dopart&ont's Reply r,3.1 I
u WhiL scrutiny of records in two

olfrccs fout a.sacssccs swardcd
sub:contracts vslued at R8.

267.22 '.tore and claimcd
ererirption bl.the saroe. Ttrc
cxcmption clsimcd is not
allowablc as t,|c Uabilib' u/s l0
has not bcen fulftlled. The
asscasing autlFrfti' did not
ietcct this mistake vhicb
rcsuhed in short lew of t€t and
intircs! ofRs. 32.74 ctot€.

ry {+, Doca tbc Dcpartecnt aglac
with thc fscta and fiaures
includcd in thc psragraph?

3 cascs not sustainablc
partially collect in orc case.

(b)

lf not, Plcase indicstc erca6 of
dbagrceEcot and also. attach
copiea of rclevart docu&eats in
support

Dbtailed rcport fuiBishcd rn
columr IV(a)

(11 Doca the D€partaant agrcc
with thc Audrt conclusions?

(b) Ifnot, plcase indicate Bpccifrc '

€rcas ot disagrccaslt with
rcaEoas for diragrccpcnt aad
a:l8o attach €6piee of lclcvant
documcnts wtlcr! ncccsaaay
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Vt RerD.edial e.ctlos ta!.eD

la,

lmprov€ment in
6,y6tcm snd '
procedureS,
including
iniernal
coitrols.

(ll !4/s. IvRqL hkastructurc and Fro)ects Lrg. 
]

M/a. NRCL. Ltd. i6 a pirblic Ltd., comPanv cngeged itl the
construction busincsG. Thc auaht objectiorr i3 tha!, coorpany
.!''ihcd 6ub-co'ntiact paluent for th€ y€at 2005'06 to 2008_09.
Thc exdnption claiEed is not ellowable aE th. liability undcr secdon
lO has oot bcen ful6Ued.

Ttrc audit objcctidr is llot sustainable TtE sub €outract
payocnts are supported by contact aglecment and oth€! d.tail8.

l) SMS Patyavaran Ltd.
2l E[tccEst\sni Buildds lndis Pv't..Ltd., lbDnur.
3l ' BESL tnfra Proiect Ltd

Thc paymdrts ale effectcd through cheque and 'IDs ha6 bcen
dcduct€d on thc payEcnts, for whicb non-dcduction ccttificate was
not prodqccd. lD rcspcct of Bhccmanani Buildcts, the coaPeny
have dcductcd TDS ol R€,.4,45,939/- under sectioo l0 of KVAT Acl
ldurinA 2006-07) and samc hai becn leejttcd $/ith t}|€ Coloocrcial
Tex O6cer et KaEur. M/s. BESL llna Projcct fumishcd ForD 20.
E Foro asscssing eutlbrity for uon-dcduction of tsx and ForD 20 lL
Hcnc€ tl}e sub-contractols tumovcr is allowable deduction in ilLis
ca€c. Tha audit objccuon is against the liabiuty u/e !o. lt i8

-agri.n6t facts of thc casc. Accotding to lhc cla.rilicalron of thc
CordEissioncr of coEDctcial Taxls, if tlle dub-Conttactot i6 a
$gistcrcd dcalcr under KVAT Act snd funxshcs 20 H to the
I,ri.Dcipal Cont ctot, such turnowcr can bc alcduct€d ftoF thc
priDcipel contractors turnovcr irrcsPcctiv€ of tttc fact thal wbethct
thc sub-certr:aotor is a coBpouldcd dea.lcr ot a regular tax paJrcr.

t2l
fhe agrcchcnt of L€ightoa ContractoE India Ltd, witb M/3.

Iiochi Refincrics L,td. b of labour in natut. Thc Datatial3 for thc
wgrk havc bccn Bupplied by tha Kochi Rcfincrics Ltd. tcc of cost. A
sroall portion of Lrrc c,onttact is supply of sooe 3Fqiel Datcrieb.
Labour-bding thc do@inant tactm t}tc assessce coDpany is cligiblc
for all thc .xperrsca bavinS rbc chiuectricisc of labour. . suPPly of
Eatcrial ilcidcntat to Orc labour arc co{rsuEeble, Jjk€ wclding Rod,
ga. ctc.]sorDc Datcrials have supplicd by thc awatdcr for wtdch thay
havc rclEittcd tax of sbout Rs. 119126/_ Thc audit obscrvation i3
ba3cd on Form 13 A. In thc wotk conlract part of thc FotB 13 A it
is Epccincsly ictrtidrcd that all thc contract work bpstdcd ate
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.. 
_ . -ll ,!: case of a6s€ssmc4r fo! ..hc year 2005-06 to 2OOZ-08,

M/6. lnfre Housing lP) Ltd, had €ficcrcd paymcnt ro sub-conrtacrors
a.ad tlrc aub-contracrors tumover' not cxcluded from ta,(able
tuinovcr for thc resp€ctive y.ar3. Ttr€ asscssce had claioed ontv
amount of VAT charged in thc sub-contracrors rnvorce who ar;
rcAsterccl deelers. Thc coopany had foltol^,€d rbc method oI
c.laltlung rnput t€ri crcdit on tll€ basis of irvoice .ubmirrcd by rhc
aub-contractors againsr the peylosrt cffccted. Since thcae paylent
werc.ao! cxcludcd, the quesrioir of providing form 2oti is nor
Pai9el9ry rn thi8 case. hpur tax. a.lsiaed only on the basis of
mvorc€ rasucd by llle Fgisr€rcd cobtractors, who halc included thc
turnovcr in tlrc reBpectivc rettrrns, In so4e cases, 1})e gub-coatract
eorka i3 purely labour contracts. Tbc assess$cnt for 2005-06 and
2OO7-O8 is- coEF.tcd wirhout git/rna .exeEpDon on sub cont acralaount, trput taJl cr€aur wa6 allowcd on legistcred cootracaorgregsrcreo conEacaorS
invoicc. Tlris is inore bcn.Iicisl to tllc rcvcnuc trrlcn corrDarcct to
toral cxcmptioD or subcoitract sa€in6! 2OH. tn work coniract tax
Pqrrtrcnt can bc tlEc. typcs. Voluatsry payEenr by rhe conFacror,
collccuoD_ . and pa)|m.t't, dcducrion and palmeni byawelder/kitrcipd coouacror. TDS deductron in this case wouti
tantr.Eourt to double taxstion.

I M/6. lorloakar Brpth€rs Ltd is an ass€ssee oq the ,olls of the
Aaiiaterr 

-C!,EEissioncr, Speciat Circle .Il, Ema]ulam ]vith TIN
32O7O3 36281 is eDgag.d in thc busincss of Monoblock puops,
Motors , ctc. atld is doing.Works Contrdct

During th€ pedod 2009- 10, thc Accoust cenc!.st Audit obs.r.,/ed
thet, the als€s3ce awarded subcontracts a,nd claiecd cxcmption
for'thc sarn.. 'Ibe ciaio of cxrpptiotr is nor ellowablc aincr rhc
liabilig u/s. lO has noi bccn fultrlled . which rcsulted shon tcw
of tax and inrcrc€t ofRs.l8.55 crorcs as dctailcd bclow.

in t}Ic ljght of audit ;bjcction, th€ accouats ot the atcalcr wrrc
cdlcd for and tcridcd which levcals tlrc tollo*ingr

li Thc compaly ws.s awaralcd thc contact ot JBIC Assistcd
KeBla watcr Supply Projecr - Coniract Packaac - l. Inrakc
Works, Raw Watcr PrrtDpirB Erain and watcr Tr.auncnr plant
Mccnad and Pattuvaru Sc;hcac 6!d Chcrthrla by thc l(ctita
Watcr Authority.undcr Aid tota iepe't: Intcmatiotral Baddng
Corporatidt.'

2) lt i& t! ooSoing

i,
I
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4) Thc Sub c6ra;oith"v" FcdE;ETiaG;6;:-
Cortsidlnng ell tbc poinb reised our iD thc audit, thc

eccountr of ihc dcrlcr was v6i6cd end the aElcsriE€nt har b.cD
cottrplctcd by thc.alccssiag autbodty vidc ord.r &tcd O4.Og.2OlO.
A.lditioul d.rrend of Rs.8,?3,246l- and int r!!t tts.2,09;Si9l- was
€icatcd, ffi which thc dealcr haa 6Ld anrcal bcfuc thc drgputy
Coruiirdoncr lAorfcets), &nakufsrb.

(b) Rccovcry of
ovcapa)rEcnt
!'ointcd out by :

audit

(c)
Rccovcry of
Undcr
aataaQmant,
rhort lcrry or
odlar dirc6

(d)
xodfactia|r iD
th. achcaa. and
Prog:aDsat
iDcludiDi
fnrldag estrita

(cl Rcvicw ot.ioiht
caicr/coglctc
.chcor/Fbjcct iD
th€ Ugbt of
6adi!t! of asEpic
cri.cL t6r Audit
Gndiags of r-l't.
c$c& by AUdit

.'j I'l-
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Acttor: tak€E Note8 on C& AG's Reports
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Raacdlal rctlo! trlcn

(F)
Imprcr,chcnt in systcB
aod proccdurco,
iDcludiry intsaal
cortroL.

1l V.P.SulhLat l2007-0al I

tn counlctcial Tax oftqcr {Wc), MalspPurae, tlrc |

Acrountarrt Gcncrsl haB troticcd tbat Shri.'l
v.P.sulfkar' Edavana, MalapP'llragl an alscgtcc 

I
h.ving CST rcgistration was PcrEitt d to pay 

I

compouldcd tax at the tatc of tcro pclccnt ,or thc 
I

ycar O7-O8 instcad of @ 4%. Ilris icsultcd in .hort 
I

l.vy of ter artd intcrclt of R3. 2.44 lakb. 
I

The asscasscot lor ibc ycar 07-08 ha8 bcctt 
I

coEpldtcd es Pcr ordcr dt. 11.11.09 as8cs.ing thc 
I

turnovcr @ 416. The bqlencc tlx duc for th9 yrar 
I

Re. 2,34,9?6/- ha! bcrn dcmtmdcd rith irltcrltt of 
I

Rs. ,{6,995/-. lhc cntitr 6rDoult 1r'.r paid by 't}t 
]

assca€cc vide chabD No. 373' dstcd l2'o3.lo af

Tar Oftclr (V/C & LTl, AlapPutha'
dr-ycar 2007{8 a CPffrO Cootractor

registratiotr sclf als€a8cd out Put tar
r€6ipt of Rs.l.33 ctorc at thc tat of

'of at 4%. Tltis rcbultcd io thort lGvy of

tii 4d thc asscsscc har rclrriEcd tar
R.-3,oa,285/ - vidd chala! no.234

iri;ca!.r to' rcalizc thc amou.t d]9' 
- 
b1!.:*

ffi.r'ro of,icct (wc), KotaYari\ it tr'
icd' if,.t thc otacsscc having csT rcgisFauon
ca'to pay'ta* at coopounacd rat! oJ 2% T:-rr{ootcd to Dav tax at coepoundcd ratl ol ztt utrEes

;ir'+x,o:i ritc conttact rcccipt of R..31441971'0o
tor.:!tr! r.qplc.8Dcnt ycat zoos-06 t!.ult'ttlg i! a-

;i.A.,byt, ; tai of Re.6.9a bldr- arad irtcrcd of

iiCs+" 
-lr,kh. The aeacssing authority iErucdRs.284 la,kh. The a6acsarlg aumontJ ElqEu

lioti* "le 25 (l) of thc KvAr Adt 2oqi and th'
Lbhl' -*"t tv ProcccdingP aatca
Ld.i.to."'flctrrald. noticc wa6 issucd to thc

rsi 6nd int;elt of F6.3.oE hr+.
fiascCl' on'''tfrc auiit ob*rvati,on, tha a4cssitlS
;Lih"ht / had iasurd Dotic€ dirccting to Pay rh;
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rcco\rery proceecinSs wcrc stayed bry the D€Puty
'CoElmissi,oner {Appeals), Kollarb tiu disposal of
apgcal o4 conditional payment of Rs.3 lakhs. Thc
as6cs6cc has remitted Rs,3 lakh as Per chalan
No.184/21.7- lo & r541237 10.

(b) Rccovery of
ov€rpaJ[nent pointcd
out by audit

tcl
Rccovery of undet
aseessrncnt, short IeUt
or othcr aucs

(d)
Modification .in thc
schemcs arld

Prograrnmes includinS
fi'tancin8 pettem

(el Rcvicw of €imilet
calea/ comPlctr
schcme/ prajc4t in thc
light of lindinga of
Eaeplc check by Audit
fiodings of parnplc
chcck bv Audit

f,m&t".4:1":i:l
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. Altlop take! Not€r or. C& AC,s Rcports

(a) Departnent COI{MERCIAL TAXES

(b) Subject/Titlc of thc Revicw
P6ragraph

Application of-urcorrcct rat€ of
tax, .

glqcraph No. 2.t2.7,t13)
Rcpon No. srd Ycar C&.{G rclort ended 31.3.2O1O

(4 Data of r.ccipi of thc Dreft
Pan/Rcvicw in thc DcpartDcoq

4.6.201O

Datc of DcFr{Dent'B Rapt L6.t.t2
I

Gi.t of Pars€raph/Rcaicit
h Spccial Circb-fl.Ernalo,lla8, it
rr'aa noticcd in Marcb 2009 tlet
turo daalcrs i,x ootor .rchiclcs
a.e.css€d dx on th. lalc of Eotd
vchlcl.3 to d{cncc pcr.dlcl
throrrgh Dilitrry caatccn end CSD
for RB.l.6t. ctotc dlriDa 200t06
end 2q)6-O7 at ball thc ratc ot
iax. Tbis rcsUltcd i|o short L.ry of
tax ard idrcrcrt oftrb.12.89 takh:

IV (al Doca thc Dcpartearli FSrEc
witl ilc facts 6nd fgucs
itrcludcd io. thc psaarapb?

Ycs

(b)

Ifoot, Pleelc indicatc ercas ot
diiagEcEcot a'rd also anacb
copica oftclevant docuElot! ir!
ruPlErt

(4 Dor! thc Dcpari4ot agrcc
with tic Audit cotrcluriods?

(b) [not, t'.el. iadicatc lpccific
alcas of dilsgr€eet a,ith
rcalooB for diaagtlcoiht gnd
allo attacb copi6 0f rdq.&t
dodrocnta x,trcra EcccSsartt
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Remcdlal actibn taLcavt

(al
lmprovement in systcm
and procedures,
including intcmal
controls.

ThG;'sta""iir' '.sp""t-4fu/s.McF 
Motois Ltd ' tor

tlc vcar 2005-06 uej afreaay Uc"r comPletrd lrqtitl8
r.ax 6) l2.5vo, for noE-Producuon of suPPoning
J"a.ri lott", on thc entitc tumovet cxccPt thc s6les

turnor'cr of used car6 whibh was lcvied @47o R'g3tdirg
rhc vear 2006-07 stcPs havc be€n t6ken to rcviae thc

""".""rio"tt 
,, / " 

2s b".cd on thc audi! objcctons
1n tDc carc of Muthoot Moto!6 Ltd, , ssscssacnt fot botb
tlc vcars 2oo5-06. and 2006_0T haven becn rcviGcd u/s
zS iewmr aifiet ntial rati of 6 25% ttx trr tbc salcs

t""'o.L 6i n".+u,ss,343 and Rs.5,s6.463 r6-Pcctivq
aDd Eadc good thc sbon lcvy Thc aascagcc haa Palo
th. tull tsx.

(bl Recovery of
ovcrpal.ment point d
out-by audit .

F)
Rccovery of under
asscasmcnt, short levy
or other duc6

(d)

Modification in ttre

.schcmca and
prograrrmcs including
fnarrcing pattcm

(cl RcYie{ of similr
cqs€6/ c6EPlete
schcme/ projcct in tlic
light ot fndings of
sample chcck b[r Audit
fndings.of samPlc
check by Audit
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Actlop taken Notes otr C& AG's Renorts

taJ Department COMMERC1AL TAXES

(b) SrrbjcctlTidc of the Review
Paragraph

Application of incgrlec! rate
tax.

OT

PEragaph No. 2.12.7.rl4l
Rcport No. and Ycar C&AG rcDort erdcd.3l .3.2010

It (a) Datc ofrcccipt oftrc Dreft
ParalRevicw 1o the DcDartEcnt

22.2.2010

tb) Datc of Dcpaitrncnt's Reply 30.12,lO
NI

Gist of Para€raph/Review
In th6 Cornma.cial Tar Wioer, 1'
Cird., Chengansssery it wE6 notic€d
lhst e doabr M/a. Sr4er Pigmcnts,
Changgm3srry, .nCagod in tr|e
rnerruLcturs and aal6a af lead orido.
aa6e86ed outpul t.t on lhr !al€!
fumover ot Led oxido Elutd at R6.
121.33 Lkh br ln. tb,rr 20OtS er|d
200€{7 at tll rde d to/,)t per cat
in8tc.d of et ihe con€cl rala of 12-5

?.. cad. Thi6 r€laslt€d h lhon l€vy ot
t x and Int6r.5t of Ra. 12:E7 lakh.

IV .{a) Does tlta D€psrtm.at agre€
with thc facts and fAurcs
iocluded in the paraaraph?

Yea

{b)

I'not, Plerac ioalicat€ sres8 of
disagr.ca.nt arrd also a!t!.cb
copico ofrclcvant docuiDrat6 ia

(a) Docs thc Dcpa!@srt ag!€€
with thc Audtt codclusioo3?

{b) L not, Plca* indicltc 3lreci6.
ar€as of dir{grccmcnt with
rcaaona fd disaglcuctrt aDd
al8o attac:h copics Ofrclcvant
docuEcDta wher€ Dcccessty

395/2016.
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\
Remed.ial action taken

I {a)

Improvemerit in systen
anal procedqres,
including iDternal
con[fots.

Based on auqlit tie assessi'ient for 2005-06 and
2006-07 cornplered as per order dtd.27.3.It. The
amount is pending collection under RR. Further,
the appeal filed by the dcaler irr rhis case is also
penCinB disposal.

(b) Recovery of
overpa)rment pointed
out by audit

(cJ
Recovery OI under
assessmentr short Iery
or other dues

id)

Modifrcation in rhe
schemes and
progranrmes including
financing patre.n
Review of similar
case s/ corDPlete
scheme/project m the
light of findings of
sample check by Audit
findings of Sample
check by Audit

-ffi
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Actlon taken Notes on C& AGfs Rcports

(aJ Depertment

(b) Subjcct/Title of th€ Rcview
Parsareph

App'lication of incolrcct ratc of
ISJC

lc, Paragraph No. 2.12.7.1151

Repon No. and Yea-r C&AG r€pon cnded 3l.3.2OfO
II (al Date of reccipt of the ttraft

Para/Rcoi€w iD thc Dcpartstcnt
4,6.20tO

Datc of Dcpar-tmcat's Reply
lII

Cist of Paragaph/ Reviea'

la Codmerosl ?sr Offc!!, Spectal
Circle-I, &nskulad, during thc
scrutiny ot asscs3Dcttt lccords in
rGpcct of M/lHciDz Iidia (q Ltd.
it wss notiitcd that a!€ess.c
crscsscd salci turnovc! of Nycil
pricLly hcat powdcr valucd at
R3-1.07 c{o!o Ior thc ycar 2005-06

@ 4./. i'rsr4ad of @ 12.5%. This
rcsultcd iE short lew of tax a'ld
intdc8t of Rs. 12.42 .lakh.

IV tal DocE tlrc Departqent agre€
vrith thc fsct! a4d figurcg
includcd i! lhc paraaraph?

Y€s

{b)

Ifaot, Plcaac indicatc arcss of
aliragrrcDcot snd also attach
copics of rclevait docuoenta ia
auDDort

(al Docs thc Dcparrmcdt sgrrc
s,ith thc Audii colrduaion8?

Ib) Ifaot, Plces€ iDdicatc spccilc
arca8 of dieagr€emcnt with
rcasons for disagrcclrcnt atrd
alBo attach copic8 of ralcvrnt
doqracnts wh€rc nccclaary



ReEeilla.t actloD trkca

IE
IrnprovemcDt in sysicm
a$d procedurcs,
mcludint intcroal
cotrhols,

'lhe asseasmcnr hgs been codplcled as per ordcr
dtd,3o.A.l0. Thc d€ater has fu|y paid thc balance
rax dae as follow6.

Tax Rs.11,25,654
lnterest Rs. 1,23,822

Vide cheque No,222787 e,2227aa dtd-I3.g.I!.

(b) Rccovery ol
overpal.mcnt pointed
out bJ. audit

tc,
Rccov€ry of under
assessaent, short levy
or othcr ducs

(d)
Modilic€.tion in t}te
schemes and
progranoca including
findncing patt m

(e) Rcview of aimib.r
ca66s/ complelc
scherne/ projecr in the
light of furdiirge of
BaJlplc check. W Audit
finditrgs of 3sit|ple
clrcck by Audit

.(LM

*ffld:l**:'
ll*i,:' *"'
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'.!

Aciio!. takeri. llote6 on C& AG'6 ReDorts

taJ Department COMMERCIAI. TAXES

(b, Subject/Title of the Revieq,
Paragraph

Applicadon ofincorrect rate of

Pa-ragraph No. 2.t2.7.1171
(, Report No. and Year C& iC r€port endcd 3l.3.2OlO

II taJ Date of reccip( of the Dralt
Pa.la/Reviaq. ir1 thc DepanEi€nr

4.5.2010

Date of Department's Reply 6,7.rO
III

Gist ol Pa.r'agraph / Review
During scruliny of records in
Commcrcial Tax Omcer, Chirtur
in August 2009 it was noticed
that M/ s.K.P-N.ProducIs,
Cbittur a dealcr asseBsed salcs
turoover of rDedicated tooth
powder for the years 2005-06 to
2OO7-O8 valued at Rs. 78.06
Iakh at thc rala of fiour per e t
instead oI at the correct rate of
12.5 per @nt. This rffi.rlted in
6hort lew of tax and intcrest of
Rs. A.90lakh.

IV laJ Docs the Dcpart$ent agrce
with the facts and igures
ircludcd in thc parasaph?

{!}
Itnot, Please i.dic€te a.rea.6 of
disageemen. aid also atlach
copies of r€levant documcnts in
aupport

(") Docs the D€partdcnt agrce
vjith the Audit conc.lBsions?

(!) lInot, plca* indicate sp€ciic
arcas of disagre€Erenl \r'ith
reasona for diaeSreemeni alad
also attach copies of rclevant
doculreots where neccssalry



V]

:102

Rerrledi;l action taken

U/s. l5 1l) ot the KVAT AcI aS p€r Older

No. 3209Oqboi'21/05-06, 06-0? and 07-o8 dated

20.02.20r0 snd .reated addidonal d€mand as belos

to t}|e assessec o! 18.03.2010 and the amount is
advised foi RR. An amourt of Rs 96000/- is rctoitted
under RR vrde chalar No.344/4.a lO GoveInment

tor th€ balance dnount vidc old€r

cammetcl l 'iax Oflicer,

Im?!o!emen! ur s}'steE

including inrcmal

:itf,s,":i:j:*l:

assessmetrt, shon l€r5' or

scheEes and program$es
indudiDs fllancrng

sch€me/project in th.
lighr ot findings of sample
chcck by Audt dndings of I
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Action ta&elr l{otes o& C& Ae,s Repoits

ta, Department COMMERCIAL TAXES

(b) Subject/Title of tbe Fievieq'
ParaS:aph

Application of incoFcct ratc of
tax,

Palagraph No. 2.12.7.r$O)
Report No. and Year . c& AG report endeC 31.3.2010

II (a) Datc otrcceipt ofthc Draft
Para/Rcvicw in the DcpsrteeD.t

4.5.201O

Datc of ocpartmenr,e Rcplf 21.8.1O
ul

Gist of Psragraph / Review
ln Commercial Tax Offrce, W
Circle, Ibzhikode duridg thc
year 2OO7-OB an ass€ssee M.
Jalfs, Ciq- Aluminium and
Fibre Doors self asscssed out
put tax on a salcs turnovcr of
sltminiutn/ptastic doors/it6
parts for Rs. 57.76 la.kh at tirc
ratc of four pcr ccnt instead of
at 12.5 pcr ccnt- This resultcd
in short lc\ry of !6x and intercst
oI x3. 5.69 ta&h-

ry {a) Doc6 lhc Dcpartmcd egrce
with thc lactE and fgures
iDclud€d in t}Ic psraarap[?

No

(b)

auPport

Ifnol Plcssc indicatc arcas of
disagrccmcot and also atrai$
copica of rclcvan!.documcn!€ irx

Thc, corirec! namc of comnrodity
pulchased and sold are PVC
prolile and aluminiurD channcl
instead of Aluminium doors
'which aftracts tax @ 406 dnly.

{a) Do€a thc Depaitocnt a8ir.
It,ith thc Audit colcluuiors?

(b) Itnot, plcaac indicate apccfic
arcaa of diaaSleemcdt with
rcasona for disagrc€rlaot and
dso altach copies ofrclevdnt
doc'um.nta where neccsiary
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Reuredlal aciios teten

tal

ImprolEm€Dt ltr systeDl

a,nd ploccdures,
ir|dudi'lg intcrnal

The corrcc: nanc of commodrty Pdrcnaseo ano

6old ate PVC Proflle and aluminium channcl
trstcad of Aluni-niud doors which attracts trx @

4olo only. The Coruoercial Tax OficeR has also

verified the books of account atrd conducted
Dhvsicat verifrcalron of thc goods dcalt at the
tuiiless place of rhe dcaler and conftrmed lhet the
commodity purchascd 9-I'e fibre doors and
alurninium charnel and Parts for making
aluminiu$ doors and 6old the saIne to thc
custoilrers and the customel6 ate making door on

their lequremcnts witb tbe'help of labourers'
Hence there is no lgss of revcnuc as statcd in the

(b)., Rccovcry of overpayEqnt
pointcd oul by audit

(cl
Rccovcry of un&r
asec$ment, sbon lcvy or
other alues

ldl
Modfication in thc
scbcEca and programm€s
includirg fllalcing
pett€rn

lcl Rcvicw of siEilar
casca/ complete
scherre/projcct in thE

light offndings of samPre

chcck by Audit fiadings of
ss.Eplc chcclr by Audit

I

'*i:,*lsgll:l:|:'
;:X'r*'*i*;
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Actlon taken Ilotes or C6L.p"G's Reportc

(al Department CC]AIMERCIAL TAXDS

(b) $ubject/ifide of ttre Rene\r'
Paragraph

Appiicaijon of incofiect rate of

(cl Paraglaph No. 2.1!.7.102)
(d) Report No. and Year C&AC reporr endid 3 i.3.20IO

II (a) Date oI receipt ol the Dralt
PEra/Rcvicw in tb. Deparrmcnr

r 5.5.?Ol0

(bl Date of Department's Reply 9.6.I0
III

Gist of Paragraph/ Review
In Commercial T$r Ofrce , II
Circle, Xozhikode during: the
years 2005-06, 2006-07 and
20O7-O8 M/s. Sola.r Marketing
System, Kozhikode a dcaler in
automobile glass and adhesive
tape seu assessed oulput tax on
a sa.les turnover of adhcsivc
tape for Rs. 56.27 lakh ar the
rate of four pcrcent instead of
at 12.5 par cent. Ihis resulted
in short tevy ot tax a.nd intercst
oI KS, 5,55 tgkn.

IV {e, Does the Depaftocnt ag'ce
*,itb the facrs End fi8ures
rncludcd in the paragraph?

Yes (Partialb' 6uslairable)

(b)

Il not, Pleas€ indicate arca6 of
cii sagreement 6nd also altach
copies of rclcvsnt documcnts in
suPPofr

(ai Does the Departmenr agree
with the Audit conclu sions?

(b) U not, plcasc indicatc specilic
areas of disaaEcmcnt with
reasons for disageeloen! and
sbo attach copica of lelevant
documents wherc n€cessary

39:,/2016.
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/
Item€dial action taL.en /

Dunng the Iear 2C|O5-O6 ihc audrt js compie!€ly
€usrahablc. For ihe rea.r 2006-0? the audrl haalrllprovenEnt rn systeb

lncluding inrernal
obsen€ri rhar the Tumo\,€r of adh€si\'€ tape is P's-

i,3\,727/- as against th€ actual asrounr of Rs
I,09,62rl- So s]so the Tlrnoler oJ adhesile tape as
p€r audir lbr the year 2OO7-O8 is Rs.47,63,417 instead
of Rs. s,lI,660l- only. The rumove! of adhesive.taPc
adopted in th€ audir repon during the year 2006-07
and 2OO7-08. r.'lcluding the lumovct of Aluoijium
composit for Rs.6.22,106/- and Rs.42,52,15?/- wh,ich
is tBxable C, 4% only. CorsidernrB th€ above, the
assessing autborirt has revbcd the assessEcnt Under
Section 25 {r). Th. assessee had paid the entne atrear
as {oUow8.

assess'|cnt, short lew or

sch.mes al]d progradmes
including financing

. I scherre/projccr io tbe
ligbt of fndrngs of saJDplc

check by Audit findings of

-M-l Nagtie ottrlt
iodrrronalScctetarY'

Tarus DuPartlncnr'
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./
Actlol taken Notes on C& AG's Reportr

la, Depa.rtmcnt COM\{ERCIAL TAXES

(b) Subject/Titlc of the Revieu,
Pa-ragraph

Application of incor€ct rate of
(aix.

Paragraph No. 2.12.7,rlt5l
(d) Report No. and Year. C& AG repon ended 3r.3.2010

u lat Date ofrcccipr of ttle Drrq.
Pata/Revicw in thc Dcparrocat

29.4.2010

(b) Date oI Depa:rtmcnt's Rcply 17.5.10
TI

Gisl of PaEgraph/ Rcview
In Coorucrcial Tax Odi€,e.
KoothuparaEba io Juue 2OO9 it
wa8 noticad rhsr M/s.Kuarothu
Tlad.rs, Utiyil a dcalcr in supad,
E€U aa€c8scd output tar on tltc
sales turlovcr valued e! Rs.4O.88
lekh for thc ycar 2005-06 ai ihc
!atc. of four pcrccnt instcad of at
-thc coEect ralt of 12.5 pcr ccltt.
!]ds rcaultcd in Btron lcly of tsx
a.od intcteat of Rs.4.83 lakh.

IV (E Docs thc D€partacat agrc€
witb thc facta and fgurcs
includ€d ia tba paragradr?

No

{b)

suPPoi

lf 
'rot, 

Plcas. indicatc areas of
diaagreeEcnt sad also attach
copi€B olr€llam alocll.Ecnts ia

lhc coabodity dcsl! by t}r€
aaaeEa€c i€ not a Danufectured
product but raw and .tried
Arccanut. lnquiry rcvealdt that
tllc 6aacaacc b only 6 dcalcr in
A.recanut. He wsa purchaaidg
Arecarrut. Aoar Agriculturist
locally. Mary of thc dcald. in
Italabgr arca ar6 using thc t.rD
'Ncw Supaii' for Alccanut.

ta, Do€s the Dcpartm€nt agicc
witb the Audit conclusio{rs?

{bl If aot, plc€sc indicaic spccitrc
areaa of dfusgrccDcut f ith
r€asons for dieagrceEcnt €rld
alao attach copics o{rclevaDt
docuacdts ifb€rc nrccscarv
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M Remedia.!. actio[ takeD

(a)

lmprovexocnl ir1 system
and proccalulca,
|ndudbg intcrnal
control€,

The assessee rn d\is casc is an A.r€canut d€alar {Hin
prod'rce. dealeil. lt is true that thc nene of ihe
comInoditr ,i!as wdtren as "New SuPan' i.nsicad of
Arccanut-ir the 'De1ivery'Nole'. The cdemodiry dcalt by
t]rr assessee is not a Dranufactufed Foduct but raw
and dried Arecrinut. lnquity revcsled that the asscsse€
is anly a dearcr iD Arecanur- He was purchasirg
Arecanut ilom Agricultu-rist locally Many of the d.bLls
in Malabar srea are using rie tcrm 'Ncw Supsri" for

Veritcatior of plcvious ycats records revealed that
he io dealing or{y in dticd a.recanut and he was not
dcailing ir] danufEcturcd Arcca4ut. En.try 75121 of the
lV Schcdul€ deals with oanufactured producta onbt.

Hcncc the short lcvy poir.ted out by the Accolnts^1t
Gencral {Audit) on thc basis of mis-intclPretatian of tb€
word N€$ Supan' which is coloquialiy u3cd for
.Ar€canut in that locality is legsllj not suEtajnablc and
thcrcfore no rwisroD of as6essdert is ncedcd in this

(b) Rccovcry oI overpaymcnt
poi[ted out br audit

tc,
Rccovsryofunder , .

asacasDent, shoit levy ot

{d}

Modification in the
scbcecs and prograEries
including fnancing ,

teJ Rcvicw of si&ilar

sclreme /project in the
Iight of Grrdinge of sample
chcc.L by Audit fuldiDgs of
eaDple chcck by Auaht '

'f,t$$;l3li*:i,^'
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Retrtedial actio!! takeD

lx Omcer. l{ Circle. }:ozhikode has

(aJ

lmprov€ment i[ syelem

including intemal

The Oonmercial Tax Omcer, l{ Cllcle, }:ozhikocle has
reused .l,e asscss:nent for dr( Je"r 2007'08 rn respecr
of M/s. Excel Tndrng Aecncy sincc dre audit is
suetainable. ,te has cr€atcd an addiiional demand of
RE.7.55,264/, as !ax, Rs. l,7A,97Ol- as irteteet and
Rs. 1O,o00/- as penalty. The r€vised otd.r 8Ird $e
demand noticc were served by the assessing authonty
on 23.03.2010 arld arrears adi'ised for Re!-enue
Recovery.
ThEireaJrer the dealer prcfFrrcd an appeal b€fore Depury
Comnissioner (AFpea.lsl, Kozhikode 3nd ihe appeilate
authodty has dLected to eodi& the assessDctrt. The
dealcr 6led second appeal agAinst the ordcr of Deputy
Comrlissiotler lAppcats) and the STAT, Erns|:ulam has
g:enftd sray till rhc dsposal of appeal.

(b) Recovcry ot ovelpayEEnt
pointed our by audrr

IcJ

.Recovcr_v of undcr
asseasEclrt, shor! levy or

ldl
the

bchcrcs and progla$JDcs
including financing
pattcrn

{e)

echcme/proj€ct in the
lighr of findiage of ssjldple
cbeck by .{'rdit fndings c'f
saEple chcck by Aridit

'lflmln::*,:*'^'
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Actlol take:r Notes on C& dc,s Reports

la) Departnent COMMERCIAL TAXES

(b) Suqect/Title of tl'e Revievr
Paragraph

Application ol incorrect rate of
tsx.

c) Paragraph Na. 2.r2-7.1114)
Report No, and Yes-r C& AG rcpo ended 3113.2010

u ta, Date sf recaipr of thc Drati
Pde/Rcvicw in thc Deparli|cnr.

26.5.2U1O

a) Datc of ocparmcntb Repi!- a.8.lo
ru

cist of Paraglaph/ Revicw
In CoDecrcisl Tax Ofiicc, P.ayya-
anur in Augusr 2009, the
AccouDteot Cencral has noticld
thr.t etx a6scssc€, C.F.Abdulla &
Sons asscsscd rha turnovcr df
Triveni tac€ peck, a cos4etic
vslued at Rs.2l.3l lakh st th€ ratc
ot z€ro p€rcdrt instc€d ot at thc
corrcct ratc of 12.5%. Thi6
result€d in 3hort lcly of tax snd
intcr€st of R6.3.73 takh.

IV (9' Doca the Dcpaftoent agrce
with thc lacts alrd 6gui€s ,

inclu4cd in thc paragraph?
Yc6

(b)

ll not, Pleaa€ indiaate arcts of
dissgrccslcot anil also attach
copies of i€lcvent docurrocDts.in
suPPorr

{aJ Doca the Dcpartncat agrcc
with thc Audit conclusisns?

tbi lfrlot, pleaEe indicate spccfic
srcas of diaagrccmsnt with
reassra lor disagreeBcnt snd
a]ao attsx! copics of rclcvailt
docuEclts s'here necasiarv



\rt

:tt2

Remediel action tgPJ

(a)

lmprovemcnt in 6yste6

including intcrnal

On the ba.sis of audi! observation, the CorErercial Tax
Omccr, Pafannur has completed the aas€ssm€nt to the
bc6t Judgmenr for lhe y€ar 2005-06 j.n rcspect of the
abo\? deeler on 2.2.10. demanded !&{ and intercsl of
Rs.3.86lakhs. {Tax Rs.2,68,690 + lnterest Rs.I,18,224)
The demand notice ws.B served on tJ|e dcaler e$ l7.2.lo
and theleaftcr advrscd for RR. AB pcr VATA 598/lO
dt.22.l.ll the Deputy CoEeissioner {Appeals}-tr,
Koztrilkode has remandctl the ass€ssBcot for Aesh
disposal. Accordingly, asscasment has becn completed
on 18.1.2012 rcf*ing the tai and interest at
Rs.qo,alal- a4d RS.6O,4O3/" rcspectively. Thc
ulodificd deEand is irtidated to the RR autbolity.

{b) , R€covsy of olcrpaymcnt.
polnt€d out by :rudit

ic)
Reqovery of under
ass€samsnt, shon lcgjr or

(d)
Moditrcation in thc
schcmcs and program.ocs
inclirding fmdtcint

{el Review of 3i&ilar

schcEc/priiect in th€
Light of firldingq ol sallpie
chcck bt Audi! fndirrg8 of
sample check by Audit

llo'

Addilional Secr'tarY'
Taxes OeP.rrtrratrl'
Govl. Secretarra'

ThifuvanarlihaPul sm
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Aetlon taL.Gn Note8 op C& AG's Roports

39v2016.

(al Dapa.rtmcnt COMMERCIAL ?AXES

(b) SqbjectlTiue of the Rcvictr'
Para8raph

Appliciition of ihcurrct ratc of
iqx.

Psragaph No. 2.12.7.rlr9l
Rcpoft No. and Ycar C& AG rooort ctrdcrl3l.3.2OlO

u ta) Datl ofEccipt oftbc Dratt
Prra/Rcvics io thc DcpartrD.lt

22.2.2010

(b) Datc, of Dcpartmcnt's Reply 25.3.10
ru In, tllc CoEmctc,ial Tar Oftccr,

Manjcri, it waa Doticcd. that
M/8. AMS Spice8 and Food
Product! (q 'Ltd, fo! 2005-06
a.!!d 2006-07, a dcalcr scUirg
picklcs .ass€secd Output tax on
thc s€l€B tumovcr of Rs. 43.6I
lakh @ four pcrEcDt instcad of
tle corrcct rat! of 12.5 perccnt.
Short lcvY of tar i,orkcd out to
R6. 3.71 lath.

tv (4 Doc! tb€ Dq|artecrrt agftt
nifb thc fact! and Egura3
idcludcd in drc paregrefto?

lo

(b)
Ifrtot,'PLaaa iodicata !rcA3 ot
di.agr€d.nt dnd aho att8ch
copics ofrclcva:rr dqcuiDlqts i[
SuPPOrt

The picklca Eaaufacturcd by
not baqn
Mark.Act

1999. H.ne tl& rEte .of l.r
appUcablc i8 only 4% eidc Enlfy
49 of schcdulc IIl to the rVAT
Act.

tal Docd thc Dcpart&cot 6gI!!
vith tbq Audit coocluti@s?

(b) It Dot, plcaac radicatc apcci6.
trcar ofdfuagrgcE ot sith
rEaloD! for diaqgrcc@ant rlra!
sfso attach co,pics of dqnnt
r{o.r;arrrr whctE Dcclssety
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ReEed.lsl action talie!

la)

Lnprovemcnt in systcm

ilrcluding intemal

The asscs3lnent was completed U/ s 25 of KVAT Act
2003 on 03.O3;O9 and crcated an. additional
lenand ol Rs. I,19,520/- for 2005-06 and
Rs, 2,51,197/- tor thc yesr 06.07, in view of the
Audit. Thc collection of additioBal dcmand creatcd
has bccn staycd by thc Honourable High Court of
Kcrala as per Ordcr No. WP lC) No. 29528/05 dtd.
16.10.09. Thp p.oduct, "Sup€r. Nova Ackles',
manufacturcd by thc assessee has not' becn
registered under,,. Tlade M6ik. Acr, 1999,
subGeouentlv. Ore asscagments were modificd
aaopting tax-@'196 in pursuence of thc order of the
Dcputy Commissioner (Appcals)' Emakulam in
KVATA.22381O9 and 2239/09 datcd 1.3.2011,

(bl Recovcry of ovcrpayr:ocnt
poioted out by audit

{c)
-Rccovcry of unabr'
ar3es3Ecnt, short 1C,1'y Oa

othcr dues

(d)

MoalilicaUon io the
schcEr6 and prograil8cs
i&ludiitg francncS'
pa$crn

(cl Reeicsr of BiEilar
c5rcs/ codplcta
3cheoc/p.ojcct i+ the
ligbt of fhdings of BampL
cfr.c{. by Audit 6)edina3 of
Baoplc chcck by Audit
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Ro8edial actloq takqr

s, Premier Sea Food (Exim) is an assessee
on the rolls of Asst. CoEldisaionet, Special - U'
Ernekulam bealiog TIN No. 32071156435'
The assesscc filed anDual return for the yeer
2Oo?-Oa declaring a total and et<cmpted
tilrnoter of Rs. 32,08,86,169/-. On futther
vcrificatioh of revised endual .eturn .aid Form
13 & l3A liled tty tbc asscsaee certain
irrecdarities nodc€d. Though ttre asscas€e
dcalt with mainly roatinc Ploduct, out of thc
total tuinovef the dealcr declareq a tumover of
Rs. 6?18900 is fiozen meJine ptoduct but
assasse€ availed exctnPlion for thc entirc
turnover. lt is noted that as pcr entry 84 of 3rd

schedul€ of KVAT Act 2003 a.ll frozen oatine
products attrect ta). @ 49o.

ihe audit objcction Pointcd out bty thc
:tccountant Gencral is sustsittablc. On
subscqucnt verification of rcviEed a.rrnual

a€tum iit was revealed that thetc was no
supporting €vidence to ttle cxport 3ele 6nd
consignment salc of DEPB income. Hcnce the
a"t""-sm.r"t rcopcned H/s 25{l) of the KVAT
Act ard completcd the assessment u/8 25(l) ot
the Act by 6xiag a ta:rablc turnover oI Ra'

l,57,7g,gio l - 'tidc itoceedings dat d rE.2.10'
As 4 rcsult, an arrlount of R]s. 7,75'3721-
including intcrest was cteated by way of
demand ard deaEnd noticc issued to rhc
aascaB€c. ll is inclusivc of ttrc tEx of R8'

268,7s6t. *hich was Pointed out by thc
Accountant Gencral's Ofhce, 

^,Ti"" H:Dnocccd.ins. the ess€Baee frled apFal. The
b"ot tt drl,-i""iotter (A) vkle order KVATA
r787lio dated 04.06.2010 ditectcd the
ass;sscc to rcmit 25yo of t}Ic a.Etunt duc and
frirniehr sccurity bond for the balance amouJrt'
ID thi6 r€8ard tlrc esscsEce Jemitted an amount
of Rs, 1,94,093/- and fumished the secunty
bond. Thus t}!i srsy condition cotlpficd ty t]re

lmprovcEent in Byst€o
and ploc€dure8,
includiog int rrul



3r7

(b) Rccovery of
overpayment poilded
out try audit

lcJ
Rccovery of under
ass€asnrcnt, short levlt
or other duca

{d)
Modifcatioir in thc
8chcmca and
prograe$ca induding
fnancing pattcm

(cl R.vica of aiiilA.
casca/ completc
schc6c/ prqjcct in-the
light of fitldilg3 of
Bamplc chcck by Audit
findings of sa.Dple
cbeck ti Airdit

fiGtm Prlurt
ilJirionat seeteta'Y'

Tates OePartme '
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Actiop tekep Notc6 o[ C& AG's ReDorts
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(e), Does t}|c Depaiurcnt agrce
g'ith tlre.Audit conclusioaa?

(bJ .If !ot, plcasc indicate
Bpeciric arcas of
dissSrermc.nt with reasone
for di6a8!€cEont ajd alao
attach copiaa of r€levalt
documcnta whcre nc(issaal'
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. Reaedlal &ctloo tel.ea

ta,

lmprovcmcnt in sy8tern

includini int€mal

Sd. c.O. Xavier, Cheh-hudy Marketing Agencigs'
.ehalakudy is an asscssee borne on the rolls of
CoErmcrcial Tax ofticer, Chalakudy and a desl6
in battery, detergcnt, coconut oil, cake Sitlgcly oil'
dtc. When the defect was pointed out, the
assessing authotity has callcd for end re-
examined thc assessmetlt records and books of
accounts of the aeeb!. o'| verifrcatibn, itis found
tllat t}!e assessee has stancd busincss in
detergentc and battery from 01 l1.2006 and
the iotal. purchase and sales of this ilems
during the yiar ie only for Rs. 1,97,976.87 arld
Rs. I,83, I95.E2 re8PcctivelY.
In the annual return. the doaler bad dcclarcd a
tumovet of Rs. 1,83,195 57 as 12.5Vo taxablc
turnover and this relate6 to thc s€lca tumover
of bsltery and dctergcnts But while prePating
the retutn. the gbove tumovct was retumcd as

salcs turnovcr of sunllowct oil and biscuits'This aspcct is clcar from thc retutn and
enclosurbs arld Profit at\d lrss Account lilcd bjr
the dca.ler for thc year ahd tlterc is no revenuc
Ioss in thc case.

(b) Recovery of
overPaydcnt pointd
out by audit

tc,
Rccovcry of uidcr
asscssment, short lerry

or otier dueg

{d)

Modification in t}rc

Sehemes and

tr.ogranm"s including
linancing pattam
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Relidw of
cases/comple!e
schcme/piojcct in (he .

light of findings of
salxrple check by Audi!
findings of sample
check by AuCit

S.FAOMANABHA PILLAI
Additional SecrctatY'

Taxes DeParlme|rl
Govl Scc.€tariat

Thir!vanatlihaPuta|n'

3952016.
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Action trkcn Notee oa C&, AG'e Reporta
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.t2.1

Relledlal aqtio! takea

lal
ImprcveDcnt in sJrstlrD

iDclldiog intc':osl

Mls-TVS Motors Co. Ltd. is sn assessec on the
rolls of cflice of tlte Asst.CornmissioDcr. SDccia.l
Circle-I, Ernakulam bearing " TIN
No-32070263455.
The fin-d assessaent irt thi6 case was
complcted under section 25(1) 9f KVAT Act as
p€r order dardd 7.6.2008. Thc sale6 to
Canteeo Storcs Departrncnt by thc assessee i6

. assesscd @ 12.50/6 as irgai[st thc conctded ratc
of 6.?5010. The demand as 1rr thi reviscd ordcr
dated 6.2.Io ie Rs.279645 and Rs.1,34,027 as
tax and- interest respcctively. This artrount,F

(b) Recovdy of
overpalryqcnt pointed
out by aBdit

{c,
Recovery of undcr
asscssmcnt, ahort levy
or ottrer ducB

(d)
Modifrcation in thc
achcmes and
Prograrrrmeg including
ftngnciig pattern

le, Rcaicw of siruila!
cascs/ coopleta
scheme/ project in tic
.light oI frndiogE oI
sarnple clleck bV Audit
fndings of sanrple
chcck by Audit

'L(4"
ADMANABHA PILI.AI

Additionsl s.e.rc!sry'
iaxes DePaalme r'
Govt. Sccrclarlat

ThiruvananthaPuram'
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ictlon trlen Notes o[ C& AG's Reports
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Remedial actigl taken

(aJ

lmFovcEent in Eyst€m

including intcmal

ln accorderrcr \rith the audir. the asscssment is
compleied as per Order No. 32150720812 / 07 -Oa
datcd 13.O5.11 creating Addl. Demand of
Rs.20,46,469/- end intcrcst Rs. 8,18,588/- and
thc derlland is under RR. Which is stay€d by the
Hoir'ble Court in WPC .602 / | I till disposal of tbc
case p€nding consider4tion on the issue ..in:.L
various Courts,

(b) , Recovcry of
overpelnnent poiirrted
out by audit

(cl
Recogety of under
asscssmcnq short levy
or other dues

(d)
Modilication in the
schedes and
plotfarnEcs includinS
fnsrlciag pettern

(el Rcview of si[rila-r
cas€a/ corqplet€
schemc/ prqiect in tlre
light of findings of
sarnple check by Audit
findings of s€rEple
check by Audit

#6*nn*oatto P'Lto'
Addlliorlal SecrctnrY'
"iaxos ocParmrent'

Govt. Secretarla-t-
fhiruvanaothaPur d"''
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Actioa taken Not,es oe C& AG'a ReDotts

incoEect rate of InPut Tax
credit,

ln codmcrcial Tax
Spcpial Circlc- l, Ibztrikode it
was notrccd tlat an essessee
M/S.MIMS Ltd availcd inPut
tax crcdit fo! the Yeers 2005-06
aid 2006-07 at thc incorrect
rat€ oi 12.5 Perctnt on the-

DUrChaSe tutiovcr ol
Laccroarker, stents ctc., for R5.
i32.65 lal<h which was actusly
taxable at four Pcrcent.. Thi$
rcsulted in shott lcw of tax and
interes. ofRs. 14.79 lakh.

Yeswith thc facts snd tr8urca
inilud.d ia t}rc p$agrspb?

disaarc.sct\t snd also attaah
copics ofrclcvatrt doq.uDcqls in

ar€as of drsqgt€cDcot with
rcasqrs fm disaStocmcnt ard
slso attach csPics ofrclevant
docuncntG $tllcic
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VI Remedial action taLeE

lstprovement in sysr!'rn

including iuternal

The assessment irr respect of M/s. Malabar
lnstirute.of Medical Sciencc Ltd., Covindapu-rarn,
Calicut tbr 1he year 2005'06 was complcted vide
order dtd. l,{.5.2O1O and the asscssment n as
modifi€d in pursuance to VATA 642110 dtd.
19.?.2010 of Deputy Commissioner (Appeals),
Kozhikodi demanding ta: for Rs. 59,803/-
(Rupee$ Fifty rriie tltousard eight hundr€d Bhd
tire€ oDly) a.nd inte.est for Rs. 2,O5,O35/- {Two
lel<hs five thousaid 6nd tbirB/ {ive onM. The
dealer remitted the said arnount vide chalan No.
320 drd. 19.10.2010.

The assessment in respect of MIMS for
the year 2006-07 was completed vide aJder
dtd. 11.lO.2OlO ard modified in pursuance to
VATA 643/10 dtd. r9.O?.2010 of Deputy
Commissioner (Appeals), Xozhikode d€dEndiog
tax for Rs. 7a,ar9/- (Rupeas Seveoty eight
thousand eight hundred snd nineteen only)
arrd interest for Rs. 4,12,118/- (Rupe€s four
lakhs twelve thousand one huidred arrd
clghteen onlyl. The dealcr remitlcd *le said
amount vide cha]an No. 322l 19.10.10.

(b) Recovery of
overP4ym9nt Porntecl
out by eudit

lc)
Recovery of und€r
assesstDent, sbort let)r'
or other duc6

(dl
Modification in the
schemes and
Prctrarnrnes rncluding
financing pattcm
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Revieu-
cases/Lornplele
scheme/projcct in th.
Iight of furCings oI
sample check by,Audit
findings of sample
check by Audit

-ffi
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Actlo! takeE Notes on C& AC'r Reports

3952016.
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(4 Docg $lc Dcpartmcot agc€
*ith thc Audii cor&lu8ions?

(b) lfnot, ples€c indicatc
epcciEc areaa of
disagrcctttcnt xrith rcasons
f.'|. diai8Fcmcnt a'rd dio
attach copic! qf Elrvant
dosuEcnta.wharg rcccsoa'lf



vl.

331

Rels.edlal aetlon ta(en

la,
lmprovcEent in systcrn
&ncl Proccdur€s,
iDcludilg bternal

Thc audit objection raiscd is that thc asscasec has
svailed ITC for the ye€r 06.07 et 12.5% on the
pulchas€ tumove! of plastic coop6und va.lucd et
1.07 cf,orc ihicb ws.s actualt tar€btc at tbc .eta of
4%. Now the asacaaDcirt for thc ycar 06-07 has
bc.n completed dbd.llowing the o(ceas nC aveilcd
otr plestic coEpourld of Rs,9,09,326/- aDd perEl
int.rest 6lso lcvicd. .

M/s,Veck6y PolytDcrs F/r.Ltd. bqd psid rar 12.5%
to thcii ristcr cdccm viz, DiEcsco Fbotcar€ tndia
fu.Ltd.r MLPft and thcJr io tutr paid tbe saDa to
Govt. snd that thcrc is oo revcqu€. loss-to the .tatc,
Gove!'n8aot bavc Orcratora csnccllcd thc action of
'thc asEcssilg euthorityrin ha!'ing nailcd d€dsnd to
!cc!va! thc aicca8 tnput tsx'crldit aoou ing to
Rs.9,O9,326 aveilcd by thc dcalcr for thc yrsr 06- '

07 as a lpccisl ca!..

tb)' Ro€ovary of ovcqrayr!.ot
poinicd out by eudit

(c,
Racovcry of under
aaseaaEanq short lcra/ or
ot}lcr ducs

(d)
Modificarion in thc
i!:lrcmca and prograNlcs
includlng tinancing
pattem
Rcvicw of sieilar
ca3cq/coE ctc
schcroc/Foject in thc
ligbt offndia$ of saDplc
chcck byArdit fndingo oi
6ample drccL by Aud:t

'{H.T$j35n$:i:'
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Actiap takeB Notes on C& Ag's Reports
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(a) Does the Dcpartrrent agrce
witi tbe Audit co.clusions?

(b) If not, please indicate
sPecific areas o.I
diaagrecment with .casons
for disagreenrent and elsir
attach copies of rclevaftt
docuaenb f,rhcre nccessaS/
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Remcdicl cqtiol taken

{.)
Improvcareni in systetn
and proccdnrcs, ,

includibg intems.l
conEols.

The asscssce claimca InPut Tax Crcdrt for tbc ycat 
I

06-07 @' 12.5% on tb€ Purchasc tumover of El'a 
J

Compound on Rs. 94.92 la-kh. Thc sede ia a plaatjc
compound ic polyocr oI cth)d.!c in PriEary form and
ectually talablq at 4% which r.sultcd in cxc$8 cr€alit

of Rs. 8,06,804/-
Thc asscssdel\t was rcviscd u/s 25lI) of KVAT

Act on 16.09.09 and edditional dce6$d deatcd R3.

17,74,973/- includirrg i.DLro8t end sctdcaErit fle
. M/s:Diadora Shocs Fn. Ltd. bad paid tar( !2-5%

to their sistcr colrccrh viz, Dimcsco Footsr€ar hdia
Pvr.Ud., MLPM snd th€y in tu'n paid thc sil6c to
Go!'t. a.!rd that there ia no levcnuo loss to the atsta
HcBca GoveftEent bave caD6.llcd thc act&n of thc
asscasing 'autholity in baving tabcd dcqand to
rccoter th" cxctsb Input tsx ctcdit aeounting'to
R6.8068o5/- evailed by M/F.Diadota shoca hL
Lilitcd for thc ycat 06-07 as a spccial c5tc as pcl O.O
{MSt 155/2010/m di. 18.6. ro.

(bl Rttco\'ery of ou€lpaytrcnt
pgi4tcd out by oudia

(c,
R€covrqr of undcr
esscssDfot, sborl lew o!
othcr dues

(d)
Moditrcatiqr in rhl
sctlemc6 qnd proS'raamea
iacludinB inqlcing
paEcrn
Revicw of siFdlat

.cbeDc/Ptojcct it! t}c
light of Eldings of 3amPle

chcd. by Audit frndings of
aaaplc chcck ty Audit

di-n o wt lt. I ett I Pt'- l-ot
-Additional 

Secre-rarY'
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4,ctlon tateE Notes oE C& AG's Reporta



VI

:t36

ReEsdlal actloB taken

ta,

l$provcment in syst€sr

ilcludinB in&rna!
contols.

Thc item of goods purchased by the asscssee is
the vitarnin €' added to thc Proccsscd g.trd

purificd esBence oil of flax seed/linseed, not lla.i
seed oil/linseed oil as pointed ou! bf the
Accountgnt Gener6l, This commodity has bcen
grouped and coded as 90086 rrndcr the heading
e66ancesi essetrtial oil & spicc oila, The
Commodity dealt with by thc asseascc comPsny is
doubtc .boilcd Linsced oil and Blown Linsced oil
which is tsxable at 12.570 litcm No.74 io.thc list
of 12.5olo ite!! of goods).

(b) Recovcry of overpajraent
Dointcd out by eudit
R€cavcry of u.odct
aascaamcnt, ahort lo4/ ot
otber dues

(d)

Modifcation in ib€
schcacB and prograemca
iacluding fnsncing ,
plartcYn

tc)

schc@c/ projcct irl the
Iiaht of findirrgs of sample.
chcck by Audit findir|gs of
saaplc ch€ck by Audit

@-
r 6lottlnnBttl Ptuult

Add,troniil secr€tary'
Taxes OeP'rtmelll'
Govt Secretarlat.

T h iru! anan(haPur'm
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Action taken Notes oo C& AG's Repqfts

(al Department COMMERCIAL TAXES

(b) Subject/Title of the Reviqw
Parag.aph

Short lcvy oI tsx due to
lrlcorlect exernpt$n.

k Psragraph No. 2.12.t7.2
Report No. ahd Yesr. C& AG ref'ort €nded 3r.3.2O10

ll taJ Date of lrceipt ot *re Dralr
Pala/Review in the Deparbcnt

6,5.?OrO

(b) Darc of Deparunent's Reply 16.6.10
III Gist of Paragraph / Review ln the office of ttle Co mcrcial

Tax Officer, Haripad . Whi.le
finalising thc asscssmcnt of
M/s. V.S.K. Expo'rs a dea.ler in
paper tor the year 200.4-05, sale
of paper rc Govemment
depaitments for a-tr amount of
Rs. 2.94 Cror€ wcre exempt€d
treatirr8 the sales as El 6ales.
As the purchase oadcr q,as
plac€d well in advauce of the El
pu'chase it is evidcBt that sale
was not eliectcd during the
movsment of goods from one
state to enother, The
exemption grarted undcr
provisions of Sec. 6{2) of CST
Act is iircgular. This rcsulted
io short levy of tax alnouotiog
ro Rs. 13.39 Lakh.

Iv ta) Docs rhe Dcpartrncnt agree
with thc facts sid flgurcs
includcd in the parag:aph?

(b)
If not, Please indicate areas
of dis&greement and also
attacb copies of rclevs.nl
oocurrenta rn support

395/2016.
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(aJ Does tl.'e Depertment agree
with the Audit cotlclusion s?

(b) If not, please indicete
specilic areas of
disagreernent with reasons
for disagreemcnt and also .

att4ch copics of rel€vant
documents v.hcrc nccessa.rt ,

:t3B
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Remedlal aetiqn taken

ltb4

5"**o*o""o ""-totA.lditional Sgct6tatY'
iaxes oePorimeo!'

' Govt. Ssclelarlat
ThiruvatrsftthaPurarr\

tgJ

lmproverDcnt in sFtco
and proccdurcs,
includioa irrtciaal

rhe assessment,..aEiiidiiiGf6tiil6Jf
the Act as pcr tbe order no. f3191965/2004-05
dated 30-031010.

----. -- . -----------.
%

ru

{b) Recovcry of oveipifiEi
poiotcd out by audit

lc,
necovery orulacr -.-
asscssrnent, ehort li\a. or
othcr dues

{d)

ftlodfication in thc 
-achcDres €D.l prograaEras

rlldudiDg Gnancina
pattcm

{e) neviewofeioiE-
cascE/coEplctc
schc;c/projcct in thc
liSllt of fEdings of seEplc
ch€ck by Atrdit fndidg€ of
€ample chcck by Audit
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ActloB tgke!. Notes on C& AG's Report€
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tal Does lhe DepartmeDt agree
with thc Audit conclusions?

(b) U not, plcasc indica&
apecific srcas of
disagre€eent with r€asons
for.disagrcemcnl and also
attach copirs of rclcvsr:t
documents whetc necesaaty
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Rer[edl&l action takeE

(qJ

lEprovement in system
and procedures,
including int rnal

Thc CST asscssment for th€ yea-r 02-03 was
complelcd aIresh as per th€ audir vicw anci the
assrssee paid the cntire balance amounl in
efinesty i.e., Rs.1263161/-. ro$ards CST and
Rs.l?6316/ - lowstds lnteresl.
The CS? assessment for the year 03_04 also
cornpleted afiesb as p€r procecdings dated
14.9.11 of tlre As-st.Commissioner (Assmt ),
SDecisl Circle, Palakkad and the additional
demand .created Rs.2,72,7a4 /- (CsT) and
Rs.24,O05/. (intercst) was Paid by the assessee in
amncsn on 29.09.20 I L

(b) Recovcry of overpaymeot
poiirlcd out by audrt

(c)
Recovery of under
asscssmcnt, sbon lc\y or

(d)

Modifcation in the
sihemes and programmes.
indudura frnancbg

(e) R€vieq, of sitdtar

sch€mc/pro.ject in the
light of fudings of ss.BPle
chcck by Audit tindnoss of
sadple check bY Audit

Additio al Sec.eti:Y
Iaxes DePartlDcnr'
Govt. SecterariJi

Thrtlrvana lhaPutatn'
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Actio! te.ke! Noter or1 C& AG'E Report;



VI

344

Retaedial actioB takcD

IE
lmprovctaent llr syarc6

' a'rd procedures,
iucludina intcrnal

tn order ro rccti$ tlre defect pointed out bJ_ thc I

Accountant Gcneral (Audltl the asscssment for 
I

the years 03'04 and 04-05 was revlsed' on 
I

I l.lO.1O. ln tfre hght of tlc audil observation ol 
i

ttte Accountant Genelal (Audit,, Trivandrum' (he 
]

turnoeer of Rs.?7,16,890/- 6'td R5-59'35,59o/-
for thc ycars 03-04 & 04-05 rcspectiv€ly have
been included in the gvo category and an amount
of Rs.3,54,977l (Rs 3,08'676/' (Tsx)

Rs.46,3Ol/- {AST} with inErest of Rs.3,23,029/-
ond Rs.2,73,O38/- (Rs.2,37'424l' (Taxl +

Rs.35,q14y'- (AST) with intetcst of Rs.l,9l,l27l-
$or thi ycara. O3-O4 & 04-05 resPectrvely lrave

bccn derDAndcd.
The tax end int€r€sl outstsiding Iot t]rc years 03_

04 is Rs.3,54,977l- Oar.) and Rs.3,23,O291-

linter€stl aJld for the year Oa'05 is Rs.2'73,o38/'
ilax) and Rs.1,9?,127l' (intercstl. lhc assessce

orcferred Amncsry Scherpe. Sincc thc asseascc is
a co-operattve firm thcy ere cliSiblc to rcmit 50%
o1,11te_.tax aEount with comPlcta waivcr of thc
itrtcrest, Besides th€ asseso€e rcmittccl an
a.Eouttt of .Rs.2,59,O54/_ in cxccss for the year

1999'OO. . So after d.ducting an amouat of
Rs.2,59,054/- from thc amount to be Paid as pcr
tlrc Amncsty Schemc, i.c. Rs.3'14'OOa/- the-

e6rrc65ee is liable to rctDit an amount ol
Rs.54,954/-. Thc asscssee remitted tb. abovc as
per chs.lan No.24l dated 30 12.2010

tut Rccovery of
ovcrPayment Pointed
out bY audit

(cl
Rccove.y of undcr .

qsscasocnt, short IcvY

or other duco

':-

(d)
Modifrcation in the
gchemes atld
programmca including
Iinancing pattem
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(e) Revies. of similar
eas€s,/complctc
6chem€ / projcct in thc
light of findings of
sample check t'y Audit
findt€s of samplc
chcck by Audit

@-
iirs'lll}'tslijiii;:'

3992016.
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/
R€Eedlal actioa taken

(a]
lapro.,cmcot ir. syet *
a.nd prcccdurcs,
itrcluding intcrnal

Ttre asscasment fo. thc years 03-04 & O4-OS ha6
been complcted.on 12.oS.2011 crcating an
additional demend of t€x and AsT Rs.1,07,963/-
for the ycar 03-04 and R6.1,73,385/- for thc ycst
04-05. while.lindizing tlle revised order thc ratc
of tax of watcr has becn asseascd @ 8Vo and the
ahort lew pointed out by the Accountanl Gcncral
has bccn demanded,

(b) Rccovery of
overpal&oent pointcd
out by audit

(c,
Rccovery of under
Easetsmcnt, shoft lcw
or othcr duea

(d)
Modification in'thc
schcmes arrd
proglalunes including ..

finatriing pettcrn
(c) Rcvic$' of sirsilar

ca6cs/ codpletc
schcnc/project in the
Ught of fmdings of
iample check by Airdit
findings of samplc
chcck by Audit

Additional Secroiary,
Taxes Oepartm€dt,
Govt, Soc.!tori.t

Thiruva|ta,rthapuratr!
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Aetlort takcr Nolcs oa cG AG's Rero*s
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ReEedial s,ctlon ta&etr

(4
lEpro\.cmcar iie 6y€t m

includinS i cra€l ,
coDtrbls.

Itein oalufacturcd by t}c assesscc Spic! Oil, Spicc
Ess.nc., 0160 rcsin arc clmina undcr Enry l77 ofthc
KGSTACI aJrd the rat of tax is€9o. Thu6 thc rarc of
tax Edoptcd by the Fast Track !.ao is corrcct. ln thc
bcantil!€ thc aascaacc mcd appeal againEt thc order
issucd by thc Fast.Ttack tcam before the tibunal aad
th€ Tribunal vidc ordcr in T.A.No.5/08&6/0a datcd
27-06-2009 has allow€d the appcsl 6lcd by thc
esscss€e and dircctcd the Assesging Auliority to vcrit
thc Btatutory d€clarationg and alloqr csnc?sslooal ratc
of tax if found ad.Er6sibl. as per law.
Accordingly, tbc Assistrnt CoIlnlis6ioocr has dodifcd
rlre order on O2.07-2O1O. A6 pcr thc modiEcd orclct
th€ TO detcrEioed in rcapect. of intcEtat salcs
tumov€r not .supportcd by thc forms is rcduc.d aDd
tb€ tax Daid bv,tbc assesr.e i3 in o.c.ee-

(b) Rccovery of overpayacat
pourted out by audir

tej
Rccovery of un&r
arscsaE nt, aholt lcvy or
othcr dires

(dl '
Modifcatioa in th€
schcFcs snd prograbmes
ndduding linarcing
pqttcm

{c, Revicq, ofridilar
casce/complote
Bchcmc/pmjcct in the
light of fndiDge of sasptc
check by Aldit fndings of
BaEplc chcck by Audit

AdditionalScc.otafy,
Taxes O€padmant,
Govt, secaoiariat

Thiruvananthapuram.
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AdFl. dct lls requlrcd blt tbc PAC durh{ the treettrs held
! on 28:5.2014

uI. sf,AY BY COItnSa A'a On (}1.(}4.2014 lRS. tr CRORESI

District SupreEre
Court

Hish court Othcr
coults

High court stay
with directioo to
dispose the
cases by
appeliiate
authorities

Total

TVM 4.34 40.76

KLM 0 o 11.45

PTA 0 4 o.20 o.65 2.lrt)

ALP 0 o 7 13.r
(TM 0.35 5.

0 0. o 0.

470.92 t06'27 139.18 lE7. 904.1

7.13 18., 13.' 39.:

13.16 20. o.3 1l.69 45.9

PKD 3.42 0 6.46 78.30

MPM o.55 4. L9 o04 9.65 14.

KKD 8.30 21.83 1.05 o
WYD 0 o.22 0 o.21

0 4.25 0.30 0.80
0 8. +3 0 0 8.43

DC EKM 0 8.90 o 0 8,90

TOIA'L' sr?,44 284.31 2l,6,96 24t.32 l2so.03
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1256

10472
12718
4711

14945
3879i

395i2016.
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(nl.cnot o.o,q{oal .D'lehjcs mlc.?ior ord,Cf otu-@5.,1

"Jolo@9(l)].r- i,4Jo,')JCr) rlon]cd€i fiDo6qJ)66Jolron mr'ailro)l 4rooronJo.gsloro, o.
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.:3dl(o9 (fDomX]nrroro' mJCOJ(')6!B0i Oi}d.O6r4,CCOa .:rC{iarrdrGc)a 6ldqcfiLrCud

@orcqos cocf, riio,lo;l gl Dscdo(mld)" "Oa,16o1soo5ra!I" sr33,,lot oolcq5nsgr
dro.!\oJo9@otc)celrom' (gjffS(d) ('tl@oo .Dlejol-l(d .rm)o)-. elil'o) (tDQld
g )ds-oo cud,.t{:( XX )-loi EQeJ,s5roocon- .r,ldor.-nqlldl.i 1Doll

"goo.Js" nrean:. all kinds oi movable pf"perly (othcr than nc$r
pnper. lctionable clainrs. eleclrici!y. stocls and sh.rrcs aqd secul'itiesi ilrrrl

includes live sto(l:. all marerial. comnlodities and eriicles and cvery kind ol
prope y (whctber as goods tn in some odler fbrrn) involyed in the e\ecLrlrr)rl

ol n work contract. and all growing crops, !rsr$ oi things lttached to. ol

forming pan of the land which are agreed !o bc srrered before sale of u[def
the cootract of sale".

eJcr!(d) (rrlero.oonoer l0(2)'oi turn ovef d,ond6Jc€6]c(rlrrui 6l,14r!'.r

odo6rl3 (rDo@(d,ld)eloi cr9od.lloerd 6r91oDdo1 6j6no.rrtlB.



Tax on sate o, o, "n.,lll"*a.- ool scope oJra.lrr.lirdad" noin)
erdejjcoRDaos eo6ln.gs.')qos 266 ]" olmdraa@E)cs- l9A .41crn clausc
4b-. go e@6rD^ss(r)c ce6(,a6)l ojgl &Sl crl6;J6raa$rBr@n. eo6rD6€tsool6)s
Anicle 366 (29A) (b) €prc.t,$cooc6rD:

"(29-A) rrx on the snle or purchlse of goods,,includes-
(a) ..................,.........
(b) a lax olt rhe transter of property in Boods (wherher as eoods

or in sr)tne other form) invol!er, jn the erecutron ofa i,orks
contract:

llJou.o Arricle j66(12),d goods,om @@61100
cDld.llnrf,lol,.sooro. "Goods" includes all marerial, commodities and afiicles.,,
AJrdo, ('tdq.l(f)olonc6 imnrovable propedy gL/io€ECrDlB. cod (cJa).ojtrC
Clld!.dd,!6 (eJd,J(oo malerials-ool onelqos co(d rnla,rol oporocq<mcoroamcm-

3c6rrrco. 
C,rg.or.dr1(66 itrxnovable Foperty gonoqJqrrts norro 6,c6rDjqloo,c6rn .

lvI/S. l,alson & Toubro LiDrired & Anr Vs. Siire of*fa-ataka (20i4 I SCC
708 | d4.rn c6,.r*trd 6ru€ .rleJna o6)sor'l er!d,)oo Ss.l m.to1der]4[lod.

"Taxing tlre scle of goods element in a works conlracr under
Articte 366(29-AXb) read wirh enrry 54 Lisr U is permissible even afrer
lncorporation of goods. ptovided tax is dire4ted !o the value of eoods aM
does nol purport lo talr lhc traDsfer of inunolcble propeny,,

G'loE eJcBcoJl.J 6cobm6sBgc(d works contract-d OoAo.!q.rr,
€oner$i qeij (rjdort(o) mlo,ot (tcoo@o,coo (')-la,ot bT!.oJo) orolq "Ocmloin-
@.' ora,Cloal crdiel(GJcao)o".

.rt(o)ootdd-f oar!@S.fl cD*lao cocd loocl@looJo 6mgg. alolil,r,
rB'!,0o.]c6r8'cru" doqjlccQos 

"lo'ltl)6rDmslb@1 aDodqJldo(rro.
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