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INTRODUCTION
I, the Chairman, Committee on Public Accounts, having been authorised by
the Committee to present this Report, on their behalf present the 111th Report on
paragraphs relating Taxes Department contained in the Report of the Comptroller
and Auditor General of India for the year ended 31 March, 2010 (Revenue
Receipts).
The Report of the Comptroller and Auditor General of India for the year

ended 31 March, 2010 (Revenue Receipts) was laid on the Tabie of the Tiouse on
28th June, 2011.

The Committee considered and finalised this Report at the meeting held on

15th February, 2016.

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

DR M. THOMAS ISAAC,

Thiruvananthapuram, Chairman,
18th February, 2016. Committee on Public Accounts.



REPORT -
TAXES DEPARTMENT
AUDIT PARAGRAPH
TAX ON SALES, TRADE ETC.
Tax administration

Department of Commercial Taxes is under the contro! of the Principal
Secretary, Taxes at the Government level and collection of tax under the KGST,
KVAT and CST Acts is governed by the Commissicner of Commercial Taxes
(CCT). Levy and collection is administered at grass root level by Commercial Tax
Officers and Assistant Commissioners. Movement of goods into the territory of the
State is regulated through check posts established at the border. Audit wing of the
department conducts internal audit of KVAT returns and assessments under
the KGST.

Trend of receipts

Actual receipts from tax on sales, rade etc. during the last five years
(2005-06 to 2009-10) along with the budget estimates during the same period is
exhibited in the following table and graph:

(Rupees in crore)

F Year | Budgel \{ Actual | Variation |Percentage| Total tax | Percentage Percentage
| estimates | receipts | excess )y of | receipts ; of actual | of growth
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We noticed that the growth rate of tax on sales, trade etc. declined during
2007-08 and 2009-10, compared to 2006-07 and 2008-09.
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Assessee profile

The number of dealers registered as at the end of 2008-09 and 2009-10 are
shown below:

)
f 2008-09 159207
[

I
|
|
I

2009-10 159665 I

The increase in the number of dealers during 2009-10 was marginal. The VAT

collection from 50 top dealers in the State was ¥ 1566 crore which is
21.50 per cent of the total collection. Out of the total dealers, 23818 dealers
constituting 14.92 per cent were paying tax at 0.5 per cent under the category of

presurnptive ax payers.

The assessment in respect of five major assessees of KGS'T* are pending from
2004-05 onwards and hence we could not audit these files and ensure the
carrectness of the returns filed. This implies that approximately 40 per cent of
revenue generated from commercial taxes (KVAT + KGST) could not be audited
by us every year due to delay in completion of assessment.

Receipt of VAT per assessee
The receipt of VAT and sales lax per assessee during 2009-10 was T 7.79 lakh
which was higher than the previous year's receipt of ¥ 7.15 lakh by T 0.64 lakh.
[Audit Paragraph 2.4 contained in the Report of the C & AG of India for the
year ended 31 March, 2010 {Revenue Receipts). ]

Notes received from Government on the above Audit Paragraph is included
as Appendix II.

When noticed that during 2009-10 the receipt of VAT and sales tax per
assessce was 0.64 lakh more than that of the previous year’s receipt, the Committec
evaluated it as a positive trend and directed the department to add the latest
positioniof receipt per assessec in the report.

‘.



Arrears in sales tax assessment

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

shown below:

(Number of cases}

@emng balanceﬂ

14254

| Addition during 2008-10 includin
map————— 7170111] .
No. of asscssments completed
‘I;{r}éa}'@?f*“ goa8
!Eﬁrrenl €ases 1095 S
Remanded cases 189

| Closing balance

g remanded cases

4345
18599

Department completed 9332 assessments under the KGST. We noticed that
there was practically no revenue collection due to completion of the above

assessments.

we recommend the Government to undertake a detailed review of these

completed assessments.

Cost of collection

The gross collection of revenue receipts under the head, tax on sales, trade etc.,
expenditure incurred on collection and the percentage of expenditure to Eross
coltection during 2005-06 to 2009-10 along with the all India average percentage of
expenditure on collection 10 gross collection for relevant years are mentioned below:

" Year | Collection 1 Expenditure on Percentage of " All India

L collection of | expenditure to gross average

& revenue collection percentage
# T Repeesmerory |
wos0s | rower | 0% T esr | 091
2006-07 | 856331 4 782 091 ] 082 ]
20v7-08 | 937176 | 8975 o 06 08
12008-09 | 11377.13 10259 | 0.90 . o088
Goosio | sy | waor [ 099 - [Notavailbl
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We noticed that the expenditure on collection was higher than the all India
average except in the year 2005-06.

We recommend the Government to examine the reasons for such high costs
of collection and take corrective measures.

Analysis of collection

Tax revenue collected on tax on sales, trade elc, during last two years as
recarded in the books of the Accountant General (A&E) Kerala is given below:

(Rupees in cmre)

- _

Revenuchead | 200809 | 2010
| Sates- fc | s8Ble7 | 521292
{k};{i T smsas ¢ 7as26 |
cst sz | s |

‘The above table indicates that during 2009-10 collection of sales tax
decreased by ¥ 669.05 crore and VAT collection increased by T 2200.07 crore. Tax
collection from the KGST was X 5212.92 crore as per the finance account prepared
by the Accountant General (A&E). However, our analysis of the details furnished
by assessing authorities reveal that five major dealers alone had paid
X 5249.61 crore during 2009-30. As per the data collected from the department, the
collection of sales tax and VAT during 2009-10 are T G249.59 crore and
T 6950.60 crore respectively which implies misclassification of receipts. We
recominend immediate action to reconcile the differences. The entire collection
under sales tax and under VAT represents voluntary payments by dealers.

IMPACT OF AUDIT
Revenue impact

During the last four years, we pointed out non/short levy,
underassessment/loss of revenue, incorrect exemption, application of incorrect rate
of tax etc., with revenue implication of X 1448.26 crore in 5195 paragraphs.
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Of these, the department/Government accepted audit observations involving
T 647.99 crore and had since recovered T 15.46 crore, The details are shown in the
following table: '

(Rupees in crore)

S T R, L
| Year of Audit | Paragraphs included | Paragraphs accepted ! Amount recovered
‘k F .__7_‘.___‘,,,,. ———- ,,_._..,,i...;_,- B AN
\ Report 1 No, Amount ; No. @ Amount : No. | Amount l
e o i ,._t__._,,..._._._ W PO B ,-“ _ i ———— ‘._._,‘,, T el
| 2005-06 | 954 50.37 1 558 | 629 | 48 0.42
frmen o .___.W,A.iv__.v e ——— [ p—— S L e —|
| 200607 ' 1004 | 30947 | 179 [ 250.50 k 108 | 318 |
e T T T T T ey T H(J‘
E- 2007-08 | 1055 334.37 299 | 24150 | 181 2.46 |
b e e T S At R ~~—---Jr —— e -—~——-—-———]
2008-09 | 2181 45911 | 341 | 3277 | 203 9.40
vol.1 | | ’ !
......... e = !_F, T ___..7,_1__, —— ,A.._.-* —
ooosoe | 1 2es24 |1 1 omess |
! : ‘ ! i
R S U N N SN S
| Towl ‘L 5195 | 144826 | 1378 | 64795 540 | 1546 |

We noticed that the Government failed to recover even the amount it has
accepled.
We recommend that the Government may revamp the recovery mechanism (0

ensire that at least the amount involved in accepted cases are promptly recovered.
Working of internal audit wing

The Internal Audit Wing (IAW) in the Commercial Taxes department was
constituted in May 2009, The wing is headed by a Deputy Commissioner, three
Assistant Commissioners and four Commercial Tax Officers. The IAW commenced
{functioning {rom 1st june, 2009. The department has not prepared a separate
internal audit manual. IAW covered eight out of 14 districts during June 2009 10
february 2010 and 262 audit paragraphs weie raised by them. However, as the
reports were not finalised, we are unable to make any comment about the

effectiveness of their performance.



Resalts of audit

We test checked the records of 163 units relating to KGST and VAT, We
detected underassessment of tax and other irregularities involving ¥ 1122.54 crore
in 4451 cases Wthh fall un(ler tho fc)lluwmg Lau'p,orles

R R YT e e ey
: SL Categorics © Noof | Amount

‘ No ] | cases (Rupou, n (rore)
R R S . L

| A Valuc Added Tax

17777' Iurnover escap;ngidiss.essé;'.m - 791 I 92.57
l:_zj: Grant of 1rreguldr exemptlon o .A,,,,:,,,, 6_6_0 ‘ - 7047 B |
3 Apphca{mn of mcorrect rate of tax | 342 | 28.05
| 4 jIncorrect grant of concessional rate of tax : 87 I 26.75 ,
5 [ Grant of e;c,;ss input tax credit S 599 T 10.35
i E-j—_N(m/short lex-fy of mterest - 81 l 6.63
| __7- OtheTlapses_ i 1491 : 527 Of' ”
8 |Worksconwact T s
B.Kerala General Salessx
| 9 Gmnlol urcgu[dr exemption | 74_ '[ .19_.-2[}7
j 10 "Imnovu mcdp;ﬁg dss(-ssmemm o | Jl 102 . —.8.‘1‘24 W :
ir 11 | Apphcauon of m(orrect rate of tax - I ‘3:1 N A.Z.ZH __1
TN —.
13 9““” lapses _ e L ”’. ,;: o8B
‘ I‘otdl s | n2s

lhe depdrtmem dcccptcd underdssusmvm and other deilcmnue of
T 281.51 crore in 642 cases, of which 251 cases involving ¥ 276.55 crore were
pointed out in audit during the year 2009-10 and the rest in earlier years. An
amount of X 5.02 crore was realised in 588 cases during the year 2009-10,

[y
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A few illustrative audit observations involving T 463.59 crore are mentioned
in the following paragraphs:

Audit ehservations

We scrutinised assessment records of sales tax/value added tax (VAIL) in
Commercial Taxes department and found several cases of non-observance of
provisions of the Acts/Rules, non/short levy of tax/penalty/interest, incorrect
determination/classification of turnover and other cases as mentioned in the
succeeding paragraphs in this chapter. These cases are illustrative and are based on
a test check carried out in audit. Such omissions on the part of Assessing
Authorities (AA) are pointed out in audit each year, but not only the irregularities
persist; these remain undetected till an audit is conducted. There is need for the
Government to improve the internal control system including strengthening of the
internal audit to ensure that such omissions are detected and rectified.

[Audit Paragraphs 2.1 1o 2.11 contained the Report of the Comptroller and
Auditor General of India for the year ended 31 March, 2010 (Revenue Receipts).|

Notes received from Government on the above Audit Paragraph is included

as Appendix II.

2. The Committee pointed out that Government of Kerala had imposed entry
tax without the prior sanction of Government of India and that decision was
challenged in the High Court and the Court declared it invalid. ‘The Secretary,
'Taxes Department informed the Committee that the State Government had
submitted an appeal against the High Court verdict, praying for a special
appearance and the case has been pending. Then the Committee inguired whether
the shortfall in tax collection had been assessed after the abolition of eniry tax, the
witness, Secretary, Taxes Department replied in the negative. In this regard the
Committee evaluated that abolition of entry tax caused considerable loss to the
exchequer especially in the construction fieid.

3. The Committee noticed the meagre increase in the number of tax
assessees during the year 2009-10 and enquired the present status. Then the
witness, Secretary, Taxes Department apprised that there were 23 lakh tax assesses
of which 13000 were enroled last year. Strenuous efforts are being taken to expand
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tax base under the amnesty scheme and also declaring a special scheme to register
more personnel before 30th September this year. The Commitiee directed the Taxes
Department to furnish a report in this regard.

4. When noticed that during 2009-10 the receipt of VAT and sales tax per
assessee was 0.64 lakh more than that of the previous year’s receipt, the Committee
evaluated it as a positive trend and directed the department to add the latest
position of receipt per assessee in the report.

5. When the Committee enquired about the arrears cotlected after the
completion of KGST assessment, the witness, Joint Commissioner {ASI) put forth
the statistics as T 35.56 crore in 2000-10, T 13.37crore in 2010-11, ¥ 121.16 crore
in 2011-12, and ¥ 27.14 crore in 2012-13. e supplemented that the arrears for the
financial year 2013-14 was not readily available and about X 7.36 crore had been
collected up to December 2013, Then the Committee directed the Taxes
Department to submit a report regarding this.

6. When enquired the rcason for the increase in cost ol collection during the
financial year 2007-08, the Secretary, Taxes Department submitted that the hike in
administrative charges and expenditure incurred towards computerisation in the

department, etc. reflected in the cost of collection. The Committee accepted the

explanation.

7. The Committee was surprised to note that the tax collected from five
dealers alone was higher than the amount earmarked by the department as total
sales tax during the year 2009-10 and sought explanation. Then the witness, Joint
Commissioner (ASI) apprised that the actual figure was T €118 crore but the
Accountant General noted it as ¥ 5212 crore which might be due to
misclassification or duplication. e informed that it was not reconciled yet and
assured to furnish a clarification within one month. The Committee was not
satisfied with the explanation and commented that the department should take
misclassification of receipt as a serious issue, It reminded that it was caused by
lack of timely reconciliation of department figure with that of treasury. The
Committee directed the 'laxes Department to take effective measures 1o avoid such
discrepancies in future and also to furnish a report on how the reconciliation of
difference in figures had been done.

e
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8. When enquired about the measures taken to revamp the revenue recovery
mechanism, the Secretary, Taxes Department informed that the District
Collectors/Deputy Collectors were directed to reconcile the figures and a meeting
was scheduled to be conducted on 20-5-2014 to review the RR procedures. He also
informed the Committee that the District Collectors were assigned to recover
T 300 crore through recovery proceedings. The Department of Commercial Taxes
recovered nearly ¥ 60 crore out of 120 crore, but the percentage of Revenue
Recovery was only 4.5%. Then the Committee directed the Taxes Department (o
take immediate steps to recover the tax at least in accepted cases and enquired
about the recovery done so far. The Secretary, Taxes Department replied that
¥ 15.46 crore had been recovered, but the Committee pointed out that the amount
recovered was meagre and it includes the amount prior to 2005-06 also.

9. To a gquery of the Committee regarding RR cases stayed by Courts, the
Secretary, Taxes Department apprised that the department has been reviewing such
cases with the help of Advocate General giving priority 10 the case involve larger
amounts. So the cases, which were found not collectable, were written off as per
the decision of the Appellate Authority. H any District Collector finds that, in his
district, the defaulter does not possess any movable or immovable property, he
should report it to other District Collectors for verification of the same in their
" jurisdiction. The case could be reported as irrecoverable only after this due process.
He supplemented that no case was disposed of so far as irrecoverable. Then the
Committee, decided 10 recommend that the Taxes Department should prepare a
realistic account of the arrears pending recovery, after scrutinising the cases in due
process at the earliest. It also urged the Taxes Department that the officials should
act more vigilanily (o speed up the actions to [ift the High court stays. It expressed
its anguish over the fact that the number of appeal stays is increasing year after
year. The Committee directed the Taxes Department to furnish a report detailing
the cases with duration of pendancy and the agency before which the case is
pending. The Committee urged the department 1o take necessary steps o settle the
cases in a time bound manner.

10. The witness, Secretary, Taxes Department informed that strenuous efforts

to realise the arrears were initiated especially in the cases involving larger amount.

395/2016.
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He continued that review meetings were being conducted among District
Collectors to monitor RR proceedings. The Deputy/Assistant Commissioner of
land review the cases and after the first review meeting, collectable demands were
classified as A, 13 & C taking into account of the collectibitity, which is being
updated at regular intervals. He added that a copy of the list prepared had been
forwarded to the Advocate General. 'To a query of the Committee, he assured 0

review the cases stayed by Supreme Court also.

11. The Committee expressed its displeasure over the lethargic attitude ol the
Commercial Taxes Department in revenue recovery proceedings. ‘Then the
Secretary, Taxes Department informed that about 57% of the target could be
achieved during the preceding year. Out of the demand, which had  assigned to
District Collector only 5% was collected. ‘Then the Committee wanted the details

of the cases under court stay for the current year and also for the previous year,

Then the witness, Joint Commissioner (ASD), Commissionerate of Commercial

Taxes deposed that the amount under court stay is not readily available, To a query
of the Committee, the Seccretary, Taxes Department informed that for availing
departmental stay 30% of the assessment amount should be paid by defaulter. The
Committee directed the Taxes Department to take earnest efforts to vacate the stay
granted by different authorities and recover the amount due.

12. The Committee directed the Taxes Department o submit a report with
department wise details of tax arrear categorizing the amount which could be
recover or nol. The Committee observed that even though the mistakes pointed out
by the Audit were accepted by the Government, it stilf recur. So the Committee
decided to recommend that departmental action should be initiated against the

supervising officials who again commit mistakes ol similar nature.

13. The Commitiee was surprised to note that during the year 2009-10 only
T 5.02 crore was realised in 588 cases out of 642 accepled cases involving
X 276.55 crore. The Committee urged the 'Taxes Department 1o furnish year-wise
statement detailing the arrear to be collected and the arrear collected out of the

cases accepted by department.

~
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14, The Committee opined that internal audit wing in the Taxes Department
would function independently if it would be headed by a senior officer from the
Office of the Accountant General. ‘The Committee decided to recommend that the
internal andit wing in the Taxes Department should be strengthened and steps taken
in this regard should be intimated to the Committee.

Conclusion/Recommendation

15. The Committee analyses that Government would incur heavy loss
due to the abolition of entry tax, since Kerala is being a consumer state. So it
recommends to check the feasibility of reintroducing entry tax in Kerala after
complying all the procedures for doing so.

16. The Committee directs the FTaxes Department to furnish a detailed
report on the efforts 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.

17. 'The Committee was at a loss to note that the amount recovered
towards arrear is meagre and directs to take necessary steps to recover tax
at least in accepted cases.

18. The Committee demands the ‘laxes Department to submit a report
with department-wise details of tax arrear categorising whether the amount is

recoverable or not, to it at the earliest.

19. The Committee urges the 'Taxes Department to furnish year-wise
statement detailing the arrear to be collected and the arrear collected out of
the cases accepted by the department.

20. The Committee recommends that the internal audit wing in the
Department should be strengthened and steps taken in this regard should be
intimated to the Committee,

21. The Committee observes that even though the mistakes pointed out
by the Audit regarding tax arrear were accepted by the department, it still
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recur. ‘The Committee admonishes the Taxes Department for the lackadaisical
attitude in this regard and recommends that departmental action should be
initiated against supervising officials who commit similar mistakes.

22. The Commitiee urges the Taxes Department to take earnest effort to
vacate the stay granted by different authorities in a time bound manner and to
recover the amount due,

AUDIT PARAGRAPH
Non-observance of provisions of Acts/Rules

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

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

(ii) allowing exemption of turnover subject to fulfilment of the prescribed

conditions; and ‘
(iii) allowance of inpul tax credit as admissible.

We noliced that the AAs while finalising the assessment did not observe
some of the provisions which resulted in non/short  levy/non-realisation
of tax/interest/penalty of T 463.59 crore as mentioned in the paragraphs
212110 2.12.20.

WORKS CONTRACT
Short levy due to turnover escaping assessment
(CTO Special Circle, Thiruvanonthapuram; February 2010)

Rule 9 of the KVAT Rules provides that where in a warks contract, the
awarder supplies a portion of the goods involved in the execution of the
works contract and deducts the value of the material from the payment
made to the contracior, the turnover of the goods so supplied shall form
part of the total turnover of the awarder as well as the contractor.

An assessee who is the awarder of various work contracts, supplicd materials
10 the contractors for execution in the works contract. The value of materials so

.-

.

"



13

supplied was deducted from the bill of the contractor. tiowever, we Tound that the
value of materials which was recovered from the bill of the contractor amounting
to T 1,871.61 crore supplied by the assessee for the years 2005-06 to 2008-09 was
not subjected to tax by the assessee, This defect was not detected by the assessing
authority which resulted in short levy of tax and interest of ¥ 274.24 crore.

We pointed out the matter to the department and reported o the Government
in May 2010, We have not received any further information (December 2010).
However, we noticed subsequently that the assessments were revised in May 2010
creating an additional demand of X 284.53 crore.

(CTOs Works Contract, Lrnakulam and Thrissur; November 2009 (o
January 2010)

Section 22 of the KVAT Act provides that where the return submitted by a
dealer is with incorrect particulars, the assessing authority shall, afier
recording its reasons, reject the return with due notice to the dealer. The Act
also stipulates that if any dealer files incorrect return and fails to file o fresh
return, the assessing authority shall estimate the turnover of the return

period and complete the assessment to the best of its judgement,

we verified the annual return with the annual accoums of nine assessees in
C'TOs Works Contract, Ernakulam and Thrissur and found that the assessees had
returned considerably lesser tarnover in their annual return than thal disclosed in
annual accounts. Further, the assessees did not limit the exemption claimed to the
eligible limits. These defects were not detected by the assessing authorities which
resulted in short levy of tax and interest of X 17.22 crore.

After we pointed out the defects, the assessing authority stated in one case’
that the difference in turnover was due to the land value. The reply is not
acceplable as the assessee had opted for compounding and hence tax is to be paid
on the whole contract amount,

we pointed out the matter to the department and reported to the Government
in May 2010. We have not reccived their replies (December 2010}

*M/s Yasoram Builders, Ernakulam.



14

+ (CTO Works Contract, Frnakulam; January 2010)

An assessee exccuted works contract valued at T $1.77 crore for the year
2006-07 “on turnkey basis. However, the assessee disclosed a turnover of
1 10.93 crore as lahour element in the annual return and claimed exemption on that
turnover, resulling in underassessment of turnover of T 80.84 crore. 'This mistake
was not detected by the assessing authority which resulted in short levy of tax and
interest of X 13.34 crore.

We pointed out the matter 10 the Department and the Government in May
2010. We have not received their replies (December 2010).

{CTO Works Contract, Ernakulam; November 2009)

The proviso to KVAT Rule 10 (2) (a) provides that when the turnover arrived
at after deducting the eligible deduction, fulls below the cost of goods
transferred in the execution of works contract, an amount equal 1o the cost

of goods transferred in the execution of works contract with profit, if any,

shall be the taxable twrnover in fespec! of such works comtract. Further,

Section 6(1) (f) of the KVAT Act prescribes that the liability to pay tax shall
be, in the case of transfer of goods involved in the execution of works

contract, where the transfer is not in the form of goods, but in some other
form at the rate of 12.5 per cent. Subsequently, it has been provided in the
Act from April 2008 that the tax payable in respect of transfer of declared
goods not in the form of goods but in some other form shall be at the rate
prescribed under the respective schedules.

An assessee, engaged in works contract, claimed exemption under
Rute 10 (2) (a} of the KVAT Rules from the total wurnover of contract receipts and
paid tax on the balance taxable wrnover for the years 2007-08 and 2008-09. We
found that the cost of goods transferred in the execution of works contract along
with the profit element is considerably higher than the wrnover that the assessee
returned. As such, the assessee is liable to pay tax on the cost of goods transferred
in the works contract instead of on the conceded taxable turnover, This defect was
not detected by the assessing authorities which resulted in short levy of tax and
interest of ¥ 16.91 crore. '

[P
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After we pointed out the defect, the assessing authority stated (November
2009) that the cost of goods transferred to works contract includes goods purchased
interstate which had already suffered tax and hence is eligible for exemption. The
reply is not acceptable as the goods purchased interstate ts used in the works
contract at & different State and hence is exigible to tax. The High Court of Tamil Nadu
had held* that the materials brought from outside the State and used in the
execution of works contract within the State is exigible to tax in the State. we
found that the assessing authority issued notice 1o the assessee in December 2008,

We reported the matter to the Department and 1o the Government in May
2010. We have not received their replies (December 2010).

[CTO (WC&LT), Thrissur; September 2009]

As per Section 8(a) (ii) of the KVAT Act, any works contracior having
ST registration, may opt to pay tax at four per cent of the whole contract
amount. Rule 9(1) (c} of the KVAT rules further provides that the total
turnover of a dealer shall be the aggregate of contract amount received or
receivable.

The taxable turnover of a works contract dealer paying compounded tax at
the rate of four per cent for the year 2006-07 was determined by audit assessment
wing as T 10.49 crore even though the assessee had a contract receipt of
I 13.38 crore as per the certified accounts. This resulted in short levy of tax of
T 11.55 lakh.

we pointed out the case 10 the departiment in October 2009 and reported to
the Government in April 2010. We have not received their replies (December 2010).

« JCTO {(WCE&LT], Thrissur; September 2009)

An assessee engaged in works contract conceded s total turnover of
T 2.23 crore in the annual retarn even though he had a contract receipt of
T 4.55 crore as per the certified P&, Account for the year 2007-08. 'This resulted
in escape of turnover of X 2.32 crore and conscyuent short levy of tax and interest
of X 10.78 lakh.

* 1P Associates Vs TNTST and others 2004-05 (10) TNCLJ-165 Mad as cited in the AR(RR) for
‘T'amil Nadu for the year ended 31st March, 2008 (Para 2.10.1.5).
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We pointed out this case to the department in Qctober 2009 and reported
to the Government in April 2010. We have not received their replics
(December 2010).

(CTO Special Circle, Thiruvananthapuram; January 2010)

The CCT" had instructed thar the assessing authorities should cross-check
the details avuilable in the returns filed by the assessee 1o ensure that there

was no evasion of lax by the dealer.

. An assessee who is engaged in the execution of Japan Bank for International
Co-operation (JBIC) assisted Water Supply Scheme for Kerala Water Authority
(KWA) opted for compounding and paid tax on ¥ 15,33 crore for 2007-08. We
cross verified the payments made to the assessee with the records of JBIC available
with KWA and noticed that the assessee was paid T 17.12 crore. The discrepancy
in turnover was not detected by the assessing authority which resulted in short levy
of tax and interest of X 8.60 lakh.

We pointed out the matter to the department and reported to the Government
in May 2010. We have not received their replies (December 2010).

[CTO (Works Contract), Thiruvananthapuram; March 2009]

Where the return submitted under sub-section (1) of the Section 20 is not in
the prescribed manner, the assessing authority shall reject the return as per
the KVAT Act. The Act also stipulates that if any dealer fails to submit a
fresh return, the assessing authority shall estimate the turnover of the return

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

A dealer assessed tax for the year 2006-07 on a conceded twrnover of
T 1.0 crore as per the annual return. However, we found on scrwtiny of the
assessment records that the audited accounts of the assessee revealed a turnover of
T 2.11 crore. This mistake was not detected by the AA which resulted in short fevy
of tax and interest of T 3.36 lakh.

e
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We pointed out the case to the department in March 2009 and reported to the
Government in July 2009. The Government stated in January 2010 that the
assessment had been revised creating an additional demand of X 2.42 lakh towards
tax and ¥ 82,000 towards interest. We have not received further information from
the Government {(December 2010).

[Audit Paragraphs 2.12 to 2.12.1 contained the Report of the Comptroller and
Auditor General of India for the year ended 31 March, 2010 (Revenue Receipts). }

Notes received from Government on the above Audit Paragraph is included
as Appendix 11.

23. Regarding the audit paragraph, the Committee was informed that Rule 9
of the KVAT Rules provides that where in a works contract the awarder supplies a
portion of the goods involved in the execution of the works contract and deducts
the value of the material from the payment made to the contractor, the turnover of
the poods so supplied shall form part of the total turnover of the purchaser as well as
the contractor. But in a case KSEB, the assessec and awarder of various work
contracts, supplied materials to the contractors for execution in the works contract
and the value of materials so supplied was deducted from the hill of the contractor
but the amount was not subjected 10 tax by the assessee. In this regard, the witness,
Secretary, Taxes Department deposed that in that case the awarder, KSEB
purchased the materials locally by paying tax and handed over the same to the
labour contractor as per the agreement and no sale was involved in that case, He
added that it was the practice followed by PWI), KSEB etc. and tax was calculated
after deducting the cost of materials supplied. He submitted that in cases where
materials were purchased locally for which no value addition involved, they should
be exempted from the total turnover in the calculation of tax. At this point the
official from the Office of the Accountant General interfered to inform that all
purchases need not be local purchases and in some cases interstate purchase was
noted. He supplemented that the case pointed out by Audit is not an individual case
and the practice followed in those departments, for calculating tax would result in
considerable revenue loss. So the ‘Taxes Department should re-check the procedure.
The Committee admitted the suggestion put forth by the Accountant General.

395/2016.
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24. Regarding audit objection against M/s Yesoram builders, the Committee
noticed that there was difference of opinion among the Office of the Accountant
General and the Taxes Department. Audil’s view was that the total turnover of
assessee was inclusive of land value in cases of compounding VAT. The Taxes
Department officials argued that the usage in section 8 of whole contract amount
envisages only the turnover related with movable property and therefore value of
land was liable to be excluded from the turnover of contract even if the assessec
had opted payment of tax at the compounding rate for whole contract amount. The
Committee opined that the matter require legal clarification and sought the opinion
of Law Secretary in this regard.

25. The Commitiee in its meeting on 17-6-2015 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. The Committee approved the
Department’s stand that the land value which included in the work contract could
not be levied under VAT.

26, Regarding the Audit Paragraph, the Committee enquired the
circumstances under which labour exemption of ¥ 9 crore was granted to
M/s Nagpul Builders, Ernakulam instead of the initially proposed X 6 crore. Then
the witness, Joint Commissioner (ASI), Commissionerate of Commercial Taxes
apprised that as per accounts of the Company, total contract receipt was
T 1299 crore and taxable turnover was ¥ 7.40 crore. Accordingly labour
exemption was ¥ 5.99 crore, which was evident in the P & L Account. He added
that since when mismatch was noted in figures in P & L Account and Form 13A,
the firm had filed revised 13A. The Committee accepted the explanation of the
department in the case of the M/s Nagpul Builders for the years 2006-07.

27. Then the Commitiee remarked that in rest of the cases the land value was
excluded from the total turnover for assessing tax, which led to audit objection.
The Committee sought the opinion of the Secretary, Law Department in this
regard. Then the Secretary, Law Department informed that Audit’s point of view
was prima facie sustainable since section 8 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 Secretary, Taxes Department defended by citing a
judgement of the Karnataka High Court, the Committee opined that in the
judgement it was also stated that the Government is empowered to realise tax from
the total turnover including land value if the contract is composite, The official
from the office of the Accountant General pointed out that the Supreme Court itself
accepted the notification of Maharashtra 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 should be made. The Committee opined
that since the items that had to be excluded from the contract amount in
compounding cases was not specified in the Act, it would not be justifiable to
exempt the land value from the total turnover of the assessee. It directed the Taxes
Department to provide all details regarding these cases to the Law Department and
urged the Law Department to furnish a report to it in this regard.

28. Regarding the case of M/s Sobha City, Ernakulam, the Joint
Commissioner, (AS]), Comumissionerate of Commercial Taxes explained that the
objection raised by Audit was that the closing balance of stock value of goods i.e.,
X 4547 lakh was not carried over 1o the succeeding year’s opening balance. He
added that major works of M/s Sobha City were executed through their sister
concern M/s Sobha Developers, Thiruvananthapuram and this firm maintains the
accounts related 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 after verifying the book of Accounts of M/s Sobha
Developers for which they sought a period of one month. The Committee urged the
Taxes Department to re-examine the books of accounts of M/s Sobha City and
Sobha Developers at the earliest to settle the issue, It also urged the Taxes
Department to furnish a report detailing the steps taken in this regard.

29. Regarding M/s Afcon Infrastructure Limited the Joint Commissioner
informed that on detailed verification of the revised return filed by the company
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the difference pointed out by AG was nullified. He detailed that the turnover
difference pointed out by Audit was rectified as per the revised return statement.
The Committee accepted the explanation.

30. Regarding Omega Elevators (Ltd.}, the wilness, Joint Commissioner
(ASI), Commissionerate of Commercial Taxes apprised that its registered office is
situated at Ahmedabad and hence all India wise turnover was mentioned in the
P & L Account. He continued that since it came under works contract they filed
both 13 and 13A forms and therein it specified ¥ 2.84 crore as the segregate
turnover for the State of Kerala. The Committee accepted the explanation.

Conclusions/Recommendations

31, The Committee evaluates that the prevailing practice of exempting
the value of material supplied to the contractor by the awarder, for the
calculation of tax is not tenable and exhorts that Taxes Uepartment should
re-check the procedure.

32. Regarding the case of M/s Sobha City the Committee directs the
‘laxes Department to take necessary steps o re-examine the books of accounts
of M/s Sobha City and M/s Sebha Developers and settle errors if any found at
the earliest. It urges the Taxes Department to furnish a report on the steps
taken in this regard.

AUDIT PARAGRAPH
Short levy due te incorrect exemption

» (CIOs : Special Circle II, Ernakulam and Works Contract Mattancherry;
November 2009)

The taxable turnover in relation to works contract in which transfer of
property takes place not in the form of goods but in some other form shall be
arrived at after deducting the amount in respect of lubour charges etc., as
per Rule 10(2)(a) of the KVAT Rules. Further, where the actual turnover in
relation to works contract is not uscertainable from the books of accounts,
the turnover shall be computed after deducting labour and other charges as
given in the table below Rule 10(2) (b).

¥

[F )



21

we noticed in CTOs, Special Circle II, Ernakulam and works contract
Mattancherry that four dealers had assessed turnover in respect of works contract
after deducting expenses much higher than that referred in the Table, even though
the actual expénses in respect of labour and other charges were not ascertainable
from their accounts. ‘This mistake was not detected by the assessing authorities and
rectified which resulted in short levy of tax and interest of X 68.29 crore.

we reported the matter (o the department and o the Government in
May 2010, We have not received their replies (December 2010).

« [CTO (WC&LT), Thiruvananthapuram; March 2009)

An assessce, engaged in the business of inlerior decoration, incorrectly -
availed exemption of T 3.13 crore and T 3.82 crore {from the total turnover for the
years 2005-06 and 2006-07, instead of availing exemption in respect of labour and
other charges at the specified rate of 25 per cent, as these items were Dol separately
ascertainable from the accounts. ‘This resulted in short levy of tax of ¥ 47.34 Jakh.

" We pointed out this defect to the department in April 2009 and reported to the
Government in July, 2009. We have not received their replies (December 2010).

(CT0 Special Circle 11, Ernakulam; November 2009}

Section 5(1) of the CST Act stipulates that a sale or purchase of goods shall
be deemed to take place in the course of the export of the goods out of the
territory of India, only if the sale or purchase either pccasions such export
oris effected by a transfer of documents of title (o the goods afier the goods
have crossed the customs frontiers of India.

An assessee claimed sale of ships as export sales. As per the terms and
conditions, the ships/vessels are delivered at the Shipyard at Cochin and the title,
risk, ownership etc over the vessel were transferred to the buyer and the buyer
takes possession of the vessel immcdiaté]y upon defivery. Hence, the sale falls
within the definition of sale under KVAT Act. Since none of the conditdons
stipulated in the CST Act is fulfilled in this transaction, the cxemption amounting
to T 1,148.09 crore for the period from 2005-06 to 2008-09 given is not in order
resulting in short levy of 1ax and interest of 3 54.70 crore.
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We reported the matter to the department and to the Government in
May 2010. We have not received their replies (IDecember 2010).

(CTOs: Special Circle II, Ernakulam and Works Contract, Ernakulam;
November and December 2009)

Section 10 of the KVAT Act provides for deduction of tax from every
payment, including advance payment to any works contractor in relation to
any works contract awarded. The Act also stipulates that for the above
purpose, the contractor may produce a liability certificate in relation to such
works contract from the assessing authorities showing the tax liability or tax
remittance, as the case may be, of the contractor in relation to the work and
the amount to be deducted from the contract amount is 10 per cent in the
case of unregistered contractor.

We observed in CTQs Special Circle 1I, Emakulam and Works Contract,
Ernakulam that four assessees awarded subcontracts valued at ¥ 267.22 crore and
claimed exemption for the same. The exemption claimed is not allowable as the
condition that liability certificate in relation to such works contract from 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
short levy of tax and interest of ¥ 32.74 crore.

‘We pointed out the matter to the depa::tment and reported to the (Government
in May 2010. We have not received their replies (December 2010).

(CTO, Works Contract, Ernakulam; January 2010)

Section 22 of the KVAT Act stipulates that, where the return submitted is
with incorrect particulars, the assessing authorities shall, after recording its
reasons, reject the return with due notice to the dealer. The Act also provides
that if any dealer files incorrect return and fails to file a fresh return, the
assessing authority shall estimate the turnover of the return period and
complete the assessment to the best of its judgement.

An assessee who is engaged in works contract disclosed for the year 2008-09,

a total turnover of works contract of X 87.16 crore, However, the assessee retorned

(-
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a taxable turnover of ¥ 2.45 crore after claiming exemption for X 84.71 crore
(i.e. 97.19 per cent) on the contention that he received payment of T 2.45 crore
only for that"year. We found that the assessee had received payment amounting to
T 60.70 crore from the awarders of contract. As such the assesse¢ is liable to pay
tax at least on the contract amount received of ¥ 60.70 crore after allowing
deductions as per Rule 10(2) (b) of the KVAT Rules, as the element of labour and
other charges are not separately ascertainable 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 department and to the Government in

May 2010. We have not received their replies {December 2010}.
(CTO Works Contract, Mattancherry; November 20089)

The whole of the contract amount in respect of works contract referred in
Section 8 shall not include amount paid to subcontractors for the execution
of the portion of works‘conrmct if the subcontractor is a registered dealer
liable to tax under sub-section (1) or (1A) of Section 6 and the contractor
étaiming deduction in respect of such amount furnishes a certificate in the

prescribed manner.

A dealer who had opted o 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 contract and hence the subcontractors
were not liable to tax. Further we found that the materials for the works were
issued by the awarder and hence the liability rests with the awarder itself. The
incorrect claim of exemption had resulted in short levy of tax and interest of
X 1.56 crore.

We pointed out the matter to the department and reported to the Government

in May 2010, We have not received their replies (December 2010),
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(CTO Works Contract, Thiruvananthapuram; March 2009)

Rule 9 of the KVAT Rules provides that in @ works contract in which the
transfer of property takes place not us yoods but in some other form, the
taxable amount shail be the whole amount payable o the dealer for
carrying out such contract less the labour charges not incurred in relation
fo the goods involved in the works contract und other charges. Further,
interesi at 12 per cent per annum is leviable for default in payment of tax
within the due date,

An assessee engaged in works contract for the year 2006-07, availed
exemption of T 1.52 crore towards labour and other charges as per the annual
return against an eligible exemption of ¥ 1.25 crore on the total turnover of
X 268 crore as disclosed in the P&L Accounts. This resulted in short levy of tax
and interest of T 4.20 lakh.

We pointed out the matter to the department in April 2009 and reported to the
Government in July 2009. The Government stated in November 2009 that the
assessment was revised and an additional demand of I 4.88 lakh was created,

We have not received a report on recovery (December 2010).

[Audit Paragraph 2.12.2 contained the Report of the Comptroller and Auditor
General of lndia for the year ended 31 March, 2010 (Revenue Receipts). |

Notes received from Governmeat on the above Audit Paragraph is included

as Appendix 11

33. In the case of M/s Leighton Contractors, the department was of the
opinion that since all the contract works awarded were labour contract, it is not
liable 10 pay tax. In this regard the official from the office of the Accountant
General interfered to inform that as per clause 14 of the agreement X 2,14 crore
was shown as total CIF value of imported items. The witness, Joint Commissioner
(ASI), Commissionerate of Commercial Taxes opined that the labour contract

awarded 1o them is not liable to tax and the materials were supplied by

(3.3
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Cochin Refineries. On verifying the records, the Committee understood 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 o take rectifying measures in this regard and furnish a report.
The Secretary, Taxes Department agreed to do so.

34. To a query of the Committee about M/s Infra Housing (P) Ltd., the
witness, Joint Commissicner {ASI), Commissionerate of Commercial Taxes
informed that the firm had not filed the 20E/20H form, since there was not a
subcontract. I the Principal contractor compounds his turnover, the subcontractor
under him need not pay tax, as the tax is being paid for the whole amount of
contract. Then the official from the Office 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 the 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 correct. 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
Department apprised that engineering portion of I 4.70 crore, supply portion of
T 37 crore and construction portion of ¥ 18.90 crore together constituted the total
receipt of X 60.70 crore. The exemption granted in the supply portion as transfer 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 Government had no
power to levy tax on such goods. The Commiftee was informed that if the awarder
transferred the goods, it would be exempted from tax and if the transfer occurred in
the name of the contractor himself, it would be liable to tax. The Committee urged
the Taxes Department to ascertain whether good transfer was carried out by the
awarder or the contractor and to take appropriate action to rectify the mistakes,
if any, noticed on scrutiny.

395/2016.
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36. The Committee accepted the notes furnished by the Taxes Department
regarding short levy of tax and interest of X 4.2 lakh, CTO, Thiruvananthapuram,
without further discussion.

Conclusion/Recommendation

37. The Committee opines that since an amount of X 2.14 crore, the total
CIF value of imported materials was incorporated in the works centract in the
case of M/s Leighton Contractors, it was taxable. So it demands that the Taxes
Department should examine the matter and furnish a report in
this regard.

38. Regarding the audit objection on the exemption granted in the
supply portion lead to a short levy of ¥ 6.70 crore, the Committee
recommends to ascertain whether good tramsfer was carried out by the
awarder or the contractor and to take appropriate action to rectify the
mistakes, if any, noticed on scrutiny.

AUDIT PARAGRAPH
Application of incorrect rate of tax
(CTOs, Works Contract, Ernakulam and Mattancherry; November 2009)

Section 6(1) (f) of KVAT Act as amended from 1st July, 2006, stipulates that
in the case of transfer of goods involved in execution of works contract,

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

leviable at the rate of 12.5 per cent and when transfer is in the form of

goods, tax is leviable at the rates prescribed under the respective schedule.

Eurther, Rule 10(2) (a) of KVAT Rules prescribes that in relation to works

contract in which transfer of property takes place not in the form of goods

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

property involved in the execution of works contract shall be arrived at after
deducting labour and other charges from the total amount received or
receivable by the dealer for the execution of the works contract.

In case of two contractors who were engaged in works contract for the years
2006-07 and 2007-08, where transfer of property took place not in the form of



27

goods but in some other form, the taxable turnover was arrived at after deducting
expenses much higher than that allowable under the Rule. Further, tax was assessed
at various rates ranging from 4 to 20 per cent, instead of at the correct rate of
12.5 per cent. The assessing authorities did not detect these mistakes which
resulted in short levy of tax and interest of ¥ 9.21 crore.

We pointed out the matter to the department and reported to the Government
in May 2010. We have not received their replies (December 2010),

{Three CTOs* : April 2008}

Section 7(5) of the CST Act stipulates that a registered dealer may apply in
the prescribed manner not later than six months before the end of a year to
the authority which granted his certificate for cancellation of such
registration, and the authority shall unless the dealer is liable to pay tax
under this Act, cancel the registration accordingly and where he does so, the
cancellation shall take effect from the end of the year. The rate of tax for the
year 2008-09 as per Section 8(a) (i) of the KVAT Act for a dealer without
CST registration was at the rate of three per cent and as per Section 8(a) (ii)
of the KVAT Act, for a dealer with CST registration, was eight per cen.

We observed in CTOs works contract, Emakulam, Kozhikkode and
Thiravananthapuram, that 18 dealers ‘had applied for cancellation of CST
registration in April, 2008 and the assessing authorities granted permission to
cancel the CST registration in April, 2008 itself. This allowed the dealers to pay tax
at reduced rate for the 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 KVAT Act enables the dealer to cancel
the registration and opt to pay tax under Section 6(5) in 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 opied for
cancellation of CST registration prior to 31 March, 2008 for payment of tax
under Section 8.

% CTOs: Works Contract Emakulam, Kozhikkode and Thiruvananthapuram.
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We pointed out the matter to the department and reported to the Government
in May 2010. We have not received their replies (December 2010].

[Three* CTQs (WC & LT); July 2009 te September 2009]

Any works contractor not registered under the C5T Act may opt (o pay tax at
two per cent of the whole contract amount as per Section 8(a) of the
KVAT Act. The works contractor, not falling under the above clause maypay
tax at four per cent.

Three assessees in works contract having CST registration opted to pay
compounded tax for the years 2005-06 and 2007-08 on the contract receipt of
T 6.63 crore at the rate of two per cent 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 Ociober 2009, the
department stated in December 2009 and January 2010 that in onct case action
was initiated to realise the short levy and in another} case assessment had been
completed in November 2009 creating an additional demand of X 2.35 lakh.
Reports on recovery have not been received (December 2010).

We reported the cases to the Government between December 2009 and
February 2010. We have not received their replies (December 2010).

(CTO Works Contract, Thiruvananthapuram; March 2009)

. .
Section 8(a) of the KVAT Act prescribes that any works contractor, other

than those engaged in the installation of plant and machinery may, opt o

pay tax at four per cent of the whole contract amount. The Act further
stipulates that in the case of transfer of goods involved in execution of works
contract, where the transfer is not in the form of goods, but in some other
form, the rate of tax applicable is 12.5 per cent. Further, under Rule 9 of the
KVAT Rules, deduction admissible towards labour and other charges in
respect of contract receipts for installation of plant and machinery is at the
rate of 15 per cent Interest is ulso leviable at the prescribed rates as
specified under the Act for default in payment of tax within the due dates.

An assessee who executed the works contract of supply and installation of
medical gas system, with vacuum plant and suction unit with regulator, in various
* Alappuzha, Kottayam and Malappuram ' ' '

1 CTO (WC & LT), Kottayam.
} CTO (WC & LT), Malappuram.

A
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hospitals, incorrectly assessed tax al the compounded rate of four per cent on the
gross contract receipts of ¥ 39.92 lakh for the year 2006-07 instead of assessing the
contract receipts at the rate of 12.5 per cent after deducting 15 per cent towards
labour and other charges. This resulted in short levy of tax and interest of
¥ 3.25 lakh.

We pointed out the matter to the department in April 2009 and reported to the
Government in July 2009, The Government stated in November 2009 that the
assessment was revised with an additional demand of X 3.32 lakh. We have not

received further report on the recovery {December 2010).

[Audit Paragraph 2.12.3 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31 March, 2010 (Revenue Receipts}.]

Notes received from Government on the above Audit Paragraph is included

as Appendix I

39. Regarding the short levy of tax and interest of X 9.21 crore, the Secretary,
Taxes Department apprised that the cases are still pending before

the court.

40. When enquired wﬁether the short levy was collected, the witness,
Secretary, Taxes Department informed that out of the two cases pointed out by
Audit, Revenue Recovery Proceedings was initiated in one case. In the case of
Southern Investments its CST Registration was cancelled with effect from
31-3-2008 and so the firm was not liable to pay tax as per section 8(A) (2) for the
year 2008-05.

41. Regarding the case of M/s Neelatt Constructions, the Secretary, Taxes
Department submitted that the firm had filed return and paid X 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
department had collected ¥ 3,06,616 as short levied amount with interest as against
audit objection of ¥ 3,00,000. The Committee accepted the explanation.
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Conclusion/Recommendation

42, The Committee directs the Taxes Department to furnish a report
detailing the present status of the case of short levy of ¥ 9.21 crore

at the earliest.

AUDIT PARAGRAPH
Short levy due to incorrect classification
{Three CTOs* : November 2009 to January 2010)

The Supreme Court had held [M/s Kone Elevator (India) Ltd. Vs State of
Andhra Pradesh in 140 STC 22 (SC)] that sale, erection and commissioning
of a lift is sale and not works contract. In addition to output tax leviable at
dppropriate rates, cess at the rate of one per cent is leviable on the output
tax payable from 2008-09.

‘We noticed that five assessees in CTOs Special Circle I, Ernakulam, Works

Contract, Ernakulam and Works Contract, Thiruvananthapuram incorrectly

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 the
turnover on labour charges incurred. We noticed that the assessing authorities
did not detect this mistake which resulted in short levy of tax and interest of
T 11.24 crore. '

After we pointed out these mistakes the assessing authorities stated that the
Supreme Court decision pointed out in audit had been challenged by the dealer and
had been referred to the constitution hench of the Supreme Court. ‘The reply is not
acceptable as the decision of the Supreme Courl 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 restricts them from taking any coercive steps to recover tax.
*éTOsSﬁechClrcIe 'II, Emakulam, Works Contract, Emakulam and Works Conuract,
Thiruvananthapuram.

i*
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We pointed out the matter to the department and reported to the Government
in May, 2010. We have not received their replies {December 2010).

[Audit Paragraph 2.12.4 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31 March, 2010 (Revenue Receipts).]

Notes received from Government on the above Audit Paragraph is included

as Appendix II.

43. To a query, the Secretary, Taxes Department informed that Accountant
General’s objection was based on a former Supreme Court’s verdict that sale,
erection and commissioning of a lift is sale. In a recent judgement the Supreme
Court held it as works contract. So the cases are not standing.

Conciusioﬁmecommendation
No comments.
AUDIT PARAGRAPH
Short levy due to incorrect computation of tax
[CTO (WC&LT), Kozhikkode; May 2010]

Section 8(a) (ii) of the KVAT Act prescribes that, any works contractor
having CST registration may opt to pay tax al four per cent on the whole

contract amount.

An assessee who had opted to pay compounded tax was having total contract
receipt of ¥ 20.58 crore, He paid tax of X 73.50 lakh instead of ¥ 82.31 lakh. This
resulted in short levy of tax of ¥ 8.81 lakh.

After we pointed out the case to the department in June 2009, the department
stated in November 2009 that notice had been issued to the dealer. We have not
received further report on the recovery (December 2010).

We reported the matier to the Government in January 2010. We have not
received their reply (December 2010).



VALUE ADDED TAX
Short levy due to excess availing input tax credit
(CTO, Special Circle II, FErnakulam; November 2009)

Where any goods purchased in the State are subsequently sent outside the
State or used in the manufacture of goods and the same are sent outside the
State otherwise than by way of sale in the course of interstate trade or
export or where the sale in the course of interstate trade is exempted from
tax, input tax credit shall be limited to the amount of input tax paid in excess
of the rate specified under the CST Act on the purchase turnover of such
goods sent outside the State as per the proviso to section 11(3) of KVAT Act.
The rate of tax applicable under the CST Act was three per cent during
2007-08. Section 11 (7} of the Act further stipulates that, if goods in respect
of which input tax credit has been availed are subsequently used, fully or
partly, for purposes in relation to which no input tax credit is allowable
under the section, the input tax credit availed of in respect of such goods
shall be reversed.

An assessee stock transferred raw materials valued at ¥ 3.44 crore and
90.30 per cent of their finished products for the year 2007-08. However, while
limiting input tax credit to that extent by assessing reverse tax, it was assessed as
X 24.05 crore instead of ¥ 27.32 crore. This resulted in short levy of tax and
interest of ¥ 3.85 crore,

We pointed out the mistake to the department in December 2009 and reported
to the Government in June 2010. We have not received their replies {December 2010)

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

Input tax credit (ITC) shall not be allowed to any amount illegally collected
by way of tax as per proviso to Section 11(3) of the KVAT Act.

A dealer availed ITC of X 35.75 crore on local purchases of goods valued at
X 828.35 crore as against the eligible claim of ¥ 33,13 crore for the year 2007-08
which was not detected by the assessing officer. This resulted in short levy of tax
and interest of ¥ 3.11 crore.



33

We pointed out the mistake to the department in December 2009 and
reported to the Government in May 2010. We have not received their replies
(December 2010).

(IAC, Kattappana; 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 officer. This resulted in short levy of tax
and interest of { 4.53 lakh,

We pointed out the mistake to the department in January 2010 and
reported to the Government in May 2010. We have not received their replies
{(December 2010).

(CTO, Special Circle, Malappuram; March 2009)
During 2005-06 and 2006-07, the rate of tax under the CST Act was four per cent.

A dealer who effected interstate stock transfer of ayurvedic products for
% 16.38 crore and ¥ 19.02 crore during 2005-06 and 2006-07 respectively, claimed
the entire input tax credit without limiting it to tax paid in excess of four per cent
on stock transfer outside the State which was not detected by the
assessing officer, This resulted in short levy of tax and interest of ¥ 41.69 iakh.

We pointed out the mistake to the department in April 2009 and reported to the
Government in December 2009. We have not received their replies (December 2010),

(CTO, Special Circle, Mattancherry at Aluva; September 2009)‘

Input tax credit shall not be allowed as per Section 11(5) of the KVAT Act
for the purchase of goods which are used in the manufacture, processing or
packing of goods specified in the first schedule to the Act. Coconut oil and
coconut oil cake are included in first schedule with effect from 1st 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 ¥ 8.41 lakh
for the month of May and June 2007 on the purchase turnover of copra. This
resulted in excess availing of ITC of ¥ 8.41 lakh and consequent short levy of tax
and interest of X 9.92 lakh.

385/2016.



34 % o

We pointed out the mistake 1o the department in October 2009 and
reported to the Government in May 2010. We have not received their replies
(December 2010).

* (CTO, Special Circle, Kasaragod; 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 total sales turnover relates
to consignment and stock transfer, the input tax credit availed corresponding to this

turnover was not deducted and the assessing officer had not detected this mista_ke.'

This resulted in short levy of tax of ¥ 6.69 lakh.

After we pointed out the mistake to the department in September 2009; the
department stated in December 2009 that notice had been issued to the assessee.
We have not received further reply from the department (IDecember 2010).

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

[Audit Paragraphs 2.12.5 to 2.12.6 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31 March, 2010 (Revenue Receipts).|

- Notes received from Government on the above Audit Paragraphs included
as Appendix IL

Conclusion/Recommendation
No remarks. |
AUDIT PARAGRAPH
Application of incorrect rate of tax
{19* CTOs; August 2008 to November 2009)

The KVAT Act provides that batteries and parts thereof, petroleum bitumen
(up to 30th June, 2006), lead oxide, mansion polish, harpic, lizol, biscuits of
all varieties and pickles sold under a brand name, speakers etc., handloom

* AIT & CTO Alappuzha, Special Circles: I Ernakutam, 11 Ernakulam, Kasaragod and Palakkad CTQs:
Chalakudy, First Circle Changanacherry, Chitwr, First Circle Kannur, Third Circle Kannur,
Koothuparamba, First Circle Kozhikkode, Second Circle Kozhikkode, Fourth Circte Kozhikkoce,
Manjeri, Neyyattinkara, Payyannur, First Circle Thiruvananthapuram  and  Second  Circle
Thiruvananthapuram.

ra
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cotton tapes, medicated toothpowder and toothpaste, epoxy powder, supari,
black and red oxide, dettol, detergents, doors, windows and their frames and
thresholds for doors of aluminium and plastic, prickly heat powder and
similar medicated body powder, adhesive tape and cosmetics are taxable at
the rate of 12.5 per cent and brunded soft drinks excluding soda and
refrigerators and their spare parts are taxable at the rate of 20 per cent from
July 2006 to March 2007. The Act also stipulates that expeller variety of
sesame oil cake and frozen marine products are taxable at the rate of
four per cent. The Act further prescribes that where sale is to or by military,
air force or NCC canteen and canteen stores department, the tax payable
shall be at half the rate applicable to such goods as per proviso to
Section 6(1) of the KVAT Act. The High Court of Kerala had held that Nycil
prickly heat powder is medicated taicum powder and net a drug or medicine
and that, purchase of vehicles through CSD is not eligible for the
concessional rate of tax as motor vehicles are sold not to CSD but to defence
personnel, Further, interest at 12 per cent per annum is leviable for default

in payment of taxes within the due dates.

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

applied incorrect rate of tax on various commodities having a total taxable turnover
of T 23.66 crore. In spite of the specific provisions in the Act, these mistakes were
not detected by the AAs which resulted in short levy of tax and interest of

% 2.40 crore as detailed below:

_Sl. Assessment circles Commaodity | Rate  Turnover| Short |
. No. Month of Audit Assessment year E applicable %) levy
Rate ‘ )
| applied
1 2 3 * 4 5 6
1 C10, Special Circle, |Battery 2005-06and | 12.5 6.69 7234
Palakkad, March 2009 |2006-07 4 | crore | lakh

After we pointed out the case to the department in May 2009, the
department stated in June 2009 that notice under Section 25 (1) had been
issued in June 2009. We reported the defect to the Government in

February 2010. We have not received their reply (December 2010).
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2 L3 i 5 | 6
| — | - ]
CTO, Speciai Circle,| Petroleum bitumen " 125 [ 2.69 i 31.45
Kasaragod, August 2009 | 2005-06 and 2006-07 J 4 crore { lakh |

After we pointed out the case in September 2009, the department stated in
December 2009 that the assessment had been revised hased on audit

observation. We reported the matter to the Government in March 2010. We

have not received their reply (December 2010). J
h R S
. !
CTO, Special Circle II, | Motor Vehicles i 12.5 161 [112.89
f
Ernakulam, 2005-06 and | 625 crore E lakh
March 2009 2006-07 | |

We pdinted out the mistake to the department in April 2009 and reported
to the Government in May 2010. We have not received their replies

(December 2010).

| e K
1 CTQ, First Circle, Lead Oxide 2005-06 125 1 121 !12.87
Changanacherry, | and 2006-07 4 | crore ‘ lakh i

{ H

{ December 2008 i :
_— — — S N S

We pointed out the case to the department in January 2009 and reporied
to the Government in February 2010. We have not received their replies

(December 2010).

N ——
CTO, Special Circle I, |Nycil prickly heat 12.5 | 1.07 i12 42

Ernakulam, April 2009 | powder 2005-06 4 i crore jlakh

PRI (P RSV EOVOT—

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

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

replies (December 2010).

[}

"
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5 2 ! 3 4 5 6

|
AIT & CTO, | Coiton tape 2005-06 125 97.87 (12.23
Alappuzha, , land 2006-07 0 lakh lakh
June 2009 !

After we pointed out the case in July 2009, the department stated in
September 2009 that the assessmenis were revised. Report on recovery has
not been received. We reported the case to the Government in January 2010,
‘We have not received their reply (December 2010).

1
Medicated tooth 12.5 ‘ 78.06 | 8.90
lakh | lakh

CTO, Chittur,
August 2009 tpnwder and toothpastei 4
Lzoos-os to 2007-08 !

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).

o 1
CTO, Second Circle, }Branded Soft 20 i 7510 | 6.87
Thiruvananthapuram, ‘ drinks 2006-07 125 | lakh | lakh
February 2009 | 3

After we pointed out the case, the department stated in October 2009 that
the assessment had been revised in September 2009. We reported the matter
to the Government in March 2010. We have not received their reply
(December 2010).

CTO, First Circle, i Epoxy powder I 125 76.67 | 6.52

| Kannur, August 2009 | 2005-06 10 2007-08 | 4 lakh | lakh

After we pointed out the case in September 2009, the department 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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— T

e —

g
1 2 i 3 ! 4 5 ) i
e e e e - S
J f
10 | CTO, Fourth Circle, Doors, windows and 12.5 | 57.76 | 5.89
Kozhikkode, their  frames and 4 i lakh ! lakh \
! November 2009 thresholds for doors of | i ‘ 1
aluminium, plastics etc. ' ; |
. |
2007-08 l | !
We pointed out the case to the department in December 2009 and reported
to the Government in February 2010. We have not recmved their replies|
(December 2010).
- e —
11 | CTO, First Circle, Mansion polish, harpic,; 125 | 51.97 J 5.81
| :
! Changanacherry, lizol, shoe polish &i 4 i fakh : lakh i
| December 2008 brasso 2005-06 and! : ! ) ’
. I |
A I R
We pointed out the case to the department in January 2009 dl’]d reportod mg
‘ the Government in February 2010. We have not received their rcphcq|
i‘ (December 2010) i
e e I T
1 12 | CTQ, Second Circle, iAdheswe dee | 125 ? 56.27 | 5.55 J
Kozhikkode, | 2005-06 to I 4 | lakh | lakh |
June 2009 [ 2007—08 [ : | :
We pointed out the mistake to the depanmem in July 2009 and reporiedr
to the Government in May 2010. We have not received their rephesi
(December 2010).
S - |
13 | CTO, Second Circle, lBlSCUltS sold underl 12.5 ‘ 53.91 [ |
Thiruvananthapuram, |brand name 2005- OGi 4 ’ lakh 5.34 !
i Febreary 2009 - tand 2006-07 : i lakh ‘ i

R a1 1
,,,,,,, SO A JE

After we pointed out the case in March 2009, the department stated in'
October 2009 that the assessments for the years have been revised. We
reported the matter to the Government in March 2010. We have not received
their rep]y (I)ecember 2(10).

—— - — —_—— e e
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N —

L
14

T 2 i 3 N B 4 T 5 6
i December 2008 |
|

97.43 | 485

CTO, Neyyattinkara, | Expeller variety of 4
[ 0 lakh lakh

sesame oil cake
{2005~06 to 2006-07

_————— S N

We pointed out the mistake to the department in January 2009 and
reported to the Government in November 2009. We have not received
their replies (December 2010).

15

* June 2009 12005-06 ; 4 lakh lakh

1

CTO, Koothuparamba, lSupari (Betel nut) [ 125 . 40.88 | 4.83

—d

;
|

i

e e

| CTO, Third Circle, EOxrdes 2005-06 125 33.98 398

16

! September 2009 that notice had been issued to the assessee. We have no_tl

to the Government, we have not received their reply (December 2010).

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

received further information. We reported the matter to the Government in
January 2010 We have not recewed their reply (December 2010).

Kannur, June 2009 { 4 ¢ lakh lakh

L.

After we pointed out the case in July 2009, the department stated in August
2009 that notice had been issued to the assessee. After we reported the case

17

| Kozhikkede, August 2009 | 2007-08 4 Iakh lakh

CTO, First Circle, Dettol 12.5 50.92 3.82

After we pointed out the defect to the department in September 2009 and
reported to the Government in February 2010, we have not received their
replles (December 20] 0)

18

* August 2009  2005- 06 I 0

e """"_T j—

T T 'E"——"'_
CTO, Payyannur, [( osmetics 12 5 ; 21.31 L 3.73 1
\

iakh i lakh !

After we pointed out lhe m:stake to the departmem in October 2009 the
department stated in February 2010 that assessment was revised u/s 25(1)1
and tax determined as 2.72 lakh. We have not received further report on
recovery from the department (December 2010). We reported the
mistake to the Government in May 2010. We have not received their replies

(December 2010). J
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; ' T
1 2 3 | 4 L 5 6
19 |CTO, Manjeri, Pickles sold under F 12,5 { 4361 | 371
August 2008 a brand name | 4 | lakh j‘ lakh
2005-06 and 2006-07 | _l

After we pointéd out the case to the department in October 2008 and!
reported to the Government in December 2008, the Government stated in
November 2009 that the assessments were revised in May 2009 and an|
additional demand of ¥ 3.71 lakh created. We have not received furtheri
report on recovery (December 2010).

1

20

CTO, First Circle, | Speakers 125 (2031|331
Thiruvananthapuram, |2005-06 |4 . ! lakh |lakh

January 2009 | | i }

S Y S

Alfter we pointed out the case to the department in March 2009 and reported
to the Government in July 2009, the Government stated in October 2009
that assessment had been reopened under Section 25 of the Act and|
additional demand created was demanded from the dealer. We have not!
received further report on recovery (December 2010).

21

CTO, Special Circle 11, | Frozen Marine ‘ 4 l 67.19 %3.17 !
Ernakulam, October 2008 | products 2007-08 J!O J.lakh tlakh

‘We pointed out the mistake to the department in December 2009 and
reported to the Government in May 2010. We have not received their replies
(December 2010).

e B | Rk ‘1.

22

Thiruvananthapuram, | spares 2006-07 1125 Iakh lakh |
January 2009 ! ] | J

[

CTQ, First Circle, Refrigerator and | 20 ‘ 32.29 ! 293 |

We pointed out the mistake to the department in March 2009 and reported to
the Government in July 2009. The Government stated in October 2009 that
the assessment had been revised in May 2009 and balance tax and interest
of X 4.72 lakh demanded out of which the assessee had remitted an amount
of T 80,000. We have not received further report on recovery of balance

amount (December 2010).

_— .




S ey

1 1 2 | 3 ‘} 4 ’ 6
P23 l(JI() (,hdlakudy, ]Bdtu‘rwb and L 125 ‘ 28.07 293 1

& LMarch 2003 Ldeten'gems 2006-07 Il 4 ‘ !akh I ldkh ‘

| |We pointed out the case to the department in March 2009 and reponed o
i ‘the Government in December 2009. We have not received their replies;

|
| (])ecembor 201{)) |

e
24 iuo Special Circle 1, | Motar Vehicles ©125 4689 293
‘Frnakulam March 2009 | 2005-06 and 2006-07 | 6.25 | Jakh [ lakh

e R T U S S ——

|After we pointed out the mistake in March 2009, the assessing authorny3

% stated that the assessee had sold the goods to CSD and all the sale bills were
i |raised in the name of CSD. The reply is not correct in view of the judicial |
| pronouncement as vehicles are sold in the names of personnel and not in the

name of CSDs as CSDs cannot take registration in their name.

We pointed out the mistake to the department in May 2009 and reported to
the Government in May 2010. We have not received their replies (December|
| Y |
|2010). ,‘

(CTO, Special Circle, Mattancherry at Aluva, September 2009)

High Court of Kerala had held (MP Agencies Vs State of Kerala reported in
18 KTR 82) that ujala supreme and ujala stiff and shine are not industrial
raw materials coming under list A of third schedule to the KVAT Act but are
commodities taxable at 12.5 per cent under the Act. Further, sales (o canteen
stores department are taxable at half the rate applicable under proviso o
Section 6(1) of the KVAT Act.

A dealer assessed tax for the year 2007-08 on the sales turnover of ujala
supreme valued at ¥ 2.36 crore at the rate of four per cent and the sales turnover of
ujala stiff and shine valued at X 9.43 lakh to canteen stores department at
two per cent instead of at the correct rate of 12.5 per cent and 6.25 per cent
respectively. This resulted in short levy of tax and interest of T 23,94 lakh.

395/2016.
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we pointed out the mistake to ihe department in October 2009 and
reported o the Government in May 2030, We have not received their replies
{(IDecember 2010).

[Anglit Paragraph 2.12.7 contained in the Report of the Compiroller and
Auditor General of India for the year encled 31 March, 2010 (Revenue Receipts). ]

Notes received from Government on the above Audit Paragraph is included

as Appendix 11,

44. Regarding the cases mentioned in the audit paragraph, the Joint
Commissioner (ASI), Commissionerate of Commercial Taxes informed tha
assessment for the year 2005-06 had been completed and levied tax accordingly.
But the assessment {or the year 2006-07 has to be completed.

45. To a query the witness, Joint Commissioner (AS]), Commissionerate of
Commercial Taxes informed that stay has not been vacated. He reiterated the
departments stand that since the product ‘Dantha Davana Choornam’ is medicated
dental powder, it should be included in the Schedule V(A). But the Company
argues that the product is an ayurvedic medicine so only 4% tax is applicable. The
Committee reprimanded the officials appeared before the Committee without
studying the case in detail. The Committer remarked that the case of
KP Namboodiris Dantha Davana Choornam was settfed in the year 2010 itsell
taking into account that the product was manufactured with Ayurvedic Drug

Licence and so their argument was substantial.

46. When the Committee was informed that the commodity, PVC protile was
taxable at the rate 4% only and there was no loss of revenue, the official from the
Office of the Accountant General interfered o tnform about the common practice
of transporting PVC door unit earmarked as PVC profile to save tax. The
companies claim that labourer make door using the PVC profile according to the
need of the customer, So the material could not be considered as door. Then the
Committee directed the YTaxes Department to look iato the matter and to take

lecessary steps to curtail tax evasion.

-

13
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47. 'The Committee enquired the reason for the collection of T 33 thousand
as against the short levied amount of T 534 lakh pointed out by Audit. The
witness, Joint Commissioner (ASI[), Commissionerate of Commercial Taxes
submitted that if the commodity is a branded item, tax wouald be levied at the rate
of 12.5% otherwise the rate is 4% only. In this case the major portion of product
purchased and sold by the dealer were unbranded so paid the tax at 4% rate and
only negligible amount was paid at the ratc of 12.5% for the branded item. The

Committee accepted the explanation.

48. Reparding the audit objection the department’s contention was that in the
Malabar region dry arecanut is known as supari and it is taxable only at the rate of
4%. Then the official from the Office of the Accountant General stated that it was
not evident whether it was purchased locally or not. The Committee opined that the
name ‘new supari’ might be a branded item and directed the Taxes Department to

verify the case and report to it.

49. To a query the Joint Commissioner {ASI), Commissionerate of
Commercial Taxes informed the Committee that the STAT, Frnakulam had granted

stay against the order of the appellate authority.

50. When cnquired about the amount collected so far, the witness, Joint
Commissioner (ASI}, Commissioner of Commercial Taxes apprised that the total
assessment of ¥ 3.86 lakh was later modified on appeal as ¥ 1.2 lakh and intimated

to Revenue Recovery Authority.

=

51. Regarding the audit paragraph, the Joint Commissioner (ASI),
Commissionerate of Commercial Taxes deposed that assessment had been revised.
The appeal filed in this regard was disposed since the item was fresh and it was not
liable 10 tax. When informed that the Audit was referred about an item once
exporied and returned back due to some reasons, the Commiltee emphasized that
since the item was returned exported item, it might be frozen and directed the

Taxes Department to take necessary steps Lo reassess the case.
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92, To a query of the Committee regarding the sales to Canteen Stores
Department  the  witness Joint Commissioner  {ASI), Commissioneraie  of
Commercial Taxes replied that T 2,79,000 as tax and an amount of T 1,434,027 as
interest is to be realised and Revenue Recovery proceedings had been initiated Lo
recover the amount,

53. The Committee was informed that the case reported at C1'O, Special
Circle, Mattancherry was still pending before the Court.

Conclusion/Recommendation

54, The Committee observes that traders followed the practice of
transporting PVC door units under the classification of PVC profile and
thercby escaped from paying tax at the required rate. The Committee views it
not tenable and recommends that Taxes Department should take necessary
steps io curtail such kind of tax evasion.

55. With regard to the tax realisation at 4% for the branded item ‘new
supari’, the Committee demands that Taxes Department should re-examine
the case and report.

56. The Committee was astonished to note that the item categorised as
fresh, was ence exported and returned and reprimands the Taxes Department
for the slothful attitude commenting that they should conduct physical
verification of items while inputting tax rather than relying on the statements
filed by the clients. It exhorts the ‘Taxes Department to reassess the case
at the earliest.

57. The Committee urges the Taxes DDepartment to furnish the present
status of the RR proceedings taken against Canteen Stores Department.

AUDIT PARAGRAPH
Short levy due to excess availing of special rebate
(CTO, Special Circle, Ernakulam; March 2009)

Where the goods in respect of which tax under Section 6(2) of the Act has

been paid, are sent outside the State or used in the manufacture of goods

e

o
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and the same are sent outside the Stute, otherwise than by way of sale in the
course of interstate trade or export or where the sale in the course of
interstate trade is exempted from tax, the special rebate under this section
shall be limited to the amount of such tax paid in excess of four per cent as
per proviso to Section 12 of KVAT Act.

An assessee who effected interstate stock transfer of gold ornaments valued
at X 151.04 crore for the year 2006-07 availed special rebate for the entire purchase
instead of limiting it to the eligible limit. This resulted in short levy of tax and

interest of X 1.67 crore.

We pointed out the mistake to the department in May 2009 and reported (o
the Government in June 2010. We have not received their replies (December 2010).

* [CTO, Special Circle (produce), Mattancherry; July 2009}

An assessee effected interstate stock transfer of tea manufactured by him
valued at T 29.88 crore during 2006-07. However, the assessce did not limit special
rebate to that extent. This resulted in short levy of tax and interest of T 5.96 lakh.

We pointed out the mistake to the department in August 2009 and reported o
the Government in June 2010. We have not received their replies (December 2010),

(CT0O, Special Circle 11, Ernakulam; November 2009)

As per Section 12 (1) (a) of the KVAT Act, in calculating the net tax payable,
special rebate equal to the tax paid under Section 6(2) of the KVAT Act shall
be deducted.

An assessee who had not disclosed purchases from unregistered dealers,
availed special rebate of T 7.46 lakh for the year 2007-08. This resulted in short
levy of tax and interest of ¥ 8.87 lakh.

We pointed out the mistake to the department in December 2009 and
reported to the Government in May 2010. We have not received their replies
{December 20140),
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* (CT'0, Special Circle, Kasaragod; August 2(05)

A dealer claimed special rebate relating to (he purchase tax paid during the
year 2006-07 valued at T 6.49 lakh for the year 2007-08. However, the assessce
had already claimed the entire special rebate for the year 2006-07 in (hat year itself
which was not detected by the assessing officer. This resulted in short levy of tax
of ¥ 6.49 lakh.

After we pointed out the defect to the department in September 2009, the
department stated in Jecember 2009 that notice had been issued to the assessee.

We have not received further report on recovery (December 2010).

We reported the mistake to the Government in May 2010. We have not

received their reply (December 2010).

|Audit Paragraph 2.12.8 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31 March, 2010 (Revenue Receipts).]

Notes received from Government on the above Audit Paragraph is included

as Appendix II.

58. The witness, Joini Commissioner (ASI), Commissionerate of
Commercial Taxes informed the Committee that the stay had been vacawed and
reassessed the case. On verification it was found that AG's figure was not correct
and the amount short levied was only T 85,94,300. He submitted that the variation
was occurred since 50% of the input was disallowed. The firms claimed that 50%
of the high value costumes and ornaments {rom showrooms putside the state were
returned back 1o them for re-polishing the same, and they send back the items after
re-polishing. He informed that the AG’s observation that fifty per cent of the items

were locally purchased was correct.

P

59. When enguired how the balance of entry tax was adjusted, the Joint
Commissioner {ASI), Commissionerate of Commercial Taxes deposed that since
the purchase tax due on 31-3-2007 and the special rebate admissible were the

same, there was no difference in the amount.
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Conclusion/Recommendation

No comments.,

AUDIT PARAGRAPH

Short levy of output tax

(CTO, Special Circle I, Frnakulam; May 2009}
Where any dealer detects any omission or mistake in the annual return
submitted by him with reference (o the cudited figure, he shall file revised
annual return rectifying the mistake or omission along with the gudit
certificate as per Section 42(2) of the KVAT Act. Where, us a resuit of such
revision, the tax lability increases, the revised return shull be accompanied
by proof of payment of tuax, inierest due thereon and penal interest,

calculated at twice the rate of interest,

A dealer availed input tax credit of X 32.97 lakh on purchase for the year
2006-07 valued at X 3.97 crore. However, as per the certified accounts, the
purchases from the VAT dealers were vaiued at T 15.06 lakh. In spite of this, no
action was taken by the assessing officer (o get the return revised or to disallow the
excess input tax credit and realise the differential tax, This resulted in short levy of

tax, interest and penal interest of ¥ 53.61 lakh.

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

the Government in May 2010. We have not received their replies (December 2010}
(CTO, Special Circle 1, Ernakulam; April 2009)

A dealer assessed outpus tax on sales turnover of T 112.37 crore as conceded
in the return for the year 2006-07, even though local sale as per the certified
accounts for that year was ¥ 113.37 crore. However, no action was taken to revise
the return and pay differential tax. This resulted in short levy of tax, interest and

penal interest of ¥ 24,05 lakh.
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We pointed out the mistake o the department in May 2009 and reported to
the Government in May 2010. We have not received their replies {December 2010).

(CTO, Special Circle, Mattancherry at Aluva; September 2009)

A dealer in steel availed input tax credit of T 57.06 lakh for the year 2007-08
on the purchase turnover of ¥ 14.19 crore as conceded in the annual return.
IHowever, as per the certified accounts, the assessee was eligible for an inpul lax
credit of ¥ 49.30 lakh only on the purchase turnover of T 12.2€ crore, This resuited

in short levy of tax, interest and penal interest of R 11.73 lakh.

We pointed out the mistake to the department in October 2009 and
reported fo the Government in May 2010. We have not received their replies

(December 2010).
fCTO, Special Circle (produce), Mattancherry; June 2009}

A dealer failed lo assess tax on DEPB licence for the years 2005-06 to
2007-08, valued at X 1,57 crore. Even though this tact was available in the audited
accounts, the AA failed to detect it and levy tax during scrutiny of the return. ‘This

resulted in short levy of tax, interest and penal interest of X 10.55 lakh.

After we pointed out the mistake the assessing officer stated in July 2009 that
the assessee remitted T 6.30 lakh in July 2009 of which ¥ 1.42 lakk was adjusted

against interest and the balance against tax (December 2010).

We reported the mistake 10 the Government in May 2010. We have not

received their reply (Ddecember 2010).
{CTO, Special Circle 11, Ernakulam; March 2009)

A dealer availed inpat tax credit of ¥ 51.55 lakh for the year 2006-07 on the
local purchases valued at X 7.23 crore. However, the certified actounts revealed a
local purchase turnover of ¥ 6.04 crore only which was not detected by the
assessing officer and the excess claim disallowed. This resulted in short levy of 1ax,

interest and penal interest of X 8.03 lakh.
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We pointed out the mistake to the department in April 2009 and reported to
the Government in May 2010. We have not received their replies {December 2010).

[Audit Paragraph 2.12.9 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31 March, 2010 (Revenrue Receipts).]

Notes received from Government on the above Audit Paragraph is included
as Appendix IL.

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 1o the tune of ¥ 20,42,240
and T 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 dispensed with. Then the Joint
Commissioner (ASI), Commissionerate of Commercial ‘Taxes remarked that from

" the report furnished from the sub offices, it seems in the P & L accounts both had

different rates.
Conclusion/Recommendation
No commeits,
AUDIT PARAGRAPH
Short levy due to incorrect allowance of discount
(CTO, Special Circle, Mattancherry; January 2009)

Explanation III (ii) under Section 2(lii) of the KVAT Act stipulates that
any discount on the price allowed in respect of any sale where such
discount is shown separately in the tax invoice 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 turnover,

395/2016.
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An assessee incorrectly excluded from the turnover, discount amounting to
T 12.37 crore and ¥ 1.17 crove for the years 2005-06 and 2006-07 respectively
which were not shown in the invoices raised by the dealer. This resulted in short
levy of tax of X 54.18 lakh.

We pointed out the matter 1o the department in February 2003 and reported
to the Government in April 2010, We have not received their replies
(December 2010).

s (CTO, Special Circle I, Ernakulam; November 2009)

A dealer collected tax on the entire invoice price for the years 2005-06 and
2006-07 and subsequently allowed discount through credit notes and excluded the
discount from taxable turnover which was not detected by the assessing officer
and the discount thus claimed was not disallowed. This resulted in short levy of tax
of ¥ 39.66 lakh.

We pointed out the mistake o the department in March 2010 and reported to

the Government in May 2010. We have not received their replies (December 2010).
(CTO, Nedumkandam; May 2009)

Input tax credit shall not be available in respect of the tax paid on the
turnover subsequently allowed as discount as per proviso to Section 11 (3) of
the KVAT Act.

A dealer in cement and Asbestos Cement sheet received an.amount of
T 24.83 lakh for the years 2006-07 and 2007-08 as discount subsequent to sale, but
availed input tax credit on the entire purchase turnover instead of limiting it to that
extent. This resulted in excess availing of input tax credit of X 3.10 lakh.

After we pointed out the mistake to the department in June 2009 and reported
it 1o the Government in January 2010, the Government stated in March 2010 that
notice had been issued to the dealer to revise the assessment. We have not received
their further reply (December 2010).

i



51

Short levy due to incorrect computation
(CT0, special Circle I, Ernakulam; November 2009)

Where the return submitted is with incorrect particulars, the assessing
officer shall, after recording reasons, reject the return with due notice to the

dealer,as per Section 22 of the KVAT Act. The AA shall estimate the turnover
of return 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 X 43.33 crore instead of as X 42.98 crore. However, the return was not rejected
by the assessing authority. This resulted in short levy of tax and interest of
X 41.65 lakh.

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

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

'(CTO, Special Circle I, Ernakulam; March 2009)

Gold, silver and platinum ornaments are taxable at the rate of one per cent
up to 30th June, 2006 and thereafter at the rate of four per cent as per
schedules I and III to the KVAT Act. -

A dealer assessed output tax on the sales turnover of gold ornaments valued
at X 343.63 crore_for the year 2006-07 as ¥ 10.50 crore instead of ¥ 10.64 crore
which was not detected by the assessing officer. This resulted in short levy of tax
and interest of X 17.18 lakh.

We pointed out the mistake to the department in May 2009 and reported to
the Government in May 2010, We have not received their replies (December 2010).
(CTO, Tirur; April 2009)

Section 8(f) of the KVAT Act stipulates that a dealer 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 that year at one hundred and
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fifty per cent of average monthly tax. Further, the compounded tax payable

for the year 2007-08 by a dealer who exercised option for compounding

under this clause between 1st December, 2006 and 15th March, 2007 shall
be one hundred and fifteen per cent of the compounded tax fixed for the year
2006-07 or tax collected as per accounts, whichever is higher. Section 22(2}
of the Act further stipulates that a dealer whose return is rejected may file a
fresh return curing the defects together with proof of payment of tax and
interest on the tax payable at the rate of 12 per cent per annum for the

period from the due daie of filing of return till the date of filing of fresh return.

The compounded tax for the year 2006-07 of a dealer in gold ornaments who
commenced business on 18th February, 2007, was fixed incorrectly by the AA due
1o reckoning of turnover from the period 18th February, 2007 to 28th February, 2007
as the turnover for one month instead of taking this turnover as that for 11 days and
accordingly arriving at the turnover for one month. This resulte¢ in short
assessment of tax and interest of T 10.12 lakh for the year 2006-07 and 2007-08.

We pointed out the case to the department in June 2009 and reported to the
Govemment in November 2009. The Government stated in February 2010 that the
self assessment returns filed by the dealer had been revised based on the audit
objection creating an additional demand of X 8.91 lakh towards tax and X 1.47 lakh
towards interest and advised for revenue recovery. We have not received further
report on recavery (Decermber 2010).

(CTO, Special Circle I, Ernakulam; April 2009)

Interstate sales turnover not covered by declaration in Form C is taxable at
the rate of 10 per cent or ai the rate applicable to the sale or purchase of
such goods inside the State, whichever is higher as per Section 8(2) (b) of
the CST Act.

A dealer self assessed tax on the interstate sales turnover of X 1 crore
as disclosed in the annual return, even though the certifie¢ accounts
reflected an interstate sales turnover of X 2 crore. This resulted in short levy of tax
of ¥ 10.07 lakh.

1L
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We pointed out the mistake to the department in April 2009 and reported to
the Government in May 2010. We have not received their replies (December 2010).

Short levy due to turnover escaping assessment
(CTO, Special Circle, Palakkad; February 2010)
Sale price includes excise duty also as per Section 2 (xliv) of the KVAT Act.

A manufacturer and dealer in tread rubber, did not assess the turnover relating
1o excise duty and cess amounting to ¥ 12.08 crore collected for the year 2006-07.
This resulted in short levy of tax and interest of ¥ 64.76 lakh.

We pointed out the mistake to the department in April 2010 and reported to
" the Government in May 2010. We have not received their replies (December 2010).

(IAC, Kattappana; November 2009)

Transfer of Fight to use any goods for any purpose, whether or not for a
specified period, is liable to tax at four per cent at all points of such
transfer as per Section 6(1) (c) of the KVAT Act. High Court of Kerala had
held [M/s Kreem Foods Private Limited Vs State of Kerala reported In
(2009) 24 VST 333] that royalty received in transfer of right to use trade
mark is liable to tax at the rate of four per cent.

A dealer in hawai chappals, umbrella and school bags received royalty valued
at-X 1.36 crore for the years 2005-06 to 2007-08 in respect of transfer of right to
use their trade mark, which was not assessed to tax. This resulted in short levy of
tax and interest of X 7.27 lakh.

We pointed out the mistake to the department in January 2010 and reparted to
the Government in May 2010. We have not received their replies {December 2010).

Short levy due to application of incorrect rate of input tax credit

Collection of tax at a rate higher than that applicable to such goods is
illegal and no input tax credit shall be allowed to any amount illegally
collected by way of tax as per proviso to sub Section 3 of Section 11 read
with Section 30(3) (a) (ii) of the KVAT Act.
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We found in the scrutiny of records in six offices* that six assessees availed
input tax credit for the year 2005-06 to 2007-08 at incorrect rates of tax on the
purchase turnover of various commodities valued at T 4.41 crore. This resulted in
short levy of tax and mteresl of T 44.61 lakh as detailed below:

e e b e e g e

T T T T
SL | Assessmentcircles | Commodity | Rate of tax | lumover Short lLvy F
No. Month of audit Assessment year| claimed (%) () J
Rate of tax i
eligible I
1 2 3 4 5 6
1 |CTO, Spl. Circle I, Pacemaker, stents‘ 12.5 1.33 f 14.79 lakh
Kozhikkode; 2005-06 and 4 crore
September 2009 2006-07 | ;
After we pointed out the case in September 2009, the assessing duthouty
stated in October 2009 that notice had been issued to the assessce. We have

not received further report on recovery (December 2010). ) i

We pointed out the case to the department in December 2009 andj
to the Government in April 2010. We have not received their replies;

(December 2010). J

- |

2 |CTO Spl. Circle I, ’ Plastic 125 1.07 11 lakh ]
Kozhikkode; | compound 4 crore | j
January 2009 |2006-07 | |

We pointed out the case 10 the department in March 2009 and reported to!
the Government in January 2010, We have not received their replies|

11}

(December 2010). J
- S — e
3 {CTO, Spl. Circle, !Eva compound 12,5 f 9492 ’ 9 84 lakh
Malappuram; {Plastic compound) 4 } lakh }
February 2009 | 2006-07 ] |

We pointed out the matter to the department in April 2009 and reported to
the Government in December 2009. We have not received their replies

{December 2010), "

* CTOS Spenal Circle l and Spec:al Clrcle lI Kozhlkkude Speual C ircle Malappuram Spccml
Circle Mattanchery. Second Circle Kottayam and Attingal.
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- - :
1] 2 3 4 | 5 6
4 |CTO, Second circle, |Rubber wood 12.5 52.40 | 4.45lakh
Kottayam; _ 2006-07 and 4 | lakh
May 2009 2007-08 |

We pointed out the matter to the department in June 2009 and reported to
the Government in November 2009. We have not received their replies

{December 2010).

5 'CTO, Special circle, |Flax seed oil/| 125 | 2687 | 2.28lakh
Mattancherry; linseed oil 2005-06 4 ’ lakh
January 2009 and 2006-07 B

We pointed out the matter to the department in February 2009 and reported
to the Government in April 2010. We have not received their replies

{December 2010).
6 |CTO, Attingal; Sodium silicate 12.5 26.50 | 2.251akh
September 2008 2005-06 4 lakh

After we pointed out the matter in October 2008, the department stated in
November 2009 that the excess input tax claim was demanded in February 2005.
|We have not received further report on recovery (December 2010).

W pointed out the matter to the Government in April 2010. We have not
L i received their reply (December 2010). }

ORI

Non-levy of reverse tax
* (CTO, Special Circle, Malappuram; March 2009)

If goods in respect of which input tax credit has been availed are
subsequently used, fully or partly, for purposes in relation to which
no input tax credit is allowable under the section, the input tax credit availed
of in respect of such goods shall be reversed and reverse tax shall be deemed
{0 be an amount due under Section 11(7) of the KVAT Act.

A dealer had effected free sale of medicine for X 3.51 crore and X 4.05 crore
during 2005-06 and 2006-07 respectively and exempted sale to special economic
zone for T 62.04 lakh in 2006-07. However, proportionate input tax and special
rebate in respect to the above has not been assessed as reverse tax.
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This resulted in short levy of tax and interest of ¥ 15.06 lakh. We pointed out
the mistake to the department in April 2009 and reported to the Government in
May 2010. We have not received their replies (December 2010).

= (CTO, Tirurangadi; October 2009)

An assessee who had shown a purchase of ¥ 20.65 lakh as per the
certified accounts of 2006-07, conceded a reverse {ax of ¥ 17,743 only instead of
T 2.35 lakh. This resulted in short levy of tax, interest and penal interest
of ¥ 4.14 lakh.

We pointed out the matter Lo the department in November 2009 and reported
to the Government in May 2010. We have not received their replies (December 2010).

Short levy due to excess grant of input tax credit
(CT0O, Second Circle, Kottayam; May 2009)

As per Section 11 (3) of the KVAT Act where any goods purchased in the

State are subsequently sent ouiside the State or used in the manufacture of
goods and the same are sent outside the State otherwise than by way of sale

in the course of interstate trade or export or where the sale in the course of
interstate trade is exempted from tax, input tax credit shall be limited to the

amount of input tax paid in excess of the rate specified under the CST Act.
The 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 for the years
2006-07 and 2007-08, even though 53 per cent of the goods manufactured were
sent outside the State otherwise than by way of sale. The input tax credit availed
corresponding to the stock transfer was not disallowed. This resulted in short levy
of tax of T 11.88 lakh.

We pointed out the matter to the department in June 2009 and reported
to the Government in November 2009. We have not received their replics
{December 2010).
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(CTO, Special Circle I, Kozhikkode; September 2009)

A dealer claimed input tax credit 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 cormresponding to this turnover was not disallowed.
This resulted in short levy of tax and interest of ¥ 3.82 lakh,

After we pointed oul the case in September 2009, the assessing authority
stated that notice was issued to the dealer. We have not received a report on
recovery {December 2010).

We reported the matter to the department in October 2009 and to the
Government in April 2010. We have not received their replies (December 2010).

Incorrect computation of presumptive tax
(CTO, Second Circle, Thiruvananthapuram; February 2009)

As per Section 6(5) of the KVAT Act, a dealer whose total turnover for a

year is below T 50 lakh, may pay presumptive tax at the rate of half per cent
of the turnover of taxable goods instead of paying tax under sub-section(1)

of Section 6. However, as per Rule 17(31) of the KVAT Rules, where a dealer
who has opted for payment of presumptive tax is fikely to become ineligible

for the payment of such tax, such dealer shall intimate the facts to the
registering authority and he shall be liable for payment of tux in accordance
with the previsions of sub-section (1) and (2) of Section 6 from the day

following the day on which he has become ineligible.

A dealer irregularly paid presumptive tax for the entire sales turnover
of ¥ 77.20 lakh for the year 2006-07 instead of paying presumptive tax for
the turnover up to < 50 lakh and at the specified rate for the balance turnover of
¥ 27.20 lakh. This resulted in short levy of tax of T 4.45 lakh.

After we pointed out the matter in March 2009, the department stated in .
October 2009 that the assessment was revised with an additional demand of
T 4.45 lakh and the assessee had paid an amount of ¥ 94,976.

After we reported the matter to the Government in March 2010, we have not
received their replies (December 2010).

395/2016.
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Short levy of tax due to incorrect exemption
(CTO, Special Circle 11, Ernakulam; November 2009)

Tea sold under brand name registered under the Trade and Merchandise
Marks Act, 1958 is liable to be taxed at the rate of eight per cent as per
Section 5 (1) of the KGST Act. However, the tax payable on branded tea
under this item shall be reduced by the amount of tax paid on unbranded tea
in the State.

An assessing officer finalised the assessments of a dealer engaged in
public distribution of provision, consumables etc., for the years 2001-02 o0
2004-05 in December 2008, exempting the sales turnover of tea sold under the
brand name ‘Sabari’ valued at ¥ 72.92 crore. This mistake resulted in short levy
of tax of X 2.39 crore,

After we pointed out the mistake in November 2004, the assessing officer
stated that Section 5 (2) of the Act specifically excludes manufactured tea from
requirement of treating sale by brand name holder, as first sale in the State. The
reply is not tenable as tea manufactured and sold under brand name is specificaily
excluded from Section 5(2) and hence is governed by Section 5(1) of the Act.

We pointed out the matter to the department in December 2009 and reported
to the Government in May 2010. We have not received their replies (December 2010).

(CTO, Haripad; March 2009)

Where a sale of any goods in the course of interstate trade or commerce has
either occasioned the movement of such goods from one State to another or
has been effected by a transfer of documents of title to such goods during
their movement from one State to another, any subsequent sale during such
movement effected by a transfer of documems of title to such goods to the
Government/registered dealer shajl be exempted from tax under Section 6(2)
of the CST Act.

The AA finalised the assessment of a dealer in paper for the year 2004-05,

exempting the sales turnover of paper to Government Departments for an amount
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of T 2.94 crore treating it as sale in transit. However, we found that the sales to the
Government Department were not effected during the movement of goods from
one State to another, This resulted in short levy of tax of ¥ 13.39 lakh.

After we pointed out the matter to the department in April 2009, the
department stated in January 2010 that permission of the CCT to
reopen the assessment had been requested. We have not received further reply
(December 2010).

After we reported the matter to the Government in November 2009, we have

not received their reply (December 2010).
Application of incorrect rate of tax
(CT0, Special Circle, Palakkad; February 2609)

Tax payable by a dealer on the interstate sales turnover of declared
goods, not supported by declaration 'in Form C shall be calculated at
twice the rate applicable to the sale or purchase of such goods inside the
State as per Section 8(2) (a) of the CST Act. The rate of tax applicable on
the sale of cotton yarn was two per cent plus AST at 15 per cent ds
per the KGST Act.

A dealer in cotton yarn disclosed the interstate sales turnover of cotton yam
not covered by Form ‘C’ valued at ¥ 6.32 crore and X 1.36 crore for the years
2002-03 and 2003-04 respectively in his annual returns, However, the AA finalised
the assessments applying the incorrect rate of tax at two per cent and one per cent
respectively instead of four per cent plus AST. This mistake resulted in short levy
of tax of T 21.33 lakh.

After we pointed out the mistake in May 2009, the department stated in
August 2009 that the assessment would be reopened after obtaining permission
from the Commissioner of Commercial Taxes. We reported the case to the

Government in February 2010. We have not received their replies {December 2010}
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(CTO, Special Circle, Kannur; September 2009)

Umbrella and parts thereof, oil palm kernels and water 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, of a dealer in
umbrella etc. for the years 2003-04 and 2004-05 assessing the sales turnover of
umbrella valued at ¥ 1.37 crore at the rate of four per cent instead of ar the correct

rate of eight per cent. This resulted in short levy of tax and interest of ¥ 7.35 lakh.

We pointed out the matter to the department in October 2009 and reported to
the Government in May 2010. We have not received their replies (December 2010).

* (CTO, Special Circle, Kottayam; November 2008)

An assessing officer finalised the assessment of a dealer for the year 2002-03
assessing the sales turnover of oil palm kernels for X 59.28 lakh at the rate of
four per cent instead of at the correct rate of eight per cent. This resulted in short
levy of tax of ¥ 2.73 lakh.

We pointed out the matter 10 the department in February 2009 and
reported to the Government in September 2009. We have not received their replies
(December 2010).

*(CTO, Special Circle, Mattancherry; December 2008)

The assessing officer finalised the assessments of a manufacturer for the
years 2003-04 and 2004-05, levying tax on the turnover of water purchased {rom
unregistered dealers at the rate of five per cent instcad of at the correct rate of

eight per cent. This mistake resulted in short levy of tax of T 2.30 lakh.

We pointed out the mistake to the department in February 2009 and
reported to the Government in May 2010. We have nol received their replies
{December 2010}.
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(CTO, Special Circle, Mattancherry at Aluva; December 2008)

Interstate sales turnover not covered by dectaration in Form C is taxable at
the rate of 10 per cent or at the rate applicable to the sale or purchase of
such goods inside the State, whichever is higher as per Section 8 (2) (b) of
the CST Act. Spices oil and essences are liable to be taxed at 12 per cent
plus AST as per Schedule I to the KGST Act.

The fast track team* finalised the CST assessment of a dealer for the year
2004-05 in November 2007, incorrectly assessing the interstate sales turnover of
spices oil and essence not covered by declaration in Form C at the rate of
10 per cent instead of at the correct rate of 12 per cent plus AST. This resulted in
short levy of tax of X 2.68 lakh,

We pointed out the mistake to the department in February 2009 and
reported to the Government in May 2010. We have not received their replies
(December 2010).

Short levy due to incorrect computation
(CT0, Special Circle, Kannur; September 2009)

The assessing officer shall check all calculations and credits given in an

assessment as per the instruction issued by the erstwhile Board of Revenue,

An assessing officer finalised the assessment of a dealer in rubber for the
years 2002-03 to 2004-05 .in September and October 2008 and incorrectly
computed the purchase turnover 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 X 28.16 lakh.

We pointed out the mistake to the department 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(D) of
the KG5T Act.
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Turnover escaping assessment
{CI0, Special Circle, Kottayam; November 2008)

Scrap rubber is taxable at 12 per cent as per Schedule I to the KGST Act.
However, tax at six per cent is leviable on rubber purchased by rubber based

industrial units in the State.

The fast track authorities finalised the assessments of two dealers engaged
in the manufacture and sale of rubber products for the years 2003-04 and 2004-05
in May 2007. We noticed that they did not levy tax on the intrastate purchase
turnover of scrap rubber valued at X 97.13 lakh. This resulted in short levy of
tax of ¥ 6.70 lakh,

‘We pointed out the matter to the department in February 2009 and reported to
the Government in July 2009. The Government stated in November 2009 that the

asscssments were revised in October 2009.

{Audit Paragraphs 2.12.10 to 2.12.20 contained in the Report of the
Comptroller and Auditor General of India for the year ended 31 March, 2010

{Revenue Receipts).]

Notes received from Government on the above Audit Paragraph is included

as Appendix 1T,

62. The Secretary, Taxes Department submitted that the case in which short
levy of ¥ 38.66 lakh in the CTO, Special Circle, Mattancherry is pending before
the Hon'ble Supreme Court.

- 63. Regarding the ‘Short levy of tax and interest of ¥ 41.65 lakh in CT0O,

Special Circle 11, Ernakulam, the Secretary, Taxes Department submitted that the

appeal filed in this regard was pending before the Court.

Y ]

h
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64. To a query of the Committee, the Secretary, Taxes Department informed
that the assessement in respect of M/s Joy Alukkas was modified and collected an
amount of ¥ 71,92,452.

65. Regarding the case in CTO, Tirur, the Secretary, Taxes Department
deposed that the dealer had remitted 30% amount of the total demand and the

appeal in this regard was still pending.

66. To a query of the Committee the Secretary', Taxes Department informed
that the case of the manufacturer and dealer in tread rubber in CTO, Special Circle,
Palakkad was also pending for last six months and he added that since the
dealer enclosed excise duty as other income and hence interest accrued. The
Committee directed the department to verify the maiter and prepare revised

assessment urgently.

67. Regarding the audit paragraph, ‘Short levy due to excess grant of input
tax credit’ the official from the Office of the Accountant General invited the
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 department

to revise the assessment.
68. The Secretary informed that the appeal in this regard was pending.

69. To a query of the Commitiee the Deputy Commissioner (General),
Commercial Taxes Department sﬁhmitted that Scrap rubber is taxable at 12 per cent
as per Schedule I to the K.G.S.T. Act. However tax at 6 per cent was levied on the
rubber purchased by rubber based industrial units in the State. Hence the above
case was re-examined and demanded for additional tax. Against this, the assessee
obtain order that the itern purchased was Hawai waste powder which is taxable at
1st sale point and the assessee had been paid tax for the purchase. The Committee

accepted the explanation.
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Conclusion/Recommendation

70. The Committee directs the Taxes Department to reassess the case of
the manufacturer and dealer in tread rubber in CTO, Special Circle,
Palakkad. |

71. 'The Committeé demands that a report detailing the present status of
the pending cases should be made available to it at the earliest.

DR. T. M. THOMAS [5AAC,

Thiruvananthapuram, Chairman,
18th February, 2016. . Commiitee on Public Accounis.
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APPENDIX |

SUMMARY OF MAIN CONCLUSION/RECOMMENDATION

Sl. | Para
No. | No.

Department

Conclusion/Recommendation

1 2

l‘ concerned

L3

4

1 15

Taxes

The Committee analyses that Government would incur
heavy loss due to the abolition of entry tax, since Kerala
is being a consumer state. So it recommends to check
the feasibility of reintroducing entry tax in Kerala after
complying all the procedures for doing so.

The Committee directs the Taxes Department to furnish
a detailed report on the efforts taken to enhance the tax
collection incorporating the details of latest position of
receipt per assessee and also coliection of arrears after
completing KGST assessment,

The Committee was at a loss to note that the amount
recovered towards arrear is meagre and directs to take
necessary steps to recover tax at least in accepted cases.

The Committee demands the Taxes Department to
submit a report with department-wise details of tax
arrear categorising whether the amount is recoverable or
not, to it at the earljest.

The Committee urges the Taxes Department to furnish
year-wise statement detailing the arrear to be collected
and the arrear collected out of the cases accepted by the
department.

)
|
]

il

The Committee recommends that the internal audit wing
in the Department should be strengthened and steps
taken in this regard should be intimated to the
Committee, '

395/2016.
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Taxes

The Committee observes that even though the mlstdkcs[
pointed out by the Audit regarding tax arrear wmeg
accepted by the department, it still recur. 'E‘he}
Committee admonishes the Taxes Department for the%
lackadaisical attitude in this regard and recommendsi
that departmental action should be. initiated against]

|

superwsm;, offlmdls who (_ommlt smnlar mlstdkcs

The Committee urges the Taxes Department to tako|
earnest effort to vacate the stay granted by dlffcreml
authorities in a time bound manner and to recover [hf-.‘} _
amount due. |
The Committee evaluates that the prevallmg practice of
cxempting the value of material supplied to the
contractor by the awarder, for the calculation of tax is
not tenable and exhorts that Taxes Department should
re-c'leck 1he procedure.

M

e ———

Regarding the case of M/s Sobha (‘1ty the Commiltee
directs the Taxes Department to take necessary steps to

re-examine the books of accounts of M/s Sobha City;
and M/s Sobha Developers and settle errors if any found{
at the earliest. It urges the Taxes Department lo.{urnisM
a report on the steps 1akcn in thls rcgdrd ‘

i'The Committec opines that since an amount of j
T 2.14 crore, the total CIF value of imported materials:‘
iwas incorporated in the works contract in the case of ’
M/s Leighton Contractors, it was taxable. So it demands |

that the Taxes Department should examine the mauvri

and furmsh areport in thls regdrd

L]
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H

SN I

Taxes Regarding the audit objection on the exemption granted

| in the supply portion lead to a short levy of ¥ 6.70 crore,
E Ithe Committee recommends to ascertain whether good
| transfer was carried out by the awarder or the contractor
}'an‘d to take appropriate action to rectify the mistakes,

if any, noticed on scrutiny.

» The Committee directs the Taxes Department to furnish
a report detailing the present status of the case of short
levy of X 9.21 crore at the earliest.

o
&

e e e
)
I
]
|
|
]
1
]
|

o The Committee observes that traders foliowed the
practice of transporting PVC door units under the
classification of PVC profile and thereby escaped from
paying tax at the required rate. The Committee views it
not tenable and recommends that Taxes Department
should take necessary steps to curtail such kind of tax

evasion,

" With regard to the tax realisation at 4% for the brandedi
i

.item ‘new supari’, the Committee demands that Taxes

1
! Department should re-examine the case and report.

" iThe Committee was astonished to note that the item
icategorised as fresh, was once exported and returned

and reprimands the Taxes Department for the slothful

attitude commenting that they should conduct physical

b

verification of items while inputting tax rather than

% irelying on the statements filed by the clients. It exhorts

| : .
' the Taxes Department to reassess the case at the earliest.
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1 2 3 4
17 + 57 Taxes The Committee urges the Taxes Department to furnish
the present status of the RR proceedings taken against
Canteen Stores Department.
A
| 18 | 70 » The Committee directs the Taxes Department to
reassess the case of the manufacturer and dealer in tread .
rubber in CTO, Special Circle, Palakkad.
15| 71 ” The Committee demands that a report detailing the|

present status of the pending cases should be madef _
available to it at the earliest. A

U |




69

APPENDIX II

NOTES RECEIVED FROM GOVERNMENT

Action taken Notes on Cé AG's Reports

{a) Depa.rtmer;t

COMMERCIAL TAXES

{b) | Subject/Title of the Review
Paragraph

Short levy due to Turnover
escaping assessment. ,

(¢} |- Paragraph No.

2.12.1.1

4 {d} ) Report No. and Year

C& AG report ended 31.3.2010

i

{a) | Date of receipt of the Draft
Para/Review in the Department

22.6,10 :

(b} | Date of Department’s Reply

58.8.10

I

| Gist of Paragraph/Review

KSEB an assessee who  is .the
awarder of various work contracts,
supplied materials to  the
contractors for execution in the
works contract. The value of
materials so  supplied was
deducted " from the bhilk of the
contractor. - However it was found
that the ‘value of materials
amounting to Rs.1871.61 crure
supplied by the assessee for the
year 05-06 o 08:09 was not
subjected to tax by the assessec.

"| This defect was not detected by the

gssessing authority which resulted
in short levy of tax and interest of
Rs.274.24 crore.

v

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

No

If not, Please indicate areas of

: (b) disagreement and also attach

copi¢s of relevant documents in
support :

The materials supplied to -the
contractors are calcujated at the
purchase cost ie., at the cost of
acquisition of materials. Hence the
OFT due on the materials supplied
to the contractors will be exactly
the same amount of IPT eligible for
credit. There is no element of prefit
in the supply  of goods tol
contractors, The entire purchase
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bLills had been verified by the
assessing avthority in this regargd,
and found that the dealer is
cligible for IPT rtowards local
purchases.

Does the Department agree

(2} -
with the Audit cenclusions?
(b) | If not, please indicate specific

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

"

)

L)



fa)

Remedizal

71

action tal»}n

Improvement in system -
and procedures,
including internal
controis.

The assessment for the four years were completed
under section 25 of the KVAT Act 2003 creating
additional demand as per Proceedings dated 14.5.10 as
shown below.

Tax and [
interest due
No | Year to addl. Paid | Balance
demand
created
12005-06 | 366582540 | Nil 366582540
2006-07 445427758 Nil 445427758
2007-08 ;655171875 |[Nil 655171875
2008-09 | 1378120891 | Nil 1378120891

Bl b e

-In response to the Proceedings dated 14.5.10, the KSEB

approached the Hon'ble High Courl of Kerala. The
Hon'ble High Court of Kerala set aside the four
assessment vide judgment in WP(c)No. 17470 of 2010(G)
dated 7% June 2010 with direction to produce the books
of accounts and other materials on record before the
assessing authority within two months to finalise the
assessment, Notice has been issued by the essessing
authority to the assessee to produce the books of
accounts in order to finalize the final assessment in
accordance with Law as directed by the Hon'ble High
Court. .

Accordingly, the dealerf assessee had produced the
bocks of account and connected records before the
assessing authority and filed detailed reply on. the
objection raised by the Audit in this regard.

The Accountant General (Audit) had pointed out
that the assessce had effected purchase of materials
and equiproents required for capital and maintenance
works to the tune of Rs.1,871.61 crores for the period
from 2005-06 to 2008-09. But these purchases are not.
made by the assessee alone. Purchases mentioned in
the Audit Report was the total purchases made by the
officers within the jurisdiction of the Chief Engineer
{Distribution  South) and the Chief Engineer
Distribution North]. Therefore the Audit based on the’
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: I entire purchases is prima facie not correct.

The argament of the Audit is that the value of
materials supplied by the KSEE were included in' the
total value -of works and the value of materials so
supplied was deducted by the awarder from the bills of
the contractors, but the turmnever had not reflected in
the total wumovér of KSEB. Facrualiy this is not correct.

The assesseee ie. KSEB has its own stafl; certain
works relating to transmission and distribution are
carried out by them. Rest of the works related to
generation, distribution and transmission are given as
labour contract, Ownership of goods used in the works
remain with KSEB prior to execution of work and
subsequent to it. As there is no transfer of property in
goods used in execution of works, there is no sale or
deemed sale by KSEB to the contractor and vice versa.
Therefore there is no tax liability.

Liability ‘to tax ws provided in Rule 9(2H) of the

materials are supplied by the KSEB and that is
deducted from the payments made to the contractors.
Here the contracts gre all purely labour contracts. In
cases whére materials are supplied by the KSEB, the
total comtract amount is fixed excluding the value of
materials supplied by KSEB in the tender.

‘Rule 9 of the KVAT Rules do not create any
charge by itself. Charging section in the KVAT Act do
not provide any lability to 1ax on the material
purchases for “own use”.

" Also the other fact of the case of KSEB is that,
.materials - such as cement, steel, Asbestos eic are
purchased by KSEB after paying tax from VAT dealers
within the State. The suppliers are Jssumg invoices in
Form No.8/8A and therefure the assessee is eligible for
input tax credit in respect of the tax paid by them on
the purchase of materials supplied to the contractors.

'The tota] value of materials purchased from local
: reg:stcred dealérs sum as foliows:

aterials
supplied
: : to contractors
2005-06 Re.7 crores 1.39 crores
- 2006-07 Rs.6.03 ¢ 1,69 °
-~ 2007-08 Rs.3.50 ¢ 1.30
2008-09 Rs.©.15 ¥ 226

‘KVAT Rules arises only in cases where the cost of |

i)
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L ey aise be noted that the maierials supplied !
to the coutraclors are catculated at the purchase cost
ie., at the vust of acquisition of materials. Hence the |
OFT dize o the matertais supplicd to the contractors
will be exactly the same amount of 1PT eligible for credit. :
There 15 no clement of profit in the supply of goods 1o
contractors. The entire purchase bills had been verified |
by the assessing authority in this regerd, and found]
that the dealer is eligible for IPT towards local
purchases. Hence, there was no escapement of|
turnover as alieged in the audit. i

t(b)

Recovery of
overpayment pointed
out by audit

Recovery of under
assessment, short levy
or other dues

U SR T

Modification in the

| schemes and programines

including financing -
pattern

Review of similar

cases /complete

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

39572016,
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Action taken Notes 'on Cé AG’s Reports

: l {a) | Deparmment T ?1‘6&(@1@@175 'IIXMES‘“mm“m_-i
i i :
! o '%ub;ect/’!‘)tje of the Review "‘1-%1;0, t levy due to Turrover i
- i | Paragraph - ESCAPINE assessment, ¢
i {¢) | Paragraph No. B 121252
B (d} | Report Ne. and Year "C& AG report ended 31.3.2010
il {a) | Date of receipt of the Draft F5rs0
| i Para/Review in the Depar Listeit i
(b} | Datc of Department’s Repiy | 15.19.1] -
t il Thc- annual retum with the annual |
| Gist of Paragraph/Review accounts of nine assessees in
, | CTOs Works Contract, Emalaulam
J ! | and Thrissur were verified and |
| ! found that the assessees had !
i returned considerably lesser |
Pturnover in their annual remin |
than that disclosed in  annual ;
[ ' acecounts, Furth.er,_ the assessees [
[did not lmit  the exemption ;
} claimed to the eligible limits. These |
defects were not detected by the |
| asLessing authorities which |
resulted m short levy of tax and |
] interest of Rs,17.27 crore. l
v {a) Docs the Department agree ] o T
; ! with the facis and figures “ No |
intcluded in the paragraph? ;
] i mot, Please indicate axens of | Detailed report funished in |
{bj | disagreement and aise aytach column Vi(a) i
.| copies of relevant documents 1
suppori . ]
v (a) | Does the Department agrec I - I
with the Audit conclusions? | _i
{b) ! Il not, please indicate specific i
areas of disagreement with i
[ reasons for disagreement and |
: ulso attach copies of relevant ! i
[ documents where necessary [ L i

o



Remedial action taken

Improvement in

system and
procedures,
including internal
controis,

I M/s. Nagpual Buﬂders Ernatulem 06-07 T
|
The audit ob.:v.mn is, while verifying the annual renirmn [

with the arnnual accounts il was found that the assessees had |

returned cunsiderabic lesser turnover in their annual retum |
than disclosed in annual accounts. Further the asscasee dld
not limit the exeinption ciaimed, to the eligible hmits

In the light of audit, notice u/s 25 1) of the KVAT Act’
was issued to the dealer for the year 2006-07 incorporating the :
defects poinied out In the Audit enguiry On receipt of Lhe.
notice, the dealer filed revised audit report in 13 & 13A with ;
expianation that total contract receipt received up to the
pervious year has been wrongly shown as receipts during the :
year. Since there is no provision under the KVAT acr to accept |
revised Audit Report the same was rejecied. Apgrieved by the |
sarpe, the dealer filed WP (c) before the Hon'ble High Court of ! i
Kerala and in the judgmcnf. in WP {c) No. 1092/2010 dated 13- ¢
1-2210 the Hon'ble High Court dirccted te consider the revised |
Audit chort filed by the dealer i

M /s, Nggpual Builders - 67-08

The Audit Enquiry is that as per annual reiurn filed for
the year 2007-0B the twotal conwract reccipt is disclosed as
Rs. 13.03, 16.080/- whereas as per Form 13, 134 it is shown as
Rs. 30, 36,29, 429/- The difference is 17.33 crores. Moreover
\he labour exemption claimed is excessive,

When this aspect was brought 1o the notice of the !
assessee, the dealer replied that the amount shown in the Audit
Report i.e Rs. 30,36, 29, 429 /-is mclusive of the turnover up two ;
31.03.2007 amounting to Rs. 17.33, i3, 349/- i.c including the |
turnover for 2005-06 and it was a clerical mistake i

]
|
|
Turnover up to 31.03.2607 Rs. 17,33,13,349.00 !
Turnover during the year 2007-08 Rs. 13,03, 16,080.00 I
|
I
!

Total Rs.30,36,29,429.00

The assessee has revised Form 13,13 A showing the |
correct receipt for the year 2007-08. As per the revised Forin.!
13,13A Part V, item No. 12 Total ceontract receipt during the
year is Rs. 13,02,16,080/-. The Hon'ble High Court of Kerala in '
judgment. in WP (¢j No. 1092/2010 dated 13-01-2010 has '
directed to consider the revised Audit Report . '




| e e

| The comention of ihe assessce is correct. 1L 1s only a!

* clerieal mistake. lostead of writing the contract amount daring

| the year, the cumulative receipt Up to 31-03-2008 is mentioned ; :

lin the Audit Report. Thus instead of ks. 13,03,16.080/- the

\ cumulative receipt of Rs. 30,36,29,429/- was written. L
: i

1t 1% w be noted thai along with the original Form 13,13A |
l Profit & Loss account has alsc been filed by the ussesset on {
1 31-10-200%. in the Profit & Loss Account (Schedule D) the;
' mwrnover is shown Rs. 15,03,16,080/- which is the correct
LInNover. The  actual receipt during the vear is only{

i Rs. 13,03,16,080/- . The assessee revised the Audit Report on
1 25-11-200% and has furnished copy of revised Audit report. r
J‘ The Honble High Court of Kerala in WP {c] No. 109”/2010 also i
| has clm:cted to consider the revised Audit Report. |
i
[ Regarding the labour expenses. the assessee hdb:
| complete accounts regarding labour and other expenses |
lincurred for the work. As per Rule 10 (2) {a) Labour charges for
| the execution of work, charge for planning and designing’ and*
| architech fee, charges for obtuining on hire or otherwise,’
tmachinery and tools used for the excoution of the works |
contract, cosi of consumables, cost of establishient amd]
overhead charges, profit earned by the dealer 1o the extent it ie
relatable to supply of labour and services will have to be
deducted for armving the taxable iturtover from the contract ;
value.  These expenses are duly suppoited by books of !
accounts. The labour expenses claimed (Rs. 7.32,97, 929/-) is .
supported with'book of accounts.

E As per the provisy io rule 10 2{b) where wanster value is
nol ascertainable from the books of accounts of the dealer or
where the dealer has not maintained any account the taxable
tarnover’ shall be computed after deducting labgur and other
charges at 25 % of the contract. This provision is not applicable
n this case since the assessee is maintaining regular bocks of
accounts and lransfer value 1s ascertainable and all the
deductions are properly supported by avcounts.

In the circumstances. the Audit Objection is not |
sustaunablc. {
. H
!

2. Yasoram Builders Ernalouiain - 06-07,
i Yasoram Builders Ernakulam — 07-08 . i
E 3. Southan Investments - 05-06 l
! Southern investments ~ 06-07

F M/ s. southern Investments 07-08

o
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{1, M/s. Yasoram Builders

T006-07 | 97958230 | 29435492 | 37922738 |
' 2007-08 | 81016062 | 37690295 | 43325767 |

1. M/s. Southern [nvesunents

L R o R
T e |
i including | turnover as | Difference
Year | la.nc.i value | ver ansual | {Lund
. as per Tt refurn ; Value)
audited {Excluding ‘ :
report Land value) | ‘ |
. 2005-06 . 251739007 | 201867850 ] 49871157
2006-07 | 305968936 | 226996657 | T8972279
2007-08 | 362580662 | 294011667 ] 65577995

1
The Subject matter of above 5 cases are one and the |
SALC. i
The Accountani General considered the total receipt,i
which was inclusive of land value, as the total tumover of the
assessee for charging tax at the compounding rate u/s § and
henoe thereby resulted in the uudit objections. !
!
Land ‘is an immovable property. Sale of immovable
properties are not covered under the Sate of Goods Act, and
VAT is not leviable on the sale of immovable properties.
Without a transfer of property in geods being involved there
could be no levy of VAT in relation to Works contract. In the
case of execution of Works Contract, tax is leviable on the basis i
of taxable turnover, Payment of tax at the compuounded rate u/s !
8 is to be paid on the whole amount of contract. Total contract
amount envisapged the totel turmover. As per section 2, the
turnover is defined as the aggregate tumover in all goods of a
dealer at al! plages of business in the state whether or not the
whole or any portion: of such turnover is liable to tax Furnover
means the agpregate amount for which goods are either bought
or sold or distributed by a dealer either directly or through
anether, whether for cash or for deferved payment. Thus it is {
clear that the total tumover is related to goods or movable
property and value of immovable property is not inchuded in the
definition of turnover. The nsage in section 8 of whole contract *
amount envisages only the turmover related with movable |
property. Immovable property is absolutely outside the ambit of |
turnover. Hence the value of iand included by the Contracior in

_his balance sheet cannot form part of the turnover, and will not |
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—

egory of whole contract amount received 0"%

come i1 the ©
receivahle.

The land wajue rocewved [rom prospective buyers for!
which copies of sele deel have beon exscuted with Sub -
Registry Office, sepurafe uyreements are excouted for sale of §
undivided share of hd I

|
!
i
|

Therefore value of land is hable to be excluded from the
turnover of centract &ven .f the assessee had opted puayment of !
tax at the compounding rwie a/s 8 for whole contract amount. |
In the circumstances, the sudit objections rassed in the above 5 E
cases are incorrect, and tnerefore, notl sustainahle 5

4. M/s. Infra Housing (P) Limited - TIN 3207207 1634 / 2006-07

During the financial year 2006-07 the asscssece had adopted the
percentage method {0 recognize revenur and costs as per the
guidelines issued by institute of Chartered Accountanis of India
(ICAL.  During the pervious year the method adopted was
compietion method under which revenue and costs were shown |
in the statément of profit and loss only of those projects whjch]
were completed during the. respective years. Since the |
percentage of completion inethod was introduced for the first
time during financial yeur 2006-07 the revenue was recognized
on a cumulativé basis ic from the starting of the project upto |
31= March 2007. - This revenue recognized was shown as
Contract ‘Recdeipts in the siatement of prefit and loss of the |
Company But the receipts from clients have been subject 1o |
KVAT as‘and'when it was received during the previous vears. !

Details of project wise receipts

1

\

|

|

, — : i

‘ . | Receipts |  Total : ;

Name of the che::};ts i during the receipts | E

Project~ 0]-54»06 year upto | i

e L o6uenr | omiesor ||

ourazirport | 51776894 | 904380 | 50872514 | |

Sauare_____| S17TT6 30| Souras |

Infra Meadows | ‘81258759 | 5260009 | 86518768 | i

IfaHillock " | 55094111 | 252477 | 55346588 "

lufra Hamiin 28768550 | 20584899 | 40353489 | i

Infra Gallant 51%r3128 7665142 | 59438270 |
Infra N N o

Splendour 49714205 | 44116204 | 03330400 | |

I e - — _

Foreshore | 11447_5_30 sﬁﬁwsfz ] 480957}3} !J

fnfra Vantage | 0 T 0276976 | 90076076 | ,
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2318610 | 2318810 |
306416016 | 536051539

Rrvenue recogrused as per porcentage method as per statenient |
of prefit and loss account during the year 2006-07.

- ——r 3
] v g
1 Revenu Land j Conraot Total ! H
| ralue value ¢ revenue :
l Name of | rocognized | recognized | recognized | recognized ||
[ Y 1Y EIIEEE COBl i ent ll
the 010400 b during I during ! upte i
' project | a; Lf':' o l 2006-07 | 2006-07 as | 31-03-07
i - > - "2 [
i ooy s per% | per % {oasperis
LV o method | method | method. method
Infra i :
: 2
: Galiant o | 7263440 | 3_7'-&:443%f> | 64927762 [
Infra o .
Hamlin ! 0 | 9349258 36301833 ) 45b:)1093
Infra ! - Nane 37
Splendour ! o] 17519700 | 66242930 i 762630 ;
}mlggldorc‘ 0 -] 19003920 | 15618353 | 34622272 |
_____ ! I
: ]
infra ) 0 13820270 | 93946261 10777‘5:.31l
Meadows | ! BRI
Total | g | 6BYB5588 | 269753731 | 3367393i9_j

The receiptis [rom clients has been 1axed accordingly as
and when it was realized These receipts doesnt have any nexus
to the revenue recognized as per the audited profit and loss
acvcount during the year 2006-07 under the percentage method
as per guidelines issued in Accounting Standard - 7 issued by
the Instiiute of Chartered Accountants of India (ICAJ).

Therefore receipts during the financial year 2006-07 has been
fully subject to tax and there has been noc escapement of
turnover or short levy of tax .

M/s. Infra Housing {P) Lid - TIN - 32072071634 /2007-08

During the finandial year 2007-08. the assessee had
paid VAT under the assessment method @ 12.5% on projecis
that were started after 01-04-2005 . In case of those projects ‘
started before 01-04-2005 VAT was computed under |

Lompoundmg method @ 4% under Section 8 (a} (iii). ‘l

During the financial year 2007-08, there were 9 ongoing !
projects and I project was started during the year. The 1otal
vialue from all units for these 9 projects amounted 10 I
K%.95.68,95,126/-. But this consists of land value and contract I
vahie ie ; .

1




The details of the Yotal cuntract velue from clienis can be

8¢

Total value 1 Towad land volue -

Toral contract vulue

ascertained from the 1zble provided below

Sl | Name of ; Landd | Land ' Contract
No. | the project | value develop value
el jment &
| 3 13- ~ __‘__‘l 5 |
1 [ infra Gullans | 23san - S93L1081 |
l i ; R
2 Intrs 13724M50 23293384 GTHI5200
Meadows
3 | Infra Hamlin | Y6kudat 56404271
4 Infra Hillock 14830 S567a%1
-m |- i 1
5 Infra 4945250 117048590
Splendour o -
“Infra i
b6 . 1ELA7530) T9EM20
f E ,Foreshove | o
i 3 ir
! | Intra Aigport | 1519076 51461749
v sguare o .
[ 8 | infra Aspire. [ 14043808 9487721
9 1 lInfra Vantape | 16538048 247621892
{ 1 Total SYIETNII 1 295384 | BZINUI0G
Addl, Addi. Land | Extra work | Total .
develo amount ‘
pment R .
7 ' i T g
- T - 846740 £7441231
t04414 BG0E3TE 113256838
— N 66084737
i 1402365 GUS89135
[ 131993841
[ 95056750
- [ 529H0425
v 195131530 !
, 0 | 264300240 J
" YSANG 0910503 | 956RYS126 |

The total value shiows in column no. @ would be due only H
on the completion of each project However the amounts from
clients of each project is subject 1w tax as and when it is
realized. * .-

]

"
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: From tlus table it is clear that the total land value from-
all the projects and additional land value from Project Indra
Meadows does not incur dny VAT liability as it conders to sale of
immovable property. )

Total land vatue = (3} +{6]
exempted - = 99387833+ 1044 14
= 99492247

- Therefore VAT liability arises only on the contract value

and extra work, amount from all the projects and land |

development and. additional land development value from
Project Infra Meadows

Hence the total VAT liability is subject to the  total
contract value from clients which can be arrived at as follows

Totai contract value #{4) +(5)+(7}+(8)
= 823101406 + 23295384 +
95586 + 10910503~ -
857402879
o0 .

In the audit -observation the amount taken cumulatively
from the commencement of projects, is inclusive of land value of
Rs. 9,93,87,'833/:} The. actual recmpt during the year 2007-08
is Rs. 17 53 53 460/-

Thcrefore the.dg.:taus provided by the assessee in Form 13 &
13A is correct and the turnover reported should be taxed
accordingly. There has been no escapement.of tumover or
short levy 'of tax in'accordance with the statements fited by the

'} assessec’in Porin 13°& 13A for the financial year 2007-08

5: Koroth Gulf irpited — 07-08

The audit ohjection is while verifying the annual return with
the annual "accournts it was found that the assésses had
returned considerably lesser turnover in their annual return
than disclosed in annual accounts. Further the assessee did
net limit the exemption claimed, to the eligible limits,

M/s, Korath Gulf Link Builder Pvt Ltd., is a builder
remitting iex under compounding method u/s 8 a (1) of KVAT
Act. Total receipt of books of accounts is inclusive of cost of
land and 10 % deposit held for the forth coming registration fee
Electricity meter deposit, water connection deposit for Kerala
Water * arithority, Rebidence association member deposit,
charges for KSEB OYEC- HT &CT installation deposit ete, which

-are deductions as per law and it is not construction cost taxable

under KVAT Att, The land is an immovable property. Hence

39572016
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the transfer value of the above is not taxable under KVAT Act.

6. Sobha ciry, Tsr_[2008-00

M/s. Sobha City, Puzhakkal Thrissur is an assessee on
the rolis of the Commercial Tax Officer (Works Contract),
Thrissur bearing KVAT Registration No. 32081654002. While
- auditing, the AG's Audit Part has pointed out that M/s. Sobha
City had retumed considerably lesser turnover in their annual
return than that disclosed in the annual accounts. Farther,
they did not limit-the exemprion claimed to the eligible limits
and this has resulted in the escapement of turnover amounting
to Rs, 45.47 Crore with 1ax effect of Rs, 4.26 Crore along with
interest of Rs. 0.34 Crore

On verification of the accounts and Form No. 13A for the
year 2007-08, it was seen that the total cost of works contract
on going (closing balance) was Rs. 45,47,36,568/-. But as per |-
the accounts filed by the assessee for the year 2008-09 the cost
of ongoing works is shown as nil. To rectify the defect, notice

-U/s 25 {1} was given to the assessee proposing to assess the
escaped titrnover. “'The assessee Las filed a reply 1o the notice
stating as follows -

“Sobha City Puzhakkal, Thrissur are developers of the
project™iat Puzhakkal, Thrissur and are nof involved in
constriiétion! dctivity. ' The entire construction activity is sub
contracted to M/s." Sobha Developers, Trivandrum who are the
registered ‘dealers on the rolls of Commercial Tax Officer (WC),
Thiruvananthaparam with TIN 32011311565C  and " the
assessed'standing in the status of the swarder is claiming to
have beeny deducting the tax from the payments made to Sobha
Developers Linjited & remitting the same to the Government
. IR -

g
O

Sl

‘As regards ‘the turnover shown as ongeing contract of Rs.
45,47,36,568/ - the project commenced in the year 2007-08 and
during _‘t.l_:at:?éé"r"agrbements were entered in respect of 60 villas
/ flats.-"The ‘total agreement received during the year 2007-08
was Rs! 70,23,544/-.  This amount was deducted from gross
contract amounts of Rs. 46,17,60,112 and the balance amount
of Rs. '45,47,36,568/- was shown as the amount of ongeing
| contract *‘asV'on*31-:03-2008 .  Compounded VAT of Rs.

2,80,942f-1'@ 4% is also cla‘med to have been-paid on Rs,
70,23,844 0 -

_The ‘assessee has also stated that M/s. Sobha Developers
Limited , ThiruVananthapruam has paid tax to the tune of Rs.
55,792,612/ for the sub contract amount during 2008-09”.

Chep o otifal
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1.7 Afcon Infrastrucrure Fimited = 06-07

Afcon Infra:;tructu_re Ltd is an assessee on the rolls of the
Assistant Commissioner, WC/LT , Ernakulam having TIN
32072033204 £06-07 :

The dealer filed annual return for the vear 2006-07 -
declaring a total and taxable turnover of Rs. 32807289.26 and |
Rs. 1159132 26 respectively. Subseguently they filed Audit
report in Form 13 & 13A and Final account for the year 06-07
-and filed revised .return having a total and taxable turnover of
Rs. 74500060.00. and Rs. 4027835.00. As per the revised
return filed, the net tax due was Rs. 291498.00 after taking
input tax credit of Rs. 80363.00 . The case of the audit is that
as per the Final accounts, the following tax hability is on the
dealer _

Tota) contract receipt : Rs.  74036207.00
Less turnover of back 1o back work : Rs, 31567107.00

Rs.  42465100.00
Add Profit on back to bdck work : Rs. 1262684.00

Add closing working progress :Rs. 98256300.00
Less Opening working progress = Rs.  98256300.00
Total tarnover ' Rs. 437317B4.00

Less-deductions as per Rule 10(2) (a}

a. Labour charges Rs. 1822342.00
b. Charges ifor planning & designing Rs. 579401.00
c. Hire charges Rs. 315332.00
- d. Consumable used Rs. 138478.00
e. Cost of establishment Rs. 5223069.00

f. Profit in reladon 1o labour of |
Servnces Rs. 27360624 Rs. 35439246.00

Taxable turnover | Rs. - 8202538.00

Tax due @ 12.5% Rs. 1036567.00
Tax paid - Rs. 67559.00
Short levy Rs: 969008.00

- The sHort levy worked out, by the audit is not correct.
Thie dealer has sub contracted work for Rs. 3465872.00 during
the year which was not deducted from the total turnover. Also
there was a claim of input tax tredit for Rs. 80363.00. The
accounts were checked in the light of the audit objection and it
was found that there was some variation in the cost of
establishment and overhead charges related to labour and
service and the profit on labour and services. The assessment
was therefore revised on 09-07-2010 as detailed below:
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Receipt from ongoing work
-Vypeen - Rs. 4,24,69,100.00 ,

Sea Wall - Es, 3,15,67,107.00 ; Rs. 7,40,36,207.00
Less receipt from sea wall and Vypeen'being

Sub contracted 3,03,04,423+34,65,872 : Rs. 3,37,70,295.00

Balance ) :Rs. 4,02,65,912.00
Add closing werk in progress : Rs. 9,82,56,300.00
Less opening work in progress : Rs.13,85,22,212.00
' : Rs. 9,82,56,300.00
Balance ' . -t Rs. 4,02,65,912.00
Less ’ . H
Consumables Rs. 1,38,478.00
Hire charges . Rs. 3,15,332.00
,Charges for planning
- and designing } Rs. 5,79,401.00
Labour charges .

Rs. 18,22,342.00
Cost.of establishment .
and overhead charges
of the dealer related *

to labour and service . . Rs, 48.81,631.78
o Rs.  77,37,184.78
Profit earned by the 3
Dealer to the extent '
relatable to supply j
-Rs. 2,83, 95,468.00

Of labour and service
AR S : Rs. 3,61,32,652.78
Taxable thrnover under works contract ‘Rs. 41,33,259.22

Addl: Scrap sale ‘Rs. 4,63,853.00
Total taxable turnover ' Rs. 45,97, 112.22

Rounded to e “:Rs.  45,97,110.00

L TP TeF Y Ty ot

Break .BR— -

Tax due @'4%on Rs. 4,63,850.00 Rs. 18,554.00 .

Tax duec @ 4% on'Rs. 12,47,10000  Rs. '  49,884.00

Tax due¢ @ 12.5% on Rs. 28,86,160.00 Rs. 3,60,770.00

Total tax due ' ' Rs.  4,29,208.00

Less input paid Rs. £0,363.00
. Balance tax due - Rs. 3,48,845.00.

Interest due upto 12709 @ 33% Rs. 1,15.120.00




™

Total tax due Rs. 4,63,965.00

Tax paid (115120+176378) Rs.  2,91,498.00
__Balance Rs. 1,72,467.00
Interest upto 7/10 ) Rs. 12,073.00
Total balance due Rs. 1,84,540.00

As per the revised resurn filed, the net tax due was
. Re. 2,91,498 which was paid as per chalan No, 184 dated
08-1-10. The balance tax and interest as per the revised order -
was Rs. 184540/ - which was paid as per Chalan No. 156 dated
15-09-2010. .
i 8. Omega Elevatar Erngloulem - 07-08

The assessee, Kumar. M. Desai, Omega Elevarors, is a
dealer engaged.in the business of Supply, Installation, testing
and commissioning of lifts. The head office of the firm situated
in Ahmedabad in Gujarat. They have all India business and
effected sale in different states of India

The all India rurnover as per the (Consolidated Profit &
Loss Account is Rs. 4,36,00,640/- The Accountant General, |
estimated turnover of Kerala, by deducting sales in the State of
Gujarat Rs. 4,24,97,812/- Maharashtra, Rs. 8,60,03,232/- sale
in the other States Rs, 10,64,38,778/-. The turnover of Kerala
‘is included in the sale in the other States. But the Accountant
General taken it as Rs, 20,10,66, 519, which, includes other
réceipts such as octroi receipts, purchase goods returns, export
sales etc related to other States and head office.

The tax estimation of escaped turnover is totally wrong.
The branch in Kerala have only stock transfer of lifts, lift. parts
amounting Rs. 1,98,83, 251 /- Bale vonceded in Form 13 & 13A
is only Rs. 2,84, 41, 501/- and it is evident {rom contract
receipts details filed . In the light of the above, the estimation
of escaped turnover of Rs. 17.25 crores is against facts as it [
Jincludes sales in other States

9. (a) Cheloor Property Tsr —06-07

" The anmial return and 13 & 13A filed by M/s. Cheloor
Property Development. Projects Limited, Punkunnam shows
“that the dealer had reccived only Rs. 10,48,98,968/- as
receipts during 2006-07 snd they paid compounded tax for the
above receipts. ln the Profit and Loss Account the assessec
conceded Re. 13,37,85975/-as income from sales., This
tumover inciudes the total saie receipts of théir completed
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projects. For the sales of their completed projects, the
company had already received advances in the earlier years
and also paid tax for the advances received in the previous
years. Thus the total sale amount. of the completed projects
| included in the Profit and Loss Accounts. As such there
occurred difference in receipts and income.

A notice under section 25 (1) was issued to M/s. Cheloor
Property Development Projects to assess the turnover of R,
13,37,85,975/ -and inviting their objections. The assegsee filed
reply and stated that they were paying tax on receipt basis and
this includes adyance amounts received before completion of
the projects. The advance received is taken 1o the credit of the
Profit and Loss. account only on completion of the entire
project.” A copy of the re-conciliation statement of income - was
also furnished by the dealer for reference. As the assessee had
already paid the tax due for the advapces received for the
completed projects and advances were included in the Profit
| and Loss Account as imcome, there will be no escape of
turmover.or tax for the year 2006-07.

{b) Cheloor property Tsr - 07-08

The annual return and 13 & 13A filed by M/s. Cheloor
Property’ Development Projects Limited., Punkunnam, Thrissur
shows tpat th.c dca.ler had received only Rs. 16,99, 85,213/ as
| Teceipts, glurmg~2007 08 ‘and they had paid tax at compounded
rate for the above receipts. In the profit and loss account the
assessece had conceded Rs 18,17,98,183/- as income from
sales. " This"'tiifiover includes the total receipts of this
completed projegts, For the sale of their completed projects, the-
compayy, hq.d already n:omved advances in the earlier years and
alsp pa.ld tax fqr -the advances received in the previous years.
Thus the 1otal sale amount of the compleu:d projecis was
included in the profit’and loss account, As such there was
‘I difference in receipt and income. The Commercial Tax Officer |
{WC) issued a notice under section. 25 (1) to the assessee
proposmg to as' ss the turnover of Rs. 18,17,98, 183/- To this
the assasspe ed reply stating that they used to pay tax on
receipt basis and this including advance amounts received
before the completion of the projects. The advance reccived is
taken t¢:the credit. side of the profit and loss account oniy on
completion: of the entire project. Since the assessee had already
paid the.iax due for the advances received for the completed
projects .and .advances were included in the profit and loss
accounts as income, there is no escapc of turnover or tax for the
year 2007 08. :
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'L-}'Qecovery of
overpayment pointed
out by audit

{c)

Recovery of under
assessment, short
levy or other dues

(d)

Modification in the
schemes and
Pprogrammes
including financing
pattern

(e)

Review_of similar
cases/compiete -
scheme/ project in
the light of findings
of sample check by
Audit findings of -
sample check by

Aundit

oo,

S.PADMANABMA PILLA!
Additional Secretary,
Taxes Deparunent,

Govt. Sccretariat

Thiruvananthapuram.
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Action taken Notes op

C& AG’s Reports

(a) | Department F:OMMERCLAL TAXES

(b) | Subject/Title of the Review Short levy due to turnover
Paragraph escaping assessment.

'{c) | Paragraph No. 2.12.1.3

(d) | Report No. and Year C& AG report ended 31.3.2010
11 . !(a) | Date of receipt of the Draft )

Para/Review in the Department | &5 &~ e

{b) 23.11.10

Date of Department’s Reply

m

Qist of Paragraph/Review

In the Commercial Tax Office
(WC), Emnakulam, during the
scrutiny of assessments records
for the year 07-08 and 08-09 it
was noticed that the assessee
M/sIVRCL Infrastructure &
Projects Ltd. ¢laimed exemption’
under Rule 1{2)A of the Act
from the total turnover of
contract receipts and paid tax
on the balance taxable turnover
for the years 07-08 and 08-09.
The audit note specified that
the cost of goods transferred in
the execution of works contract
along with the profit element is
considerably higher than the
taxable turnover that the
assessee returned. As such the
assessee is liable to pay tax on
the cost of goods transferred in
the works contract instead af
on the total contract recei;its.
This defect was not detected by
the assessing authority which
resulted in short levy of tax and
interest of Rs.16.91 crore,

(L

.
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{a)

e

Does the Deparument agree |
with the facts and fipures | Yes
included-in the paragraph? |

b

If not, Please indicate areas l
of disagreement and alsi: ‘
attach copiés of relevani %
decuments in.support !

(a)

Does the Department agree {1 -
with the Audit conclusivns? . |

A gt e et 2 ey

| {bj

e

If not, please indicate [
specific areas of i
disagreement with reasons |
for disagreement and also |
attach copies of relevant ]
documents where necessary I

395/2016.
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overpayment pointed .

‘out by audit

VI -Remedial action taken
The assessment made for the 1+ quarter of the year
lmprovement in systemn | 2007-08 was remanded in appeal for iresh disposal. }
(a) | and procedures, « Subsequently, the assessment for the years 2007-08
inchading internal und 2008-09 were completed afresh and demand notice
controls issued for the year 2007-08.
(b) | Recovery of

(c)

Recovery of under
assessment, short levy
or other dues

d

Modification in the
schemes and programemes
ingluding financing
paitern

{e)

Review of similar

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

& PADMANABHA PILLAI
Additional Secretary,
Taxcs Department,

GCovi Sccretariat

Thwuvananthapuram,

o

o r

e
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Action talien Notes on Cé LG’s Reports

1 (a} | Department
|

VCOMMERCIAL TAXES -

(b)

— - —

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

I
i
i
E Subject/Title of the Review | Short levy due 1o excess
| Paragraph II availisig of Input Tax credit.
- (¢) T Paragraph No. T 31269000 |
L {d) | Repart No. and Year C& AG reportended 31.3.2010 |,
; 3 {a) { Date of receipt of the Draft _ 1
! Pars/Review in the Depariment 7 e U !
| {b) | Date of Department’s Re“p_!_y_-'— 1 8.7.10 J
E '] [During the scrutiny of assessment |
i (Gist of Paragraph/Review ! records it was noticed that
E S | M/S.CPMC  Lid., & dealer in
! | pesticides, fertilizers, sprayers etc,
{ | availed input tax credit of Rs.2.60
F l crore for the years U5-06 w 07-08
| | against  the eligible creda  of
: Rs.2.57 crore. This resulted short
tevy of tax and interest of Rs.4.53
takh, ;
IV {a) | Does the Deparunent agree :
‘ with the facts and fgures | Yes X
1 included in the paragraph? i
{ If net, Please indicate arecs of i
I (b} disagreement and also attach I
" | copies of relevant documents in |
| support ! N
v {a} | Does the Department agree l - ]
with the Audit ¢onglusions? \ :
[b) | I not, please indicate-specific - {
|
1
]
I
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-
Vi Remedial action taken
E . 1 ,v_ Based on the audit observations, the assessments for |
‘ i | lmprovement in system _thc vear 2U0A-06, 2006-07 and 2007-08 in respeet of
; {a) i and procedures, I'M/s.Cardamom Processing and Markeung Co-Operative |
I including internal Soviety Lid., were revised under section 25{!) of KVAT‘I
| controls. Act crreating additional dem_agci as under. i
i . Year Addl.demand E Interest ! :
L ! [ 2005-06 120664 60332 !
| ! [ 2006-07 | 119538 | 45424 |
i | | 2007-08 | 103871 27006 |
! Agprieved by these orders, the assessee filed appeali
| before the Deputy Commissioner {Appeals], Emakulam i
i land as per order No KVAT 2463, 2464 and 2465/10
i i dated 31.12.10. Deputy Commissioner {Appeals),
| Emakulam has remanded the assessment for the year
| ! 2005-06 to 2007-08 for iresh disposal. ;
; {b) | Recovery of I ’
| overpayment pointed i
i out by audit i
i | Recovery of under i
i‘ {c) | assessment, short levy | -- E
| or other dues | i
: Modification in the ] ]
! (d) schemes and programmes - i
[ including financing . ‘
| pattern -I
E {e} | Review of similar |
i A cases/complete | l
; scheme/ project in the . ]
E light of findings of sample - !
n check by Audit findings of ‘E
| 1

sample check by Audit

£ PADMANABHA PILLAI
additional Seeretary.
Taves Qoparunest,
3ovt. Secretariat
Thia uvantanthapurain.

oF
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Action taken Notes on C& AG's Reports

"*‘r"

] | ia) | Department I'COMMERCIAL TAXES
i | .
E— {b} i Subject/Title of the Review Short levy due to excess
‘ Paragraph "t avaiiing of lnput Tax. :
(c} | Paragraph No. T312.6.3 k
{d) | Report No. and Year C& AG report ended 31.3.2010 |
i1 {a} | Date of receipt of the Draft : [
: Para/Review in the Department | &~ %1% :
{b} | Date of Department’s Reply | 29.9.10
I}t ’ - In Asst.Commmissioner, Spl. Circle,
Gist of Paragraph/Review Malappuram it is noticed that an
assessee M/s. Aryavaidyasala,
Kottakkal, Malappuram effected
interstate  stock transfer  of
auyrvedic products for Rs.16.38
grore and Rs.19.02 crore during
2005:06 and 2006-07 respectively
and claimed the entire input tax
credit withour limiting it to tax
paid in execess of four per cent on
stock transfer outside the state,
This resulted in short levy of tax
and interest of Rs.41.69 lakhs.
IV {a) | Daes the Department agree ‘ '
with the facts and figures Yes i
included in the paragraph?. J
If not, Please indicate areas of !
(b | disagreement and also attach
copies of relevant documents in
support _
v (&) | Does the Deparunent agrec --
- | with the Audit conclusions?

{b) | If not, please indicate specific I
areas of disagreement with -
reasons for disagreement and ‘
also attach copies of relevant

| documents wheré necessary | 1




Vi Remedial action taken

‘i { f T Rotce under section 2ol of the KVAT Act was issued on |
! i \ improvement in 1.1.2010, propoesing o disallovw the Input tax. On receipt |
E i (a} ! sysiem and Of, the notice 1%';‘; assessee has re;n‘ir.ted Rs 1&_5;},163/— ;
| procedures, including with inteyest of Rs.7,14.455/- for the year 2005-06. They !
f Fimernal controls. | E‘ﬂiﬂgf rc-mittmj}ia. 12,14,191/- Jor the year 2G06-07. |
| {‘ Armournt r Chalan ? Date i $ I
! j IRs.} . Ng, |
i I i 15,32.365% T '7—22.?‘20()9 ! Dist.Treasury, l
; : i E Malappurain i
| 7,14455 1 434 g 17.3.200¢ -do- !
| 12,14.191 | 435 [ 17.3.2009 ! ~clo- ,
i {b} | Recovery of ‘
i ! overpaymernt pointed !
i out by audit : |
‘ Recovery of under f o

{c) |assessment, short levy | - r
‘ ‘or other dues :
F Modification in the | -
! (d} schcmes_ and i -
J { programmes including
h i financing pattern i
! {e) Review of similar
! cases/compfete
‘ schéme/project in the ' i
| light of findings of } - [
! sample check by Audit ]‘ J
J{ findings of sampie check ! x
i ! I

by Audit

ADMANABHA PILLAI
Acinticual Secretary,
Taacs Departnent,
Govt. Secretariat
Tinpay ananthapus e,

L
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Action taken Notes on C& AG's Reports

(a} | Department

! COMMERCIAL TAXES

Short levy due to excess

(b} | Subject/Title of the Review
) Paragraph : ‘availing of special rebate.
(¢) | Paragraph No. 2.12.8.1({a)
(d) | Report’No. and Year C& AG report ended 31.3.2010
I (a) | Date of receipt of the Draft
Para/Review in the Departinent | /4 & - 10 .
(b} | Date of Department’s Reply | 10.12.10
m : In Commercial Tax Officer, Special
Gist of Paragraph/Review Circle-l, Ernakulam, during the
scrutiny of assessment records it
.| was noticed that assessee M/fs.Joy
Alukkas Traders {India) Ltd. who
effected interstate stock transfer of
gold ornaments vahied at
Rs.151.04 crore for the year 06-07
availed special rebate_for the entire
_purchase instead of limiting it to
the eligible limit which reswlted in
short levy of tax and interest of
Rs.1.67 crore.
v {(a) | Does the Department agree
: with the facts and figures Yes
included in the paragraph?’
7 | If not, Please indicate areas of
(b) | disagreement and also attach
copies of relevant documents in
support .
v {a) | Doesthe Department agree -
with the Audit conclusions?
(b) | If not, please indicate specific.

arcas of disagreement with
reasons for disagreement and
also attach copies of relevant,
documents where necessary
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vl ‘ Remedial action taken

28

WThL acsounis of the

(@)

inciuding internal | pri dssessnient o
controls.

|
|
i
i
|
b
| |
|

i

| [(Appeuls), Ernskuiam.

fbj ~ | Recovery of averpayment
pointed out by audit

l before the Depury Commissioner {Appeals), Ernakulam .

Ssee wers verified and input t |
improvement in system | spoeciat rebeae it.‘hm 10 be disaliowed is disallowed as |
i and procedures, I per nrder doted 24 310, Tax additionally demanded as
ler is Rs.2,93,68,045/- and interest
723827 Revenue Recovery Certificate hus;‘
already heen jssued,  The assessee has filed dg:apeais

1 and has obtained conditional stay. The appeal 15 sull |
! pending  disposal bejore the Deputy Ct‘mnnssmnerl

) 1 assessment, short levy or

l
!
Recovery of under |
!
other dues l

Modification I the T—- B
(d) schemes and programmes
| v inchuding financing

patters

fet | Review of similar i
cases /complete |

| scheme/project in the I

lkgh! of findings of samnple ; .-

check by Audit findings of 1

: sample check by Audit .

i

S.PADMANABHA PiLLAI

Acdditional Secrelary,
Taxcs Deparunegin,
Govt. Secretarniat

Thiruvananthapuram,

“

'
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Action taken Notes on Ci AG’s Reports ‘

{a} { Department. | COMMERCIAL TAXES
(b} | Subject/Title of the Review Short levy due'to excess
{ Paragraph availing of special rebate,
(c} | Paragraph No. 12.12.8,1(b} . .
| (d) | Report No. and Year Cé AG report ended 31.3.2010
1T (a) | Date of receipt of the Draft .. .
Para/Review in the Department | [ & 16
- {[b) | Date of Department’s Reply |11.10.10 . .
m In the Special Circle (Produce),
Gist of Paragraph /Review Mattancherry, M/s.Harrison
Malayalam Ltd. has effected
interstate stock wapsfer of tea,
manufactured by them valued at
Rs.29.88 crore during 2006-07.
The assessee availed special rebate
on such goods so stock transferred
in contravention of .the provisions
| of section 12(1) of KVAT Act 2003,
The excess special rebate availed
| conyes to Rs.5.96 lakhs.
IV |{a} | Does the Department agrec ‘
- ‘with the facts and figures Yes
included in the paragraph? ]
if not, Flease indicate areas of '
(b) | disagreement and also attach
B copi¢s of relevant documents in
support
Vv (a) | Does the Department agree -
with the Audit conclusions?
(b) | f not, please indicate specific
areas of disagreement with
reasons for disagreement and
also attach copies of relevant
documents where necessary

395/2016.
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. /
Vi Remedial action taken
! The assessee cffected purchase of tea ujfs 6{2] from.
lmprovement in system unregistered  dealers - and subsequently  stock
(a) - | and procedures, wransferred to outside the state. The availing of special.
including internal | rebate is irregular and against the provisions of the
controls. KVAT Act 2(?03. i
. Accordingly the Asst.Commissioner has issued notice to
the assessee and they have remitted back the excess
special rebate with intérest and settlement fee. The
exact amount availed by the assessee is Rs.7,87,004/-
The details of remitiance are as follows.
Special rebate availed in excess Rs. 787004
Interest due upto 31.7.2010 Rs,283321
Settlement fee ’ Re.566643
Total Rs.1636968
The entire amoun! has been paid on 9.7.10 vide cheque
No.233545 and encashed. on 17.7.10 vide chalan
No0.8.99. ]
(b} - | Recovery of overpayment
pointed out by audit
Recovery of under
{c] |assessment, short levy or --
other ducs )
Modification in the
{d] {schemes and programrmes --
including financing
pattern
(e} Review of similar
cases/complete
scheme/project in the
light of findings of sample --
check by Audit findings of
sample check by Audit

S.PADMANABHA PILLAI
Additional Secretary,

Taxes Deopartment,

Govi. Secretariat

Thyruvananthapuram.
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Actionltaken Notes on C& AG’;‘ Reports

(b

-documents where necessary

areas of disagreement with
Teasons for disagreement and-
also attach capies of relevant

‘t (a} ! Department COMMERCIAL TAXES
{b} | Subject/Title of the Review Short levy due to excess
{ Paragraph ‘ availing of special rebate.
{c} | Paragraph No. 2,12.8.2(b)
{d) | Report No. and Year C8& AG report ended 31.3.2010
I .| (a) | Date of receipt of the Dratt )
Para/Review in the Department | 2% & -1
{ {b} | Date of Department's Reply '1-11.10.10 .
i 2 . A deslerin cashew nut and kerrial
Gist of Paragraph/Review M/s. KSA Kemeth & Sons ciaimed
. special rebate relating to the
purchase tax pajid under section
6(2) during the year 2006-07
- velued as 6.49 lakh for the year-
| 2007-08. However the asscsscr
had alrca.dy claimed the entire
gpecial rebate for the year 06-07.
Thus the excess  allowance of
special rebate resultsd in short
: _{ levy of tax Rs.6,48,922/-.
v {a) | Does the Department agree
with the facts and figures No
included in the pardgraph? ’ . )
If not, Please indicate areas of | The special rebate availed by the
(b}. | disagreement and also attach dealer during the year 2007-08 is
- copies of relevant documents in | in order and therefore there is no
. support excéss allowance of special rebate.
Vv la} | Docs the Department agree S .
) with the Audit conclusions? -
If niot, please indicate specific
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x

agtion taken

v

{a)

7
' Improvement.in sysiem
i and procedures,

! including internal

i controls.

_TT‘:_e Accountant Generals findings are that as the

ausessee claimed entire specia! tebate for the purchase
tax under sectipni-6{2) for the year 2006-07 during in
that year itsell and therefore no special rebate 1s

available on 2006-07 to  adjust towards 2007-08

AysessIent year. ]
The Asst.Cominissioner (Assmt.), Spl. Circle, Kasargod

has verified the accounts of the dealer with reference to

the audited statements filed by the dealer for the year
2006-07 and 2007-08. The special rebate claimed by
the dealer during 2006-07 was m respect of the
purchase tax due for the year 2005-06 which amounts
Rs.7,39,388/- which was remitted as per chalan No.154
dated 31!.7.2006 and not the purchase tax due for the
year 2006-07. The purchase tax due for March 2007 is
Rs.6,48,922/- which had been paid as per chalan
No, 106 dated 30.4.2007 ie., special rebate admissible
only in 2007-08.

The factual position of 6(2) purchase due for 2006-07

are explained below,

Total 6(2) purchase tax 2006-07 Rs.1921101
Purchuse tax due for 05-06 remitted Rs. 730388
in 31.7.06 (as per chalan No.154/31.7.06)
purchase tax due for 3/07 remitted on 30.4.07

| Special rebate admissible in 07-08 as per Rs. 648922

the provision

| Total special rebate admissible " Rs.2011567

Total special rebate claimed by the dealer Rs, 2011567
during 2006-07 .

Hence the special rebate availed by the dealer during |

the year 07-08 is in order and therefore there is no
excess allowance of special rebate.

b

Recovery of

overpayment pointed

out by audit

L

LN

¥ a
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)

Recovery of under 1

assessment, short levy
or other dues

{d)

Modification in the
schemes and programmes
including financing
pattern

@

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

5.PAD

MANABHA PILLAL
al Secrctary,
arument,
retariat
hapuram.

addition
Taxes Do
Govt. Scc
Tinruvanant
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Action taken Notee on C& AG’s Reports

(a) | Department E COMMERCIAL TAXES

{b) | Subject/Title of the Review . | Shart levy of Output Tax.
Paragraph '

{© |Paragraph No. 212903 ‘

" | {d) | Report No. and Year " C& AG report ended 31.3.2010

(a) | Daic of receipt of the Draft
Para/Review in the Department | #~ &-1e

(b).| Date of Department’s Réply | 19.10,10 ]
. . ! During the scrutiny of records in

Gist of Paragraph, /Rcﬁcw the * Asst.Commissioner, Special

- B Circle, Mattancherry at Aluva in
September 2009 noticed that
M/s.Jaishankar Steele has availed
input tax credit of Rs.57.06 lakh
i w: or the year 07-08 on a purchase
turnover of Rs.14,19 crore as
conceded in the annual return.
However as per Form 13A and
Profit ‘and Loss Accounts, the
asseases is eligible for an input tax
credit of Re.49,30 lakh only on the-
purchase tumover of Rs.12.26
crores. This resulted in short levy
of tax, interest and penal interest

) o - v i of Re.11.73 lakh.
. . the fucts and figures included in No
the paragraph? )

X 1f not, Please indicate areas of | As per the Form 13 the purchase
"(b). | disagreement and also attach | value is inclusive of Excigse Duty

copies of relevant documents in | element ‘and no excess I[PT availed

support in this case on that amount.

(a) | Does the Department agre= with -
the Audit conclusions?

{b) | I not, please indicate apecific
' arcas of disagreement with
reasons for disagreement and also
attach copies of relevant
docurnents where necessary

LN

W
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Remedial ﬁction:; taken 4

1mprovement in system
and procedures,
including internat
controls.

In the annual return, the aggregate of purchase value +
CENVAT element was shown as purchase valué of
1 Rs.14,19,01,315/-. The CENVAT -and cess on CENVAT
| was not inciuded in the Profit & Loss accounts. Thus
the purchase value was shown as Rs,12,25,95,267/- in
the Profit & Loss accounts. In the annual return the
dealer  have shown their ‘total -purchases "as
Rs5.14,19,01,315/- which includes the price and
CENVAT. _As per the definition in the KVAT Act the
purchase cost will include central excise duty element.
Hence the difference between the total purchasc value
of the rerurn and accounts.

As per the Form 13 the purchase valug is inclusive of
Excise Duty elemnent and hence ne excess IPT availed in
this case.

{b)

Recovery of overpayment
pointed out by audit

€}

Recovery of under
essessment, short levy or
other dues

(d)

Modification in the

-schemes and programmes

including financing
pattern -

(e)

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

at

sample check by Audit

PADMANABHA PiLLAL

Addinonal Secretary,
Taxes Geparunent,
Govt. Secretariat

Thiruvananthapuram!
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Action taken Notes on Cé AG’s Reports

| (a) | Department { COMMERCIAL TAXES ) |

{b) | Subject/Title of the Review f Shert levy of Output Tax.

Paragraph i o
‘| (¢} | Paragraph No. ’ 21294
(d).| Report No. and Year C8& AG report ended 31.3.2010

(a) | Date of receipt of the Draft . f
R . PN} .
Para/Review in the Department '

() | Date of Department’s Reply | 30.7.10

. ) In  Commercial Tax Office,
Gist of Paragraph/Review Special Circle  (produce),
Mattancherry, the Accountant
General has noticed in June |
2009 that M/s.Freeze
Engineering Industries, an
assessee failed to assess tax on
DEPE license for the years
2005-06 to 2007-08, valued at
Rs.1.57 crore, This resulted in
short levy of tax, interest and |
penal interestof Rs.10.55 lakh.

I
|
—

{a} 1 Does the Department agree
with the facts and figures Yes
included in the paragraph?

|
| If not, Please indicate aress of i
(b} | disagreement and also attach I
copies of relevant documents in
support

{a) | Does the Department agree --
: with the Audi; conclusions?

{®

If not, please indicate specific
areas of disagreement with
reasons for disagreement and
also attach copies of relevant
| documents where necessary

¥4
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Remedial action taken

scheme/ project in the
Light of findings of sample

! ; T T:"ng‘;‘:.iv‘rc"' 2 lg‘ncerlr_g Industries fled pmfn wnd |
; ' Improvement in system !luu, accoum jur the years 2005-06 w 07-08 znd '
i e | and procedures, Idm wsed ne r‘lpé by wa)l GC{ DE;PB sales.  Bul thr:-l
i : s assessee omitted to include this warnover in the
t 1 i mcludlr}g mternai Eretu'_ s [iled.  Subsequently this fact has been |
i! ! ' controls. ; =3 10 the dealer and they remitted |
4‘ j ' L 8.6, 280G/ - an 27,08,09. Our of this an amoumi
j | : ! Ks.1.41,87%/- hes been adjusted towards l
: | Lingerest, |
| i i | The Jc.dlm remuitted this amount also with further
l | i | interest “due  as  per D.D.No.493792  dated 1
| ; | P 26.53.2010 for Rs.1,59,648/-. The assessee na:,‘
| i i already declared DEPB sales in the Profit & Loss |
‘= [ | PAccount for the years 2005-06 to 2007-08. Thusi
L ‘ 1 the short levy i this case has been made good. J
' 1L Recovery of overpayment i l
; | pointed out by audit | i
!'#; ] Recovery of under ; T
P | (c) |assessment, short levy or l -- i
! other dues ! |
j 1| Modification in the i '
; ! {d} !schemes and programmes }‘ -~ [
i | inctuding financing ‘ |
! | pattemn '
r t le} | Review of similar __I— T j
! ; cases/complete ; :
T
i | \
I J
: I
j

395/2016.

check by Audit findings of
sample check by Audit l

Ao

il

S. PADMANABHA PILLAY
Additionzl 5 ancretary,
Tuxes Cepar Imeart,
Covt, Seeretaniat
Tlumvmmnthaauram
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Action taken Notes on C& AG's Reports .
{8} | Department COMMERCIAL TAXES l
{bj | Subject/Title of the Review Short levy due to incorrect l
- | Paragraph allowance of discount. L
{c) [ Paragraph No. . 11
2,12.10. 1{a}
{d) | Report No. and Year 'C& AG report ended 31.3.2010
11 {a) | Date of receipt of the Draft
L Para/Review in the Department P R : 4‘{
‘ (b) | Date of Department’s Reply | 20.1 1.10 ;
i M/s. Philips Carbon Black Lid. |
Gist of ParagraphjReview an - Aassessee incorrectly
. excluded the turnover in
' respect of discount amounting
1o Rs. 12.37 crore and Rs. 1.17
crore for the years 2005-06 and
2006-07 respectively which
were not shown in the invoices
raised by the dealer. This
resulted in short levy of tax of
Rs: 54.18 lakh . I
v {a) | Does the Department agree ‘ i|
| with the facts and figuares Yes |
‘included in the paragraph? | |
Ifnot, Please indicate areas of _—1]
| () |-disagreement and also attach . \
. copies of relevant documents in !
support ) D
v {a) | Daes the Departmens agree -- 41
with the Audit conclusions? 5
(b | If not, please indicate specific b
areas of disagreement with ) !
reasons for disagreement and E
also attach copies of relevant
[ documents where neceasary !
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% Remedial action .tal'.e.g)/
I ! The dealer had incorrectly excluded the. turnover in
: i lmprovement in system | respeet of discount allowed subsequent to sale anc
| (&) and pracedures, short levy 1o the tune of Rs. 54.17 lakhs occurred.
inch.iding internal Subsequentiy the assessment for both years 2005-06
controls. and 2006-07 have beer completed by the Assisiant
Comumissioner on 16-09-2010.
At arnount of Rs.79,50,568/- and Rs.14,70,588/- was
demunded for the years 2005-06. and 2006-07
respectively and same is under revenue recovery
proveedings now.
| The assessce challenged the orders before the Hon'ble
High Court in WP{c}No.2611/11 and as per order dated
28.1.11, the “RR proceedings were ordered to be kept in |
abeyance for a period of six weeks from the date of
order, to facilitate the petitioner to take appropriate
steps to challenge the orders in approprate |
proceedings”, .An SLP © No.7359/11 has been filed
.‘ befcre the Hon'ble Supreme Court by the assessee.
(b} { Recovery of overpayment i
pointed cut by audit :
Recovery of under
) assessment, short levy or | -
i other dues !
r Modificaticn: in the 1 :
(d) schemes and programmes -- :
| including financing ;
pattern .
(e) Review of similar ‘
cases/complete
S&eme/pmject in the
light of findings of sample --

check by Audit indings of
sample check by Audit

NABHA pILLAT™

' Ac]duiona\ gecretaly,
- Taxes Dc—parlmgm,
Govl Sec_re\anat

Thiruv an:mlhapuram,

PADMA
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Action taken Notes gn

Cé& AG’s Reports

[ T [Deperoment T CONMMERCIAL TAXES ;
; : i
F_ l (b} 1 Subject/Tilie of the Review | Short levy due to incorrecrt ;
Paragraph | allowance of discount. ‘
{c) | Paragraph No. A |
2.12.10.(2) g
(d} | Report No. and Year C& AG report ended 21.3.2010
Il {a] | Date of receipt of the Draft ‘ T - I
Para/Review in the Department | ~ 7 & *'f |
B (b} | Date of Department’s Reply | 8.7.10 ﬂ
I ‘ In  Commercial Tax Office, |
! t " s .
Gist of Paragraph/Review Nedumkandam, during the
§ scrutiny . of records it was |
‘ noticed that a dealer in cement |
iand A.C. sheet received an'
| amount of Rs.24.83 lakh for|
H the years 2006-07 and 2007-08 |
I as discount subsequent Lo sale, }
! but availed -input tax credit on |
! the entire purchase rturnover |
| {instead of limiting it to that.
: | extent. This resulted in excess |
! availing of input tax credit of '
1 Rs.3.10 Lakh, I
| v (a) | Does the Department agree
i with the facts and figures Yes i
‘included in the paragraph? i :
If now, Please indicate arcas of | T !
(b) | disagreement and also ateach |
- | copies of relevant documernts in
L i ! support | :
! Vo ! {a) 1-Poes the Department agree i -- \
. with the Audit conclusions? \ ]
{b) | If not, please indicate specific : !
: | arcas of disagreement with |
% reasons for disagreement and ‘
: glso attach copies of relevan: |
L documernis where necessary |

vy

in g
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31 Remedial action talen

unie, hijs. heszie Trading Company,
. b oan assessee ol the rolls of the
Tux OfMce, Nedumkandarny bearing TIN

i

' 1 ta) "'m(_l prlocgcliures, i3 4235 dealing with cement and AC sheers. On
. i i inciuding internal further soratny of the assessment records it is revealed
: . | controls, %i’rum tihe Woiit end LOSss Accounts that the assessec!
: ' i i recoved discourn during the years 2006-07 and 2007-
i i 08 an  wnoual o /- and Rs.7646247-'
: I : respectively. But the assessee avedied entire amount as i
‘ ; Pnput Tasy eredit claim for both years. This is against
| ; | | provisions to Secion 1143) of tne KVAT Act 2003, In the
' ClLCUInSEn . the assessments for the years 2006-07
} ‘ and 2007~ were revised on 06.02.2010 by inciuding :
; I i the ¢scaped turnover specified in the andit objection.
| 1 An amount of Rs.2966217- and Rs.138526/- was
: ‘ | additionally assessec as tax wnd inierest for the years i
: ! i 1 20006-07 and 2007-08. Assessment along with demand
! : | i notice was served on 17.02.201¢. But the assessée has |
; N b not remitted the amount. Hencs i1 was advised to be
; i i callected by inspecting Assistam Commissioner, Idukki |
! 1 ] | through Revenue Recovery .
: : i

i (b} . | Recovery of wverpayent | -

. | pomted out by audit
| i | Recovery of under i o
; I ©} i assessment, short levy or -
L other dugs
F '—[ Modification in the ’
| GH sehemes aud Prografinines : -
i mcluding financing '
l I | pattern ) s . o N i
. | (&) | Review of similar o ’ ’ 5
' ; | cases/complete ! 1
! | b schieme/ project in the J
L l‘ ! Ligm of findings of swn.ple } --
i I check by Auadit findinps of . !
E ) ‘L | sumple check by Audit ; i
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Action taken Notes on C& AG’s Reports

{a] 7 Department TCEMMERCIAL TAXES ]

: |

—— ar— |

(b) [ Subject/Title of the Review Short levy due 10 tncorrect '

Paragraph compuration., J

{c) | Paragraph No. T |
2.12.11.2

(d)} | Report No. and Year

Ci AG report ended 31.3.2010 |

S {a} | Date of receipt of the Draft -
Para/Review in the Department | *7/ - & -1
(b) | Date of Department’s Reply |23.7.10 ‘
il In Commercial Tax office, Special
Gist of Paragraph/Review Circlg—l‘ Ernakulam, during the
' scrutiny of assessment records of
M/s.Joy Alukkas Traders {India){P)
Ltd., it was noticed that assessee
assessed output tax on the sales
turnover of gold ornaments valued :
jat Rs.343.63 crore for the year
| 2006-07 on Rs.10.50 crore instead
of 10.64 crore. This resulted in a
_short levy of tax and -interest of
S Rs.17.18 lakh. [
v (a) | Does the Department agree
with the facts and figures Yes
in¢luded in the paragraph? . B
If not, Please indicate areas of i
(b} |-disagreement and also attach " ;
copies of relevant documents in -
. | support o
\'A (8] | Does the Department agree -
with the Audit conclusions? “;

{b} | f not, please indicate specific
areas of disagreement with
.reasons for disagreement and
alsc attach copies of relevant
documents where necessary,

I

..



¥

111

V] - Remedizal action tzken -
‘ 1 : PR s oy Alul s Traders {lndia) {P\‘_Llcli., Ernakulam 1s
" Snprovement in systetr jan assessee on the rolls of the Asst.Commissioner,
D { and procedures ) Special Circie-1, Emakulam beaning TIN |
Al ana procecures, No 32070242395, . Verification of returns and accounts |
5§ I including irternal reveaicd thai the assesseg has not shown sales return |
‘ i controls. during the first few months in the returns filed. |
l | Difference in remittance of tax has occurred due to this |
i ! | aspect,  Allowable sales return has 'been allowed. 1
! | Verification revealed zhort remittance of Rs.2,51,448/- .
i ! for which assessment is dune. As per the assessment |
J 1 ! order dated 24.3.10. tax demanded is Rs.2,93,68.045/- |
| | fand imerest Rs.1,27,72,382/- for which RRC has
I i | already been issued. The Hon'ble High Court as per
[ 3 i arder dated 5.4.10 in WP(c)No.12428/ 10, directed the
: ! Deputy Commissioner (Appeals), Ernakulam to hear
1 i ' stay petition and pass orders therson and stayed ;
| i cuercive steps ull that time.
| | Stay condition is fulfilled, and the assessee has paid
i | Rs. 70,23,405 as per chalan No. 2477 dated 31.8.10
i ' and Rs. Rs. 70,23,405 as per chalan No.234/ dated
9.02.10 out of 1otal demand Rs. 4.21 Crore as per !
assessment order dated 24.3.10.
(bt ! Recovery of overpayment
pointed out by audit
Recovery of under
] assessment, short levy or ..
other dues
Modification in the schemes |
{d) and programmes including -
| financing pattern ‘
(e) Reviev of similar : 1
cases/complete - * E
scheme /project in the light i
of findings of sample check . :
! by Audit findings of sample i
i check by Audit |
A — : i

L UATE A AEH APILLAY
Aadtionet Secreio e
Takes Gopasiment,
Govt. Secretartat
Thiruvananthapuram.
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Action taken Notes on

C8 AG’s Reports

also attach copies of relevant -

{a} | Department | COMMERCIAL TAXES
, . : ;
(b} | Subject/Title of the Review | Shert ievy due to incorrect i
Paragraph compm ation. 1
(c} | Paragraph No. [
42 12.31143) l
{d) | Report No. and Year ! C& AG report ended 31.3.2010
11 {a) | Date of receipt of the Draft
| Para/Review in the Department | &< "% e
(b} | Date of Department’s Reply 11.10.10 |
FEN ] In Commercial Tax Office, Tifur in i
Gist of Paragraph/Review April 2009, the  Accountant]
, General (Audit) has noticed that .
) compounded rtax for the year!
1 2006-07 of M/sMalabar Gold !
Jewels [P) Lid., a dealer in gold ‘
OImanients who commenced |
business in 18 February 2007,
was . fixed incorrectly due 1o
reckoning of tumover from the |
j period 18 February 2007 to 28 |
f February 2007 as the turnover for
. \ one month. This resulted in short
!assessmcnt of tux and interesi of
Rs.10.12 lakh for the ycar 2006-
LU’? and 2007-08. -
v (a) | Does the Department agree i
with the facts and figures Yes
included in the paragraph? H
If not, Please indicate areas of !
{n) | disagreement and also attach
copies of Televant documents in
Support
v (a) | Does.the Departl:ncnt agree -
. with the Audit conclusions? 1 i
(b} | If not, please indicate specific |
areas of disagreement with |
reasons for disagreement and }
i‘

documents where necessary
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v Remedial action teken
H r i gThc compounding assessments for the years 2006-07 !
: Improvement in system | and 2007-0% weie m\_'iseq afier gving o;l)pa‘nuniry to the
S ¢ deaier 10 raise objecton if any. Accordingiv an amount
. ylal . and procedures, of Rs,891354,- (Rs. 112830/ dnd Re.776524/- for the
i : | including internal *!years 2006-07 and 2007-08 respectively) was demanded
: ! ; controls. : i from the dealer with interest.
| i | : As the dealer faited o remit the amount, the Revenue
! ' Recovery steps was laken against the dealer vide RRC
f X N 16/09-10 dated, 14.10.09. Consequently, the dealer
! ! cbtained conditional stay order from ihe Depury
B i Commissioner {Appeals), Emakulam against the reviseg
! [ ! assessment order.
; ‘ | The dealer hag remitted 30% of the total demand as
! | . detaiied below and subrnitted sccurity -in the form .of
: Bank Guarantee for the remaining amount,
I ’ Year | Amount Chalan No. Date
‘; 2006-07 | Rs. 42088/- 330/17.12.09
| i 2006-07 | Rs.  3224/- _.94/21.12.09
i i i 2007-08 Rs. 2685091/- 329/17.12.09
) ‘ T 2007-08 | Rs. 20144/- 55/21.12.09
| The case is still pending before the Deputy |
I : . Commissioner (Appeals], Ermakulam.
i i (b} | Recovery of overpayment
i pointed out by audit l
i Recovery of under |
I {c) |assessment, short levy or : --
i other dues l
F Modification in the 1
‘ (d) | schemes and programmes | -
; ] including financing
E pattern |
L {€) Review aof similar !
b cases/complete |
i | scheme/project in the i |
I light of findings of sample | --
t !
|

check by Audit findings of
sample check by Audit

195/2016.

Ao

S.PADMA NABHA PILLAL

Additionat Secreiary,
Taxes Du\,:-arlmt.:m,
Govt. Secratariat

Thiruvananthapuram,
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" Action taken Notes on C& AG's Reports

(8} | Department 'COMMERCIAL TAXES
(b} | Subject/Title of the Review Shori levy due to incorrect
* | Paragragh - computation.
(c} | Paragraph No. :
. ] 1212114
{d) | Report No. and Year "1 C& AG report ended 31.3.2010
u- {a} i Date of receipt of the Draft
Para/Review in the Department { 4 b~ 1 . i
(b) } Date of Department’s Reply | 30.7.10
11 In Commercial Tax Officer, Special
: i ; : Circle-1, Ernakulam, during the
Gist of Parq.graph/Rewew scrutiny of assessment recofds of
M/s.L.G.Electronics India, it was
noticed that the dealer self
assessed tex on the inter state
sales tmmmover of Rs.100.43 lakh
as disclosed in the annual r¢turn,
even though the certified accounts .
reflected an  inter state sales |
turnover of Rs.201.10 lakh. This |
resulted in short jevy of tax of
Rs.10.07 lakh. :
IV (&) | Does the Department agree
with the facts and figures Yes !
included in the paragraph?
| If not, Please indicate areas of
(b] | disagreement and also attach i
: copies of relevant documents in !
‘support ’ ' i
\Y ‘1a) : Does the Department agree -

with the Audit conchusions?

(bl

If not, please indicate specific
arcas of disagreement with
reasons for disagréement and
also aftach copies of relevant
documents where necessary

"



o

115

Vi
- VRN S romnes India, Cociun iy un wssensee on the |
| improvement in systern - PolE ol Comumereial _ Tax .’Ui.h: ¢ .Special Cirele-1, |
. . T ¢t Ernakulum bearing TIN < 32070227095, .
A ) '_1“[_1 procedures, iThe CST assessment for 2006-U7 1s completed on
including internal {16 210 faang interstate salks sl Rs.2.40,71.550/- as
' ! o contrels. : aganst the conceded wumover of Fso 1.00,43,4349.62
; : Ponty and this Ggure ally with: return  filed. CST
. uan & per return and accounts is Rs 4,01,738/-
: ' only which is tallying with tumover conceded in retura.
: ‘ : Munor mistakes {found on verification of accounts.
; i . The assessee had filed explanation far the difference
i : fberween rewwrn and audit report and revised: audit
! ‘ . ! report filed correcting the turnover on intersiate sajes
' : . tas Re 1.0G,43,434.62. The auditor has filed explanation
I ; i for the difference as error oecurred while downloading
! ; ; datas from ERP system. In order 1o protect the interest
i ] . of revenue, contenuons were rejected and assessment
i ‘ E completcd adopting the turnover conceded in first audit |
i | report in respect of interstate sales. CST balance
X | demanded comes te Rs.27.31.467/- and interest
| i Rs.11,10,900/- RRC already issued.
i { i Fne Hon'ble High Court of Kerala stayed the collection
; ! } on remitting 1/3% of demand as per WP(C) No. 17717 of
j l 1 2010 (L}. The assessee has remitted Rs. 5010890)-
! ' ! (KVAT] as per chalan No. 1409 dated 29-06-2010 and
e i : ®s. 901384 (CST] as per chalan No. 1398 dated 29.6.10.
. ] (b) | Recovery of overpayment
o i | puinted cut by audit
; ! Recovery of under
1 ) assessment, short levy or | .
i \ ! other dues - i
! I Modification o the schemes
id) ; and programrites including -
fnancing pattern
(e} Review of sirnilar

Ccases/ complete
scheme/praject in the li-gl{i
of findings of sample check
by Audit findings of sample
check bv Audit

oo

5. PADMANABHA FILLAL
Adcliti.onal Secrelary,

Taxes Deparunent,

Govt. Secretariat
Tinravanaathapuram.
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Action taker Notes oo Clc AG’s Repotts

(a) | Department TCOMMERCIAL TAXES
i (b} | Subject /Title of the Review Short levy due to turnover
Paragraph escaping assessment.
{c) { Paragraph No.
2.12.12.1
{d) | Report No. and Year C8 AG report ended 31.3.2010
1II (a} | Pate of receipt of the Draft
Para/Review in the Department | 4 & 'F
{b} | Date of Department's Reply | 2.7.11 - J
Y In Commercial Tax Office, l
Gist of Paragraph/Review Speciai Circle, Palakkad in
February 2010, it was noticed
that M/s. Elgi Tread (India)(P}
Ltd., & manufacturer and dealer
in tread rubber, did not assess
the turmover relating to excise
duty and cess amounting to Rs.
12.08 crore collected {for the
year 2006 - 07. This resuited
‘in short levy of tax and interest
of Rs. 64.76 lakh.
v (a) | Does the Department agree i
with the facts and figures No
included in the paragraph? )
if not, Please indicate areas of | The dealer had conceded Sailes
(k) | disagreement and also attach Turnover . including excise duty,
copies of relevant documents in | and the whole turnover was
SUppoIT assessed and hence the audit
. observation is not sustainable. !
LV (a) i} Does the Department agree -
with the Audit conclusions?
{b) | If not, please indicate specific
areas of disagreement with
reasons for disagreement and
also attach copies of relevant i
‘documents where necessary

I
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Remedial aetion taken

Improvement in
system and
procedures,
including internal
controls.

I Accounts and Books of Accounts of the dealer and observed as

The Ancual Retuen was verified with relerence 10 Statements of |
tollows:

Turnover conceded as per A.ng;ua.] Return |

Loval sales (Rs.
| 12.5% 19,18,894.72
ila, 2.18,61,378775
0% 47,526.50

]
Total i 2,39,27,789.97
interstate Sales ! '

Sales 1o Nepal - 0% 1,16,47,434.92

32,092.48 !
1,08,721.75 |
23,327.20 |
22,2728 989.75 |
23,45,40,566.10 |

Sales 1o Nepal - 12:5%
| Sales to Nepal -4% |
| Tread Rubber - 12.5% i
| Tread Rubber - 4%’ i
Total :
(Total mistake found in rcturn is shown as Rs. i
22,28,93,131.18. Correct turnover showir i ]

| accounts)
Export Sales [ 7,39,96,604.00
| Interstaie stock transfer i ..52,24,54,917.13

! Total turnover conceded { - 95,49,19,887.20
| The figure is tallied with Audited Accounts

Excise duty & Cess collection 12,08,21.667.00
uccrued as per Schedule I

L

The audit itself pointed out that the excise duty and Cess
amounting te Rs. 12,08,21,667.00 was not assessed including
the turnover reported.

On verification of the Booka of Ar.coums
accounted excise duty as under:

the dealer have

Excise Duty & Texable

! ! Cess
| |

Transaction | Rate Basic Vaiue

wrnover
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T _‘l'ﬁ S [ i2.5% | 19.1&.59'4.'721 01 1916,854.72 |
b 1 Local Saies | F% . 18876 652 77 'i 5.87,855.98 2,19,61,378.75}
o 47 526.50 | 0 47 526,50 |
i M Total i ‘[ 2,39,27,188.57
! inerstate 12.5%13 27“.590‘005 4,502.48 32,092 48
Sales 12.5% 20,654.34 327286 23,327.2C
2% 104147 .25 4 574.50 1,08.721.75
“ A% | 10.,06.50.630.24 | 3,17.78,450.51 | 22,27,28,989.75
Total 22,28,83,131.18
. Export 0% | 1,00,1C 547 4B | 16,36,887.28 {1647 434.62
Sales :
Nepat
0% 7,39.96604.00 0| 7.39,85,504.00
Branch 0% | 535145 802.74 | 0,43,00,114 39 | 62.24,54,917.13
Transfer
" Total j 95,45.16,887.20
From the above it is clear that the dealer had conceded Sales
Tumnover including excise duty snd the whole turpover was
assessed and hence the audit observation is not sustainable.
(b} | Recovery of
i overpaymernt
b pointed cut by )
audit

Recovery of under

{c) ! assessment, short -
levy or other dues
Modification in the

(d) | sclemes and -

programres
including financing
pattern

L e

p
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e TReview of simiter [ T T
| cdses/complete |

{‘e.chemc,’project in |

| the light of findings |
of sample check by ;
Audit findings of |
sample check by | . |
Audit '

e

: )

ABHA pPILLAL
itignat gecretary,

Agij\j;c‘b peppriment.

Govl. secrotaniat
Tlnruvanat}\hapun any,

3 PADMAN
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Action taken Notes on C& AG’s Reporte

attach copies of relevant

i Tia) | Department COMMERCIAL TAXES
|
(b} | Subject/Title of the-Review Non levy of reverse tax.
Paragraph
{¢) | Paragraph No. 1.
' 2.12.14(a)
(d) | Report No. and Year C& AG report ended 31.3.2010
11 {a) | Date of receipt of the Draft :
Para/Review in the Department | 'S %" '
{b) | Date of Department’s Reply 18.8.11
Ui ‘ : During scrutiny of records in
; Assistant Commissioner (A},
Gls.t of . Special Circle, Malappuram( il:
Paragraph/Review March 2009, it was noticed that
: M/s.Aryavaidyasala, Kottakkal,
- an assessee, had effected Iree
sale of medicine for Rs. 3.51
crore and Rs. 4.05 crore
during 2005-06 and 2006-07
respectively and exempted sale
to special economic zone for:
Rs.62.04 lakh in 2006-G7.
However, proportionate input
- tax and special rebate in|
respect to the above has not |
been assessed as reverse tax.
This resulted in short levy of
tax . and interest of Rs.15.06
- . . lakh.
IV {a} | Does the Department agree
with the facts and hgures Partially sustainable.
included in the paragraph?
: _1( not, Please indicate areas Detailed report furnished in
{b) | of disagreement and also column Vi(a)

documents in support

>

Yo

"
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()

Does the Department agree
with the Audit conclusions?

(b)

I not, please indicare
specific areas of i
disagreement with reasons | -
for disagreement and also
attach copies of relevant
documents where necessary

395/2016.
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Remedial action taken

{a)

lmprovement in system
and procedures,
including internal

~ controls.

On receipt of -the Andit objections thie Assistant
Commissioner (KVAT), Special Cirdle, Malappuram has
issued notice under section 25(1) of the KVAT Act 2003
to the dealer vide Notice No.32100224275/2005-06
dated 01.01.10 proposing to disallow the proportionate
input tax credit and special rebate of Rs.3,65,118/- on
the free issue of medicines. On receipt of the notice
M/s.Arya * Vaidya Sala, Ko has . remitted
Rs.3,75,65%.00 with interest as ;::r Chalan No.298
dated 19.03.2010 for the year 05-06, )

The total inpht tax to be disallowed for the year 2005-06-

as per accounts is Rs.3,65,118.00 ,whercas as per
observation of . the Accountant General,
Thiruvananthapuram was Rs.5,84,135.00 which scems
to be not correct.

For the year 2006-07 the total sales turnover of

‘M/s.Arvavaidyasala, Kottakkal, was

Rs. 1,02,68,52,856.66 out of Rs. 4,04,66,983.99 was

free sales, ie. 3.93% of the total sales; was free sales.

The assessee has already reversed Rs. 5,30,160.42
proportionate on free issue as per their annual return
for 2006-07.. Hence there is no short levy in this case.

Regarding Form | sale, of Rs. 62,04,000.00 this sales is

to a unit in Special Economic- Zane at Kandla in

| Gujarath State. When goods are sold. under Form [ to a

unit out side Kerala, it is interstate sale exempted from
payment of tax. According to third proviso to section
11(3) of the KVAT Act "where any goods purchased in
the state are subsequently sent to outside the state of
used in the manufacture of goods and the same are sent
outside the state other than by way of sale in the course
of interstate trade or export ‘or where the sale in the
coutrse of interstate trade are exempted from tax, input
tax credit under this . section shall be limited to the
amount of input tax paid {in excess of four per cent} on
the purchase turnover of such goods sent outside the
state”. The provision specifically mentions that the
restriction is- not applicable to - (i) interstate sale; (i)
Exports; & {iii) interstate sale exempted from payment of
tax. . :

In the circumstances, explained above there will be no
short levy in this case, .

-

-
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{b) | Recovery of overpayment
pointed out by audit

Recovery of under
{c) , | assessment, short levy or Lo
1 other dues :

Modification in the
{d} {schemes and programmes. . -
inclading financing
paitetn

{e] | Review of similar
cases/ complete
scheme/project in the |
light of findings of sample -
check by Audit findings of
sample check by Audit

ot

S.PADMANABHA PiL.LA!
Additicnal Secretary,
Taxes Dopartment,
Govt. Secretariat
Thiruvananthapuram,
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Action taken Notes on C& AG's Reports

|

areas of disagreement with
reasons for disagreement and
alsp atiach copies of relevant
documents where necessary

(8} | Department COMMERCIAL TAXES
{b) | Bubject/Title of the Review ~ | Non levy of reverse tax.
.i Paragraph
{c} | Paragraph No.
12.12.14(b)
(d} | Report No. and Year C& AG report-ended 31.3.2010
i {a) | Date of receipt of the Draft :
) Para/Review in the Department | #4710
(b)-| Date of Department’s Reply 7%
m . ' In Commercial Tax -Office,
Gist of Paragraph/Review | Tirurangadi, the Accountant
i Gerneral has noficed in October
2009 that an assessee who had
a purchase return of Rs.20.65
lakh as per the certified
accounts of 2006-07, conceded
a reverse tax of Rs.17,743/-
only instead of Rs.2.35 lakh.
This resulted in short levy of
tax, interest and penal interest
of Rs, 4.14 iakh.
v {a) | Does the Department agree _
with the facts and figures Yes
included in the paragraph?
If not, Please indicate areas of
(b} | disagreement and alsc attach
.| copies of relevant documents in.
. | support
vV (8} | Does the Department agree -~
with the Audit conclusions?
{b) | i not, please indicate specific

"

>
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Vi1 Remedial action taken .
i The escaped assessment in respect of M/s Prince
- improvement n ssiem b arder No33100622355 . duted 1675000 " wieh
‘ er order No. : te .7 wi
(a} Tamd pr.nceFlurBS-, gala.nce of Rs.2,63,789/- interest of Rs.97,600/-
including internal penalty Rs.1,95,200/-. The coliection of above amount |
controls. was stayed by the Deputy Commissioner {Appeals},
Ernakulam vide KVATA No.3054/10 dated.13.9.2010
with direction to pay 30% of the arrear within two weeks
of receipt of stay order and furnish adequate security
for balance amount. The dealer remitted Rs.1,68,200/-
. on 4.10.2010 and fumished. Bank Guarantee; for
balance amount on 4.10.2010: The above appeal is
pending before the Deputy Commissioner {Appeals],
b} | Recovery of overpayment |
pointed out by audit
Recovery of under
(c) 17assessment, short lavy or --
’ other dues
Modification in the
(d) schemes and prograrnmes -
including financing
pattern
{e) Review of gimilar
cases/complete
scheme/project in the
light of findings of sample -
check by Audit findings of
sample check by Audit .

3 F
A

ACMAN ABHA PILLAI
Agonal Secretary,

Taacs Depariment, ‘
Govt. Secretariat

Thuuvananlhapuram.
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‘Action taken Notes on C& AG's Reports

areas of disagreement with
reasons for disagreement and
'also attach copies of relevant
documents where tiecessary

{a) | Department COMMERCIAL TAXES
{b) | Subject/Title of the Review Short levy due 10 excess grant
. Paragraph of input tax credit.
{c) | Paragraph No. - '
2.12.15(1)
{d) | Report No. and Year C& AG report ended 31.3.2010
il (a) | Date of receipt of the Draft
‘| Para/Review in the Department et e A
{b} | Date of Department’s Reply . | 9.6.10
1il During scrutiny of records in
-Gist of Paragraph/Review (_fomme_rcia]_ Tax 'Ofﬁcg:, 20d Circle,
Kottayam, it was neoticed that an
assesses M/s.Coods Agro (P) Ltd.
claimed input tax credit ‘for the
entire purchase for the years
2006-07 and 2007-08. - Even
though 53% of the goods
manufactured were sent outside |
the state otherwise than by way of
sale, the input tax credit availed
corresponding to the stock transfer
was not disallowed.. This resulted
in short levy of tax of Rs.11.88
lalkths.
v (a) | Daes the Department agree
’ with the facts and figures. Yes
included in the paragrapb?
If not, Please indicate areas of
(b} .| disagreement ‘and also attach
. | copies of relevant documents in
support
AV {a) | Does the Department agree --
with the Audit conclusions?
{b) | If not, please indicate specific

“a
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VI Remedial action trken
. ) In the deféct pointed out, the Audit is of the versien that :
_Improvement in system | the eptire raw-materials for the production of Copper
(a) and procedures Sulphate were purchased from local registered dealers
) R ’ and hence the input tax credit availed by the assessee |
¢ including internal corresponding to the stock transfer should have been
P controls. disallowed. But on verification of the dssessment
records and statements filed, it is clear that the
. purchasc turnover. of raw. materials include import and
interstate purchases and for which input tax have not
claimed by the assessee.
- In the circumstances, the imput tax credit to 'be |
disallowed was calculated and worked out as follows.
Total IPT chsallowed and demanded
for 06-07 Rs. 142083
-do- for 07-08  Rs.346076
Grand Total Rs.488159
The assessments for the years 06-07 and 07-08 were
thus .completed under section 25(1} of the KVAT Act
2003 and the amount due was advised for RR; the
.| recovery proceedings initiated by the state is stayéd by
: the Hon'ble Tribunal, Ernakulam until further orders.
'} {b) | Recovery of overpayment ’ '
3 pointed out by audit
Recovery of under
(c). | assessment, short levy or -z
- other dues
N | Modification in the
{d) | schemes and programmes -~
. "} including financing
. " | pattern
{e) Review of similar
.| cases/complete .
acheme/project in the
light of findings of sample —
check by Audit findings of
sample check by Audit

Pid

& PADMANABHA PILLAI

Additonal Secretary,

" Taxes Department,
Govt. Secretariat

Thiruvananthapuram,
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Action taken Notes on C& AG’s Reports

(a) | Department | COMMERCIAL TAXES |
; i
. " 1
(b} | Subject/Title of the Review Short levy due to excess grant |
Paragraph of input tax credit. i
(c) | Paragraph No. '
: 2.12.15(2) |
{d} | Report No. and Year C& AG report ended 31.3.2010
n fa) | Date of receipt of the Draft ERTT? :
Para/Review inthe Depastment | 7 ° -
{b) | Date of Department’s Reply 15.7.10
31 In Commercial Tax Office, Special
Gist of Paragraph/Review Circle -1, Kozhikode in September
. 2009 it was noticed ‘that M/s.
' K.V.N. Impex, Meenchanda,
Kozhikode a dealer claimed input
tax credit for the entire purchases
for -the year 2007-08. Even
though 8.40 per cent of the total
sales tarmover relales 0
consignment sale, the input tax
credit availed corresponding to
this turnover was not disallowed. ;
This resuited in short levy of tax
and interest. of Rg, 3.82 lakh.
v {a) | Does the Department agree
with the facts and figures Yes
included in the paragraph? -
If not, Please indicate areas of
ib} | disagreement and also attach
R copies of relevant documents in
support
v {a} | Does the Department agree --

with the Audit conclusions?

{b)

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

1

.

*
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Ayl Remedial action taken
. ‘ The assessment for the year 2007-08 of the above case hq
Improvement inr been revised by the Assessing authority on 19.02.10 afi
@) system and : disallowing the input Tax claim on consignment sale.
procedures, M/s.KVN lmpex was liable to pay balance tax and interest
including internal -as under and has paid the dues for the year 2007-08 as
controls. follows:-
S Chalan Encashed Tax Interest Total
No No. & Date {Rs.) (Rs.) {Re.)
.Daie ) .
1 417/ 20-05-2010 | 92065 107935 | 200000
28-4-10 '
2 304/ 26-06-2010 | 200000 - 200000
3-6-10
3 183/ 20-07-2010 ! 31742 4 -99300 131042
29-6-10
i _Total . 531042 |
(b} - | Recovery of N
overpayment pointed
| out by audit
Recovery of under
(c )’ | assesament, short levy --
or other dues :
Madification in the
(d) |schemes and --
programmes including
financing paitern
(e) | Review of similar
cases/complete
scheme/project in the
Hght of findings of -
sample check by Audit
findings of sample
check by Audit

395/2016.

3 PADMANABHA PILLAY

Additional Secretary,
-Taxes Be partmgnl,\
Gaovl. gecretariat
Thiruvananthapuram.
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Action talten Notes on C& AG’s Reports

with the facts and figures
included in the paragraph? .

{(a) | Department COMMERCIAL TAXES ] i
(b). | Subject/Title of the Review Short levy due to incorrect l
Paragraph ‘ computation.
(¢} | Paragraph No. : ‘
2.12.1¢ :
(d) | Repert No. and Year Cé& AG report ended 31.3.2010
H {a) | Date of receipt of the Draft L
Para/Review in the Department | 7 &'V |
(t) | Date of Department’s Reply | 2.9.10 j
i ] ) While finalizing the assessment |
Gist of Paragraph/Review of M/s. The Cannanore District |
‘ Co-operative Rubber & Agrl i
Marketing Society Ltd, a dealer | -
in rubber for the years 2002-03 |
te 2004-05 in September 2008 |
i and  October 2008, the
! assessing authority failed to
: assess purchase tax on a
portionr of purchase turnover of
1latex used in the conversion of
field latex o centrifuged latex,
valued at Rs. 1.31 crore. This
resulted in short levy of tax and
interest of Rs. 28.16 lakh.
v {a) | Does the Department agree

No - |

(b}

If not, Please indicate areas of
disagreement and also attach
copies of reievant documents in
support

| unregistered Frowers and

M/s. Cannanore District Co-op.
Rubber & Agricultural
Marketing Society is a dealer!
purchasing Field Latex,
Converting it into Centrifuged
Latex and sold it interstate
mainly and a small portion
locally in Form'25.

The assessee 1in this case
purchased Field Latex f{rom

"

%

*u
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converted the same into
Centrifuged Latex, Crepe
rubber etc. and selling thej-
same locally and interstate. On
interstate sales they remit tax
on the purchase value of Field
Latex in advance. On interstate
sale of Cenex, théy are liable to
pay tax on the purchase value,
in addition to CST on the sale

| value. As they are purchasing

Field Latex, the purchase value
in this case is that of Field
Latex and as such there is no
escapemerit of turnover
involved in these cases.

(a)

Does the Department agree
with the Audit-conchusions?

v

If not, please indicate specific
areas of disagreement with
reasons for disagreement and

-algo attach copies of relevant

documents where necessary




132

VI Remedial action taken
M/s. Cannanore District Co-op. Rubber &
Improvement in system |- Agricultural Marketing Society is a  dealer
{a) and pracedures, : purch_as-ing Field. Latex, _ Flopverting _it ‘into
including internal Centrifuged Latex and _so'ld it intérstate mainly and
' controls, a small portion locau)' in Form 25. _
The assessee in this case purchased Field Latex
from unregistered growers and converted the same
intg Centrifuécd Latex, Crepe rubber etc. and
selling the same locally and interstate. On
interstate. sales they remit 1ax on the purchase
vaiue of Fieid Latex in advance. On intersiate sale
of Cenex, they are liable to pay tax on the purchase
value, in addition to C8T on the sale value. As they
| are purchasing Field Latex, the purchase value in
this case is that of 'Field Latex and as such there is
no escapement.of turnover involved in these cases.
(b} | Recovery of overpayment
! : pointed out by audit
| Recovery of under
: {c) -| assessment, short levy or --
i other dues
Modification in the
(d) schemes and programmes -
ineluding financing -
pattern
(e} Review of similar
" | cases/complete
scheme/project,in the
light of findings of sample --
check by Audit findings of
sample check by Audit

S.PADMANABHA PiLLAI
Additional Secretary, -
Taxes Department,
Govt Secretariat

" Thuruvananthapuram,

il
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Action taken Notes on C& AG's Reports

attach copies of relevant

docuraents in support

{a) DEpartment COMMERCIAL TAXES |
(b} Sub;ect/'l‘iﬂe of the Rewcw Turnover escaping assessment
Paragraph ' ‘
{c} | Paragraph No.
-2.12.20(a)
. 1 {d) ! Report No. and Year C8s AG report ended 31.3.2010°
I {a) | Date of receipt of the Draft '
o Para/Review in the Department LA
(b) | Date of Department’s Reply | 13.4.10
)i} ) . ‘ In the Commercial Tax Office,
Gist of Paragraph/Review Special Circle, Kottayar it was
. naticed that while finalizing the
assessments of a dealer, M/s.
Arakkathara Rubbers, engaged
in the manufacture and sale of
rubber products for the years
2003-04 and 2004-05 in May
2007, the fast track authorities
{did mot levy tax due. on the
intrastate purchase turnover of
scrap rubber valued at Rs.
45,82 lakh. ‘This resulied in
short levy of tax of Rs. 3.16
lakh.
v {a) | Does the Department agree
- . | with the facts and figures ° [ No
| inchuded in the paragraph? -
If not, Please indicate areas | The assessments were- Tevised.
(b) | of disagreement and aiso by creating additional demands

Rs.1,12,954/- and Rs.2,03,176
for 03-04 and 04-05
respectively. The assessce filed
appeal against the order and
the Deputy Coramissioner
{Appeals), Kottayam, 'in his
order STA No.982/09 & 983/09
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dared 15.12.2009 has set aside |

the assessment orders /s 19,
clarifying  that the ‘item
purchased in both years were
Hawai Waste powder and not
scrap rubber and the assessece

(&)

Does the Department agree
with the Audit conclusions?

has paid tax for the purchases.

(b)

I not, please indicate
specific areas of
disagreement with reasons
for disagreement and also
attach copies of relevant
documents where necessary

)

i

e
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Vi Remedizl action taken

The assessments was revised by creating additional
Improvement in system } demands Rs.1,12,954/- and Rs.2,03,176 for 03-04
{a) and procedures; a.nd 04-(23 reSgecﬁveléi. t;l;heDassesseg filed appeal
: : ing inte against the order en e Deputy Commissioner
::::lmdizg internal ' {Appeals), Kotiayam, in his order STA No.982/09 &
: ' 983/09 dated 15.12.2009 has set aside the
assessment orders u/s 19, clarifying that the item
-purchased in both years were Hawai Waste powder
"and not scrap rubber and the assesscee has paid

tax for the purchases.

(b} | Recovery of overpayment

pointed out by audit

(c)

Recovery of under
assessment, short levy or
other dues

(d}

Modification in the

scheimes and programmes
inciuding financing
pattern

(e)

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

L PADMANABHA PILLAL

Aadditional Sccretatry,
Taxes Department,’
Govt. Secretariat
Tniruvananthapuram,
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Action taken Notes én Cl AG’s Reports

with the facts and figures
included in the paragraph?

No

(a} { Department ‘ COMMERCIAL TAXES
(b) | Subject/Title of the Reﬁiew Turnover escaping assessment |
Paragraph
{c} | Paragraph No. i '
) . 2.12.20(b)
. (d) | Report No. and Year ‘C& AG report ended 31.3.2010
I {a) i Date of receipt of thé Draft . e ‘
.| Para/Review in the Department bt
(b | Date of Department’s Reply 17.4.10
1) In the Special Circie, Kottayam
: Gist of Paragraph /Review ‘| while finalizing the assessment for
agrap / the year 03-04 and 04-05 of an
assessee M/s. Sahrudaya Rubber
Industries, engaged in . the
manufacture and sale of rubber
products, the purchase turnover of®
scrap rubber from the local rubber
dealers (shown in the accounts as
waste’) - for Re.16,02,663/- . in
2003-04 and for Rs.35,27,926/- in
2004-05 was not reckoned for
assessment. This resulted in the
N s . short levy of Rs,3,54,010 @ 6.9%.
v (8} | Does the Department agree

{b)

If not, Please indicate areas
of disagreement and also
attach copies of relevant
documents in support

Assessment u/s 19 completed
creating an additional demand
Rs.110584/- and  interest
Rs 87361/ and Rs.133885/-
respectively for the years 2003-
04 and 2004-05 as per order

orders before the appellate
authority. The appellate
authority has set aside  the
orders dated 15.12.09,

scrap rubber but Hawai Waste

dated 24.10.09. The assesscec |
.| filed eappeal against these

clarifying that the item is not|.

powder which is a [irst sale

e

“
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—

| point jtem, taxable at the 15|
sale poinl. And the tax has:

tbeen  collected  from  the

| assessee at the lirst sale point

] _

V (a) [-Does the Department agree --
with the Audit conclusions?
(b} | I not, please indicate

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

I

395/2016.



138

VI Remedial action taken
} Assessment - u/s 19 completed creating an |
Improvement in system | additiona! demand Rs.110584/- and interest !
Y] and procedures, Rs.87361/- and Rs.133885/- respectively for the
inchuding internal years 2003-04 and 2004-05 as per order dated
controls 24.10.09. The assesseee filed appeal against these
' orders before the appellate authority. The appellate
authority has set aside the orders dated 15.12.09,
clarifying that the item is not scrap rubber but
Hawai Waste powder which is a first sale point
item, taxable at the 1% sale point. And the tax has
been collected from the assessee at the first sale
t point.
E (b) | Recovery of overpayment
pointed out by audit
i Recovery of under
r {c) assesament, short levy or | --
! .other dues :
! Modification in the
(d) | schemes and programmes -
including financing
pattern
i {e) | Review of similar
] cases/complete
' scheme /project in the
light of findings of sample -
! check by Audit indings of,
i sample check by Audit

3 PADMANABHA PILLAL
“Acdvional Secretary,
Taxes Dopartment,

" Govt. Secretariat
- Tlaruvananthapuram,
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Action taken Notes on Cé AQ's Reporte

- (a}, | Departmen

| COMMERCIAL TAXES {
E i . e "
| : (b} | Subject/Title ¢f the Review i Short levy due to incorrect !
l I i Paragraph ; exemption. 1
i | c1 | Paragraph No. 21272 1(a) T !
i {dj | Repert No. and Year o | C& AG report ended 31.3.201‘0—l
' {@) | Date of receipt of the Drafi ['3076.2010 T
o ! | Para/Review in the Department | t
r ()| Date of Department’s Reply 1.3.12 ‘
! I11 ’ In CTOs, Special Circlu-11, |
& Gist of Paragraph/Review Ernaikulamn and works contract, '
; : Mattancherry four dealers had
ﬁ assessed turnover in respect of
- works conwact after deducting i
E : expenses much higher than thar!
! : referred in the Table, even though
! L the uctual expenses in respect of
[ ’ i \ i labour and other charges were not
> | i I asceriainable from their accounts.
]! ! ‘ This misteke was not detecled by
] ; | the assessing  authorities and
i rectified whith resulted in short
{ levy of tax and interest of Rs.68.29
i crore.
I]T ! {a} | Does the Department agree 4 cases included in this para
: with the facts and figures 3 casés sustainable and 1 case
! inctuded in the puragraph? not sustainable,
. : If not, Please indicate areas of | Detailed report furnished  in
| (b} disagreement and also artach column VI{a) i
I comes of relevant documents in i
! support i
\Y (a) ; Doea the Deparmient agree | -
i _!_with the Audit conclusions? i
| (b) | If nog, please indicate specific: :
] | » areus of desagreement. with
' reasons for disagreement and
' also attach copies of relevant
I | | documents where necessary k
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V) Remedial action taken
The Accourtant General had noticed that the fol]owmgl
| lmprovement in system | 4-dealers, ie; vy L ‘
al and " {}]l M/s. Vl,arsqn and Toubro Lid
{a} and pro c(lh;res, i) Cochin Shipyard Ltd"
ncluding internal iii;  M/sPaulose Genrge and Constructons L

controls.

2008-09

. Company (P} Ltd
liv) Kiunnel Engineers and contractors (P} Lid \
2008-09 had assessed rurnover in respect |
of works contract after deducting expenses
much higher than that referred in the
table, even though the actual expenses in
respect of labour and other charges were
not ascertainable from their accounts.

1, Larson and Toubre 2005-06 1¢ 2008-04

2005-05

The assessment for the year 2005-06 has already been
completed by Audit Wing. The desler has paid
Rs.1,23,32,695/- and challenged the assessment order
before Hon'ble High Court as Revision: NoWP(()
No.36248/07 and the same is pending disposal.

2006-07
Notice issued to verify the Accounts and Assessment
will be completed shortlv

2007-08

Assessment for the year has been completed ujs 25(1)
on 24.12.2009 on the basis of audit objection. The
assessment was set aside by the Honcurable High Court
vide judgmem No WP{C).4206/10 dated 19.02.2010.
Notice issued to the assessee to produce the books of
eccounts for detailed verification.

Final reply wiil be submitted shortly after completion of
fresh assessment.

Naotice issued to verify the accounts and assessment will
be completed shortly.

2.Cochin Shipvard 20015-06 1o 2007-08
The Cochin Shipyard Ltd is an assessee on the rolls of |
Assistant  Commissioner  [Assmt,], Special  Circle-1, !

L3

Tu
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’ \nol been produced. As per Rule 10{2)(b) of KVAT Act

| taker: into account this assessment while pointing out

! Emalatam whe is engaged in the business of ship
crepair falling under works contract. In the annuai
prem for the yeer 2005-06 w6 2007-08 the assessee
E had claimed exemptien for which detailed account have

| where the acrual turnover in relation 1o a Works
i Contruct in wlich the transfer of goods taken place not
iin the form of goods but in some other form, is not
. ascertainable jrom the Looks of accounts of the dealer
| or when the dealer has not maintained any account, the
l otad turnover in respect of such Works Contract shall
t be compured after deducting labour and other charges ]
as envisaged in table under Rule 10{2){b}, which in this: .
case was 25%. Scrutiny of the return for the period {rom
2005-06 1o 2007-08 revealed that Cochin Shipyard Lid |
had claimed exemption much higher than that referred !
in the table, Hence the audit objection is sustainable,
The assessment for the year 2005-06 and 2007-08 has !
been completed u/s 25(1) on the basis of audit objection i
vide ‘proceedings dated 15.09.2011 and 01.07.2011 |
respectively and has made good the short levy as |
_pointed our. i
The assessment for the year 2006-07- has tobe re- i
i
i
|
t
1

opened /s 25{1) und notice has been issued to make |
good the short levy. :

i
i 3. Paulose George and Constructions Company {P} Lid
| 2005-06, 2007-08, 2008 09

: The Accountant General{A) pointed our that the dealer ;
had assessed turmover in respect of Works Contract
aiter deducting expenses much higher than that
referred in table in Rule1Q{2)(b). For the year 2005-00
the Accountant General had poimed outr the defect
based on the annual return and audited statement filed.
Whereas the final assessmert of the dealer for the year
2005-06 had already been completed on 11-}-08 after ;
verification of books of accounts: Audit Team has not

the objection. The question of allowing exemption as per
Rule 10 arises on only in the absence of books of
accovnts. In this case bocks of accounts have been
verified and labour charge of Rs.544,95,420.25 has
been allowed by the assessing authority. Hence the
audit objectiont is not sustainable and hence may be
dropped. i

For the year 2007-08 the Accountant General has
pointed cut that as per Profit & Loss Account it is
revealed that exemption envisaged as per Rule 10{2}(9)
‘amounts to over Rs.1425, 45,190 as detailed below.

i
i

|
]
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"1 not take into account the profit on labour portion. When ;

‘in the rewvised return. As per the revised return the
; exemption is shown us Rs. 19,01,50,194/-

TLabour churges Rs. 872858947 |
Diesel & consumables Rs. 21172000/-

Hivisig charges of Rs.  2BY32681/- ‘
macinery
Transporiation . Rs. 241900/ -

Est-chapes reiated to Rs. 7912214/ |
labour atd services |
Totai Rs.14.25,45,190/- |

Bul in the amual remarns of the dealer the exemption J
amount is shown as Ks.18,86,47,983/- i |
On verification of the assessment records it s found !
thal thie assessee had fled revised return on 31-12-08
and the Accountant General has not taken the fgures

As per the revised retern the total turmever tor the year
2007-08 is Rs.20,33,97,864 /-, exenmption  is
Rs.19,01,50.194 /- and taxalble turnover is
Rs.13247670/-. The bifurcation of exempted turnover !
is as furnished below i

Hire charges of Maclunery Rs.28047358
[nterest of hire purchase of machinery Rs. 1308000

i Transpuriation of muchinery Rs. 278534 |

Rs.29633892 |
Add N {
Labour charge Rs.89831391 . |
Diesel and Cunsumables Rs, 17714086 [Rs.160511625
Profit (@39.25% on the above 52966147 |
Total exemption is Rs.190145517
and the dilference is only Rs.4677 /- |
As per the P & L. Account material purchase is L
Rs.8875902.49 and profit is 49.24% as such- taxable ;
tarnover will be Ry, 13247285/ -. r
Accountant General at the tme of audi: did |
this aspect is considered there arise no short levy of tax. i
So the andit objection is not sustainable. i
For the year 2008-09 the Accountan: General |
has pointed out that the dealer has not produced any |
documentary evidences for claiming exemption under 1
Rule 10 which is 80%: of total contract receipt.
The dealer has filed Tevised return for the year
2008-09 even before the audit. As per the revised return :
the turnover is as detailed below. \!
Total turnvver Ks.18,63,59,480.71 '
Exemption Rs.12,88,36,513.14 i
©_Compounded turnover Rs__99,56,292.00 !

.

N2
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{ Recovery of
overpayment pointed
out by audit

nmcnmt Zant Ru.88.52.027 .55

Furiner  the assessee  nas  produced  a
certificate from the  BPCL (Bharath  Petroleum

P Corporadion. Iady that regarding 6 works in which ;
P material worth Rg 10,71,78,539 /- had been issued free |

of cost which fias not been included in the tumover of
the contract receipt by the assessee.

Out of the above matenal supplied. 2 major
woris comes 10 Hs.49330277%/-. When all these facis |
are considercd the vxemption claimed by the assessee
comes o ualy 44.49% as detailed below.

1. Total turnever :Rs.186359450.71
2.Compounded work turaover  :Rs. 99536292.00
3.Non compounded work turnover Rs. 176403158.71

i (1-2)
| 4.Totul exemption claimied ‘Rs.128836513.19
% of exeraption claimed . T3%

3.Actual non compouanded work :Rs.268705536.71
turnover by adding material
supplied by BPCL Rs.93302778/ -
I 6. Final figure of exempiion :Rs,119983865.33
. claimed after deducting work -
i done in Cechin Expor: Processing
[ © Zone [Rs.8852647/-}
4

7.% of exemptiosn to total turnover -: 44.49%
related 1o non ¢ompounded work

{4)Kunnet Enpgineers and contractors (Pled 2008-03

High Court of Kerala in WP[C] No.14239/08 had |
permitied  the dealers to pay tax at the pre amended
rate and had directed the department 1o accept such
payment subject 1o the result of writ petiion. The writ .

objection relating to claiming of exemption as per Rule
assessment. Verification of books of accounts

completion of assessment can be done only after thc
| disposal of WPC.

petition has not been disposed of till date. Regarding the

The aciual expenses in respect of labour
charges and other charges were not ascertainable from :
the tooks of account of the dealer. The Honourable |

b

|

10 this can be verified at the tine of revision 0{’




ey

Recovery of under
assessment, short levy
or other dues

(d

Mcdification in the
sclzemes and programmes i
incinding Bnancing i
patiern

CH

Review of similar
cases; comlate

1 scheme /project in the
“Hght of findings of sample |
check by Audit findings of |

d somple check by Audit ;

;
!
i
i
|
f

g
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Action taken Notes on Cf 4G’s Reports

| || Department | | COMMERCIAL TAXES
[ .
; (b} | Subject/Title of the Review I Applicution of incorrect rate of
i Paragraph _i tax
] {€) | Paragraph No. 21231
— (d} | Report No. and Year Tk AG report ended 31.3.2010
E_II— {a} { Dae of receipt of the Drait 20.6.2010
; Para/Review in the Department
{b} | Date of Department’s Reply 1.8.1)
i . The audit ebjection is that in two
1 Gist of Paragraph/Revicw Commercial Tax Officers in respect
. of two contractors who engaged in
| the works contract for the year 06-
I 07 and 07-08 where transier of
: property ivok place not in the form
| of goods but in some other form,
! the taxable turnover was arrived at
. m violation of the provisions of the
| Rule and the taxable Turnover
] incorrectly arrived at was assessed
I : | at various rates ranging from 4%
i { to 20%, instead at the correct rate
: i of 12.5%. This resulted in short
i levy. of tax and interest Rs.9.21
! ! crore.
,-IV (a) | Does the Department agree
with the facts and figures Yes
included in the paragraph?
if not, Please indicate areas of
! (b) | disagreement and also atach
i 1 copies of relevant documents m
) support !
R’ i{a) i Does the Department agree -
P ' I with the Audit conciusions?
r (bl | lf not, please indicate specic

areas of disagreement with
reasons for disagreement and
also attach copies of relevant

documents where necessary

385/2016.
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Remedial action talen

lmprovement in system
and procedures,
inchuiding internal

" controls,

1. M/s. Kunnel Engineers and Consgcructions [P
Ltd., 06-07 and 07-08 Commerciai Tax Office
{(Works Contract), Mattancherry.

M/s. Eunnel Engineers & Contracrors Lid.
Kochi were engaged in the contract of Civil work
and filing returns during the pericd of 06-07 w0 07-
08 paying tax at the materiai rate, The Accouniant
General has objected to this stating the reason that
as per section 6(1) {f) of KVAT Act amended from
1.7.06, stipulates that in the case of transfer of
goods involved in execution of works contract,
where the transfer is not in the form of goods, but |
in some other form, tax is leviable at the rate of |
12% and when transfer is in the form of goods at
the rates prescribed under the respective schedule.
Further as per rule 10 (2] {a) of KVAT Rules where
the transfer of property takes place in some other
form, the taxable turnover shall be arnved au after
deducting labour and other charges from the total
amount received or receivable by the dealer for the
execution of the works contract.

The commercial Tax Officer [(WC} has
reported that further action based on the audit |
objection has not taken since the Hon'ble High
Court of Kerala is in WP(C) No.14239/08 dated
13.5.08 directed o collect the tax from the dealer
at material rate je. pre amended rate subject to
result of writ petition. The writ peiition has no{i
been disposed of yet. Hence the nssessments for !
the years C6-07 and 07-08 have n 1 been revised. |
The Commercial Tax Officer has also stated that!
the dealer is {Hing returns as per the court|
direction and for the years 06-07 & 07-08 tax at|
pre amended rate has been collected.

2.M/s. IVRCL Infrasgucture and Projects Lid.,
Kakkanad; 06-07 Cominercial Tax Office {Works
Contract), Ernakulam.

|
|
|
I
|




[
;
'
|
|
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M/s IVROL tInfrastracture & Projects Lid. P
A Public Limited Company engaged in: business of |

consiruction and commissioning of Water Projects, !

Roacas, Bridges and uvther Infrastructural facilities !

for Geverriment and Private Parties.

Section (1) of KVAT Act as amended from
1.7.2006 stipulates that in the case of transfer of
goods involved in execution & work contract, where
the wansfer is not in the form of goods tul in some
other form, tax is leviable at the rate of 12.5%
excluding declared goods. The assessment was
revised as per Order No.32072019974/2006-07
dated 13.9.2010 and the taxable turnover .refixed
as Rs.34,94 48,070/-. Aggrieved by this order the
company filed writ petition before the Honourable
High Cowst of Kerala.. The same is pending before
the Honourable Court of . Kerala. (WPC
34961/2010). Interim stay granted for the
collecticn of tax.

(B

Recovery of
overpayment pointed
out by audit

)

| Recovery of under

assessment, short levy
or other dues

{d)

Modification in the
schemes and programmes
including financing
pattern

i fe)

Review of similar
cases/complete
scheme/project in the
light of findings of sample
check by Audit findings of
sample check by Audit
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Action takeni\‘gg‘gion Ct AG’s Reports

, I (&) [ Department | COMMERCIAL TAXES o
J f
| (b} | Subject/Title of the Review
' Paragraph !
(c} | Paragraph No.
{d) ; Report No. and Year 1(5_[
11 {a) | Date of receipt of the Drafi | 30.6.2010 “’?
| Para/Review in the Department ; - ;
{b) j Date of Department’s Reply [22.2.12 T !
] ! , |!n - CTOs,  Works Contract, |
i I Gist of Paragraph/Review Emakulam,  Kozhikkode — and l
Thiruvananthapuram, that 18!
dealers had applied for !
l cancellation of C8T registration in |
vApril 2008 and the assessing |
i authorities granted permission to |
; | cancel the CST registration in April J
| i 2008 dtself.  This allowed the |
1 1 dealers i pay rax at reduced rate
i | for the year 2008-09 w violation of 1
I E [ the provisions of the Act, resulting |
i | in. short levy of tax of Rs.4.06 |
i j crore. '
v (a) | Does the Department agree [ Total 18 cases tneluded in this
with the facts and figures para—whercin 13 cases \
included in the paragraph? | suslainable and 5 cases not |
| sustainable. :
! If not, Please indicatc areas of | Detailed report farmshed in !
(b) | disagreement and also antach column VI a
" | copies of relevant documents in
! support
v {a} | Poes the Department agree -
with the Audit conclusions?
{b) i If not, please indicate specific |
! aeas of disagreement with ;
| reasons for disagreement and }
. also attach copies of relevam :
| documents where necessary i

I

Yu

‘e
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Remedizl action taken

Improvement in system |

and procedures,
including internal
controis.

' Works Contruct, Ernalulam
¥

11. Yasoram Huilders - 2008-09 |
[ 2. Southern Investments - 2008-09 :
t .

. The audit team observed that M/s Yuasoram
! Builders and Souinermn Investunents dealers in the rolls
j of Works Centract had applied for cancellation of CST
| registraton in April 2008 and the assessing authority
granted permission 1o cance! the CST repgistration in
Aprii 2008 itsell.. This allowed the dealers to pay tax at
rediuced rate for the year 2008-09 in violation of the
provisions of the A¢t, resuling in short kevy of tax of
Rs.0.52 Crores as follows.

Name | Year ] Date of Shert | Interest
i | | cancellation | levy

. of CST | of tax |
Yasoram | 2008- | 09.05.2008 | 0.11 | 001
Builders 09| _f -
Southern | 2008- ] Assessec | 0.38 ; 0.02
Investments | 09 possessing :
- valid CST | i

Acuon u/s8.25(1) of the KVAT Act 2003 has
| already initiated against M/s. Yasoram Builders in order |
[ to realize the short levy pointed cut in the audit note,
; .

! As regards M/s.Southern Investments (P} Lid.,
!-a.cco:ding to the entries in the registration certificate as
| well as in the system, the CST registration of the dealer
15 cancelied with effect from 31.03.2008. Hence, tax @
| 8% ufs. Bla) {ii) for the year 2008-09 is not applicable i
this case, .

Works Contract, Mattaacherry

3. M/ s Poulose George Construction Co. - 200809

The audit guery is that during the year the d aler ;
had paid tax under section 6{1) (f) and also under |
sectionn 8 of the Act. But in relation to the following !
works, i respect of which the dealer had paid ta.x]
under section §, tax was paid only ¢ 4%. _j




S

four per cent of the whoie contract amount. In view of

‘onby ‘declared goods. As per the 9th proviso to sub
1 section (1) of sectivn 6 of the Act, the tax payable under

(i) Corpotation of Cochin "

MO J27 1537972008 - i
Dated 27.11.2008 : Rs. 99,56,292.00

{ii) . EDAT kEngineers Ltd,,
No.EDAC/KRL/500/45/
08-09/LO1/601
di. 17.09.2008

I
Rs. 72,18,709.00 %

|
i
3
|
i

|

As per the Audit Query, in the case of both these !

two cases, the rate of tax applicable was 8% during'
2908-09, since the dealer was having CST registration.

In the case of the 1= contract, ie. the WOTkK
awarded by the Curporation of Cochin, the dealer had
apted for payment of compounided tax under section 8
of the Act. 'As per sub-clause (i} of clause. (&) of
sectionB, as it swod during the year 2008-09, in the
case of contractors having CST registration, the rate of
compounded tax was 8%. But as per the 1st provise to
clause {a}, in the case of works contracts awarded hy
Government of Kerala, Kerala Water Authority or Local
Authorities, the rate of compounded tax shall be only

the above provise, the tax paid by the dealer @ 4% of
the contract awarded by the Cochin Corpyration’ is m
accordance with law.

) As far as. the 2n¢d coniract is conceined, the
contracts entered into berween the dealer and EDAC
Engineers Ltd. fell under the following two heads:

i) Civil Works Rs. 17,5G,87,814 i
(i} Structural works : Rs, 72,18.709 I

In the casc of civil works, the contractor .hasl
already conceded and paid tax @ 12.5% in respect of |
goods ‘transferred in the execution of works contract. :
But. in the case of the 2nd category, i.e. structural work,

the goods transferred in the execution of the contract is |

clause {f}, in respect of transfer of declared goods not
the form of goouds but in some other form, shall be .at |

the rate prescribed under the respective schedules. In |

“*

LI

AC ]
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purchase of those goods as a separate articie”.

| Gannen Duinkerley & Co. Vs State of Rajasthan (1993

P BB STUC S04 S, after eluborawcly analyzing the
! consitubonar provisions, the Homble Supreme Court
Phad. imer aba, 'aid down the following principles with ©
regard to the levy of tax on the goods transferred in the |
execution of works contracts:

P
i
|
I
i
i
H
'

tax on saie or purchase of goods under entry 54 of the |
Stale List tead wirh Article 366 {29-3j(b}, the State
Legistatnire while imposing a tax on the wansfer of
| property v, goods (whether as goods or in some other
| form) mvoived in the execution of a works contract is
‘nol competent to impose a tax on such a transier
{deemed sale) which constitutes & sale in the course of
inter-state rade or commerce or a sale oulside the Stare
or a sale in the course of import or export.

E' | |
[ 1) In exercise of its legslative power 1o impose |
i
i
1
1

(2} The provisions of secuon 3,4,5 and section 14
and 15 of the Central Sales Tax Act, 1956 are applicable
o a transter of property in goods involved in the
execution of a works contract covered by Article 366
29-4) (b} . .

(8] While fixing the rate of tax it is permssible to |
fix & uniform gate of tax for the various goods involved

in the execution of a works contract which rate may be I
different from the raes of tax fixed in respect of sales or |

It therefore flows from the above decision of the ;
Hon'ble Supreme Courl thar while it is permissible for |
the States to levy a uniform rate of tax for all the goods |
ransferred in the execution of Works Contract, it is
subject to Secuon 15 of the CST Act where declared !
goods are invelved in the execution of such Works |
Contract. Sc the levy of Tax on declared goods at a rate |
more than what is permined by Secton 15 of the CST|
Act is unconstitutional and illegal. So in the light of the
Judgment the Tumover of iron and steel cannot be
taxed at a rate more than 4%. Further while disposing
of a batch of Writ Petitions and Writ Appeals filed
challenging the Amendruent made in Clause (f) Section
6 .of the Act by the Kerala Finance Act, 2006, the
Hon'ble High Court of Kerala has held on 23.11.2009
L EW.P.(C} Ne.11332/07, W.P.{C) No.11093/07 and other
i cases) that the Amendment made. is subject to Scction
15 of the CST Act and that declared goods transferred
in the execution of Works Contract will attract tax ofily
@ 4%, an such the rate of 4% at which the contractor ;




; jsH ax 1
Pt accordancie it e, |
! .

i
{‘ Works Contragt. Thiruvapaniiapuram !
|

Lo B Jaya Prakash, Presio Budlders 2008-0 |
2, M/s.Conaor Builders 2008-09
i 3. M /s.8un Projects 2008-09
[ 4. ARProecls 2006-09 1
I 5. Mjs.Alka Ventures 2008-09 |
i 0. M/s. Beacon Projects 2003-09
" 7. hidas 2008-09
S P Vadivel: Balaji 2006-09

The audit objection involved m these cases is
whether the above bullders are entided to get die
benefit or reduced rate of tax G 3% availed for the year
2002-¢9 by volunturily cancelling the registration under
the C8T Act 1956 with effect from 1.4.2008.

HBased on the Audit the self assessment made by
the above dealer. (1) 1o {7) mentioned above were
revised. © While aevising the self assessment under
section 25(1) of the KVAT Act, 2003, they have filed
reply and Tequested to verify the rate of tax as per the
Sth proviso to clause {a) of section 8 of the KVAT Act
2003 as incorporaled in the Finance Act, 2009,
Verification of the assessment records it is séen that the
entire’ contract were executed prior to 1.4.2008 and |
which remains partly unexecursd as on 1st April 2008.
So the contractor shall pay tax at the rate as it cxisted
! prior to st April 2008 i¢, at the rate of only 4%,

In the ligh! of the proviso incorperated in the

| Finance Act, 2009 the assessinent were cumpictcdl'

adopting tax @ 4% and oreated an additional demand |
for Rs36,38,4092/- with iurerest.  Au amount of |
Rs.12;48,134/- is collected. The bulance amount is |
pending collection - :

Sri.Vadivela, Sree Balaj Decoratars, Patrom,
Thiruvananthapurnm ‘for the year 2008-09 was
completed on  23.312.2011 and creating addiuonal .
demancd of Rs.1,15,878/- including interest.

The asseswment i respect of the ass::ssec!
t

The assessment of the four cases has already
been completed @s per the andit objection in the draft

!
i
Works Coptract, Kozhikode |
|
|
|

) para and additional demand created as follows:

L)
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.Lj

“

i.M/sPV3 Nava.ratna 08-09 Additional Demand -
Rs.1B.68,696/-

2.M/s.Hilite Builders {P) Lid. 08-09 Additional demand
‘Rs.15,20,400/-

3M /s.Hilite Project & Construction (P) Ltd, 08-09 ~
Rs.49,09,430/-

|| 4.M/s.PVS Apartments - 08-09 - Rs. 61,04,955/-

The assessment of M/s.Seiken Properties and
Developers (P} Ltd. 07-08, T. Asokan O08-09 and
M{g.Kerala Transport Co. 08-09 has not been revised
since they have surrendered their CST registration
within the prescribed tire limit.

(b}

Recovery of
overpayment pointed

v

-} out by audit

(c)

Recovery of under
assessment, short levy

% or other dues

(d)

Modification i the
schemes and programmes

including ﬁna.nc:mg

pattern

L1}

()

Review of similar
cases/complete

scheme /project in the
light of findings of sample

check by Audit findings of

sample check by Audit

ta

395/2016.
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Action taken Notes on Cé AG’s Reports

(a) } Department ‘r COMMERCIAL TAXES !
i : f i
1 ; . ;
| (b} | Subject/Title-of the Review ] Short levy due to incorrect |
1 Paragraph classification
! (¢} | Paragraph No. 2.12.4
(d) | Report No. and-Year Cé& AG report ended 31.3.2G1C
iI (=) | Date of receipt of the Drafi i
Fara/Review in the Department |
{b} | Date 'of Department’s Reply
1 Five assessees in CTOs, Special
Qist of Paragraph/Review Circle-li,  Ernalulam,  Works
. Contract, Ernakaulam and Works
Contract, Thiruvananthapuram
incorrectly assessed the turnover
for , sale, erection and
i commissioning of lifts for the years
K 2005-06 to 2008-09 as works
i '; coniract and claimed exemption in
P relation to the turnover on labour
i 'I i charges mmcurred, which resulted !
! in short levy of {ax and interest of
1 Rs.11.24 crore.
Y {a) | Does the Deparrment agree
with the facts and figures Yes
included in the paragraph?
If not, Please indicate areas of
(b) | disagreement and also attach’ . --
copies of relevant documents in
.support ‘
v (a}  Does the Department agree -
with the Audit conclusions?
i {b) [ If not, please indicate specific
‘areas of disagreement with
reasons for disagreement and
algo attach copies of relevant
documents where necessary i

o,
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Remedizl action taken

T

ia)

Improvement in system
and procedures,
including internal
controls,

This para refers to 5 cases.

{1) M/s.Johnson Lifis [P) Ltd (06-07 to 08-09)
- The sell assessments for the years 2005-06 to 2008-

09 were revised and-issued demand notices. The
Hon'ble High Court granted interior stay. In the light of
stay order the recovery proceedings kept in abeyance.
2)M India_Elevators {05-06 to 08-09
The asscssment was cormpleted for the years 2005-

06 to 2008-09 and demand created as under.

2005-06 : Rs.1,19,767

2006-07 : Rs.4,69,750

2007-08 : Rs.11,75,747

2008-09 : Rs.3,06,065

(3) M/s,Omega Flevators (2008-09}

The assessment was completed and demand created
and RRC issued, '
{4} M/s.Kone Elevators {2005-06 to 2008-09)

Action is being taken to re-open the assessment u/s
25(1) of KVAT Act. .
(5) M/s.0tis Elevaror Co. India Ltd, Tvpm

The assessments in respect of the assessee for the
year 03-06, 06-07, 07-08 and 08-09 have already been
revised on 9.12.10 and the following additional demand
have been crcated

Year
2005-06
2006-07
2007-08
2008-09

VAT
5145997
. 14939122
14810839
18235813
Total

Total
14267755
21512336
19550307
26259571
81589969

Interest
5121758
6573214
4739468
8023758

No coercive steps for collection can be initiared in view
of the direction in WP(C)No.232 & 528/2005 of the
Supreme Court of India.

(b)

Recovery of
overpayment pointed
out by audit

c)

Recovery of under
assessment, short levy
or other dues




Modification in the | -
(e schemes and programmes | --

) including financing
pattern

- {e) Review of similar
cases/complete
scheme/project in the
light of findings of sample. | . -
check by Audit findings of
sample check by Audit
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Action taken Notes on C& AG’s Reports -

areas-of disagreement with
reasons for disagreement and
also attach copies of relevant

documernits where necessary.

‘{a) | Department COMMERCIAL TAXES
(b) | Subject/Title of the Review | Short levy due to incorrect
| Paragrapin exemption )
{c) | Paragraph No. 212171
(d) | Report No. and Year C8s AG report ended 31.3.2010
I .} i{a) | Date of receipt of the Draft
Para/Review in the Depariment
{b) | Date of Department’s Reply
HI The assessing officer finalized the
Gist of Paragraph/Review assessments of a dealer engaged in
' : ) public distribution of provisiozn,.
consumables etc.,, for the years
2001-02 to 2004-05 in December
s 2008, exempting the sales
turnover of tea sold under the
brand name “Sabari” valued at
Rs.72,92 crore. This mistake
resulted in short levy of tax of
Re.2.39 crore. -
v (a} [ Does the Department agree
with the facts and figures Yes
+| included in the paragraph?
If not, Please indicate areas of
(b) | disagreement and also attach - "
.| copies of relevant documents in
support
v {g) | Does the Department agree --
with the Audit conclusions?
(b) | i not, please indicate specific




158

VI Remedial action taken
MY/s.Kerala Civii Supplies Corporation has sold Tea
Improvement in system | under brand name “_Sabari" which is registered under
@) and procedures Trade and merchandise marks Act and the point of sale
. L ' is as specified in Schedule-1
including internal In the circymstances, the audit enguiry is sustainabie.
controls. The assessment already completed as per order
No.23040117/04-05/dated 31.12.2008 was by Fast
Track Team and hence action is being taken to revise
the assessment after gettung sanction from the
. - ! Commissioner of Commercial Taxes for the same,
{b} 1 Recovery of |
overpayment pointed : -
out by audit
| Recovery of under
(c) | assessment, short levy -
or other dues
.| Modification in the
{d) | schemes and programmes | --
including financing
pattern
{e) Review of similar
cases/complete
scheme/project in the
light of findings of sample -
check by Audit findings cf R
. sample check by Audit |

..
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Action taken Notes on Cl AG’e Reports

{a} | Department COMMERCIAL TAXES
(b) | Bubject/Title of the Review Short levy due to turnover
Paragraph escaping assessment.
{c) | Paragraph No. 2.12.1.2(b) -
{d} | Report No. and Year C8 AG report ended 31.3.2010
I (a} | Date of receipt of the Draft
) Para/Review in the Department 22810
{b} | Date of Department’s Reply |[30.11.10
11 : In Commercial Tax Officer (WC),
Gist of Paragraph/Review Emakulam, during scruting of
records it is noticed that the
assessee M/s.Bharath Heavy
Electricals Ltd., executed works
contract valued at R591.77 crore
for the year 06-07 on turnkey
basis. However, the assessee
returned Rs.10.93 crore being
labour elemeni in the annual
return and claimed exemption on
the turnover, resulting in under
assessment of turnover of
Rs.80.84 crore. The mistake was
rot detected by the assessing
authority ‘which resulted in short
levy of tax and interest of Rs.13.34
CTore,
v {a) | Does the Department agree
with the facts and figures 1 No
included in the paragraph?
If not, Please indicate areas of | BHEL is executing the following
{b) | disagreement and also attach contract with M/s.Kerala State

copies of relevant documents in

support

Electricity Board which has two
price breakup. :
1. Supply of  power plant
equipment from  various
manufacturing  units  of
BHEL (Rs.66.1467 crores)

2. Erection testing and
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Ko

=

P

plant by BHEL/Power

sector/southern Region

[Re.9.20 crores)
The materials to be supplied under
the above contract are despatched
by manufacturing units of BHEL
who send equipments as interstate
sales on submission of ‘C’ form by
‘M/6.KSER. The goods ‘are
consigned to M/s.KSEE directly
by various manufacturing units of
BHEL sitmated outside the.Siate of
'Kerala.
As far as erection, testing and
commissioning work is concemed,
it is purely labour oriented and
hence exemption. i claimed by
M/s.BHEL in their returns.
In view of the above, amount
involved in the works contract is
only  erection, testing  and
commissioning work of Rs.9.20
crores which is purely labour and
hence exempted from tax.
The same is the case with BHEL
contract with Kochi Refineries Lid
for ° revamping of existing
compressor for CEMP phase 1 and
the work is purely labour and
hence exempted from 1ax.

commissioting of power |

{g).

Does the Department agree
with the Audit conclusions?

(b)

If not, please indicate specific
areas of disagreement with
reasons for digagresment and
also attach copies of relevant
documents where necessary
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Remedial action takern

] v 8Becter/Southern Begion at Kuttivadi js
11‘,1}3]‘0‘5,731‘1’1&11[ jn_systc[n .} ¢ under both KGST arid C8T and has been
and procedures, [vubmiiting sales tax tenuns regularly wherein the
including internal ‘r compléie  date. relaling © the  mirnover is being
controls. i furnighed.
o remara 1o the nature. of contract under execution of i
! Kuttivadi BHEL is executing the following contract with |
LM sl I':.t‘n.dlu Stare Electricity Board which has two price
b)'é’_;mp
i Supply of power plant equipment from varous !
manufacturing units of BHEL [Rs.66.1467 crores) ;
2. Evection testing and commissioning of power:
planv by BHEL/Fower sector/southern Region
| {Rs.9.20 crores)
: Thie materials 16 be supplied under the above contract
are despatched by manufacturing units of BHEL who
! send eqruipments as interstate sales on submission of i
*C” furm by M/s. KSEB. The goods are consigoed 1o i
| M/s.KSEB directly by various manul.;cmrmg units of BHEL !
1 sitvated cutside the Sime of Kerata, !
las may be seen from ths above, the supplies made by
| manufacturing  umite of M/sBHEL have 1o be
necessarily governed under CST Act. as the units |
supplied conwacted goods tw the specified customer i.e.
KSER Kuttiyadi AES, Kakkayam:. ’
| Neediess to mention that the taxaton would anise at the
place  from where the equipmems commenced the
journey and né other states car bmpose ax on those
supplies. N 1= also clear that inter state nature of
supplies are not in the purview of KGST Act in as-such- |
: | as the goods have already suffeted tax in the state from
where the goods commenced the journey.
As far as erection, testing and commissioning work is
concerned, it is purely labour oriented and hence
exempdon is claimed by M/s.BHEL in their returns.
" +ln view of the above, amount involved in the works
‘j contract is only erection, testing and con.missioning,
work of Rs.9.20 crores which is purely labour and |
hence exempted from tax.
The same is the case with BHEL contract with Kochi !

i
1
i

395/2016.
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| Reflinerics Tad for revamping of existing compressor for |
CEMY phiase 1 and the work is purely labour and hence |
exempred from Lax. ‘

{b)

Recovery of .
overpayment pointed i --
out by andit

fc}

Recovery of under
assessment, short levy
or other dues

]

{d)

Modification in the
schemes and programmes
including financing
pattemm

(e)

-| sample check by Audit

Review of stimilar
cases/complete
scheme/project in the
light of findings of sample -
check by Audit findings of | -
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Action taken Notes on Cé& AG’s Reports

(a)

Department i COMMERCIAL TAXES A]
{b) | Subject/Title of the Review | Short levy due to rurnover
- Paragraph escaping assessment
{c) | Paragraph No. 2.12.1.4{a)
{d) | Report No. and Year C& AG report ended 31.3.2010
|1 (a) | Date of receipt of the Draft
-__| Para/Review in the Department hosoie
) (b) | Date of Department’s Reply | 27.10.10
I . In  Comunercial Tax  Officer
Gist of Paragraph / Review (WCBLT), Thrissur the Accountant |’
. General noticed in Sepiember
2009 that the taxable tumover for
the year 06-07 of M/s.Chelicor
Property Development Projects Lid.
Poonkunnem a works contract
! dealer paying compeunded tax at
the rate of four per cent was
determined by audit assessment
wing as Rs.10.49 crore even
though the assessee had a
contract receipt of Rs.13.38 crore
as per the certified accounts. This
resulted in short levy of tax of
Rs.11.55 lakh.
v (a) | Does the Department agrec
with the facts and figures No
included in the paragraph?
. | ¥ not, Please indicatc arcas of | Notice under section 25(1} was
{b) disagreement and also attach issued to the assessee to assess
copies of relevant documents in | the tumover of Rs.133785975/-,
! suppert : To this, the assessce filed reply
stating that he used to pay tax on
receipt basis and this includes
advance amounts received before
completion of the projects. The |
advance received is taken om the
. credit side of the Profit and Loss
Account only on completion of the
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advances . received

! yeur 2006-07.

lentire projects. As the assessee
has already paid tax due for the

for

thel

coinpleted projects advances were |
inchided in the Profit and I.aoss\
Account as income, there is ne
escape of turnover or tax for the

(e

Does the Department agres
with the Audit conchisions?

{o)

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

i LEE

et
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Remedial action taken

(&)

Ilmprovement in system
and procedures,
including internal
controls.

‘has already paid tax due for the advances received

The annual retun as well as Form 13 and 134 filed
by M/s.Chellosn Property Development Projects
Ltd. sthows that the dealer had received only
Rs. 104898908, - as receipts during 06-07 and they
had paid tax at compounded rates for the abave
receipts. ln the Profit and Loss account, the
assessee Nad conceded Rs, 133785975/~ as income
from sales. This turnover includes the total sale
receipts of their completed projects. For the sale of
their completed projects, the company had already i
received advances in the earlier years and paid tax
for the advances received in previous years. Thus |
the total sale amount of the completed projects has l
been included in the profit and less account. As |
such, there occurred difference .in receipts and
income. ’

Notice under section 25(1) was issued to the
assessee 1o assess the turnover of Rs.133785975/-
To this, the assessec filed reply stating that he
used to pay tax on receipt basis and this includes
advance amounts received before completion of the
projects. The advance received is taken on the
credit side of the Profit and Loss Account only on
completion of the entire projects. As the asscssec

for the completed projects advances were inchaded
in the Profit and Loss Accounl as income, there is
no escape of turnover or tax for the year 2006-07.

(b}

Recovery of
overpayment pointed
out by audit’

)

Recovery of under
assessment, short levy
or other dues
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Modification in the

{d) |schemes and -
programmes including -
financing pattern

{e) Review of similar -
cases/complete

scheme/project in the
light of findings of

 sample check by Audit

findings of sample
check by Audit

iy
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Action taken Notes on C& AG's Reports

(a} | Department COMMERCIAL TAXES

(b) | Subject/Title of the Review Short levy due to turnover
Paragraph £Scaping assessment.

(c) | Paragraph No. 2.12.1.4{b}

Report No. and Year

(ay

Date of receipt of the Draft ]
Para/Review in the Department

C& AG report ended 31.3.2010

A.,s"—'rb

(b}

Date of Department’s Reply

8.7.10

11

Gist of Paragraph/Review

In  Commercial Tax  Officer
{WCGELT), Thrissur, it is noticed in
9/09 that, M/s Alukkas Builders,
Thrissur, an asscssee engaged in
works contract conceded a total
turnover of Rs.2.23 crore only in

 the annual return even though he

had a contract receipt of Rs.4.55
crore &s per the certiied P&L
account for the year 07-08. This
resulted ity escape of turnover of
Rs.2.32 crore and conseguent
short Jevy of tax and interest of
Rs.10.78 lakh,

v

(a3

Daoes the Departipent agree

tb)

with the facts and figures No
included in the paragraph?
If not, Please indicate areas of | The construction revenue

disagreement and also attach
coupies of relevant documents in

support

recognized in the P& L account
was, Rs.4.55 crore, i.e. the cost
estimated for the work and
receipts for the year 07-08 was
oniy Ks5.2.23 crores. The estimated
revenue and estimated cost for the
respective  year is calculated in
accordance to the percentage
completion method and shown in
the P&L account and the revenue
recognized is not the actual
coptract receipts. Verification aiso




[

revealed that the total receipts for |
the year is only Rs.2.23 ¢rores and |
the dealer had not received any |
other uxounts for the contracts.

Therefore there is no escape
of tumover or short levy of tax,

(a} | Does the Department agree G-
with the Audit conclusions? E L
(b) | i not, please indicate specific |

areas of disagreement with

reasons for disagreement and
also attach copies of relevant
documenis where necessary 1
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Remedial action taken

(&) -

improvement in system
and procedures,
including internat
controls.

As per the observation in the audit, notice under
section 25(1) of KVAT Act was issued to the dealer |’
on 31.12.2009. There upon the assessec had
produced  the books of accounts and filed
objections and clarifications stating that they had
received only 2.23 crores as works contract receipt
and the estimated revenue and estimated cost for
the year 07-08 was calculated in accordance with
the "percentage completion method® as shown in
the P&L account.

Verification of the books eof accounts and
statemente filed by the dealer revealed that the

| construction revenue recognized was Rs.4.55

crores but contract receipts for the yea.r 07-08 was
only 2.23 crores.

-1 The construction revenue recogmzed in the P& L

account was Rs.4.55 crore, ie. the cost estimaied
for the work and receipts for the year 07-08 was
only Rs.2.23 crores. The estimated revenue and

'| estimated cost for the respective year is calculated

in accordance to the percentage completion methed
and shown in the P&L account and the revenue
recognized is not the actual contract receipts.

| Verification also revealed that the total receipts for

the year is only Rs.2.23 crores and the dealer had
not received any other amounts for the contracts.

Therefore there is no escape of turnover or
short levy of tax.

(b}

Recovery of .
overpayment pointed
out by audit

{c)

Recovery of under
assesament, short levy

395/2016.

or other dues




(&)

©

Modificatipn in the
schemes and
programmes including
financing pattern

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

-sample check by Audit

findings of samaple ,
check by Audit

v
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Action taken Notes on C& AG's Reports

(=)

Department

COMMERCIAL TAXES

®)

Subject/Title of the Review
Paragraph

Short levy due to incorrect
v exemption.

()

Paragraph No.

2.12.2.1(b)

(d)

Report No. and Year

C& AG report ended 31.3.2010

1

(8)

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

-5

(b}

Date of Department’s Reply -

18.6.10

Gist of Paragraph/Review

During scrutiny of records in
Commercial Tax Office (WC),
Thiruvananthepuram it was
noticed in March 2009 that an
asscasee M/s.Narsi and
Associates, Kulathoor engaged
in the business of interipr
decoration incorrectly availed
exemption of Rs.3.13 crore and
Rs.3.82 crore on the total
turnover for the years 05-06|
l and 06-07, instead of availing
exemption in respect of labour
and other charges at the
specified-rate of 25%, as labour
and other charges werc not
s€parately ascertainable from
the accounts. This resulted in
short levy of tax Rs.47.34 lakh |-
at the applicable tax rate of
12.5%.

@

Does the Department agree
with the facts and figures

"lineluded in the paragraph?

tNo~
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L]

if not, Please indicate areas
of disagreement and also
attach copies of relevant

" | documents in-support

On verification of accounts it is
seen that the  assessec
contractor maintained all the
books of accounts. The project
undettaken by them is a labour
oriented one. Documentary
evidences produced shows that
almost all the payments were
effected by the contractor
Lthrough cheques. During the
period, the contractor has not
opted for compounding. Hence
schedule rate of tax adopted by
them js in order.

() | Does the Department agree -
with the Audit conclhusions?
(b) | if not, please indicate

specific areas of .
disagreement with reasons
for disagreement and also
attach copies of relevant
documents where necessary

e
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Remedial action taken

@

Improvement in system

) and procedures,

including internal
controls.

On verification of accounts it is seen that the|
assessee contractor maintained all the books of

| accounts. The project undertaken by them is aj

labour. oriemted one. Documentary evidences
produced shows that almost all the payments were

- | effected by the contractor through cheques. During

the period, the contractor has not opted for
compounding. Hence schedule rate of tax adopted
by them is in order.

In Works contract, cost of goods transferred in the
execution of works contract together with profit
shall be the taxable turnover. Cost of goods means

| the price of goods together with all the expenses

incurred by the contractor in bringing the goods to
the work site.

Rule 10(2){b} of the KVAT Rules is applicable in
case where the desler has not maintained any
accounts. In this case the déaler was maintaining
pucca books of accounts. Verified and found that
each and every purchases and other transactions
were duly supported by proper invoices and
vouchers. No discrepancy noticed tin the

maintenance of books of accounts. No reason to

discredit them.

“What is assessed in this cese is the transfer value
of the goods at the time of incorporation of the
goods into the work by the contractor as pointed
out in the audit. It may please be seen that the |-
total purchase value of the goods involved in this
case is Re.33172262/- whereas, the transfer value
of the materials in the works incorporated is
arrived at Rs.36480488/-. Thus it can be seen
that the difference in the transfer value of materiais
in the work incorporated comes to Rs.3317226/-
which is more than the total purchase value of the
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goods invelved in . the works. There is ne
escapement of twnover of works contract amount
received. Hence the self assessment made by the
dealer is in order”.

(b}

Recovery of

overpayment pointed
out by audit

{c}

Recovery of under
assessment, short levy
or other dues

()

Modification in the
schemes and
programmes including
financing pattern

(€ -

Review of similar
cascs/complete
scheme/project in the
light of findings of
sample check by Audit
findings of sample
rhenk hy Audit. .

ot
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Action taken Notes on Cé AG's Reports

"_Dcpa.rt.rnent

attach copies of relevant
documents in support

1) COMMERCIAL TAXES
(_b) Subject/Title of the Review Short levy due to incorrect
Paragraph excmption.
(c) | Paragraph No.’ 2.12.25
{d) | Report No. and Year C& AG report ended 31.3.2010
(a} | Date of receipt of the Drait I
Para/Review in the Department | &4 £ /e
{b) | Date of Department’s Reply | 9.12,11 .
, . In Commercial Tax Officer (WC),
Gist of Paragraph/Review Mattancherry, M/s.KMC
' Constructions Ltd., South
Chalakudy a dealer claimed
deduction in -respect of sub
contract awarded for the years
|1 2006-07 1o 2008-09. The
Accountant Genersl {Audit) has
observed that the sub’ contract
was purely labour contract and
hence the ‘sub contractors were
not liable to tax and thai the
materials for the works were
issued by the awarder and
hence the liability rests with the
awe:rdcr iteell. The incorrect
-] cldim of exemption had resulted
in.short levy of tax and interest
: of Rs.1.56 crore,
{a}) { Ddes the Department agree
with the facts and figures Yes
included in the paragraph?
If not, Please indicate arcas
(b} | of disagreement and also
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£

(a)

Does the Department agree
with the Audit conclusions?

| (b).]

| If not, please indicate
" i specific areas of

disagreement with reasons
for disagreement and also
attach copies of relevant
documents- where necessary
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Vi "~ Remedial action taken

. The AG's observation is based on the -deduction
Improvement in system | allowed towards sub contract amount classified as

{a) and procedures, pure labour contract. In tune with the above|
inchuding internal observation the alleged short levy of tax has been
controls, made good by invoking Se¢ction 25(1) for the year

06-07. The assessment order passed by the Asst.
Commissioner (WC) has been interfered by the
Deputy Commissioner {A}, Emmakulam as per order
date 21.6.10. The above order contains elaborate
digcussions on the averments of the assessee and
the findings. Since the said order appeared to be
. untenable second appeal has been filed against the
same before the Honble Tribunal. The second
appeal is pending disposal.

As per the appellate order the disallowance towards
sub contract amount is not in order and hence the
same has been directed to be deleted. Some other
grounds raised by the assessee has been directed
to be considered, by the Deputy Commissioner
{Appeals}. Since the State has a strong case to
reverse the order of the appellate authority, the re-
assessment in accordance with the directions of the
Deputy Commissioner (Appeals} may not be
beneficial to the revenue. In. the above
circumstances, modification of the assessment for
-2007-08, 2008-09 can bhe made based on the
outcome of the appeal pending before the Tribunal.

{b) | Recovery of
overpayment pointed --
out by audit .

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

395/2016.
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{d

Modification in the
schemes and
programmes including
financing pattern

te)

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

check by Audit

L

LU
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Action taken Notes on C& AG's Repurts

{a)

attach copies of relevant
dpcuments in support

Department COMMERCIAL TAXES
Subject/Title of the Review ; Short levy due to excess
| (b} | Paragraph availing of Input Tax credit.
{c}) | Paragraph No. 2.12.6(1}
{d) | Report No. and Year ' C& AG report ended 31.3.2010
(a) [ Date of receipt of the Draft
Para/Review in the TR -C — 1o
Department
{b} { Date of Department’s Reply | 19.10.10
' | In Commercial Tax Office, Special
Gist of Paragraph/Review Circle-ll, Ernakulam, during ‘the
scrutdny of assessment records of
M/s.Appollo Tyres Ltd it was
noticed that, the assessee stock
transferred raw materials valued
at Rs.3.44 crore and -Rs.90.30
percent of their finished products
for the year 07-08, However, while
limiting input tax credit to that
extent by reverse tax, it was
asscescd as Rs.24.05 crore instead
of Rs.27,.32 crore which resuited in
short levy of tax and interest of
Rs.3.85 crore.
(a) | Does the Department agree
. { with the facts and figures No
" | included in the paragraph? '
If not, Piease indicate areas |The assessee in  hie  self
{b) | of disagreement a.nd also assessment worked out the reverse

tax as Ra.2404933107-. But as
per the statistics available in form
13 & 13A filed by the assessec the
reverse tax due - is

Re.23,23,74,629/-. Henoe there is
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no short levy as pointed out in
andit.

t Does the Department agree

with the Audit conclusions?

{b)

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

documents where necessary

“n
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inchuding internal
controls.

Vi Remedial action taken
- The dealer while filing monthly and arnual return during 07-08
Irnprovement in system | has made self assessment and worked out the reverse tax at

{a) and procedures, Re.24,04,685,310/-.

The details are given below.
1. Local purchase value from VAT dealers Rs5.8937172666
2. Purchase from VAT dealer, but by mistake

it is shown as purchase from registered

daaler other than VAT dealer Rs._775655640
Rs.9712828508
3. Lees value of goods (Raw rubber) Rs.3440482016
stock transferred out, as such
4. Balance valus of goods used in the Rs.6272345692
manufacture of goods )

But the value of local purchase of goods from local
registered deaiers as per Form 13, 13A and its encloged
statement is Re.99330.24 lakhs.

Less stock transfer of raw rubber Re.34404.82 lakhs

Balance Rs. 64825.41 lakhs

Value of goods used for sales/dispatch Rs.171169.78 lakhs
Value of goods sold/dispatched as Rs.215473.35 lakhs
per annual return ‘

i.e 1. localsales Rs. 5363.97 lakhs
- 2. Intarsiate sales Rs.44480.95 lakhs
3. Export Re.13711.14 lakhs
4. Stock transfer (out) Rs 151907 29 lakhs
Re.215473.35 lakhs

Out of total stock transfer out value, Rs.265277009/- is local
stock transfer out and balance Rs.151807.28 lakhe i3 the
interstata stock transfer out as per annual retum.

In ariving the-share of stock transfer {interstate) from the totaj
dispatch of goods, the total sales value/despaich value has to
be considered and not the actual cost of the goods
despatched. The company vide ietter dated 4.68.2010 has
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/ .
stated that stock transfer value is inclusive of GP and Exdise]
duty paid. The total excise duty paid is Rs.222 crofe and it is”
sale value. The audit party had considered the actual cost of

the goods soid/dispatched instead of sale value. The actual
cost of goods sold/dispatched is Rs.17118875725/- wheroas
the sale value/dispatch value is Rs.21547335000/-

Thus the percentage of local purchase of goods used for the
manufacture and stock transfar out is as follows.

1519028000x100+70.48%
21547335000

The peroer";tage worked oul at cost of goods soid and cost of
goods stock transferred also reveal the same percentage.

The percentage worked out by the audit party is 80.30% which

is incofrect. ITC availed raw material used in the manufacture |

of goods stock transferred.
ie. 70.49% of Rs.6,49,26,41,000/- is Rs.4,57,65,92,151/-

In respect of ITC availed ‘on raw materials used in the
manufacture of goods stock transferred and reverse tax 3%.

B%pf - Rs.4576562151

* Reverse fax Rs. 137207765
Revefge tax of raw rubber purchased and slock transferred.

Value Rs.3440482016

- 3% . Rs. 103214487

Tola! reverse tax (1032144B7+137287765)=R5.240512252/-

The dealar had concedsd reverse tax amounting 1o
Rs.240495310/-

Hence there is no short levy as pointed out by !he Accountant
General excep! Rs.18842/-

Further it -ie to be noted that the calculstion and workings
adopted by the Accountant General is considerad,

that the value of goods for gale is Rs.171168975725
lese value nf goods stock transferred Re. 15456006009
Balance _vg!ue of goods for sale . Rs. 1660969720

The local and interstate sales and exporis conceded by the
dealer as per annual retum and form 13, 13A is as follows.

1local sale Rs. 536397645
2. Interstate sales RE.4448095439
3. Exporl Rs.1371114915
T Yotal Rs. 8356607599

"
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it means that the cost of gogds sold is Rs.16608689720/-. Tha
tumover is Rs.6356607989/- Gross profit is
Re 4695638279/ ie; 283% which is unrealistc and
unfounded. '

The reverse tax due, worked out above based on the statistics
available in Form 13, 13A is Rs.232374629/- where as the
assesses in his self assessment, the reverse tax ie worked out
to Rs.240485310/-.

)

Recovery of
overpayment pointed
out by audit

e

()

Recovery of under
assesament, short levy
or other dues

{d)

Modification in the
schemes and
programmes including
financing pattern

(e}

Review of similar
cases/complete
scheme/project in the
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Action tgken Notes on Cés AG’s R.éports

T

Department

® COMMERCIAL TAXES

(b} | Subject/Title of the Review Short levy due to excess
Paragraph availing of Input tax credit.

(¢} | Paragraph No. 2.12.6(2)(a)

{d) | Report Na. and Year | C& AG report ended 31.3.2010

(a) | Date of receipt of the Draft
Para/Review in the Department | 1~ &< 1¥

{t) | Date of Department’s Reply | 24.9.10

Gist of Paragraph/Review

In Commercial Tax Office,
Special Circle-ll, Emakulam,
during the scrutiny of
assessment records of
M/s.Appolio Tyres for 2007-08.
It was noticed that an assessee
availed input tax credit of
Rs.35.75 crore on local
purchases of goods valued at
Rs.828.35 crore as against the
eligible clairn of Rs.33.13 crore.
This resulted in short levy of
tax and interest of Rs.3.11
crore.

=

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

No

)

If not, Please indicate areas
of disagreement and also
attach copies of relevant
documents in support

As per annual return for the
year 2007-08, the 4% taxable
purchase amount is shown as
Rs.8,28,34,51,679/-. Another
purchase trnover of
Rs.77,56,55,639/- is shown in
the next column value of local
purchase from registered dealer

et



othier than VAT dealer. It is a
mistake. The purchase is from
local registered dealers. By

imista.ke it is included in the

adjdining column other than
VAT dealer.

ta)

Does the Departiment agree
with the Audit conclusions?

{b)

If not, please indicate o
specific areas of
disagreement with reasons
for disagreement and also
attach copies of relevant
documents where necessary

395/2016.
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VI Remedial actiop taken
As per aunual return for the year 2007-08, the 4% |
lmprovement n systern | taxable purchase arpounl is shown as
{a) and procedures, Rs.83,28,39,51,679/-. Another purchase turnover of
including inte rnal Rs.77,56.55,038/- is shown in the next column value
controls. of lacal purchase from registered dealer other than VAT
dealer. It is a mistake. The purchase is from local
registered dealers. By mistake it is inchuded in the
adjoining coluwnn’ other than VAT dealer. This mistake
was reflecied in the relevant monthly remarn for 2/2008
also, .
Verified the purchase bills relating to the month of
‘February, 2008 and found that the purchase of 4%
J goods amounting to Rs.77,56,55,639/- has been
[ effected from local registered dealers on payment of VAT
! at 4%. When the above purchase is inchaded in the 4%
[ VAT dealer category the total 4% purchase is
Rs.9,05,91,07,318/-. It's input tax due is
Rs.36,23,64,292/-. Bur the dealer has claimed input
tax only for Rs.35,74,87,121/-. Hence there is no short |
= levy.
{b) Recovery of overpayment |
pointed out by audit -
Recovery of under
{) |assessment, shert levy or -- i
| other dues :
Mudification in the
{d) schemes and programmes -
including firancing
. pattern ’
; ! {e) Review of isimilar
: i cases/cornplete
: scheme/ project in the i
i light of findings of sample -
] check by Audit findings of | .
L { sample check by Audit l

A T T

xr WP

forrays

ey

[ P T e .



'S

187

Action taken Notes on C& AG's Reriorts

attach coples of relevant
documents in support

{a) | Department COMMERCIAL TAXES
[ (b} | Subject/Title of the Review | Application of incorrect rate of
Paragraph ) tax.
{c} | Paragraph No. .2.12.7.1(1)
{d) | Report No. and Year C& AC: report ended 31.3.2010
I {a) | Date of receipt of the Draft - :
Para/Review in the Department - Q-
(b} | Date of Departaent’s Reply | 27.3.10
1 Duning scrutiny of ihe records
Gist of Paragraph/Review in Special Circle, Palakkad, it
was noticed that M/s. 1TI Ltd.
Kanjikode manufacturer and
dealer in  Electronic Switch
Equipment for telephone
Exchange and VRLA 3attery
asgessed out put tax on the |
sales turnover of battery for the
year 2005-06 and 2006-07
valued at Rs8.6.69 crore at the
‘| rate four percent instead of at
the correct of 12.5%. This
| resulted in short levy of tax and
1 interest of Rs.72.34 lakh.
w (a) | Does the Department agree
: with the facts and figures No
included in the paragraph? ;
if not, Please indicate areas | M/s. ITI, Kanjikode lias filed
(b} | of disagreement and also revised annual ret for the

year 2005-06 on; 25.11.2009
and final return for 05-07 on
10.1.08. As per the returns
they have mnot effected any

| separatle sales of battery during
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Kerala, The Asst.Commissioner
has verified the sale bills for the
period and found that no
separate sales of battery were
| effected during the years within
| the state by the Company.

| Henee the defect pomted out in
.| the audit is not sustainable.

W
the years within the State of

(a)

Does the Depastment agree
with the Audit conclusions?

()

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

-



"~
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vl Remediz} action taken
i M/s. ITl, Kanjikode has filed revised annual retumn
Improvement in systern | for the year 2005-06 on 25.11.2009 and final
{a} | and procedures, return for 06-07 on 10.1.08. As per the returns
including internat they have not éffected any separate sales of battery
controls. during the years within the State of Kerala. The
Asst.Cotamissioner has verified the sale bills for
the pericd and found that no separate sales of
battery were effected during the years within the
state by the Company. Hence the defect pomted
out in the audit is not sustainable.
(b} | Recovery of
' overpayment pointed -
5 out by audit
1 | Recovery of under
‘{c) |assessment, short levy -
or other dues
Modification in the
(d) | schemes and --
programmes inchading
; i financing pattern
l[ {e) | Review of similar

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

check by Audit
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Action taken Notes on C& AG's Reports

() | Department ' COMMERCIAL TAXES
|

(b) 1 Subject/Title of the Review Application of incorrect rate of

Paragraph tax.
{c} 1 Paragraph No. 2.12.7.1(2)
4 {d} | Report. No. and Year C& A( report ended 31.3.2010
{a} | Date ol receipt of the Draft
Para/JRevicw in the Department | -~ ~ % ~!°

(b) | Date of Department’s Reply | 17.2.11

’ In Commercial Tax Officer,
Gist of Paragraph/Review Special Circle, Kasargode in
August 2009, it wae noticed
that a dealer in petroleum
bitumen M/s.Manglore Refinery
& Petro Chemicals {P} Lid.
assessed output  tax  on
petroteum  bitumen valued at
Rs.2.69 crore for the years 05-
06 and 06-07 at 4% instead of
at the correct rate of 12.5%.
This resulted in short levy of
tax and interest of Rs.31.45

lakh.
{a}) ; Dees the Department agree )
with the facts and figures No
| mcluded in the paragraph? |
| If niot, Please indicate areas | As per Finance Act 2010, .tate of
(b} | of disagreement and also tax of petroleum bitumen has
attach copies of relevant been reduced to 4% with

documents in support retrospective effect from 1.4.05

- as per the note inserted
(Finance Act 2010) in serial
No.15A below the entries
against it in column (2) & (3) in
the 3@ schedule and the audit
is not sustainable.

R
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T

Does the Department agrec
with the Audit conclusions?

(b)

If not, pleasc indicate

specific areas of
disagreement with reasons
for disagreement and also

| attach copies of relevant

documents where necessary
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Remedizal actidn taken
1 The & servatons are seems 1o be correct 1115
Improvement in system | thus case at the rime of audit. Henee in the light of |
(a) and procedures, auclit findings the assessing authority revised the i
including internal lassessments in question on 19.10.09 and short |
controls, levy demanded. i

As per Finance act 2010, rate of tax of petroleum
bitumen has been reduced to 4% with retrospective
effect (rom, }.4.05 as per the note inserted (Finance
P act 2010 in seriul No.15A below the entrics against
'it in column (2) & (3) in the 3¢ schedule and the
audit is nof sustaunable.

(b} Recovery of
averpayment pointed -
out by audit

Recovery of under
(c) 1 assessment, short levy --
or other dues

Modification in the
(d} schemes and programmes -
including financing
pattern H .

fe) Review of similar

cagesfcomplete

scheme/project in the

Light of findings of sample -

- check by Audit findings of ' i
sample check by Audit H

-

un
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Action taken Notes on C& AG’s Reports

|

areas of disagreement with
réasons for disagreeinent and
also attach copies of relevant
‘documents where TECeRsary

I {a) | Department COMMERCIAL TAXES
(b} [ Subject/Title of the Review Application of incorrect rate of
Paragraph TaX.
(c} | Paragraph No. [2.12.7.1(6)
(d) | Report No. and Year - Cé AG report ended 31.3.2010
n (a) | Date of receipt of the Draft .
| Pera/Review in the Department J-i-ip
‘ {b) | Date of Department’s Reply | 11.10.10
I In the office of the AIT & CTQ,
Gist of Paragraph/Review Alapuzba during the years 2005-
06 and 2006-07 on audit found
that a manufacturer and dealer in
cotton tape exempted a sales
turnover of cottan tape for
Rs.97.87 lakh ireating the
commodity as textile fabrics. This |”
-j resulted in short remittance of out
put tax to the tume of Rs.12.23
lakh.
v {a} | Does the Department agree
with the facts and figures No
included in the paragraph?
If not, Please indicate areas | The goods sold by the dealer are
{b) | of disagreement and also cotton tapes coming under entry
attach copies of relevant 51 of the 1% schedule to KVAT Act
documents in support 2003. -
V. {a] | Does the Department agree
with the Audit conclusions?
(b) | If not, please indicate specific

39572016,
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Remedial action taken

(g}

imprevement in system
and procedures,
inchiding internal
controls.

In the light of audit assessment have been
comnpleted under section 25 considering the
observation of Accountant General as per which
total tax with interest due for the years 2005-06
and 2006-07 were Rs.8,79,180.50 and Rs.8,14,850

respectively and demand notice were issued.|

Aggrieved by this order the dealer went in appeal
before the Deputy Commissioner (Appeals), Kollam.
The Deputy Commissioner (Appeal) as per order
No.KVATA 281709 dated 14,12.2009 and XVATA
282/09 dated 14.12.2009 has set-aside the assess-
ment order for-the year 2005-06 and 2006-07 and
directed the assessing authority to complete the |
assessment afresh according to law, with direction
to verify the relevant purchase bills inorder to
ascertain whether the goods purchased and sold
were handloom fabric of cotton tape and whether it
will come under 81.No.51 of the 19t schedule to the
KVAT Act: The assessing authority examined the
entire purchase bills and a specimen of cotton
tape. On scrutiny of the bills and specimen it is
ascertained that cotton tape which are coming
under entry 51 of the 1% schedule purchase and
mistakenly the turnover was reported as handloem
cloth. The purchase and sold items are duly cotton
tape coming under entry 51 of the 12 scheduie.

The assessing authority therefore has completed |-
the assessment afresh. As per the fresh assessment
there is a demand of Re.1067/- for the year 05-06.
No demarid is outstanding against the assessee for
the year 06-07. The assessee has remitted the
amount of Rs.1067/- as per chalan no.647 dated
8.2.2011 for the year 2005-06.

I

Recovery of )
overpayment pointed
out by audit ’

Recovery of under
asscssment, short levy
or other dues
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{ Modification in the i
td} | schemes and -
programmes including
financing patiern

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

findings of sample

check by Audit

395/2016.
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! . )
Action taken Notes on C& AG's Reports

{a) | Department COMMERCIAL TAXES
-1 (b} | Subject/Title of the Review Short levy due to application of
Paragraph incorrect rate of tax.
{c) | Paragraph No. 2.12.7.1(8)
{d) | Report No. and Year C8 AG report ended 31.3.2010 |
1 (a} | Date of receipt of the Draft
Para/Review in the Department Gog-iv
{b) j Date of Department’s Reply 18.6.10
- During scrutiny of records in CTQ,
Gist of Paragraph/Review Qud Circle, Trivandrum in
February 2009, it was noticed that
a dealer M/sThampuran Enter-
prises assessed outpul 1ax on the
sales turnover of branded soft
drinks valued at Rs.75.10 {akh for
the peried from 1.7.06 10 31.3.07
at the rate of 12.5% instead of at
the cortect rate of 20%. This !
resulted in short levy of tax and
interest of Rs.6.87 lakh.
v {a) | Does the Department agree
with the facts and figures No
| inchuded in the paragraph?
If not, Piease indicate areas As per sec.b(l} (a] aerated
(b) |of disagreqmcnt_ and also branded soft drinks having HSN
| attach copiés of relevant 2202.10 alone was taxable @ 20%.
documents in support But, the commodity sold by the
assessee being fresh fruit juice
was. taxable @ 12.5% falling under
entry No.71 (4] of SRO B2/06 as
stood then with HSN 2202.90.20.
v (a) | Does the Departiment agree -
with the Audit conclusions?
(b) | i not, please indicate specific

areas of disagresment with -
reasons for disagreement and
also attach copies of relevant
documents where necessary
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Remedial action taken

(a)

Improvement in system
and procedures,
including internal
controls,

In the light of the audit objection the assessing
authority issued notice proposing to revise the self
assecssment made, as to assess the turnover at
20%; but the assessec did not respond to the
proposal. The assessing authority therefore revised
the assessment for the year exparte assessing the
furnover @ 20%. Against the revised order the
dealer filed appeal‘ and in appeal the appellate
authority remanded the assessment for fresh
disposal after ascertaining the commodity dealt|

| with by the dealer vide his order No.KVATA 347 /09
{did 9.3.10. Accordingly the assessing authority

verified the purchase invoices produced by the
dealer and convinced that what was purchased was
fresh fruit juice and not branded aerated soft
drinks. The entire purchases of fruit juice was from

‘Maa Fruits India (P} Ltd. and they had charged VAT

at 12.5% only being fruit juice. Further it has been

' specifically mentioned in the label of the product as

“Maa Mango Fresh fruits Juice” and the.ingredients’
are water. Mango, pulp, sugar etc. From this, it is
very clear that it is nothing but fresh fruit juice and
not aerated soft drinks. As per sec.6(1) (a) aerated
branded soft drinks having HSN 2202.10 alone was
taxable @ 20%. But, the commodity suld by the
assessee being fresh’ fruit juice was taxable @

.12,5% failing under entry No.71 {4} of SRO 82/06
as stood then with HSN 2202.90.20. Therefore, the

self assessment made by the dealer was in order.

(0)

Recovery of
overpayment pointed
out by audit

{€)

-1 Recovery of under

assessment, short levy
or other dues
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@

- Modification in the

schemes and

- programmes including

financing pattern

{e)

-Review of similar

cases/complete

‘| scheme/ project in the

light of findings of
sample check by Audit
findings of sample
check by Audit

a

e
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Action taken Notes on Cis AG's Reports

@

Department COMMERCIAL TAXES
(b) | Subject/Title of the Review Short levy due to application of
Paragraph = incorrect rate of tax.
(c) | Paragraph No. 2.12.7.1{9)
(d) | Report No. and Year C& AG report ended 31.3.2010
u {a) | Date of receipt of the Draft
Para/Review in the Department | 29- -t
(b) | Date of Department’s Reply | 17.5.10 :
I , ‘ In Commercial Tax Office, Firast
Gist of Paragraph / Review Circle, Kannur during the years
. 2005-06, 2006-07 and 2007-08
Sri.T.Arunkumar, Solar
Associates, Kannur a dealer in
epoxy powder self assessed
output tax on a sales turnover
of epaxy powder for Rs.76.67
lakh at the rate of 4% instead of
at 12.5%. This resulted in short
levy of output -tax of Rs.6.52
lakh.
IV | (a) { Does the Department agree o .
with the facts and figures No
included in the paragraph?
If not, Please indicate areas | Epoxy Powder will come under
| (b} | of disagreement -and also HSN- Code 3907, since the

attach copies of relevant
documents in support

expression “Primary Forms”
applies to powder also. Hence
it is clear that the commuodity,
epoxy powder is an item coming
urnrder item No.118(7)II
schedule—-List A — Industrial
imput and packing materials,
classified under sl.no.66 of I
schedule taxable @4%.
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(a} | Does the Department agree
| with the Audit conclusions?
{b) | If not, please indicate

specific areas of '

disagreement with reasons
fof disagreement and alse |
attach copies of relevant

decuments where necessary
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Remedizl action taken ’

(=)

linprovement in system
and procedures,
including internal
controls.

Accountant General in the audit observed that

epoxy powder is used as a paint for protective .
coating,. It is not classified in any of the schedule to
Act or in the notified list of goods under SRO

82/06. Hence the item rightly come under 103 and

is taxable @) 12.5% is totally incorrect.

.As per the Rules of interpretation of commoditics

under KVAT Act it was stated that commuodities in
the schedile are allotted with code No. developed
by the international customs organization i.e. HSN
Code developed by the Customs Tariff Act and
those commodities which are given with HS8N Code
No. should be given the same meaning as given in
Customs Tariff Act. , '
As per the above Rule the commodity - Epoxy
powder is classified ynder items No.118(7] of the
third schedule list A — Industrial Input and packing
material under HSN Code No.3907 which inchides
the item - Polyacetals, other polyethers, . and
cpoxide resiris in primary forms etc. As per
Chapter 39 of the Customs Tariff Act, in heading
3901 to 3914 the expression of . pnmary forms
applies only in the {ollowing forms.

a) Liquid and Pastes including dispersion

{emulsion and suspension) and solution’
b) Block of irregular shapes, humps, powder
{including moulding powder), granules.........

So Epoxy Powder will come under HSN Code 3907,
since the expression “Primary Forms® applies .to
powder also. Hence it is clear that the commodity,
epoxy powder is- an item coming under item
No.118(7jIll schedule—List A - Industrial input and
packing ‘materials, classified under sl.no.66 of I |
schédule taxable @4%. Therefore the observation
of Accountant General {Audit) that Epoxy powder is

© 395/2016.

not classified in any of the schedule is incorrect.
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-

{b)-

Recovery of
overpayment pointed

| out by audit

te)

Recevery of under
assessment, short levy
or other dues

(d)

Modification in the
schemes and
programmes including
financing pattern

(e}

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

Ve
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\ tf
Action taken Notes on C& AG's Reports

I (@) | Department ‘ COMMERCIAL TAXES

Subject/Title of the Review | Application of incorrect rate of

{b) | Paragraph tax. -

{c}) | Paragraph No. 2.12.7.1(11)

{d) | Report No. and Year C& AG report ended 31.3.2010
I {a) | Date of receipt of the Draft

Para/Review in the Department | <2~ 2-'t
. {b) | Date of Department’s Reply -
311 ‘ In the office of the Commercial Tax
Gist of Paragraph/Review Cfficer, 1w . Circle, Changan-
assery, it was noticed that a dealer
assessed output tax on the sales
turnover of mansion polishf‘
harpic, lizol, - shoe polish -an
brasso valued at Rs.51,97 lakh for
the years 2005-06 and 2006-07 at-
the rate of four per cent instead af
at the correct rate of 12.5 percent.
This resulted in short levy of tax
and interest of Rs.5.81 lakh. -

w {a) | Does the Department agree
with the facts and figures Yes
included in the paragraph?

if not, Please indicate areas of
{b) | disagreement and also attach
copies of relevant dotuments in
support -
v {a) { Does the Department agree

. | with the Audit conciusions? )
(b} | if not, please indicate specific '
areas of disagreement with
reasons for disagreement and
also attach copies of relevant
documents where necessary
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Remedisl action taken

VI
M/s:M.G.M.Agencies is a distributor for Reckitt
Improvement i[.l‘SYS[em Benkiser Products. On verification of the books of
) and procedures accounts of L‘k_le above dFaler fqr t.l_1e years 2005-06 and
. A - ' 2006-07, the itern mansion polish is already assessed to
including internal tax @ 12.5% for. the year 2003-06 and 2006-07. The
controls. VAT Act was implemented from the year 2005-06, Due:|
’ .10 upawareness, the dealer had shown all commodities
in single entry @ 12.5%. The Supplier Co. M/s.Reckitt |
Blenkiser remitted an amount of Rs.2,16,099.12 and
.| R8.2,49,720.75 by cheque for the year 2005-06 and
2006-07 respectively being the differential rate of tax @
8.5% with the assessing authority. The dealer M/s.
MGM Agencies filed revised annual return and adjusted
an amount of Rs.11,237.15 as VAT for 2005-06 against
input tax claim. The Commercial Tax Officer,
Changanassery has verified the copy of 8A bills and the
invoice and statements filed by the Supplier Co.
regarding payment of differential rate of tax. There is,
therefore, no short levy of tax as per section 11(5)2 of
. . the KVAT Act.
{b} * '} Recovery of overpayment
pointed cut by audit --
Recovery of under
{¢) - | assessment, short levy or - ,
. | other dues
Modification in the -
(d) schemes and programmes -
- including financing
pattern
() Review of similar
cases /complete
scheme /project in the
light of findings of sample -
check by Audit findings of
sample check by Audit . N

(3]



205

.

Action taken Notes on

C& A@g__l%ﬁm’_r.ts

{a} Department | COMMERCIAL TAXES
{b) | Subject/Title of the Review Short levy due to application of
' Paragraph incorrect rate of tax.
{c} | Paragraph No. 2.12.7.1{13)
(d) | Report No. and Year C& AG report ended 31.3.2010
1 {a) | Date of receipt of the Draft Co-
Para/Review in the Department £-4-tp
{b) | Date of Department's Reply [ 18.6.10
atl : In Commercial Tax Office,
Gist of Paragraph/Review Second Circle, Trivandrum in
February 2009, it was noticed
that & déaler M/s.A.B.Agencies
- assessed output tax on the
sales turnover of biscuits sold.
under a brand name valaed at
Rs.19.08 lakh for the year
2005-06 and Rg.34.83 lakh for
the year 06-07 at 4% instead of
at the correct rate of 12.5%.
This resulted in short,levy of
tax and interest of Rs.5.34|
: lakh.
|+ (a} | Does the Department agree
with the facts and figures Partially sustainable.
included in the paragraph?
[ not, Please indicate areas | In the light of order No.KVATA
.| (b | of disagreement and also 1237/09 and 238/09 dt3.1.10 '
attach copies of relevant of  Deputy Commigsioner
documents in support {Appeals), Trivandrum  the
o assessing authority verified the
purchase and sale invoices and
found that most of the items
comes under 4% rate of tax.
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(&

Does the Department agree
with the Audit conclusions?

!

(b

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

|| documents where necessary
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check by Audit findings of

sample check by Audit

V] Remedial action taf:ep/ :
s . | Based on the audit observation the assessing authority
Improvement in system | revised the assessments for the years 2005-06 and 06-
(a) and procedures, 07. Against the revised assessment orders the dealer
inchuding internal preferred appeal and in appeal the appeliate authority
controls, as per order di.3.1.10 remanded the revised assessment
for fresh disposal after venfying purchase. and sale
invoices of the dealer. Accordmg}y the assessing
authority verified the acchunts. of the dealer with
reference 1o the purchase and sale invoices- and found
that the dealer had purchase and saies of unbranded
canfectionery, agarbathy and pickics also and modified
the assessments for the years 2005-06 and 2006-07
with a tax and_ interest balance of Re.2499/- for the
year 2005-06 and Rs.30593/- for the year 2006-07 and
collected vide chalan Nos.1101 dt. 22.5.10 and 1110
dt.22.5.10. -]
{b} Recovery of -
overpayment pointed -
out by audit
.| Recovery of under
{c) |asosessment, short levy or -
other dués
Modification in the
(d) {schemes and programmes --
including financing
pattern
(e) | Review of similar
cases/complete
scheime /project in the
light of findings of sample -
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.

Action taken Notes on C& AG'S Regorts-'

(a) | Department- COMMERCIAL TAXES
{b) | Subject/Titie of the Review Short levy due to application of
Paragraph .incorrect rate of tax. .
{c} | Paragraph No. 2.12.7.1(14)
{d) | Report No. and Year C& AG report ended 31.3.2010
n (a) | Date of receipt of the Draft '
. Para/Review in the Department S-L-Tt
. {b) | Date of Department’s Reply 1 16.10.10
it . ) In Commercial Tax Office, Neyyatt-
: Gist of Paragraph/Review inkara  Sri.V.J.Simon * claimed
irregular exemption on the sales
turnover of expeller variety of oil
calee, amounting Rs.974331 i/- for
the year 2005-06 and 2006-07
and the assessing authority
allowed the claim and resulted in
short levy of tax and interest of
: : Rs.484878/-.
v {a) | Does the Department agree :
with the facts and figures - Yes
included in the paragraph?
If not, Please indicate areas
{b) | of disagreement and also
-attach copies of relevant
. }documents in support
v (a) | Does the Department agree -
with the Audit conclusions?
{b) [ If not, please indicate specific

areas of disagreement with

reasons for disagreement and

also attach copies of relevant
documents where necessary

e
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Remedial action taken

f— !
L
(a)

Improvement in syatem
and procedures,
including internal
controls.

The assessments for the years were completed u/s
25 of the KVAT on 1.4.09.
2005-06 : Taxable turnover Rs.3224565
" Tax due Rs. 128983
(with interest of Rs.47724/-)
2006-07 : Taxable turnover - Rs.4281995
Tax due Rs. 171280
_ (with intereat of Rs.42820/-)
The entire amount is remitted.

(b)

Recovery of
overpayment pointed
out by audit

)

Recovery of under
assessment, short levy
or other dues

{d}.

- | Modification in the

schemes and
programmes including
financing pattern

@

Review of similar

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

395/2016.

check by Audit
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Action taken Notes on C& AG's Reports

(a) | Department COMMERCIAL TAXES
(b) | Subject/Title of the Review Short levy due to application of |
Paragraph incorrect rate of tax. :
{c) | Paragraph No. 2.12.7.1(16)
: (d) | Report No. and Year C& AG report ended 31.3.2010
11 {a) | Date of receipt of the Draft
Para/Review in the Department fgo-ie ]
~ ['{b) | Date of Department’s Reply [13.6.10 ° |
1 : In Commercial Tax Office, 3%
Gist of Paragraph/Review - | Circle, Kannur, during the year
2005-06 M/s.Kansa Traders a
dealer in paint and oxides self
assessed output tax on a sales
wrnover of oxides for Rs.33.93
lakh at the rate of 4% instead of
lat 12.5%. This resulted in
short levy of* output and
interest of Rs.3.98 lakh.
Y (d) | Does the Department agree
with the facts and figures No
inciuded in the paragraph? ]
I not, Please indicate areas | Government have decided to
{b) | of disagreemnent and also reduce the rate of tax of these

attach copies of relevant
documents in support

commaodities to 4% with effects
from 1.4.05 by malking amend-
ments in the 3¢ schedule to
KVAT Act 2003 by Netification
G.0.{P} No.26/09/TD dated
2.2.10 and published as SRO
No¢.122/2010 (Kerala Gazette
extraordinary dtd 5.2.2010)

.
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(e}

Does the Department agree
with the Audit conclusions?

{b)

If not, please indicate

specific areas of
disagreement with reasons
for disagreement and also
attach copies of relevant
documents where necessary |




212

Remedial action taken

(@)

Improvement in system
and procedures,
including internal
controls. '

Rea oxides and black oxides are nothing but
pigmem of iron oxides and therefore would fall
under HSN 2821-10-10 and is covered under serial

no.82(1) of the 3% schedule. Government have also.
notified a list of goods coming under 12.5% |

category as per SRO 82/06. However the
commodities in guestion ic. Red oxides and black
oxides are not covered by any specific entry under
the above list of goods. Therefore the determination
i rate of tax of Red Oxides and black oxides or
yellow oxide had resutted in numerous disputes. To
setle those disputes Government have decided 1o

1 reduce the rate of tax of these commodities w0 4%

with effect from 1.4.05 by making amendments in
the 37 schedule to KVAT Act 2003 by Notification
G.0.{P) No.26/09/TD dated 2.2.10 and published
as SRO No.122/2010 {Kerala Gazette extraordinary
dtd 5.2.2010).

As per the above SRO.Iron Oxide including Iron
oxide pigments of all colour shades, commonly
called Red oxide, black oxide, yellow oxide etc. are
taxable @ 4% with effect from 1.4.2005.

(b)

Recovery of
overpayment pointed
cut by audit

()

Recovery of under
assessntent, short levy
or other dues

()

Medification in the
schemes and
programmes including
j financing pattern

~n
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(e)

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

check by Audit
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Action taken' Notes on Clk AG's Reports

Department -

(a) | COMMERCIAL TAXES
1
{b) | Subject/Title of the Review | Short levy due to application of
Paragraph incorrect rate of tax.
(¢) | Paragraph No. 2.12.7.1{20)
(d) | Report No. and Year C& AG report ended 31.3.2010 |
I {a) | Date of receipt of the Draft
Para/Review in the Department b-k-tU
_(b) { Date of Department’s Reply | 26.6.10
m : : In Commercial Tax Officer, First
Gist of Paragraph/Review Circle, Trivandrum M/s.Setron
' Electronics (P) Ltd., assessed
output tax @ 4% in the sales
turmover of speaker as against
| the correct rate of 12.5%. As
per the self assessment made
for the year 05-06 the dealer
had conceded.output tax @4%
on the sales turnover of speaker
Rs.29.31 lakh resulting in short
levy of tax and interest
- , Rs.3.31 lakh.
1V - [ {a} | Does the Department agree
with the facts and figures Yes
included in the paragraph?
If not, Please indicate areas of
(k) | disagreement and also attach
. | copies of relevant documents in
"| support
v fa) | Does the Department agree -
: - with the Audit conclusions?
{b) | If not, please indicaté specific

| areas of disagreement with

reasons for disagreement and
also attach copies of relevant

documents where nécessary

e
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check by Audit findings of

VI Remed:al action taken
: . The assesement uf the dealer ‘for r.he period of |
Improvement in system | 2005-06 was completed under section 25 of KVAT |-
@) - | and procedures, -Act, 2003 demanding tax and interest of Rs.302984 ‘
including internal out of which dealer has paid Rs.125000/-. " After
controls. | adjusting the excess paid for previous years for
' E Rs.123244 /- the balance amount works out to
Rs.5740/- which was paid vide chalan No.71 dtd. '
gt N 25.10,11 and no amount is outstanding.
(b} | Recoveryof. - :
. overpayment pointed --
out by audit
‘Recovery of under
€1’ asgessment, shart levy or” -
other dues )
| Modification in the
(d) | schemes and programmes -
including fnancing
‘patern )
(e) | Review-of similar
- casés/complete
scheme /project in-the
light of findings of sample

{ sample check by Audit
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Action taken Notes on C& AG’s Reports E

| areas of disagreement with

reasons for disagreement and -
also attach copies of relevant
documents where necessary |

{a) ! Department COMMERCIAL TAXES
(b} [ Subject/Title of the Review  Application of incorrect rate of
Paragraph Grax. -
(¢) | Paragraph No. 2.12.7.1{22}
'{d) | Report No. and Year Cl AG report ended 31.3.2010
L {a), | Date of receipt of the Draft
. Para/Review'in the Department do- z.-lo
(b} | Date of Department's Reply |84.10 ° .
51 . In Commercial Tax Office, First'}
' Gist of Paragraph/Review Circle, © Thiravananthapuram
‘ ) M/s.Hitech Solutions .a dealer
{assessed the cntire sales
{turnover of . spare  ard
_| agcessories of, refrigerators for
Rs.42,87,876/- at the rate. of
12.5% instead at 20% w.e.l.
1.7.06. This resulted in a short
paymeént of tax and interest of
~ ‘ I Rs.2.93 lakh. .
) {a} | Does the Department agree’
| with the facts and figures Yes
included in the paragraph?
-+If not, Please indicate areas of
:(b) { disagreement and also attach
copies of relevant documents in |
support .
v (a) | Does the Department agree -
] with the Audit conclusions?
(b) | If not, please indicate specific’ -
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s
Remedial action taken -

LWL
! N As the audit objection was in order, the assessment of
Improvement irr system | the dealer for the year 2006-07 was re-opened and
(a) and procedures, completed assessment u/s 25 of the KVAT Act on
including lntcrnal 14.5.09, levying tax @ 20%. Balance tax due
controls. Rs.377639/- and interest Rs. 94410/ - was demanded.
The asscssee has remitied the entire amount as under: |
‘| Rs.80,000/- chalan No.1742 dated 24.8.09. .
Rs.80,000/- chalan No.391 dated 10.9.09.
Rs:80,000/- chalan No.777 dated 24.9.09.°
i Rs.80,800/- chalan No.275 dated 23.10.09.
Rs.80,000/- chalan No:906 dated 26.11.09. -
Re.83,649/- chalan No.995 dated 7.1.10.°
. . | Ra.4,83,649/- s .
{b) | Recovery of . .
| overpayment pointed -
out by audit
Recovery of under
{c) |assesament, short lcvy or --
" | other dues
. | Modification in the
{d) schemes and programmes, -
inchuding financing
pattesn
e Revicw of similar
casecs,/complete
schcme/project in the
light of findings of sample -
' cherle by Audit indings of .
sample check by Audit "

395/2016,

Gowl =
Thiruvan?

Lo BILL Al

varial
am.h«!P‘-!“m*

[EPTE RS
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.Action taken Notes on C& AG's Reports

I {a) | Department COMMERCIAL TAXES
(b) | Subject/Title of the Review Short levy of output tax.
Paragraph ' . : o
(c) | Paragraph No. 2.12.9(1) - - -
{d} | Report No. and Year Cl AG report ended 31.3.2010
1I- {a) | Date of receipt of the Draft i ‘
| Para/Review in the A -t
Department
{b} | Date of Department’s Reply | :
m Tl R i In the Commercial Tax, Special
Gist of Paragraph/Review Circle-1, Ernakulam, during the
scrutiny of .records it was
noticed that M/s Voltas Limited
a dealer in air conditioners,
stabilizers, forklift spares crc.
' availed input tax credit of
Rs.32.97 lakh on purchase for
the year 2006-07 valued at
Rs.3.97 ‘crores. However ag per
‘ certified accounts, the dealer
had effected purchases valued
at Rs.15.06 lakh only from VAT
dealers. Inspit¢ of this .no
action was taken 1o revise the
- return, disallow the excess.
input tax credit and realize the
differential tax which resulted
in short leyy of tax, interest and |
: : ] penial interest of Rs.53.61 lakh. -
v Does the Department agree ’

@

with the facts and figures

No

included in the paragraph?

~

s
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R | [iTnot, Piease indicate area’s - | There was no provision in the
B jof disagreement and alse | ’ Form - 13a statement  of
attach copies of relevant | accounts to.report the purchase
documents in support | corresponding to the exectition
. of  Works Contract. The
asscssee  had  reported the
actual local purchase including’
the purchase corresponding to-
the  execution of Works-
"Contract as well as the goods
purchased for trading. Separate
accounts were maintained by
{ them for the execution of works
contract. Hence there is no
{. irregularity seen in this case.
(@) | Does the Department agree | . ‘
_ with the Audit conclusions?
(b} [ If not, pleage indicate
' specific areas of
disagreement with reasons .
for disagreement and also
attach copies of relevant

documents where necessary
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Remedial action taken

(&)

Imprevement in aysr.cm
and procedures,
including mtcma.l
controls,

I The books of ‘accounts for the year 2006-07 were
callegd for and verified by the assessing authority|
with respect to the annual return and Form 13A

statement of accounts. The reported local purchase
as per the annual -return was the total local
purchase meant for sale as well as for execuung
works contract. ‘The local purchase declared in
Form' 13A statenfent of accounts was the poods
meant for wading only: :

The local purchase of goods corrcspmd-ing to the

execution-of works contfact was not included in the |-
| declared local purchases as per the Form 13A since

the stipulated column in Form 13A was for trading
resulis only.

the local ‘purchases meant for execution of works
contract that part of the ‘purchase effected for
execution of werks contract was excluded  from
reparting under. the head of Part 1II,
result”. This doesn't mean that the assessee had

't availed excess input tax by ﬁlmg the monthly and

annual refurns.

) There was no prov:smn in the Form 13A statement

of accounts to report the purchase corresponding
o the execution of Works Contract. The assessee
had ‘reported the actual local purchase including
the purchase corresponding to the execution of
Warks Contract as well as thé goods.purchased for

trading. ‘Separate accounts ‘were maintained by

them for the execution of works contract. Hence
there is no irregularity seen in this case.

in the absence of a. separatel],
column/provision in the Form 13A for declaring

“Trading’

{b)

Recovery of

overpayment pointed .

out by audit ~

{c)

Recovery of Under

assessment, short levy -

or other dues

..

{w=

-
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Modification in the .

{(d) .|schemes and . -
programmes including |

financing pattern

1{e} | Review of similar
cases/-cemp]cte -
scheme/project.in the
light &f findings of- -
sample check by Audit '
findings of sample’
check by Audit
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Action taken Notes ﬁn Cé& AG's Reports

{a) | Department

COMMERCIAL TAXES

(b

Sukject/Title of the Review
Paragraph

Short levy due to incorrect
allowance of discount.

(c) | Paragraph No.

2.12.10.1(b)

{d) | Report No. and Year

u

{a) | Date of receipt of the Drait
.Para/Review in the Department

Cé& AQ report ended 31.3.2010
bt 1

(b) | Date of Department’s Reply

m In Commercial Tax Office,
Gist of Paragraph/Review Special Circle-i, -Ernakulam,
during scrutiny -of assessment
records it was noticed that a
dealer in motor vehicle who
coliected tax on the entire
invoice price for the years 2005-
f 06 and - 2006-07 and
subsequently allowed discount
through credit notes excluded |
the discount f{rom taxable
turnover which resulted is short
_ levy of tax of Rs.39.66 lakh.
v {a) | Does the Department agree
* | with the facts and figures - Yes
inctuded in the paragraph? )
1f not, Please indicate arcas of
(b disagreement and also attach
copies of relevant documents in
1 support '
v (a) | Does the Department agree

with the Audit conclusions?

| (b} | If not, please indicate specific

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

aL



.
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Vi Remedizl action taken
) . M/s.Ashok Leyland is an assessec on the ralls of
Improvement in system | Asst.Commissioner, Special Circle-l, Erhakulam
(a) and procedures, " | bearing TIN No.32070200174, The final

including internat

controls.

assessment of M/s.Ashok Leyland Ltd. for the year

2005-06 had already been completed vide orderi

dated 30.6.2007 of the Asst. Commissioner (AA},
Emakulam and thereafter they filed appeal before
the Deputy Commissioner (Appeals), Ernakulam.
They remitted Rs.22,00,000/- and the balance is
under stay.

For the year 2006-07, the Asst. Commissioner,

Special Circle-I, Ernakulam has issued notice u/s |-

25 of KVAT Act.

M/s.Ashok Leyland disclosed the following trade
results for the year 2006-07,

Total turnover : Rs.2.06,96,23,824
Exempted tiu'noverA % Rs. 15,66,25,687
Taxable turnover : Rs,1,91,31,98,138
Output tax due : Rs. 23,80,33,672

A subsequent scrutiny of the records revealed that,
the exempted twrnover related to trade discount
allowed to the retail dealers for trade promotion
‘and target achievements, interstaie sales turnover
and interstate branch transfers.. Out of the
exempted turnover, Rs.3,56,76,910/- for the year
2006-07, relates to trade discount allowed to the
retailers for rade promotion.

A notice has been issued on the assessee on the
above and they filed a detailed reply that they are

jnot liable to pay tax on discount received citing

various cases. The verification of the relevant

" | documents produced revealed that the discounts

were allowed subsequent on the issuance of sale
invoices and they are taxable. Orders has been
issued accordingly and the dealer remitted. the
balance tax due as shown below.
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Total tax demand ""Rs.31,05,337

Interest . : Rs. 3,97,386
Total : Rs.25,02,623

Amournt remitted vide cheque No. : Rs.18,33,561

H 002331/16.9.10

| Excess carried forward from 04-05 : Rs. 6,69,062

Balarnice tp be paid : NIL

(k)

Recovery of
overpayment pointed
out by audit

{c)

Recovery of under
assessment, short levy
or other dues

@ -
-| programmes including

Mcdification in the
schemes and

financing pattern

{)

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

| check by Audit .

Lo At
- i

-

e

]
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Action taken Notes on C& AG's Reporte

1
1 {a) | Department COMMERCIAL TAXES |
(b) | Bubject/Tiile of the Review Short levy due to incorrect
Paragraph computation.
{c) | Paragraph No. R RN -
(d} | Report No, and Year C8 AG report ended 31.3.2010
1 {a) { Date of receipt of the Diraft o,
: Para/Review in the Department | 7 % 71©
(b} | Date of Department’s Reply | 11.10.10
It ) In Commercial Tax Office, Special
| Gist of Paragraph/Review Circle-Il,  Ernakalam,  during
scrutiny of assessment records of
M/s.Appollo Tyres Lid. for the year
2007-08 it was noticed that, the
assessee incorrectly computed the
| tax cligible for set off as Rs.43.33 ;
! crore instead of Rs42.98 crore. |
! The return was not rejecied by the
I ! assessing authority which resulted
‘ in short fevy of tax and interest of
Rs.41.65 lakh.
v (a} } Does the Deparunent agree :
: with the facts and figures No
j included in the paragraph?
If not, Please indicate areas | The assessee has filed revised
{b) | of disagreement and also annual return on 31.12.2008.
attach copies of relevant There is no excess Ippm .tax
documents in support claimed by the dealer during 07-08
i as per revised annuval remarn.
v "{a} | Does the Department agree
i ‘ with the Audit conglusions?
I (b) | If not, please mdicate specific

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

395720106,
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Remedial action taken

___.___“_____‘_____r.__
E

linprovement in system |
and procedures,
including internal

controls,

E The asscssee has filed revised annual retum on ‘t

131.12.2008.
| assessee has availed input tax set off against CST for |
:Rs 12,81,64,.970/-. The CST paid. during 07-08 is |
| K8.94.19,914/- totaling Rs.13,75,84,880/-, which is the |
CET due for fhe year 2007-08. in the original .«mnua.l‘
rewurn, full amount of CST set off has not been availed I
by the assessee. The input tax ser off availed agan:st|
CST as per original annual return is Rs.10,94,32,700/-.
{ There is ne excess IPT claim by the dealer durm;, 2007- f
| 08 as per revised annual rerum.

|
The input tax and ont put tax worked out as per annual ;
return is as under: ‘
Tax due i
Qut put tax due : Rs. 63997378
. Rs.24049530¢

: Rs.305992687

Reverse tax
Total
Tax at credit:

Excess IPT credit brought forward from

Previous return peniod ' : Rs. 2378917
| TPT paid : Rs.426635300
Special rebate . Rs. 745693
IFT on capital goods : Rs, 624
IPT on Cre'i.it note : Bs, 50848

Total : Rs. 429811382
¢ Rs. 127317978
: Rs. 123818693

3499283

Net tex creditable as returned
Actual net tax creditable
Excess tax credit : Rs,

{b)

Recovery of
overpayment pointed
out by andit

"As per the revised annual return the |

V—



Recovery of under
assessment, short levy
or other dues

T, B R T
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Modification in the
achemes and
progranmumes including
financing pattern

Review of simifar
cases/complete
scheme/ project in the

"] light of findings of

samnple check by Audir
findings of sample
check by Audit




228

Action taken Notes on Cé AG's Reporis

i

(&) : Department

COMMERCIAL TAXES

(b) { Subject/Title of the Kewiew | Short levy due to incorrect
Paragraph exemption. )
{c] | Paragraph No. 2220
{d) | Report No. and Year Ct AG report ended 31.3.2010
I {a) |'Date of receipt of the Dratt P l
Para/Review in the Deparument | 2.5 —< — "o
(b} | Date of Department’s Reply | 24.6.11 i
i} . In  the office of the|
Gist of Paragraph /Review i Asst.Comumissioner, Special !

Circle-}l, Ernakulam, during'’
the’ serutiny of assessment
records it was noticed that the |
assessee claimed sale of ships:

las export sales. As per thc‘

terms and conditions  the .
ships/vessels are delivered at
the yard at Cochin and the title,
risk, ownership -ewc over the
vessel were transferred to the |
buyer and the buyer La.kesl
possession of the  vessel
immediately upon  delivery.
Hence the sale falls within the
definition of sale under KVAT
Act. Since none of the
conditions stipulated in the
CST Act 1956 is fulfilled in the
transaction, the exemption
amounting to Rs.1148.09 crore
for the period from 05-06 1o 08-
09 given is net in  order
resulting in short levy of tax:
and interest of Rs.54.70 crore.

I
i
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Ir!\r' - T (a) | Does the Departmen free i
X " wiath the facts ard Ligures i No
included in the paregraps? i
If not, Please indicate areas ' The sales of the vessels occasioned i
{b) | of disagreement and also, t the export and is teemed to have
attach copies of relevan: {taken place in the course of
i i documents in support export, Such sales are not liable to
1 1 sales tax either under KVAT Act or
! under ST Act. Further, by virtue
| .1 of the provisions of section 5{1j of
Tihe CBT Aet, the sale which
! | uccasioned an export of the goods
; I cutside the territory of India is
! deemed to be a sale, which takes
place in the course of export of
I i goods out of territory of india. The
! ! sates effected by the Cochin
Shipyard Ltd. to the foreign buyers
h are clearly sales in the course of
i i export and hence beyond the
! purview of taxation under KVAT
i Act 2003,
\Y {a) | Does the Department agree --
with the Audit conclusions? ;
! {b) | If not, please indicate specific !
i areas of disagreement with i
| reasons for disagreement and
also attach copies of relevant
documents where necesshi y
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Remedial action taken

Y

Improvement 1n systern
and procedures,
including internal
controls.

I/ 5. Coctun Shipyard T1d has enteved into agreement
| it {ureign buyers for construction and debvery of
platforsn  supply vessels. Pursuant to the contract
signed, the shipyerd has constructed and delivered
vesseis (o the foreign buyers. The entire consideration
has been received by the assessee in foreign currency.
PThe majos portion of the materials required for the
! construction of the vessels are imported und are under
| customs bond” 'The construction of the vessels is done
{ in the {Customs Bonded Area of the yard. The ship has
been exported, by iiling shipping bill with the customs
authorities, whicl: carTy necessary endorsement by the
custorns authorities showing the net expont order. The

' Eships sait directly to the foreign countries and are
1

registered in the Flag State of their respective countries.

onceasioned the export and "is deemed 10 have taken
place in the course of export. Such sales are not Lable
to sales tax either under KVAT Act or under CST Act.
| Further, by virtue of the provisions of section 5(1) of the
§ CST Act, the sale which oceasioned an export of the
| goods ouiside the territory of India is deemed to be a
sale, which takes place in the course of export of goods
cut of territory of India. As such on account of the
peculiar features of transactions indicated above the
sales effected by tie Cochin Shipyard Ltd. to the foreign
buyers are .clearly sales in the course of export and
hence beyond the purview of taxation under KVAT Act
2003.

It may be noted that the intention of the Legislature as
seen from section 5 of the C8T Act is to take away all

our country. This was done, the federal structure of
India, that sales shall not tress pass’ into the federal
field of Internationa!l Trade. Even if the sale is in the
Suate before the commencement of the journey, the sale
s nevertheless, in the course of expori amd it is

only those sales in which property passes during the

This would clearly indicate that the sales of the vessels

kinds sales taxes in relation of the expert effected from |

erroneous to say that the sales in the course of means-

o
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] : 15 REElRInGss 1e, &Xell
. : ;
' .
@ ; i i 1 There 15 @ common imention of both the buyer
. ! i : and the seller to export.
i i =‘ : There iy an obligation 10 export and -
F | J i Th is actual expart.
! : ! I These fucts are true m the case of the construction and.
| ! i | dieliv o vessels by Cochir. Shipyard Lid. 1o the
- ; i ] foreigm buyers. )

‘ i ! in the above discussed circumstances, the ships built
‘ I ! i sered by Cochin Shipyard Lid. to various loreign
i { i +ill not attract KVAT.
i

i {bj Recovery of .'

| overpayment pointed L -

! cut by audit )

| Recovery of under

i (¢} | assessment, short levy -

i or other dues
: I Modification in the
% | (d .sschem'es a.gd prcl:»gra:umes --
: ! i including financing

. i pattern: ‘

Tle) | Review of similar ] o
; ‘F cases/complete

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

i
; -

i
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Action taken Notes on C8 £8's Reports

i

%

—- -
{a) E Department
1
4

(b) | Subject/Title of the s

Paragraph

COMMERCIAL TAXES

Short lr?vy due to incorrect
exemption.

{c]. | Paragraph No.

21804

(d) | Report No. and Year

Cle 4G report ended 31.3.2010

I (a) | Date of receipt of the Drafr
Para/Review in the Deparunent Si-k- e
(b} | Dete of Department’s Reply | 11.11.10
m i In Commercial Tax Officer (WCj, |

Gist of Paragraph/Review

of assessment records it was
noticed  that the  assessce
M/s.Technip K.T. India engaged
in works contract returned a
totai turnover of works contract
for Rs.87.16 crore for ihe year
08-0%. However, the assessee
returned a taxable turnover of
Rs.2.45 crore after claiming
exemption for Rs.84.71 crore it
is found that the assessee is
liable o pay tax at least on the
j contract amount received of
i Rs.60.70 crore after allowing
! deduction as per Rule 10{2)(b)

charges ware not separately
ascertainable from the records.
| The defect was not detected by
the assessing authority which
' resuited n short levy of tax and
interest of Rs.6.70 crore.

Ernakulam, during the scrutiny \'

iof the KVAT Act, as the ;
elemnent of labour and other,

-
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attach capies of relevant
documents in support

v 1 {a) | Does the Deparimen: agree
' with 'the facts and figuzés No
intluded in the paragraph? .
If not, Please indicate areas | The assessee has entered in to
(b} | of disagreerent and also contract with Bharat Petroleum

Corporation Limited for execution
of works contract. Accordingly the
dealer purchased goods from
outside the state in the course of
interstate trade. The goods used in
the works contract were to be

. procured only *  from those

manufactures who were approved
by the awarders as per the terms
of contracts. Such vendors were

-all situated outside the state. The

goods were despatched against
their invoices. THe goods were
ordered, manufactured, imported,
used as per the aforesaid terms of
contract. The terms of the contract
clearly show that at the time of
movement of goods -lien of the
awarder. was created on the goods
and it was Imown thar the gouods
were being brought for use in the
works contract. Thus such
transactions are clearly covered
by section 3 of the CST Act and
hence not assessable to tax under
the KVAT Aect.

{a)

Does the Department agree
with the Audit conclusions?

]

I not, please indicate specific
areas of disagreement with
reasons for disagreement and

| also attach copics of relevant

395/2016.

documents where necessary
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action taken

(a)

Improvement in system
and procedures,
including internal
controls.

Engg. | Supply | Construction ; Total

_ Project-1 | 240 1750 760 2750
lakhs | lakhs lakhs lakhs

Project-Il | 230 1950 1130 3310
lakhs |lakhs . lakhs lakhs

Total 470 [3700 | 1890 6060

i lakhs |lakhs. | lakhs lakhs

The assesseee M/s.Technip.K.T. India is engaged in '

works contract. During the year 08-09 the assessec has
obtamed 20E certificare for Rs.60.60 crore as expected
receipts for the six months from October to March 2009.
The total contract amount of the two ongoing projects

are  Rs.B64091188  + 1066606810  totaling |

Rs.1930697998. The projects have 3 portions (1}supply
(2)Engineering and (3)Constructions. The camtract
amount of construction portion of the two projects
comes to Rs.871564833/- which is mentioned in the
Annual Return. The break up of the expected receipt of
60.60 crores for the portions of the two project of the
contract is given below.

The break up of construction portion is as follows:

Gross amount 1890 lakhs
Lesa labour 567 lakhs
Taxable turnover © 1323 lakhs

| Tax due @ 12.5% +cess 167.02 lakhs

The assessee has paid the amount.

The supply portion is claimed exemption as interstate
sales from the respective state and goods moved into
the State of Kerala for execution of the works contract
as part of thg terms of agreement. The engineering
portion is service and amenable to service tax,

in order to -execute the above contract the assessec

purchased materials from outside the state. As per the
terms of the contract the goods have to be procured by
the assessec according to the specification stated in the
work order. The goods have been purchased from
vendors approved by thie awarder. They are located
outside the state only. As per the terms of the contract
the goods have 10 be according to the relevant standard
and should have the respective certificate. Further in
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Bharat Petroleurs Corporation Ltd. work, as per the
terms of contract the contractor have to produce -an
undertaking with the menufacturer of materials snd
specials, regarding their willingness to supply’ ‘the )
maierials required for this contract. The invoice is
raised by the vendors on the assessee at’ "Kerala ;
address. The invoices specifically state the dehvery
address as the work sites.

From the above it is clear Lhat the goods have been

imported /moved from outside the state specifically for

the purpose of the contract and the movement has
inextricable link with the ultitnate sale in the course of
execution of the contract.

The claim of exemption on the material supply is on the

following grounds.

" {a} The transfer of goods is & sale in the conrse of
interstate trade under section-3(a) hence the
state does not have a power to levy tax on sales
transaction.

or
{b) The appropriation -of the goods to the contract
occurs outside the state. Hence the sales has
taken place cutside the state as per section 4{2)
of the ‘CST Act. The section provided. that a sale
or purchase of goods shall be deemed to have
taken place in the course of interstate trade or
commerce H it.
{I) occasion the movement of goods f from one state to
- another or
(If is effected by a transfer of the documents of title
to the goods during their movements from one
state to another.
Therefore {a) the agreement of sale must have an
express or implied stipulation for moving the. goods
from one state, to another or the movement should
be an incident or an integral part of sale, the actual
sale t.akmg place in either of the state. .
(b)the goods must actually move from one siate to
the other and .
{©) The property over the goods may pass from the
sellcr to the buyer m either of the state or clurmg
the transit.




236

Only a t:ansaé{ion of sale connected with the movement
tof goods can be regarded as interstate sales. The
movement and the sale must have a reasonable direct
link. Such movement can be stpulated in the contract
of sale specifically or it may be contemplated by the
parties as an implied term of contract. The concept of
sale itself is an intangible one, where there is no

wansfer of property in the goods, thers i$ no sale ang |

mere movement cannot be the subject matter of the,
transaction nor can be mere agreement 1o sell be taxed. |
The sale should have occasioned the movement or the
movement shonld have been incidental to the sale. The
movement of the goods must be incidental to the
contract there heing no possibility of diversion of goods
for any other purpose. :
In the present case the goods are procured as per the
specification in the purchase order, and only from
approved vendors stated therein. By virtue of the
stipulation in the order and the terms of agreement, the
materials are to be procured only from the approved
vendors. They are situated outside the state. Therefore
the sale (decrned sale}] of goods has caused the
movement of the said goods from outside the state.
Hence the deemed sale is a sale in the course of
interstate trade falling under section 3(a) of the CST Act.
The assessee has entered in to contract with
Bherat Petroleum Corporation Limited for execution of-
works centract.  Accordingly the dealer purchased
goods from outside the state in the course of interstate
trade. The goods used in the works contradt were to be
procured only from those manufacrurers who were
approved by the awarders as per the terms of contracts.
Such vendors were al! situated outside the state. The
goods were despatched against their invoices. The goods
were ordered, manufactured, imported, used as per the
aforesaid terms of contract, The terms of the contract
clearly show that at the time of movement of goods lien
of the awarder was created on the goods and it was
known that the goods were being brought for use in the
works contract. Thus such transactions are clearly
covered . by section 3 of the CST Act and hence not
assessable to tax under the KVAT Act.

vas
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(b

RccoverS( of
overpayment pointed
out by audit

c)

Recovery of under
asa¢ssment, short levy
or other dues

{d

Modification in the
schemes 2nd programmes
inchuding financing
pattern

(¢)

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

(L]
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Action taken Notes on Cé AG’s Reperts

“{a) | Department [ COMMERCIAL TAXES
1
{(b) | Subject/Title of the Review Short levy due to incorrect
Paragraph ' computation of tax.
(c) | Paragraph No. 2.12.5
{d) | Report No. and Year C& AG report ended 31.3.2010
IH {a) | Date of receipt of the Draft ,
Para/Review in the Department s 5
{b} | Date of Department's Reply | 1.7.10
m In Commercial Tax Office (WC&LT)
Gist of Paragraph/Review Kozhikkode, it was noticed in May
2009 that M/s.Uralungal Labour
. Contract Co-operative  Society,
Vatakara, an assessee who had
opted to pay compounded tax and
having total contract receipt of
Rs.20.68 crore, paid tax of
Rs73.50 lakh only instead of
Rs.82.31 lakh. This resulted in
short levy of tax of Rs.8.82 lakh.
IV | (a) | Does the Department agree
with the facts and figures - No
inciuded in the paragraph?
If not, Please indicate areas of | The assessee is not liable to pay
{b) | disagrpement and also attach tax @4% on the gross amount as
copies of relevant documents in | pointed out by the Accountant
«{ support General. The gross contract
amount represents ongoing
conuact receipt and current
contract receipt. On going contract
receipt is liable to be assessed at
2.3% (KGST Act) current contract
amount is liable o be assessed @
4% being a CST dealer. Thus,
there is no shert levy of tax as
pointed by the Accountant
Gengral.,

2]

kY
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{a)

Daoes the Department agree
with the Audit conclusions?

By

i not, please indicate specific
areas of disagreement with

reasons for disagreement and
alsp attach copies of relevant

| documents where necessary
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saoaple check by Audit

vi Remedial action taken
The assessee is not liable w pay tax @4% on the gross
Improveraent in system amount as pointed out by the Accountant General. The
(a) and procedures, gross contract_ amount represents ongoing - contract
including internai receipt and current cofitract receipt. On going contract
controls. receipt is' liable to be assessed at 2.3% (KGST Act)
current contract amount is liable to be assessed @ 4% §
being @ CST dealer. Thus, there is no short levy of tax
as pointed by the Accountant General..
(b} | Recovery of )
" | overpayment pointed - *
out by audit
Recovery of under
{c) | assessment, short levy -
or other dues
Medification in the
d) schemes and programmes --
including financing
patiern
{e) Review of similar
cases/complete
scheme/project in the
light of findings of sample -
check by Audit findings of

roai R
o pADMATS

Fui e

fanane il

pav
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Action taken Notes on éﬁa AG’s Reports

(a) [ Department TCOMMERCIAL TAXES ]
- | .
{b) | Subject/Titie of the Review l Short levy due to sxcess
Paragraph | availing of Input tax credit.
{c) | Paragraph No. 2.12.6.4(a)
{d} | Report No. and Year Cé AG report ended 31.3.2010
hil (a) | Date of receipt of the Dralt .
Para/Review in the Deparmment bt
{b} | Date of Department’s Reply |25.10.10 .
IIE ) In Special Circle, Mattancherry at
Gist of Paragraph/Review Aluva M/s Mezhukkatiil Milla has
t availed input tax credit of Rs.8.41
| lakh for the month of May and
June 2007 for the purchase of
Copra. The copra purchased has
been nsed in the manufacture of
N C.N.oil snd C.N.oil c¢ake. Both
-these commodities are first
schedule itesns, the availing of ITC
is incorrect resulting in short levy
) of tax and interest Rs.9.92 lakh.
v (a) | Does the Department agree
‘with the facts and figures No
included in the paragraph? '
- If not, Please indicete areas of | By Finance Act 2007 notified on
¥ {b] | disegrecment and dlso attach | 28.7.07 the C.N.Oi and C.N.Ojl
copies of relevant documents in | cake have been included in the 1&
support schedule of KVAT Act giving
retrospective effect from 1.5.07. By
* virtue of clause of the Kerala
Finance Act 2007 the collection of
output tax and claim of input tax

credit by the dealer have to he
treated as legally valid and hence
is in order. The validation clause 8
of the Act is reproduced.

8. Validatiop :- Not withstanding
any thing contained in Kerala

395/2016.
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"]

-

provisional collection af revenue |
Act 1985 or in the KVAT Act, 2003 |
{30 of 2004}, during the pz:riucl‘
from 1.4.07 to the dawe of
publication of this Act, during
which the declared provision as
contained in the Finance Bill,
2007 (Bill No.84 of the 12% Kerala

. Legislative Assembly) was in force,

any tax coliected by the first seller
by virtue of Clause {h) of section 8
proposed to be inserted by item (d)
of sub clause (2) of clause 7 of the

said bill shall be deemed 1o have !

been validly collected under the
said Act, and the subsequent
deslers covered under the said
provisions shall be endtled for the

| exemplions as envisaged in the
said clause of the seid bill.

The audil is not sustainable.

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

{a} ; Does the Department agree --
with the Audit conchusions?
{b} j If not, please indicate spetific

¢
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Remedial action talken

[mprovement in system

. and procedures, ~

including internal
controls.

By Finance Act 2007 notfied on 28.7.07 the |
C.N.Oul and C .N.Uil cake have been included in the
1% schedude of KVAT Acl giving retrospective effect
from 1.5.07. By virue of clause of the Kerala
Finance Act 2007 the collection. of ourput tax and
claim of input tax credit by the dealer have 1o be
treated as legally valid and hence is in order. The
validation clause 8 of the Act is reproduced:

8. Vahdation :- Not withstanding any thing
contained in Kerala  provisional collection of
Tevenue Act 1985 or in the KVAT Aet, 20032 (30 of
2004}, during the period from 1.4.07 to the date of
publication of this Act, during which the declared
provision as contained in the Finance Bill, 2007
(Bill No.84 of the 12t Kerala Legislative Assembly)
was in force, any tax collected by the first seller by
virtue of Clause (h) of section & proposed to be
inserted by Hem {d) of sub clause (2} of clause 7 of
the said bill shall be deemed to have been validly
collected under the said Act, and the subseguent
dealers covered under the said provisions shall be
entitled for the exemptions as envisaged in the said |
clause of the said bill.

The auidit is not sustainable.

(b]

Recovery of
overpayment pointed
out by audit

ic)

.

Recovery of under
assessment, short levy
or uthcy dues




(d

Modification in the
schemes and
programmes including
financing pattern

fe]

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

.
|
!
I
3
b
|

B
i
|

e
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Action taken Notes on Cé& AG’s Reports

arens of disagreement with
reasons for disagreement and
also attach copies of relevant
documents where necessary

(a) | Department " {COMMERCIAL TAXES -
{b) { Subject/Title of the Review Short levy due 1o excess
Paragraph availing of Input tax credit.
{c) | Paragraph No. 12.12.6.4(b}
{d) | Report No. and Year | C& AG report ended 31.3.2010
1 {a) § Date of receipt of the Praft
Para/Review i the Deparunent dE-F -1
(b) | Date of Department’s Reply 16.9.10
i - During scrutiny of records in Asst.
Gist of Paragraph/Review Commissioner, . Special  Circle,
Kasargod, it was noticed that
M/s.K.S.AKamath & Sons, a
L | dealer inn cashew nut and kemel
‘ claimed input ax credit for the
[ cntire purchase ior the year 07-08.
| Even though 35.15% of the totsdl
sales turnaver related to
consignment and stock transfer,
the input tax availed
corresponding to this turnover of
Rs. 70980850, - was not-disallowed
resulted in short levy of tax of
Ke.6.69 lakhs.
v {a) | Does the Department agree
with the facts and figures Yes
included in the paragraph?-
. If not, Please indicate areas of
‘(b) disagreement and also attach
copies of relevant documents in
support )
v {a} | Does the Department agree -
with the Audit conclusions?
(b} | if not, please indicate specific |
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Remedial action taken

Improvement in
system and
procedures, including
internal controls.

29.6.2010. (Rs.}
Total turnover including interstate & | 201428140
| export
Taxdble tarover 3846766
Consignment transfer & branch stock | 70477214
transfer
Ratto of non taxahie sales 34.99%
Total IPT paid ufs o(l) 1782420
Total IPT allowed on local purchase 1522487
4 u/s6(2
Total lP’l‘ allowed 3304907
Position of IPT as rion-taxable sales 1156387
IPT credit excess allowed 867290 !
IPT at the end of March 3304907 | |
CST adjusted . 031838 !
, Excess input tax refund 1685519 !
j_VAT collected 160645 | |

Th; Accounlant General worked out the short levy for
2007-08 as detaied below:

i
[Rs.} |
Toval turnover inciuding mterstate 201926520
Sales & exports I
Consignment trausfer & stock transfer | 70980850 '
Ratio 35.15% ||
Input tax for specizi rebate allowed 1665734+
873565
T Tatal 2539359
Input tax/special rebate to be disallowed | 2539350x%
I. 669439

In the light of the audit observation, a notice was issued
on the assessee. Ll reply 1o the notice, the dealer has
pointed out certain discrepancies in turnover and input
tax with reference 1o the annual return and audited
stalement.

The above said position were verified with reference to
the accounts and sudited statement. . Accordingly, the

assessment for the year was revised as under on

we

R

v
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Aciion taken Notes on C& AG's Reports

i {a} | Department { COMMERCIAL TAXES
i
- 1
"{b) | Subject/Title of the Review | Short levy due to excess
Paragraph ! availing of special rebate.
(¢) | Paragraph No. 2.12.8.2{a)
(d) | Report No. and Year C& AG report ended 31.3.2010 |
I (a} | Date of receipt of the Draft L .‘
Para/Review in the Department
{b) | Date of Department’s Reply | 22.9.10
1 In Commercial Tax Office,
Gist of Paragraph / Review 8pecial  Circle-11, Ernaktulam, ‘;
during the  scratiny  of)|
assessment records of |
M/s.Appolio Tyres for 07-08 it l
was noticed that an assessec
who had not disclosed purchase
tumover from  unregistered
‘dealers, availed special rebate !
of Rs.7.46 lakh. This resulied in |
short levy of tax and interest of
Rs.8.87 lakh. !
w {a) { Does the Department agree i
. with the facts and figures No !
included in the paragraph? .
IT not, Please indicate arcas | The special rebate claimed is for
(b) | of disagreement and also the input tax credit claimm on
: attach copies of relevant the Entry tax paid for - the l
documents in support purchase of capital goods. !
v (a) | Does the Department agree -- c
with the Audit conclusions?
(b} | If not, please indicate specific

| areas of disagresment with

reasons for disagreement and
alsc attach copies of reievant
documents where necessary

e
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Remedizl action taken

(1)

Improvement in sysiem
and procedures,
including internal
controls.

T'jj{','ﬁ;é the year 03-06, the assessee had purchas_ec_ﬂ
capital gouds for Rs.2,31,62,337/- and paid Entry tax

amountng o Rs.27,24,228/-. Out of the above, the

assessve has availed special rebate under section 12 for |
Rs.745.773/- dunng the ‘year 07-08 and balance
amount of Rs.8,48,910/- is cartied forward to next year.
The special rebate clamed is for input tax credit claim
on the Entry 1ax paid for the purchase of capital goods. |

{b)

Recovery of
overpayment pointed
out by audit

e

Recovery of under
assessment, short levy
or other dues

Moedification in the
schemes and programmes
including financing
patters

Review of similar
cases/complete

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

395/2016.

| «'?,"fﬁ;?f\b\\ ELLQ{;{ [

e



250

Action taken Notes on C8 AG’s Reports

with the Audit conclusions?

{a} | Department COMMERCIAL TAXES
| () | Subject/Tite of the Review Short tevy of output tax.
Pa.r_agaph
(c¢) { Paragraph No. 12.12.9(2) )
{d} | Report No. and Year Cé& AG report ended 31.3.2010
Agn (a) } Date of receipt of the Draft
Para/Review in the Department | 4.~ &~/ 2
(b) | Date of Department’s Reply | 26.10.10
m - . . In Comnercial Tax Office, Special
Gist of Paragraph/Review Circle-1, Ernakulam, during the
scrutiny of assessment records of
M/8.Godrej and Boyce
Manufacturing Company Ltd., it
was hnoticed that a dealer in
refrigerator end air conditioner etc
assessed out put tax on sales
fumover of Rs.112.37 crore as
conceded in the retum for the year
06-07, even though local sale as
per certified accounts for the same
year was Rs.113:37 crore. However
no action was seen taken fo revise
the return. This result in short
levy of Rs.24.05 lakh.
v (a) | Does the Department agree :
| with the facts and figures Yes
induded in the paragraph? !
If not, Please indicate areas of
(b) | disagreement and also attach
. _copics of relevant documents in
suppart
v (a) | Does the Department agree -

(v

1If not, please indicate specific

.| areas of disagreement with
reasons for disagreement and

also attach copies of relevant
documents where necessary

-

-



VI

251 -,
yd

Remedial action taken °

@

Improvement in system
and procedures, ~

- inchuding internal
controls.

M/s.tiodrej and Boyce Manufacturing Company Ltd. is
an asscssee on the rolls of the Commercial Tax Officer,
Special Circle-l, Emakulam dealt with refrigerator,
washing machine etc, :

During the year the assessee company received
Rs,1226185/- towards labour charges.-The contention
of the assessee company is that, the amount was
fealized after isguing labour bills on service calls which
is purely labour charges in nature and thete is no

‘element of involvement of goods to attract any tax

liability. Therefore the company claimed exemption on |
the above tumnover. The deéaler company aiso prbduccd;
the invoices.

The Asst. Commissioner {Assmt.] has verified the
invoices and found that the majority of the bills
produced for verification is purely in the nature of
labour charges received and there is no element of
involvkment of goods to attract any tax liability.
Considering this fact, exemption claimed towards

| labour charges is limited to 50% of the total labour

chargea received. Accordingly 50% of the total labour
charges received was assessed to tax and the dealer
company paid the tax with interest.

As far as AMC is concerned the asSessee company
claimed exemption being the amount received ‘towards
“protection pian”. The contention of the company is

-| that pratection plan is the extended warrantee scheme

at the instance of the customer which is optimal at the
instarce of the customers. Protection plan is =&
protection . given to the customer for a certain period
which is collected separately raising bills, at that time
there is no involvement of labour and materials. When a |-
situation. warranting replacement of goods takéen place
they will raise 71P serial bill separately and pay
appropriate tax. o
The .Asst. Commissioner (Assmt), Special Circle-],
Ernakulam has verified this aspect. During the year the
assessee company hiad received Rs.2368380/- towards

, Protection . plan. The material element warranting
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i rcplac{:menr. of gouds is very m::gtté??i;l;'u As per
: Rale 9(2)¢) of the KVAT Rules, 2005 in relation to AMC
. where the tumover of goods are not ascertamable the
| taxable turnover shall be 50% of the contract amount.
! Therefore the 50% of the amount received towards

.t AMC /Protection plan is assessed 1o 1ax. The balance tax |

| and interest Rs.7,36,193/- has fully paid vide cheque
I N0.015718 @d.3.8.10 and balance CST due and.
(interest for Rs.3,51,244/- haus fally pmid vide cheque
' No.015716 dd.3.8.10.

Recavery of

-overpayment pointed

out by audit

T -
i

i —

\
i
|
E
i
‘| {b)
|
i
|

Recovery of under

1 assessment, short levy

or other dues

(a}

Modification in the

schemes and programmes
including financing
pattern

te}

Review of similar
cases/complete

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

—
|

e~
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Action taken Note: on C& AG’s Reports

iF [ () | Department 77 [COMMERCIAL TAXES i
I : (b) | Subject/Title of the Review 3'1-3_1.1-0‘:—1"1(6\3' of ourpur tax. :
! ! Paragraph !
r 1 {c} | Paragraph No. TGS !
! (d) | Report No. and Year "7Ct AG report ended 31.3.2010
iu {a) | Date of.receipt of the Draft N i
! Para/Review in the Deparument 1 7~ ©° " _
! (6) | Date of Departments Reply | 25.6.2011 B
l m ot in the Commercial Tax office, |
i : Gist of Paragraph/Review Special  Circle-ll,  Emakulam, |
{ i during scrutiny of records in :
! ; ! respect of M/s.Jose Elecwical |
E . : i Sules Corporation, Ernskulam for |
X ] the year 06-07 it was noticed that
! : the dealer availed input tax credit
; ! | of Ra.51.55 lakhs, un the local
| | | purchases valued at  Rs.7.23
| i crores. From the audit report it is
i ! reveated that the local purchase |
i l amounted to Rs.6.04 crores only.
! i This discrepancy resulied in short
| l levy of Rs.8.03 lakhs towards tax,
: interest and penal interest.
iV (z) | Docs the Department agree
| with the facts and figures + Yes
I included in the paragraph? )
:{ . If not, Please indicate areas of |
: {b} | disagreement and also attach b
i i copies of relevant documents in ! !
i support f !
Vv i {a) | Does the Department agree P X
i with the Audit conclusions? ! |
I'(b) [ i not, please indicate specific !
i areas of disagreernent with ‘ :
! reasons for disagrecment and ! -
| i
d

also attach copies of relevant
documemts where necessary B
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sarnple check by Audit

vl ~ Remedial action taken
| The books of accounts for the year 06-07 were called for-
Improverment in system “apd verified by the assessing authority with respect to-
{a) and procedures, the annual Teturn and audited report in Form 134 and
including internal rectifred the mistake vide order dtd 30.10.2009 creating
controls. additional demand of Rs.636770 (Tax Rs.475202/-
) Interest Rs.161568/-} and the dealer has paid the
balance tax due with interest as detailed below. _
SL.No.| Amount (Rs) | Chalan No. Date
1 160000 572 4.1.10
2 - 160000 215 29.3,10
3 160000 . 1346 31.3.10-
4 156770 29 21.5.10
Total 636770 -
_t{b} . | Recovery of overpayment .
: pointed out by audit --
[ Recovery of under N
{c) |mssessment, short levy or -
other dues “
Modification in the
(d) schemes and Pprogrammes --
including financing
pattern .
{e) | Review of similar :
. cases [ complete
scheme fproject in the
light of findings of gample -
check by Audit findings of




"
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Acf:_ioh taken Notes on C& AG’s Reports

COMMERCIAL TAXES

‘{a) | Department
{b} | Subject/Title of the Review Short levy due to turnover
Paragraph ) escaping assessment.
(c} | Paragraph No. 2.12:12.2 |
(d) | Report No. and Year Cé& AG report ended 31.3.2010
] {a) | Date of receipt of the Drafi |
. | Para/Review in the Department | 4~ 6-/¢
{b) { Date of Department's Reply | 29.7.2010 .
I . M/s. Lunar Rubbers, a dealer
Gist of Paragraph/Review in hawai chappais, umbrella
. and school bags received
royalty valued at Rs.1.36 crore
for the years 05-06 to 07-08 in
respect of transfer of right to
use their .trade mark, which
was not assessed to tax. This
resulted in short levy of tax and
interest of Rs.7.27 lakh.
v (8} | Does the Department agree
with the facts and figures Yes
"included in the paragraph?
If not, Please indicate areas
(b} | of disagreement and alsa - f
" | attach copies of relevant
documents in support
v (8) | Does the Departient agree -
with the Audit conclusions?
{b) 1 If not, please indicate specific T
areas of disagreement with

't reasens for disagreement and -

also attach copies of relevant
documents where necessary
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V! Remedial action taken
- . L OTITE
i ! TBused on the audit observations assessment u/s.25(1)
i . ! lmprovement in system | | ol the KVAT Act was completed for the years 2005-06 10 [
‘{a) 1 and procedures, 200708 and rematted the entire smount ay under: !
: | including internal i - Demand ! Co!.lecuon particulers i
i ; 1‘ contrals. L Vear i Tux | Interest | Tax 1‘ Interest | Chelan
: ; H i‘__ L ) L No./dats |
! i g {05067 Te3710 204716 | 102358 | 583/
! i ! i ! 6.10.1¢
, . , || 07 | 258853 258554] GE3G5 | 585/~
; i : | | : | 6.10.10
i ; ; l | 07-08 | 79909 ; 79909 | ) | 20776 587/
i ; i Ik | | {6.10.10
i 1 {bi | Recovery of overpayment |
! i pointed out by audit -
' ! Recovery of under
[te) assessment, short levy or --
! i other dues
| ; Modification in the
! i (d) schemes and programmes --
! i including financing
: pattern
[ Tie) | Review of similar i T T T :
l ; cuses/complete . !
: scheme/ project in the :
L light of findings of sample | -
H ; check by Audit findings of | !
3 : sample check by Audit j - J|
_/:,.’.;/ |
e G
et
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Action taken Notes on Cé& AG’s Reports

{) | Department COMMERCIAL TAXES
. (b} | Subject/Title of the Review Short levy due to application of
Paragraph -incorrect rate of input tax credit
L (¢} | Paragraph No. 2.12.13(4)
! {d) | Report No. and Year C& AG report ended 31.3.2010
* I {a) | Date of receipt of the Draft. .
< Para/Review in the Department LE-#s- o
(b} | Date of Department's Reply | 19.10.10
il . In Commercial Tax Office, 2=
Gist of Paragraph/Review Circle, Kottayam revealed that
M/s.Continental Wood Products
an  asscssce claimed input tax
credit at the rate of 12.5% on the
purchase of 4% waxable goods
during 06-07 and 07-08. This
resulted in short levy of tax of
Rs5.4.45 lakh.
v (a} | Does the Department agree
B with the facts and figures No
included id the paragraph?
If not, Please indicate areas of | Verification of the assessment
N | (b) | disagreement and slso attach | records for the years 06-07 and
* | copies of relevant documents in | 67-08 clearly révealed that the
support assesses . had mentioned the
purchases of 12.5% of taxable
items and 4% taxable items
specifically in all the returns filed
along with " the purchase
statement.  There is no specific |
) provision in the KVAT Act to limit
] the input tax paid as per the
purchase bills for the goods which
l are used for the manufacture of
L i another commeodity except that

395720106,
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conn the products e packing

.illegal collection of tux forfzited to

sent for outside the state. As per |

entry 174 on kist A of the Third
Schedule, the tale of tax leviable

materials of all kinds is only @4%
as per the statute. -

In the above circumstances, there
is no arregular claims of excess
input fax credit @ 12.5% on 4%
taxable goods. So the guestion of

Government does not arise in this
case.

(=)

Does the Deparunent agree
with the Audit conclusions?

(b)

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




.
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VI Remedial action taken
The assessee,  M/s.Continental ,Wood  Produects, |.
Improvement in system | Pannimastom, Pallom are the manufactures of Rubber
(a) and procédures, wood packing materials like pallets, crates erc meant for

including internal
controls.

| piywood, nails and consumables etc and the

the exporters. Their main customer is I''C Chennai,
Paper -exporter who uses only good finish pallets, ie
pallets made with planed and dried Rubber Wood
planks and suriace with plywood pieces. Their major
Raw materials to make quality cases are Rubber wood,

manufacturing process are given under ia brief, Sawing
of Rubber Wood, the sawn planks cut into the required
sizes, planks arve to be planed o get smooth finish,
drying the planks in chamber to reduce moisture
content, fabricate the pallet frame with planks, cutting
the plywood purchased in the required sizes nails the
‘cut size plywood on the surface area of the pallet where {
the place in which product for export are to be kept :

finishing the whole area of palléts with buffing machine |
in order to get smooth finishing of the pallet. The item
sold. by the assessee are Rubber wood packing
materials, hence the major raw materials used in the
finished packing cases are rubber wood only and the
plywood is used in a lesser quantity. Rubber wood are
buying from unregistered dealers and registered dealers
by suffering VAT @ 4%, plywood and nail from VAT
dealers by suffering VAT @ 12.5% respectively. They are
making packing cases rmainly with Rubber wood and
plywood. in a lesser quantity only for the approved
drawing of ITC. The assessee has been clearly indicated.
by the customer {ITC Chennaij that plywood has to be
nailed on the surface side of the pallet as they need a
clean and plain surface where they keep their material
{paper) in order to avoid any kind of damages in transit.

The assessee’'s major share of sales is mterslate: and
those are for ITC oniy and billing to thern were made @
4% or @ 3% against C forms as per the rate prevailed.
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:

TThe assessee had coliected and subrmied the C forms
pertzins to the interstate sales effected and 21 J w0
from the VAT dealer from whom the purchase of
plywood sand nails were made, Sub section (1) of section
Il provides that any registersd dealers lizble to tax
under sub section (1) of section 6 shall be eligible for
input . The,condition to allow input tax as per sub
section 9 of section II is that any dealer who claims
inputl tax in respect of ‘any purchase shall keep the
origing! tax wmveices for such purchases, wherein the
input tax has been separately charged. The ussessing
autharity has verified all the puschase bills of the

aswessee for the years 06-07 and 07-08 and found that
the assessee had purchased plywoud from VAT denlers
@ 12.5% for an amount of Rs.1741020/- for the year
: 06-07 and claimed input tax Rs.217624/- for that year
and Rs.3499274/- for 07-08 and claimed nput tax
Rs.437413/- for the year 07-08 respectively in addidon
to the purchases of rubber wood logs. The geods
: purchased i.e. plywood and rubbsr wood logs are not
sold as suck. The goods purchased paying tax at higher
rate i.e.-12.5% are used for the manufacture of packing
materiais which are laxable @4% as per the statate, The
assessee who claimed the input tax at higher rate, had
paid the tax as per that noted in the purchase invoices
available with him and deciaration in 21 J to prove the
remittance of iax by the whole seller was also filed. |
! Verification of the ussessment records for the years 0o~
07 and 07-0€ clearly revesaled that the assessec had
{ mentioned the purchases of 12.5% of taxable items and
I4% taxable items bpec:lﬁt,ally in all the returns filed

along with the purchase statement. There is no specific |
provision in the KVAT Act to limit the input 1ax paid as {
per the purchase bills for the goods which are used for
the manufacture of another commodity except thal sent
for outside the stale. As per entry 174 on list A of the
Third Schedule, the rate of tax leviable on the products

ie packing materials of all kinds is only @4% as per the
statute.

i In the above circumstances, there is no irregular claims
of excess input tax credit (i 12.5% on 4% taxable goods. ;
S0 the question of illegal coliection of tax forfeited 1o |
Government does not arise in this case. !
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“

w

4]

{b) ] Recovery of

averpaynent pointed
out by audit

Recovery of under
assessment, short levy
or other dues

Modificauon in the
schemes and programmes
including financing
pattern

!

; -
i

Review of sirmilar
cases/complete

scheme/ project in the
Light of findings of sample
check by Audit findings of
sample check by Audit
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Action taken Notes on Cé 4G's Reports

{a) | Department - [ COMMERCIAL TAXES |
! |

{b) | Subject/Title of the Review Short "zn:vy due to application of

Paragraph incorrect rate of input tax credit
(¢} | Paragraph No. : 2.12.13(6)
{d} | Report No. and Year C& AG report ended 31.3.2010
{a) | Date of receipt of the Draft

Para/Review in the Department AN PRI

{b) | Date of Department’s Reply '.26.-6. 10

In  Commercial Tax Office,
Gist of Paragraph/Review Attingal in September 2008, it
was noticed that an assessee
M/s. N.C.Chemicals, - Attingal
claimed input tax credit for the
year 053-06 at the incorrect rate
of 12.5% on the purchase of
sodium  silicate which was
actually taxable at 4%. This
resulted in short levy of tax of
Rs.2.25 lakh.

{a) | Does the Department agree
with the facts and figures No
included in the paragraph?

if not, Please indicate areas | The audit objection for the year

(b) | of disagreement and also 05-066 was the excess input tax
attach copies of relevant availed by the dealer @12.5%
documents in support . liostead @ 4% for the purchase of |

sodium silicate which being an
itemn comes under 81.No.139 of List
A (Industrial inputs and packing
matenals) attached Lo the |
Schedule I of the KVAT Act 20043, |

Consequent to the audit objection, |

i~
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[ assessment was revised vide order

! No.32011179704 /05-06 dtd
2(00.2.09. Aggrieved by the order,
! dealer preferred an appeal before
the Deputy Commissioner (Appeal)
{ Thiruvananthapuram who in tam
videsorder No.KVATA No.7/09 did
28.1.10 allowed the appeal on the
i ground that the respective item
will come under enury 4% as per
Act 3% of 2005 on the bamis of

T grdmance No.15/2005 and got the

assent of Governor only on
19.8.05. The ‘appellant has
purchased and sold goods at the
rate of 12.5% upic 18.8.05 so he is
eligible for input tax at that rate.
The assessee purchased and paid
tax @ 4% and also sold at 4% from
19.8.05 and is eligible for input at
that rate.

@

Does the Department agree

v —
! with the Audit conclusions?
' {b) | If not, please indicate

specific areas of |
disagreement with reasons
for disagreemenit and also
attach copies of relevant
documents whete necessary
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Vi Remedial action taken
. l The audit objection for the year 05-06 was the cxc::}..-_slﬂ[
Improvement in system input tax availed by the dealer (212.5% instead @ 4% for {
(a) ' and procedures, the purchase of sodium silicate which being an item |
1‘ including internal comes under SLNo. 139 of st A (Industrial inputs ‘and |
1 controls. packmyg rnaterials) attached to the Schedule II of the
i KVAT Act 2003. Consequent to the audit objection, |
E assessment T owas revised vide order |
E No.2203 1179704 /15-06 did 20.2.09. Aggrieved by the !
order, deuier prefurred an appeal before the Deputy |
| Commissoner (Appeall Thiruvananthapuaram who in |
| tura vide order No.KVATA Na.7/09 dtd 28.1.10 allowed
the appeal on the ground that the respective item will
come under entry 4%, as per Act 39 of 2005 on the basis |
of ordinance No.15/2005 and gol the assent of |
t Governor only on  19.8.05. The appellant  has |
i purchased and sold goods ai the rate of 12.5% uplio |
! 18.8.05 so he is elipible for input tax at that rate. The |
assessee purchased and paid tax @ 4% and also sold at E
. 4% from 19.8.05 and is eligible for input at that rate. |
{b) | Recovery of overpayment | !
pointed out by audit -
Recovery of under T
|fc} [assessment. short levy or -
other dues
Modification in the o
(d) aschernes and programmes -
mcluding financing !
patterm
(e) Review of similar
cascs/complete
scheme /project in the
Light of findings of sample - i
check by Audit findings of |
sainple check by Audit |
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l .
Action taken Notes on C& AG’s Reports

areas of disagreement with
reasong for disagreement and ]
also atfach copies of relevant

documgnts whiere NECessary

1
1 {&) | Depgrtment- COMMERCIAL TAXES '
’
(b} | Bubject/Title of the Review Application of incorrect rate of
Paragraph tax. :
(¢} | Paraffaph No. - 212,18 3w
{d} | Report No. and Year C& AG. report ended 21,3.2010
2 Ir {a) ;' Date pf receipt of the Draft
' ParajReview in the Department I§-5 —iw
(b} | Datelof Department's Reply ‘ i
B | . In the Special Circle Office,
Gist of Paragraph/Review Kottayam, it was noticed that
while finalizing the assessment
of M/s.Plantation Corporation
for the year 02-03 the sules
turnover of Oil Palmi Kernels for
Ra.59.28 lakh was assessed to
tax @ 4% instead of. @ 8%
* which resulted in short levy of
tax of Rs.2.73 lakh.
W {a) | Does the Deparmment agree
with the facts and figures Yes
2 inciudkd in the paragraph?
If not) Please indicate arcas
| (b} | of disagreement and also -
attacH copies of relevant
docunpents in support
v {8) | Does tiie Department agree -
with tHe Audit conclusions?
{b) | If not, please indicate specific

[

395/2016.
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vi ‘Remedial aciion taken
The ariginal assessment for the year 2002-03 was
Improvement in system completed on 28.3.2007 assessing the sales rnover of
‘ta} : and procedures, Oil Palm Kernels for Rs.59,27,984/~ @ 4% treating it as
including internal ‘Ot seeds’ as per entry No.l in the second schedule to
_controls. KGST Act 1963. As per Accountant Generals
observation the sales of Oil Palm Kernels come under
entry 177 of first schedule; the tumover 1o be taxed
. @8%. In the circumstances, the assessment was
revised u/s 19 vide order dtd.16,10.2009 and short levy
due to differential rate of tax Rs.2,72,688/- was
demanded. The assessee paid the amount along with
interest vide chalan No.9 d1d.24.3.2010.
(b) | Recovery of
overpayment pointed -
out by audit
Recovery of under
(c) | assessment, short levy . -
or other dues
Medification in the
(d schemes and programmes - .
including financing
pattern
(e} | Review of aimilar ‘
.cases/complete
scheme/project in the
light of findings of sample -
check by Audit findings of
| sample check by Audit ]
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Action taken Notes on C& AG's Reports

i (a) | Department . .| COMMERCIAL TAXES
(b} | Subject/Title of the Review - Short levy due to tumover escaping
Paragraph assassment.
(c) | Paragraph No. 21215
{(d} | Report No. and Year C& AG report ended 31.3.10
I (a) { Date of receipt of the Draft 25.6.2010

Pzra/Review in the Depariment

(b} | Date of Depaniment's Reply 2.8.2010
Mfs.Elactro Steel Casting Lid,
11t Gist of Paragraph/Review Thiruvananthapuram an assessee

who is engaged in the execution of
Japan Bank for Internationa! Co-
operation (JBIC) assisted water
supply scheme for Kerala Water
Authority (KWA) optad  for
compounding and paid tax on
Rs.15.33 crore for 2007-08. “The
Accountant General cross verified the
payments made to the assesses with
the records .of JBIC available with
KWA and noticed that the assessee
was paid Rs.17.12 crore. The
discrepancy in tumover was not
detected by the assessing authority
which resutted in short levy of tax and |-
interest of Rs.8.60 lakh. .
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(@)

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

No

’

(b)

if not, Please indicate areas of
disagreement and also attach
copies of relevant documents in
support

The amount paid by the assessee is
for damages and not towards the
value of goods transferred in the
course of execution of the contract,
The assessee have recaived contract
amount of Rs.1,86,61,940/- against
RAB 01 in May 2007 and shown this

. amount in the first quarterly retum

filed for the financial year 2007-08.
But Kerala Water Authority bhas
shown this payment on 30,3.2007 i.e.
in the year 2008-07 in their books of
account. On verification of accounts it
is clear that the contract amount
above mentioned can be accounted
as the contract amount received

@

Dosas the Department agree with
the Audit conclusions?

during the financia! year 2007-08.

)

If not; please indicate specific
areas of disagreement with
reasons for disagreement and also
aitach coples of relevant
documents where necassary
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Reinedial action taken

{a)

improvement in system
_and procedures, including
internal controls.

- \
Based on the audit objection Notice under section 25 of
the KVAT Act 2003 were issued fo the assessee
proposed {o assess the tumovar escaped. Details of

'| amount disbuyrsed to M/s.Electro Steel Castings Ltd. for

the. .year 2007-08 by Kerala Water Authority were
examined and cross verified the payments made to the
assessee ‘with the records of JBIC. The assessee is

. executing contract warks as per the letter dated

25.3.2010 stated that it is & contract with Keraia Water
Authority for the execution of KWS project with financial
assistance from JBIC now calied JICA having the
confract value Rs.1,04,15,00,000/- The tax is paid
undar the compound scheme which is deducted by KWA
for every paymem from the party and remited this
amount by way of tax.

In ordes fo find out the total cost of implementation of this
project KWA s mc!ud:nq the payments fumnished by them
for the damagesloompensaﬁms 1o the Govermnment
depamnentsIOrgamzaﬁons in this project account for the
accountirig purposes. The amount pail by the assessee
is for damages and not towards the value of goods
transferred in the course of exacution of the contract.
The assessee have received contract amount of
Rs.1,88,81,840/- against RAB 01 in May 2007 and.
shown this amount in the first quarterly retum fiied for the
financial year 2007-08. But Kerala Water Authority has
shown this payment on 30.3.2007 i.e. in the year 2006-
07 in their books of account. On verification of accounts it
is clear that the contract amount above mentioned can
be accounted as the contract amount received during the
financial year 2007-08.

®)

Recovery of overpayment
pointed out by audit

fa
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(c)

Recovery of under
assessment, short levy or
other dues

@

Modification in the
schemes and proprammes
including financing paftern

(e

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

4
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Action taken Notes on C& AG's Reports

[ (s) | Department ‘| COMMERCIAL TAXES
{b) | Subject/Title of the Review Short levy due to turnover ascaping
Paragraph assessment.
(c) | Paragraph No. 21216

@

Report No. and Year . N

C& AG report ended 31.3.10

®

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

23.4.2010

Date of Department’s. Ra;\)ly.

30.6.2011

o

Gist of Paragraph/Review

{ MJs.Nazeer Electricals, Kazhakoottam

a dealer assessed tax for the year
2008-07 on a conceded tumover of
Rs.1.80 crore as per the annual
retum. However, ‘on scrutiny of the
assessment Jecords the audited
accounts of the assessee revealed a |-
tunover of Rs2.11 crore. This|
misteke was not detected by the AA
which resutied in short levy of tax and
interest of Rs_3.36 lakh.

{a}

Does the Depariment agree w:th
the facts and figures included in
the paragraph?

No
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The assessee produced all vouchers
T -HB)inot Please indicate areas of and bills regarding the claim of labour.
disagreement and also attach | Verification revealed, the same is in
copies of relevarnit documents in tune with the revised audited
~ } support statement.

(a) | Does the Depariment agree with
the Audit conclusions? -

(b) | If not, pleasa indicate specific
areas of disagreement with
reasons for disagreement and also -
attach copies of relevant
documents where necessary
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Remedial action taken

(&)

‘Improvement in system'

and procedures, including
internal controls.

The revised assessment in respect of- M/s.Nazeer
Electricals, Bangalore was completed on 5.11.2008 fixing |
a total taxable contract receipt of Rs.1,86,93,288/- as
against the conceded taxable contract receipt
Rs.1,66,60,268/- Tax and interest additionally credited in
this case is Rs.2,41,634/- and Rs.82,156/~ respectively.
The assessee has remitted the amount under pretest as
per chalan No.580 dated 30.12.2009 and filed appeal
against the revised assessmert order before the Deputy

Commissioner {Appeals), Thiruvenanthapuram. '

The main contention raised by the assessee before the,
appeliate authority is that the assessing authority has not
considered their. contention regarding the circumstances
lead to them by filing revised audited statement along
with revised retum for the year. The claim of the
assessae is that they have missed to add certain labour

‘vouchers' in their accounts since the same was lsft in

their work site. These facts were reported by the
assessee through their-reply to the pre-assessment|
notice. But assessing authority rejected the claim and
finalized based on original audited statement.

The Appellate authority's direction in this case is to

produce the entire labour vouchers and other charges |
‘before the assessing authority. Accordingly notice was
issued to the assessee directing to produce his accounts

as per notice dated 9.11.2010. The assesses produced
all -vouchers and bills: regarding. the claim of labour.
Verification revealed, the same is in tune with the revised
audited statement. Hence the claim is admitted.

In the circumstances stated above, it is informed that
there is no loss of revenue involved in this case.

395/20186.
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{b}

Recovery of overpayment
pointed out by audit -

(c}

Recovery of under
assessment, short levy or
other dues

@

Modification in the
schemes and programmes
including financing pattem

(e

Réview of similar
cases/complete
schema/project in the light

. ofﬁndings of SamPIe

check by Audt findings of
sample check by Audit

s.PhAl ;

MANAD H

Agaitional B¥e
TewdE Goparty .
5 gooieiafs
Govi. DE

2.
Tniruvanan hapusey
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Acfion taken Notes on C& AG's Reports

1@

} Depariment .| COMMERCIAL TAXES
(b) | Subject/Title of the Review Short lavy due to incomect exemption
Paragraph : :
{c) | Paragraph No. 2.12.26
(d) | Report No. and Year ' C& AG report anded 31.3.10
It (a) | Date of receipt of the Draft 6.4.2010
Para/Review in the Department -
‘| {b) | Date of Department's Reply 24.5.2010
. .| 8f.5.Thartius Engineering Contractor
] Gist of Paragraph/Review .|.an assessee engaged in warks
‘contract for the year 20068-07, availed
exemption of Rs.1.52 crore towards
labour and other charges against an
eligible exemption of Rs.1.25 crore.
This resulted in short levy of tax and
interest of Rs.4.20 lakhs.
v (a) { Does the Department agree with - :
the facts and figures included in Yeas
| the paragraph?
{b) { If not, Piegse indicate areas of
| ' | disagreement and also attach -
copies of relevant documents in
support . ’
v {(a) | Does the Department agree with
1 the Audit conclusions? -
(b) | if nt, please indicate specific
areas of disagreement with

reasons for disagreement and also

attach coples of relevant

documents where-necessary
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Remedial action taken

Vi
The Assessment in respect of Sn.S.Thartivs
: Improvement in system Engineering Contractor, Tuticorin for the year 20068-07
(a) and procedures, including | has been completed u/s 25 of the KVAT Act 2003
" internal controis. ‘creating an additional demand of R$.4.88 lakh with
interest and” served on him. The Contractor has
requested to adjust the additional demand for 2006-07
with the excess tax paid of Rs.6,34,069/- during the
assessment yoar 2008-09 and also remitied the balance
amount of Rs.5890/- vide chalan No.132 dated 7.1.20089.
Thus the contracior has remitted the total amount with
interest as pointed out in the audit that is Rs.6,39,958/-.
{b} | Recovery of overpayment -
pointed out by audit
Recovery of under -
{c) | assessment, short levy or
other dues
Modification in the
‘(d) | schemes and programmes -
including financing pattern
{e) | Review of similar
cases/complete -
scheme/project in the light
of findings of sample
check by Audit findings of
sample check by Audit

‘ Thruvananiiapuram.
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Actlon taken Notes on C& AG's Reports

I (a) | Department ‘| COMMERCIAL TAXES
-t - L.
(b) { Subject/Title of the Review Appilication of incorrect rate of tax
Paragraph
(c) | Paragraph No. 21234

d

Report No. and Year

C& AG report ended 31.3.10

ii

(@

Date of receipt of the Draft
Para/Review in the Dapartment

23.4.2010 -

-

(&)

Date of Department's Reply

Gist of Paragraph/Review

| system with vaccum plant and

Rs.30,92,186/- for the year 2008-07

M/s.Benson Medical Equipments | -
India Pvt. Ltd. an assessee who |

executed the works contract of
supply and installation of medical gas |

suction unit with regulator in various
hospitals, incomectly assessed tax at
the compounded rate of four per cent
on the gross contract receipts of

instead of assessing the contract
receipt at the mate of 12.5 per cert
after deducting fifieen per cent
towards labour and other charges.
This resulted in shért levy of tax and
interest of Rs.3.25 fakh.

@

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

Yes
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"6F T ¥ rict, Please indicate areas of
disagresment and also attach
copies of relevant documents in
support

the Audit conclusions? .

(@ | Does the Depariment agree with _

(b) | If not, pleass indicate specific
areas of disagreement with

attach'copies of relevant
documeriis whens necessary

reasons for disagreement and aiso |
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VI Remedial action taken
. The assessment in respect of Mis.Benscn Medical
improvement in system Equipments India (P} Ltd. for the year 05-06 and 06-07
(a) and procedures, including | were revised creating an additional demand with interest
internal controls. "| as under.
Year VAT g interest Totat
2005-06 Rs.2,36,072 Rs.93,238 Rs.3,32,310
2008-07 Rs.2,41,430 Rs.65,186 Rs.3 08,818
The entire amount is remitted as per DD dt.6.4.2010
{Chalan No.287/17.4.10).
(b) | Recovery of overpaymént -
) pointed out by audit
_ Recovery of under )
(c) | assessment, short levy or -
other dues
Maodification’in the
{d) |schemes and programmes | - -
including financing pattern
{e) | Review of similar
cases/complete -
'schemel/project in the light
of findings of sample
check by Audit findings of
sample check by Audit

[

S PADMANAEIE PILLA
'Adfiitio-::ai Locselary,
Taxes Departine,
Govi Sccretariat
Thiruvananinapuram.




280

Action taken Notes on C& AG's Reports

. GOMMERCIAL TAXES

1 (a) | Department
) | SubjectTiie of the Review Incomect computation of prasumptwe
. | Paragraph tax.
(c) | Paragraph No. 21216
(d) { Report No. and Year C& AG report ended 31.3.10
n (a) | Date of receipt of the Draft 8.4.2010
'| Para/Review in the Department
(b) | Date of Department's Reply 2682010 i
- A dealer MWs.Subash Paint House,
1m Gist of Paragraph/Review Thirumals (2™ Circle, Trivandrum).
: : iregularity paid presumptive tax for
.| the entire sales tumover of Rs.77.20
‘ lakh for the ysar 2006-07 instead of
paying presumptive tax for the
turnover up to Rs.50 lakh and at the
specified rate for the balance:
tumover of Rs.27.20 ‘takh. This
{resulted in short levy of tax of
{ Rs.4.45 lakh.
W | (@) | Doss the Department agree with
the facts and figures included in Yes

the pamagraph?
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(0

If not, Pleasg indicate areas of

disagreement and also attach
capies of relevant documents in
support )

v [@

Does the. Department agree with

' the Audit conclusions?

)

If not, ‘please indicate specific
areas of disagreement with
reasons for disagreement and also’
attach copies of relevant
documants where necessary

395/2016.
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Remedial action taken

\
The dealer irregularity paid presumptive tax for the entire
Improvement in system tumover instead of paying presumptive tax for the turmover
(a) and procedures, including | UPle Rs.50 lakhs and at the specified rate for the balance
intemal controls. furmnover. As the self assessment made by the dealer was
irregular the assessing authority had revised the self
assessment made by the dealer for the year 2008-07 and
demanded an amount of Re.445200/ towards tax and
Rs.124856/- towards interest as per order otd.22.8.2009. The
dealer paid Rs.94976/- and also preferred appeal against the
revised assessment order and in appeal the appellate
authority vids his KVATA No. 137/09 did.10.10.2009 directed
the assessing authority to verify the accounts and ascertain
the volume of goods under 4%, 12.5% and 20% and assess at
the appropriate rate giving eligible input tax credit from
22.1.07 onwards, Accordingly, the assessing authority has
verified the accounts end modified the assessment creating
| an additional tax and interest of Rs.93034/- which has been
collected vide chalan Nos.538 dtd.1.1.2010 and 47
dtd. 13.1.2010.
(b} | Recovery of overpayment —
pointed out by audit
Recovery of under
{c) | essessmant, short levy or -
other dues %
Modification in the schemes
(d) | and programmes including -
financing pattem
(e) |[Review of similar
| cases/complete -
scheme/project in the light of
findings of sampie check by )
Audit findings of sample
check by Audit

Taxes Departnent,
Guovi. Secretariat
Thiruvanainthapuram,
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| (a) | Department  { COMMERCIAL TAXES
{b) | Subject/Title of the Review Short levy of Luxury Tax
Paragraph :
‘{c) | Paragraph No. 7.1
{(d) | Report No. and Year C& AG report ended 31.3.10 -
[} (a) | Date of receipt of the Draft - -
Para/Review in the Department
{b) | Data of Department's Reply 18.8.10
‘ ] in. Commercial Tax Office (LT),
it Gist of Paragraph/Review Thiruvananthapurarn in March 2008,

it was noticed that while finalizing the
assessments of an assesses M/s.Taj
Green Cove - Resoit, Kovalam
engaged in hotel business for the |’

‘yemr- 2004-05 and 2005-06, the

assessing authority failed to inciude
the income relatng fto foreign |
exchange gain amounting to
Rs.44.68 lakh during the year 2004-
05 and other sarvice income and
accommodation charges valued at
Re:34.72fakh for the years 2004-05
and 2005-08 in the taxable tumover.
This resulted in short levy of tax of

-1 Rs.11.5% lakh. :
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{a) | Does the Department agreeﬁiih

"} Trihe Yacts and figupes inchuded in

the paragraph?

Ye

®

i not, Pleasa indicate areas of
disagreement and also attach
copies of relevant documents in
support

(a)

Does the Departmant agree with
the Audit conclusions?

®)

areas of disagresient with
reasons for disagreement and also
attach copies of relevant
docienents whare necessary

if not, please indicate spechic.
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200406 | 119/10.11.2010 Rs.2,50,000

2005-06 | 12010112010 _ Rs.2.50,000
1 - TOTAL "Rs.5,00,000
‘Balanca amount is pending undsr RR.

vl - T Rémigdial action taken
) The audk objaction i& that the foliowing income from other
improvement in system services and amenities provided to the guest has not been
(8) |- and procedures, including | Sonsicered for evy of Luxury Tax,
| internal controls, 1.Foraign Exchange gain Re.4487790/-
[ '  2004-05 . Short levy of Rs.67016a/-
2.0ther sarvice income Rs.1071032~
2004-05 : Short levy of Rs, 160855/
Other amenities income ~ Re. 1562172/ .
Short levy of Rs.238626/-

180855+238826=308481
3.Banqust and conference Hall ‘
Accommodation 2005-08 Rs.B0S214/-
Short levy Rs.80921/-
Bmdmhaudnobiedlmmebooklofmhrlm

-mrawamzmsmmmhaﬂodfw&:th

assasses dki not produce the same. . Therefors the
assessment for the year 2004-05 end 2005-08 were revisad
on exparte under section 5(5) of the Kerala Tax on Liuburies
Act, 1976 creating the foflowing additional demand.

2004-05 : Rs.B30824 (870168+160655)
2005-06 :Rs.360208 (238826+80921+40461)

The additional demand created were advised for RR as
per RRC Number 33/2009-10 dtd.17. 6. 2009

Theasmseehasmniﬂadﬂzefolbwmgamowﬂas
detailed below.

*Year Chalan No./date Amount
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(b)

Recovery of ovérpaymenl
pointed out by audit

{c)

Recovery of under
assessment, short levy or
other duss

«@

Modification In the
emes and programmes

including financing patiern-

(e

Review of gimilar
casas/complete

acheme/project in the light |

of findings of sample
check by Audit findings of
',ampb check by Audit

(0w

S.PADMN:ABHA piLLAL
Addiaonal Susraldly,
Taxes pepartment,
Gavt. Secratanat

Thiruv ananihapurand.
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Action taken Notes om C& AG'S Reports.

‘arcas of disagrecment with
reasons for disagreement and
also artach efpies of relevant

{a} | Department COMMERCIAL TAXES °
(b} | Subject/Tite of the Review | Short levy due o incorrect
't . | Paragraph . exemption. :
(c) | Paragraph No. 21223
{d} | Report No. and Year C& AG report ended 31.3.2010
11 H{a) | Date of receipt of the Draft 25.6.2010
Pdra/Review in the Department
(b) | Date of Department’s Reply | 1.3.11
1 o : While scrutiny of records in two
: Gist of Paragraph/Review | offices four assessees awarded
. ' sub-contracts valued at Rs.
' 267.22 -crore and claimed ]
exemption for.the same. The
exemption claimed is not
allowable as the liability u/s 10
' has not been fulfilled. The
assessing authority did not
detect this mistake which
resulted in short levy of tax and
- interest of Rs. 32.74 crore.
v (a) | Does the Cepartment agree | 3 cases not sustainable
. | with the facts and figures partially correct in one case.
included in the paragraph? ’ o -
) If not, Please indicatc-arcas of | Detailed report furhished in
() | disagreement and also, attach column IV{a)
. | copies of relevant documents in ‘
suppert
v (a) | Does the Department agree -
‘ © | with the Audit conchisions?
(b} | I not, please indicate specific

documents where necessary
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Vi
. . (1 8. IVRC fras ‘ cture 0 cts L d.
Improvement in ‘
(@) Sy:;cm and - . M/s. IVRCL. Ltd. is a public Lt.d company engaged in .the

procedures,

[ including
-internal -

controls.

construction business. The audit ob_;ecuon is that, company
cldimed sub-contract payment - for the year 2005-06 to 2008-09.
The exemption claimed ig not allowable as the liability under section
10 has not been fulfilled. .

The audit objection is not sustainable, The sub contract
payments are supported by contract agreement and other details,

1) SMS Paryavaran Ltd.
2} Bheemanani Builders India Pvt. Ltd., Kannur.
3)* BESL Infra Project Ltd.

The payments are effected through cheque and TDS has been | -
| deducted on the payments, for which nori-deduction certificate was | -
not produced. In respect- of Bheemanani Builders, the company
have deducted TDS of Rs,.4,45,939/- under section 10 of KVAT Act
(during 2006-07) and same has been remitted with the Commercial
Tax Officer at Kannur. M/s. BESL Infra Project furnished Form 20,
E from assessing authority for non-deduction of tax and Form 20 H.
Hence the sub-contractors turnover is allowable deduction in this |
case. The mudit objection is against the Lability u/s 10.
| against facts of the case. According to theé clarification of the
Commissioner of Comimercial Taxes, if the sub-Contractor is a
registered dealer under KVAT Act and furnishes 20 H to the
Principal Contactor, such turnover can bec deducted from the
principal contractors turnover irrespective of the fact that whether
the sub-contractor i isa compounded dealer or & regular tax payer

2 Mg_mm.cmnm

The agreement of Leighton Contractors India‘ Ltd, with M/s. |.
Kochi Refineries Ltd. is of labour in nature. The materials for the
work have been supplied by the Kochi Refineries Ltd. free of cost. A
small portion of the contract is supply of some special materials.
Labour being the dominant factor the assessee company is eligible |-
for all the expenses having the charactricise of labour. - Supply of
material ncidental to the labour are consumable, like welding Rod,
gas etc. some materials have supplied by thé awarder for which they'
- have remitted tax of abont Rs. 119126/-, The audit cbeervation is
| based on Form 13 A. In the work contract part of the Form 13 A it
is specifically inentioned that all the contract work awarded are

labour oontratt and-hence not linble to any tax at source. But audn_ -

It s
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party_had not considered this clause and agreement of Kochi

-} commissioning of single point moving sysiem and 48 inch offshore

| inch and other accessories. .

In the above circumstances the contract awarded by the assessce

‘| not Kable to deduct tax:at source. .

| exemption claimed is not allowdble as the tiability Ufs 10 has not

opgs-07 v .
1. Kunnel Engineers & Contractors (P) Ltd. - 32151065995
2. Cemex Praojects Pvt. Lid. " - 32072072905
1. Kunnel Engineers & Contractors Ltd. - 32151065995

2. Comex Projects Pvt. Ltd. - 32072072905

| the awarder/Principal Contractors for non-deduction of TDS. In

- contractors ‘turnover is alse included in the principal contractors:

Refineries Limited. The work for installation, testing  and

pip=line for crude oif receipt. ‘Aé per clanse of 25 of the agreement,
the Kochi Refinery will issie material free of cost — the pipe line 48

M/s. Leighton Contractors India Pvt. Lid. is enly ldbour contract.
No material trensfer is involved in the above case, Hence they arel.

(3} M/s, Infra Housing (P) L4d, The audit objection is that the dealer
awarded sub .contracts and claimed’exemption for the same. The

been fulfilled. This resulted in short levy of tax and interest of Rs.
1,40,77,970/- as detailed below. -

Year Subcontract | Shortlevyof | Interest |
. " amount tax (Rs. Rs.}
2005-06 1 2,17,75,567 1 21,77,557 9,114,574 .
2006-07 " | 4,44,26,316 [ 44,42,632 13,332,790
2007-08 14,41,56,077 | 44,15,608 7.94,809

The sub-contract ‘during the period 2005-06 ia as under.

1. Kinnel Engineefs & Contractors (P) Lid. - 24180116 - TIN -
32151065995, ‘

3. Biju K. Abraham ) . -

4. Unic Foundations =~ -

5. Kone Elevators | ; - :
6. Johnson Lift Pvi. Ltd. - 32072087992 - |

The 20E pcrhﬁcate is issued to the dealer to produce before
this case the principal contractor not obtained 208 certificate from
the sub-contractors. The sub-contracts are projects continued from:

KGST regime. - If the Principal contractors compounde his turnover, |
the sub-contractor under him need not.pay tax as the said sub-

395/2016.

turnover, as the tax is being peid on the whole amount of contract.
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In the case of assessment for the year 2005-06 to 2007-08,
M/s. Infra Housing {F) Ltd: had effected payment o sub-contractors

and the sub-contractors turnover’ not excluded from taxable ; -

turnover for the respective years. The assessee had claimed only
‘amount of VAT charged in the sub-contractors invoice who are

registered dealers. The .cornpany had -foliowed the method of |

claiming input tax credit on the basis of invoice §ubmitted by the
sub-contractors against the payment effected. Since these payment
were not excluded, the question of providing form 20H is not
mandatory in this case. Input tax "tlaimed only on the basis of
invoice issued by the registered contractors, who have included the
turnover in the respective returns. In some cases, the sub-contract
works is purely Jabour contracts.” The assessment for 2005-06 and
2007-08 is completed without' giving exemption on sub contract
-amount. .Input tax credit was allowed on registered contractors
invoice. This is more beneficial to the revenue when compared to
total exemption on subcontract against 20H. In work contract tax
payment can be three types. Voluntary payment by the contractor,
collection and payment, deduction and payment by
awarder/Principal contractor. TDS deduction in this case would
tantamount to double taxation. T '

@LM/s. Kirlogkar Brothers Lid is an assessee on the rolls of the
Assistant Commissioner, Special Circle Il, Ernakulam with TIN
320703 36281 is engaged in the business of Monoblock Pumps,
Motors , etc. amd is doing Worke Contract.

- During the period 2009-10, the Account General Audit observed
that, the assessee awarded subcontracts and claimed exemption
for.the same. The claim of exemption is not allowsbie since the
Lability u/s. 10 has not been fulfilled ; which resulted short levy
of tax and interest of Rs.18.55 crores as detailed below.

- | . Sub Contracts Short levy
A Amount of Tax Interest
2007-08 1572370568 157237057 | 28302670

Year

In the light of audit clrbjcction, the accounts of the dealer were
called for and verified which reveals the following:-

"1) The company was awarded the contract of JBIC Assisted
Kerala Water Supply Project - Contract Package - I Intake
Works, Raw Water Pumping main and water Treatment Flant
Meenad and Pattuvam Scheme and Cherthala by the Kerala
Water Authority under Aid from Jepen International Bavking
Corporation. : .

2) It is an ongoing project. :

3) The Subcontractors are registered dealers.

F
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4) The Sub Contractors heve filed Form 20 B declaration. .

* Corisidering all the "points raised out in the audit, the
accounts. of the dealer was verified. and the assessment has been
completed by the.assessing authority vide order dated 04.03.2010.
Additional demaand of Ra.8,73,246 /- and interest Rs.2,09,579/- was
created, for which the dealer bas filed appeal before. the Deputy

(bq'

Recovery of

-averpayment

pointed out by -

1 audif

Commissioner {Appesals}, Emakulam.

)

Recovery of .
under .
assessment,
short levy or

otherdues .|

- {d)

Modification in
the schemes and
programmes
including .
financing pattern

{e)

Review of similar -
cases /complete
/project in
the light of
findings of sampie

"check by Audit

findings of sample
check by Audit

A

. . -
e e T e T T T e T e e e e e S E T T T i oo T e = T L e e

o EOMANABHA PILAL .

.Addiﬁqnayslafﬁz?,‘_”_‘ e
Jaxes Deépar ‘at. . _: D
’ ‘M.Secrelan Lo

R 'Thci;r?wa!\amhapurafm
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A&ction taken Notes on C& AG's Reports

0]

Depariment:

COMMERCIAL TAXES

Subject/Tide of the Review

arcas.of disagreement with
reasons for disagreemént and
also attach copies of relevant

ib) Application of incorrect rate of
"| Paragraph tax. .
{c) | Paragraph No. j2.12.3.3
{d) | Report No. and Year N C8 AG report ended 31.3.2010
I {a) | Date of receipt of the Draft 129.4,10, 6.4.10, 28.4.10
Para/Review in the Department | . .
| {b) I Date of Department’s Reply | 17.5.10, 30.4.10, 1.11.10
41 . ] Three assessees in works contract
Gist of Paragraph/Review having CST registration opted to
) *| pay compounded tax for the years
05-08 and 07-08 on the conlract
receipt of Rs.6.63 crore at the rate
of 2% instead of at 4%. This
. resuited in short levy of tax and
. interast of Rs.13.37 lakh.
v {a) | Does the Department agres Yes - T
with the facts and figures
included.in the paragraph?
If not, Please indicate areas of
{b) | disagreement and also attach e
. copies of relevant documents in’
" support ’
PV {a) | Does the Department agrec . -
with the Audit conclusions? -
{b) | If not, please indicate specific

documents where necessary
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Remedial action taken

Vi
B 1) V.P.Sulfikar (2007-08) -
Improvement in aystem | In Commercial Tax Officer {WC), Malappuram,. the
{#) | and procedures, Accountant General has  noticed that Shri.]
' including internal | V.P.8ulfikar, Edavana, Malappuram an assesste
controls. | having CST registration was permitted to " pay

‘Re. 2,34,976/- has been demanded with interest of

“| District Treasury, Malappuram. -

| Baseq” on the audit. observation, the assessing
had issued notice dirccting to pay the

forthe -assessment year. 2005-06 resulting in a

| Rs.2,84 lakh. The assessing authority issued

'5’2.3-.'10"."“ “Demahnd .potice: was issued to. the

compounded. tax at the Tate of two percent for the
year 07-08 instead of @ 4%.. This resulted in short
levy of tax and interest of Rs. 2.44 lakh. . .

The assessment for the year 07-08 has been
compléted as per order dt. 11.11.09 assessing the
turnover @ 4%. The balance tax due for the year

Rs. 45,995/-. The entire amount was paid by the
asscgosee vide chalan No. ‘373, dated 12.03.10 at

reial Tax Officer (WC & LT), Alappuzha,
“'the’ year 2007-08 a CPWD Contractor

CST registration self assessed .out put tax.
pn_a contract receipt of Re.1.33 crore st the rate of
2% inatead of at 4%. This resulted in short levy of

tax and interest of Rs.3.08 lakh.

e

“tax and the asscssee has remitted tax ¢
it Rs.3,08,285/- vidé chalan no.234

; ructi 05 :
nmercial ‘Tax Officer (WC), Kottayam, it was
rioticed. ‘that the assessee having CST registration
opted'to pay tax at compounded rate of 2% instead
bf % ori ‘the contract receipt of Re.31441971.00

3) M

short. leyy.of tax of Re.6.94 lakh and interest of

potice u/g.25 (1) of the KVAT Act 2003 and the
- s 5 - Sated

asscssee 1o realize the amount due. Revenus |

Recovery Certificate was issued on 7.7.10 and the
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recovery proceedings were stayed by the Deputy
-Commissioner (Appeals), Kollam till disposal of
appeal on. conditional payment of Rs.3 lakhs. . The
assessee has remitted Rs.3 lakh as per chalan
No.184/21.7.10 & 154/23.7.10.

L)

Recovery of
sverpayment pointed

‘out by audit .

[cp

Recovery of under
assessment, short levy
or other dues

1@

Medification in the
schemes and °

programmes including -
| financing pattern

{

Review of simil
casesf mmp]ﬂtﬂ
scheme/project in the
light of findings. of
sampte check by Audit
findings of sample
check by Audit

PADMANQBHA PILLAL
“paditional Secretarys
Taxes pepartment,
Govt. Secrelanat
Thiruvanan\haguram.
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_Action taken Notes on Cé AQ's Reports

@

Department COMMERCIAL TAXES
{b) | Subject/Title of the Review | Application of incorrect rate of
Paragraph . | tax. .
¢) | Paragraph No. 2. 12 7.1{3)
. | {d) | Repoit:No, and Year Cé& AG report ended 31 3.2010 |
I  {a). | Date of receipt of the Draft 4.6.2010 ’
1. Para/Review in the Department,
" .| ({b) | Date of Department’s Reply {16.1.12
m |’ ‘ | ln Special Circle-Il, Ernakulam, it |
Giat of Paragraph /Review was noticed in March 2009 that
. o two dealers im motor wvehicles
asacssed tax on the sale of motor |
‘vehicles to  defence personnel
through military canteen and CSD
v~ | for Re.1.61 crore during 2005-06
- | and 2006-07 at- haif the rate of
L tax. This resulted in short levy of
B . : tax and interest of Rs.12.89 lakh:
1V {a) Does the Department agree Yes '
- with the facts and figures
included in. the paragraph?
‘ If not, Please indicate areas of
(b} dma,gmt and also attach -
| copies of relevarit doc‘uments in
. _support
v (a) | Does the Department agree -
} with the Audit conclusions?
(b} | If not, piease indicate specific
* | areas of disagreement with )
reasons for disagreement and
also attach copics of relevant
' | documents where necessary
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vl Remedial action taken .
The assessment in respe&- of M/s.MGF Mozors Ltd., for
| Improvement inf system 'r.t:; yg@ar 12200;/-06 —-fhas already dbeenﬁo coml;leted levymn:mg
5%, - for non-production’ of supportng
: @) fmd pr_ocu‘iures, declarations; on the enfire turnover except the sales
including internal | turnover of used cars which was levied @4%. Regarding
gontrols. the year 2006-07 steps have been taken to revise the
assesament u/s 25 based on the audit objections.
In tne case of Muthoot Motors Ltd., assessment for both
N the years 2005-06. and 2006-07 haven been revised u/fs
| 25 levying differential rate of 6:25% tax on the sales
turnover .of Rs.42,98,343 and Rs.5,56,463 respectively
and made good the short levy. The assesgce has paid.
the full {ax. .
(b). | Recovery of : o
| overpayment pointed --
out by audit .
Recovery of under
1 (c) |assessment, short levy -
or other dues
- - | Modification in the R
{d) |schemes and ) -
programmes in¢luding .
financing pattern .
{e} | Review of similar
'| cases/compiete
scheme/ project in the
light of findings of o
| sample check by Audit
findings.of sample
check by Audit

gecretalts
ar'_mcnl,
retariak
pmam_

additional
{axes Dep
Govt. $acT
Thiruvananind

[t
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Action taken Notes on Ci AG’s Reports

reasons for disagreement and
also attach copies of relevant

(&) { Department COMMERCIAL TAXES .
| {b} | Bubject/Title of the Review Application of incorrect rate of
. Paragraph’ . tax.
lc) | Paragraph No.. 2.12.7.144)
(d) | Report No. and Year C&'AG report ended.31.3.2010
I {a) | Date of receipt of the Draft 22.2.2010
Para/Review in the Department .
(b} j Date of Department’s Reply | 30.12.10
m T 'in the Commercial Tax Officer, 17
Gist of Paragraph /Review Circis, Changanassery it was noticed
that a dealer M/s. Super Pigments,
[ Changgnassery, engaged in the |
manufacture and sales of lead oxide,
assessed output tax oh the sales
Iurnover- of lead oxide valued at Rs.
121.33 lakh for the year 2005-06 and
1 2006-07 at the rate .of four per cens
| instead of at the comect rate of 12.5
per cenr. This resutted in shott levy of
tax and interest of R&. 12,87 lakh.
IV.  }{a) | Does the Depariment agree Yes i *
with the facts and figures
included in the paragraph?
If not, Please indicate areas of
{b) ! disagreement and also attach -
copies of relevant documents in
support
Vv (8} i Does the Department agree Y =
. with the Audit conclusions?
{b) | It not, please indicate gpecific
) areas of disagreement with

395/2016.

documents where necessaty
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b

Remedial action taken

{a)

Improvement in system’

and procedyres,
inchading internat
controls.

Based on audit the assessment for 2005-06 and
2006-07 completed as per order dtd.27.3.11. The
amount is pending collection under RR. - Further,
the appeal filed by the dcaler in this case is also
pending disposal.

o)

Recovery of
overpayment pointed
out by audit

(c)

Recovery.of under
assessment, short levy
or other dues

()

Modification in the
schemes-and
programmes including
financing pattern

{e}

 Review of similar

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

ANABHA PILLAY
\at secretary.
t
Pe,unmcn N
. T(aS:;ev.’l St.c.etanat
Thiruyananthapuram.

5. PACM
Add“ic'
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Action taken Notes on C&: AG’s Reports

{a) | Department COMMERCIAL TAXES
(b} | Subject/Title of the Review | Application of incorrect rate of
Paragraph tax.
{c) j Paragraph No. 2.12.7.1(5) .
(d} | Report No. and Year | C& AG reportended 31,3.201
11 (a) | Date of receipt of the Draft 4.6.2010
. Para/Review in the Department
{b} | Date of Departinent’s Reply | 16.9.10 .
[H1] in Commercial Tax Officer, Special
Gist of Paragraph /Review Circle-l, Ernakulam, during the
scrutiny of assessment records in
respect of M/s.Heinz Indie (P} Ltd.
it was noticed that assessee
assesacd sales turnover of Nycil
.prickly heat powder valued at
Rs.1.07 crore for the year 2005-06
@ 4% instead of @ 12.5%. This
resulted in short levy of tax and
interest of Rs.12.42.lakh.
IV {'{a) | Does the Department agree Yes
. with the facts and figures
included in the paragraph? )
If not, Please indicate areas of
{b) | disagreerent and alsc attach -
. | copies of relevant documents in
support i} :
V | {a) { Does the Department agree -
i - with the Audit conclusions?
‘(b} | If not, please indicate specific

areas of disagreement with
reasons for disagreement and
also attach copies of refevant
documents where necessary
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Remedial action taken

(2

-including internal

Improvement in system
and procedures,

controls.

The assessment has been completed as per order

‘dtd,30.8.10. The dealer has fully paid the balance |-

tax due as follows.
Tax . Rs.11,25,654
interest . Rs. 1,23,822 .
Vide cheque No.222787 & 222788 dtd.13.9.11.

(b)-

Recovery of
overpayment pointed
out by audit

)

! assessment, short levy -
} or other dues

Recovery of under -

)

'| programmes including

Modification in the
schemes and

financing pattern -

C =}

| scherne / project in the

Review of similar
cases/complete

light of findings of
sample check by Audit
findings of sample

check by Audit

PAC
aditt =

ATaxes Departs
Govl. = i
Thi,uual\ai
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r

Action taken Notes on Cé& AG's Reports

TCOMMERCIAL TAXES

{(a) | Department
{b) | Subject/Title of the Review -Appiication of incorract rate of |
Paragraph tax.
{c) | Paragraph No, | 2.12.7.1(7)
() 1 Report No. and Year & AG report ended 31.3.2010.
I (a) | Date of receipt of the Draft 4.5.2010"
Para/Review in the Department
{b) | Date of Department’s Reply | 6.7.10
it . During scrutiny of records in
Gist of Paragraph/Review Commercial Tax Officer, Chittur
1in August 2009 it was noticed
that M/ s.K.P.N.Products,
- Chittur a dealer assessed sales
turnover of medicaled tooth
powder for the years 2005-06 to
2007-08 valued at Rs. 78.06
lakh at the rate of four per cent
instead of at the correct rate of
' 12.5 per cent. This resulted in
short levy of tax and interest of
Rs. 8.90 lakh.
v ' (a) | Docs the Department agree Yes
| with the facts and figures
included in the paragraph?
If not, Please indicate areas of
{b} | disagreement and also atlach -
' | copies of relevant documents in
support .
v {a) | Does the Department agree -
with the Audit conclpsions?
(b) { If not, please indicate specific
" | areas of disagreement with '
reasons for dizagreement and
‘also attach copies of relevant
documents where necessary
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VI Remedial action taken
E The Commercid Gax Officer, Chittur has revised the
Improvement in system assessment U/s. 25 {1) of the KVAT Act ag per Order
(al and procedttres, ‘No. 73209096072.’,’05-06, 06-07 and 07-08 dated
including internal 20.02.2010 and created additional demand as below.
controls, ’
: i [ Assessmment Year | Tax due Jlnterest
l 00506 478,000 | 2,29,440
i 2006-07 1,0_8,465 39,047
{ 200708 77.007 | 18,482
: L i -
| Assessment order with demand notice had been served
to the assessee on 18.03.2010 and the amount is
advised for RR. An amount of Rs.96000/- is remitted
lunder RR vide chalan No.344/4.8.10. Government
granted stay for the balance amount vide order
. : No.15419/B2/1G/TD du.9.7.10.
i (b) Recovery of overpayment
! pointed cut by audit -
P Recovery of under
|{c) | assessment, short levy or -
other dues '
Modification in the i
(d} | schemes and programmes --
including financing
patiern
le} Review of similar '
cases/complete :
scheme/project in the
light of findings of sample -
check by Audit findings of
sample check by Audit

S ADMANABHA PILLAL

p
Addilidnal secretaly, .
Taxes Deparl.mqnt,
Govt gecretariat
Thifuvananlhapuram..
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Action taken Notes on Cé& AG's Reporte

(a) | Department COMMERCIAL TAXES .
{b) | Subject/Title of the Review Application of incorrect rate of
| Paragraph tax. .
‘A [c) | Paragraph No. 2.12.7.1(10)
{d) | Report No, and Year . | C& AG report cndec‘ 31.3.2010
1 {a) | Date of receipt of the Draft 4.5.2010
Pare/Review in the Department ]
(b} | Date of Department’s Reply | 21.8.10
m A In Commercial Tax Office, IV
Gist of Paragraph /Revitw [ Circle, Kozhikode during the
year 2007-08 an assessee M.
Jaffer, City Aluminium and
Fibre Doors sell assessed out
put tax on a sales urnover of
aluminium/plastic  doors/its
‘parts for Rs. 57.76 lakh at the
rate of four per cent instead of
at 12.5 per cent. This resulted
in short levy of tax and interest
of Rs. 5.89 lakh. '
IV | {a).| Does the Department agres No.
with the facts and figures .
included in the paragraph? .
| f not. Please indicate areas of | The, correct name of ‘commodity
(b} | disagreement and also attah | purchased and sold are PVC
copies of relevant documents in profile and aluminium channel
support instead of Aluminium doors
: which attracts tax @ 4% only.
' {a) i Does the Department agree - ‘

with the Audit conclusions?

(b}

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

documents where necessary
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scheme/project in the
ﬁght of ﬁndmgs of SBmple
check by Audit findings of
_Bample check 'by Audit

VI Remedial action taken
The correct name of commodity purchased and
Improvement in system ‘sold are PVC profile and: aluminivm channel
{a) and procedures, instead of Aluminium doors which attracts tax @
including internal 4% only. The Commercial Tax Officer. has also |
controls. verified the books of account and conducted
physicat . verification of the goods dealt at the
business place of the dealer and confirmed that the
commodity - purchased are fibre doors and
aluminium channel and parts -for making
aluminium doors and sold the same to the
customers and the customers are making door on
their requirements with the help of labourers.
| Hence there is no loss of revenue as stated in the
. audit report.
{b)- { Recovery of overpayment )
pointed out by audit -
Recovery of under
(c}) | assessment, short levy or -
: other dues
Modification in the
d schemes and programmes -
inchuding financing
. pattern
{ej - | Review of similar
cascs fcomplete

5.P

LLAL

DMANABHA Pl
Additiona\ Sccreta:y.,

d pepartment .
o y etariat

e
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Action teken Notles un"C&u 4G's Reports

(a) | Department T COMMERCIAL TAXES
(b} ! Subject/Title of the Review Appiication of incorrect rate of
Paragraph ' tax.
‘| (c)- | Paragraph No. 2.12.7.1{12)
(d) | Report No. and Year C8 AG report endéd 31.3.2010
R (a) [ Date of receipt of the Draft 15.5.2010 -
) Para/Review in the Deparunent
(b) | Date of Department’s Repiy |9.6.10 )
11 in Commercial Tax Office, 11
(rist of Paragraph/Review Circle, Kozhikode durmg the
years 2005-06, 2006-07 and
2007-08 M/s. Solar Marketing
System, Kozhikoede a dealer in
automobile glass and adhesive
tape sclf assessed output tax on
a sales turnover of -adhesive
P tape for Rs. 56.27 iskh at the
: rate of four percent instead of
: at 12.5 pér cent. This resulted
i in short levy of tax and interest
! of Rs. 5.55 lakh.
v {a} | Does the Depairtment agree Yes (Parl.ial].)'_sustéinable}
with the facis and figures
included in the paragraph?
If not, Please indicate areas of
(b) | disagreement and alsc atiach
: cepies of relevant documents in
Support
v (&) | Does the Department agree --

with the Audit eonclusions?

(B

H not, please indicate specific
areas of disagreement with
reasons for disagreement and
alsr attach copies of relevant
documents where necessary

395/2016.
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Remedial
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action LVa}zen‘/

(a)

lmprovement in svstem
and procedures,
including internas
controis.

Dunng the year 2005-06 the audiv ie  completely
sustainabic. For the year 20006-07 the audil has
observed that the Turnover of adhesive tape is Rs.
7,531,727 /- as against the actual amount of Rs.
1,09,6217-. So also the Turnover of adhesive tape as
per audit for the year 2007-08 is Rs. 47,63,817 instead
of Rs. 5,11,660/- only. The wurnover of adhesive tape
adopted in the ‘audit report during the year 2006-07
and 2007-08, including the wurncver of -Aluminium
composit for Rs. 6,22,106/- and Rs. 42,52,157/- which
is taxable @ 4% only. Considering the above, the
assessing authority has revised the assessment Under
Secton 25 (1) The assessee had paid the entire arrear
as follows. .

¥

Year Tax Interest

Chalan No.&
Date
97/29.4.10
181/18.5.10

120/24.6.10

2005-06
2006-07
2007-08

9315
18944
2237

5496
BoQ4
16748

!

b -

Recovery of overpayment
pointed out by audit

Recovery of under
assessment, short 1evy or
other dues

(d}

Meodification in the
schemes and programmnes
including financing
pattern

(e}

Review of similar
cases/complete

.1 scheme/project in the

light of fndings of sample
check by Audit findings of

+ sample check by Audit

S MAN&BHA PILLAL
Additional Secretary,
Taxes Department,
Govt. Secretariat
Thnruvananthapuram.

LTy
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. / .
-Action taken Notes on C& AG's Reports

areas of disagreement with
reasons for disagreement and
also attach copies of relevant

‘(a) { Depattment COMMERCIAL TAXES
{b) | Subject/Title of the Review Application of incorrect rate of
Paragraph tax.
{c) | Paragraph No. 2.12.7.1{(15) .
{d) | Report No. and Year C& AG report ended 31.3.2010
I {a} | Date of receipt of the Draft 29.4.2010
' Para/Review in the Department |
. {b} | Date of Department’s Reply 1.17.5.10 ]
I ] In. Commercial Tax  Office,
Gist of Paragpaph/Rc'ﬁew Koothuparamba in June 2009 it
was noticed that M/s.Kupnothuy
Traders, Uliyil a dealer in supari,
self assessed output tax on the
sales mrnover valued at Rs.40.88
lakh for the year 2005-06 at the
rate of four percent instead of at
the correct rate of 12.5 per cent.
is resulted in short levy of tax
: and interest of Rs.4.83 lakh.
w (a) | Does the Department agree No '
" 1 with the facts and figures '
included in the paragraph?
Ifnot, Fleass indicate arcas of |The commodity deall by the
{b) | disagreement and also attach assessee is not a4 manufactured
- | copies of relevant documents in | preduct” but raw and dried
support . .. .. |Arecanut. lnquiry revealed that
the asscssec is only & dealer in
© | Arecanut. He was purchasing
Arecanut  from Agriculturist
locally. Many of the dealers in
Malabar area are using the term
'_ “New Supari® for Arecanut.
v {a) | Pocs the Departinent agree’ - ’
with the Audit conclusions? . i
{b) | If not, please indicate specific

documents where necessary
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! ‘

Vi Remedial action taken
The assessee in this case is an Arecanut dealeér (Hill
Improvement in system produce . dealer). It is true that the name of the
{a) and procedures, commodity was written as “New Supari® instead of
including internat ) Arecanutin the "Delivery-Note’. The commodity dealt by
controls. the assesgee is not a manufactured product but raw
and dried Arecanut. Inquiry revealed that the assessee
"|is -only a desler in Arecanut. He was purchasing
Arecanut from Agriculturist locally. Many of the dealers
in Malabar area are using the term *New Supari” for
Arecanut. :
Verification of previous years records revealed that
he is dealing only in dried arecanut and he was not
dealing in manufactured Arccanut. Entry 75(2) of the
1V Schedule deals with manufactured products only.
Hence the short levy pointed out by the Accountant
Genera! {Audit) on the basis of mis-interpretation of the
word ‘New Supari’ which is colloquially used for
.Arecanut in that locality is legaily not sustainable and
therefore no revision of assessment is needed in this
: case.
(b} Recovery of overpayment
4 pointed out by audit -
Recovery of under
(3] assessment, short levy or -
other dues
- | Modification in the
{d} sthemes and programmies -
including financing __
pattern -
le) Review of similar
cases/complete
scheme /project in the
light of findings of sample .
check by Audit findings of
1 sample check by Audit- - .

DMANABHA PILLAL
‘Addilional Secretary,
Taxes Depanme:m.
Govt. gecretariat
Thiruvananthapuram.

w
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PO

Actxon t.nken Notes on C& AG’s Reports

(a) Departrnent COMMERC!AL TAXES
1B Subje.ct/'l‘lﬂe of t_he Review Application of incorrect rate of
Paragraph tax. : '
{c) | Paragraph No. - 2.12.7.1(17)
-(d) | Report No. and Year C& AG report ended 31.3.2010
H-  |(a) [ Date of receipt of the Draft 29.4.2010
'| Para/Review in the Department .
(b} | Date of Department’s Reply |9.6.10 ‘
m ] In Commerdial Tax Officer, 1=
i i Cixcle, Kozhikode, it was noticed in
Gust of Paragraph/Review 1 0 F = 0000 that a dealer M/
‘| Exeell Trading Agencics asscesed
out put tax on the sales turnover
of dettol valued gt Rs, 50.92 lakh
for the year 2007-08 at the rate of
i | four per cent instead of at the
correct ratc of 12.5 per cent. “This
resulted in short levy of tax of Rs.
3.82 lakh.
wv (a} | Does the Depa.runent agree Yes
with the facts and figures
| included in the paragraph?
If not, Please indicate areas of -
-| (b} | disagreement and also attach
copies of relevant documpnts in|
| support
v (a} | Does the Department apee --

with the Audit conclusions?

(b)

‘If not, please indicate specific -

areas of disagreement with

reasons for disagreement and
also atiach copies of relevant
documents where necessary |
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Vi Remedial action taken
f The Commercial Tax Officer, 1+ Circle, Kozhikode has
i lmprovement in system revised the assessment for the year 2007-08 in respect
@ and procedures, - of ﬁﬁ.blﬁxc?i I;"lding J:gdency 31311? tal.lwd auclitd is{
. S sustainable. Je has created an a onal demand o
including internal Rs. 7,55,264/- as tax, Rs. 1,78,370/- as interest and
controls. Rs. 10,000/- as penalty. The revised order and the
demand notice were served by the assessing authority
on 23.03.2010 and arrears advised for Revenue
Recovery. o -
Thereafter the dealer preferred an appeal beiore Depurty
Com:nissioner (Appeals), Kozhikode and the appellate
+ authority has directed to modify the assessment. The
dealer filed second appeal against the order of Deputy
- Commissioner {Appeals) and the STAT, Ernakulam has
grented stay till the disposal of appeal.
(b} | Recovery of overpayment
pointed out by audit -
: A '-Recoyery of under
: ; jc) | assessment, short levy or -
i ‘other dues ' T
! .Medification in the
(d] | schemes and programmes -
including financing
pattern )
Pc] | Review of similar
cases/cotnplete
| scheme/project in the
light of findings of satple | -
check by Audit findings of
sample check by Audit

5P DMAN

ABHA PILLAL
Additional Secretary,
Tases Deparime_m,
Govt: Secretanat
Thiruvanamhapuram.
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Action takeu Notes on C& XG’s Reports

(a} | Department COMMERCIAL TAXES
(b} | Subject/Title of the Review Application of incorrect rate of
Paragraph tax.
{c) | Paragraph Ng. 2,12.7.1{18} L
(d) [ Report No. and Year C& AG report ended 31:3.2010
[t {a} | Date of receipt of the Draft 26.5.2010
| Para/Review in the Department.
(¥) | Date of Department's Reply | 7.8.10 -
il ’ . : ~ |In Commercial Tax Office, Payya-
. Gist of Par h ; {anur in  August 2009, the
. agraph/Review Accountant General has noticed
that an assessee, C.H.Abdulia &
Sons assessed ‘the turnover of
Triveni face pack, a cosmetic
vaited at Rs.21.31 lakh at the rate
- of zers percent instead .of at the
correct rate of 12.5%. This
resulted in short levy of tax and
: : interest of Rs.3.73 lakh,
v - (a) | Does the Department agree
with the facts and figures Yes
included in the paragraph?
If not, Please indicate aress of ,
(b) | disagrecment and also attach
copies of relevant documents in
support Lo
v {a) | Does the Departinent agree -

.| with the Audit conclusians?

|

H not, please indicate specific
aregs of disagreement with

reasons for disagreement and
also attach copies of relevant

| documents where necessary
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VI Remedial action taken
On the basis of audit observation, the Commercial Tax
Improvement in system Officer, Payyannur has completed the assessment to the
(a) and procedures, ’ -b;st ju:eil:lnent fo; ;hlcoyedar 20(‘)15-;36 in re;p_ect of tht;‘
: i abave er on'2.2.10, demanded tax and interest o
including internal Rs.3.86 lakhs. (Tax Rs.2,68,690 + Interest Rs. 1,18,224)
controls. The detnand notice was served on the dealer on 17.2.10
and thereafter advised for RR.  As per VATA 598/10
dt.22.1.11 the Deputy Commissioner [Appeals}-II,
Kozhikkode has remanded the assessment for fresh
disposal. Actordingly, assessment has been completed
on 18.1.2012 refixing the tax and interest at
Rs80,414/- and Rs.60,403/- respectively. The
modified demand is intmated to the RR authority.
{b) [-Recovery of overpayment
pointed out by audit --
Recovery of under
ic) assesament, short levy or -
other dues
- Modification in the .
{4} | schemes and programmes - i
including financing
pattern
{e)} | Review of similar
cases/complete
scheme/project in the.
Light of findings of sampie -
check by Audit findings of
sampie check by Audit

DMANABHA PILLAL
Additional Secretary,
Taxes Departirent,
Govi. Secretariat
Thiruvanaithapuram,

S.P
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Action taken Notes on C& AG's Reports

{a) | Department COMMERCIAL TAXES
{b) | Subject/Title of the Review . | Application of incorrect rate of
Paragraph fax. a
(c) | Paragraph No. 2.12.7.1(19}
{d) { Report No. and Year | C8 AG teport ended 31.3.2010
i} {a) | Date of receipt of the Draft 22.2.2010 '
| = | Para/Reviewin the Department | -
{b) | Date-of Department’s Reply | 25.3.10
Im . - o ' In- the Commercial Tax Officer,
Gist of Paragraph/Review . Manjeri, it was noticed that
S ’ M/s. AMS Spices and Food
| Products {P) Ltd. for 2005-06
and 2006-07, a dealer selling
pickles assessed Cutput tax on
5 .. ithe sales turnover of Rs. 43.61|
" "llakh @ four percent instead of
the correct rate of 12.5 percent.
Short levy of tax worked out to |
Rs. 3.71 lakh.
IV (a) | Does the Department agree .
with the facts and figures | No
| included in the paragraph? .

‘ If not, Please indicate ereas of ' | The pickles manufacrured by
(b) | disagreement and also aftach | the asseasee, :'ga not: been
| copies of relevant docuinents in | regigtered P Mark . Act

support 1999, Hence the mate of tax
' applicable is only 4% vide Entry
49 of Schedule III to the KVAT
‘ . . Act, - .
v (8) | Does the Departmnent agree " -
with the Audit conclusions?
(b) | If not, please indicate gpecific
areas of disagreement with
reasons for disagreement and
" | also attach copies of relevant
documents where necessary

395/2016.

PRI
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vl Remedial action taken
. The assessment was completed U/s 25 of KVAT Act
. Improvement in system 2003 on 03.03.09 and created an. additional
(8) | and procedures, demand of Rs. 1,19,520/- for 2005-06 and
including internal Rs. 2,51,197/- for the year 06:07, in view of the
controls. Audit. The collection of additional dcmand created
{ has been stayed by the Honourable High Court of
| Kerala as per Order No. WP {C) No. 29528/05 dtd.
16.10.09- The product, "Super. Nova Pickles”,
manufactured by the assessee has not been
registered under;. Trade Mark. Act, 1999,
Subsequently, the . assessments were ' modified
't adopting tax @ 4% in pursuance of the order of the
Deputy Commissioner (Appeals), Ernakulam in
KVATA.2238/09 and 2239/09 dated 1.3.2011.
{b} .| Recovery of overpayment
pointed out by audit - )
. |:Recovery of under
e} asgesament, short levy or -
: other dues
Modification in the -
(d) schemes and programmes -
including financing' -
pattern
{e} | Review of similar
cases/complete
scheme/project in the
light of findings of sample -
check by Audit findings of

sample check by Audit

S PADMANABHA PILLAI
Additional Secretary, '
Taxes Depar‘ment, .
Govt. Secretariat
* . Thiruyananthapuram,

LR
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)

Action taken Notes on Cs AG's ggl ports

.COMMERCiAL TAXES

| documeits where neceasary

(&) [ Department
(b) | Subject/Title of the Review | Application of mcorrect rate of
' Paragraph tax.
{c) | Paragraph No. |212.7.1{21)
{d} { Report No. and Year ] C& AG report ended 31.3.2010
It {8} | Date of receipt of the Draft 14.6.2010 -
] ) .| Para/Review in r.heDepart_ment -
. | b} | Date of Departiment’s Reply .| 21.1.11 -
e . Ir Commercial Tax - Office,
ist : iew Special Circle - I, Emakulam,
Gist of Paragraph/Review. scrutiny of ..
' - records it was noticed that, .
M/s.PrumarSenFoods(Enml,
a dealer in Marine product
asscascd tax for the yesr 07-08
s 1M -on the sales turnover of frozen
marine products valued at Ra.
. 67.19 lakhs at the rate of zerp
\pmmmadofattharmd .
4% which resulted in short levy -
of tax-and interest of Rs. 3.17 -
V[ | Do e Bepariment g |
: " | with the facts and figures Yes
mctudcdmthspmmh? b
. | Ifnat, Hmemd:m:{gemuof
(b). dllam'eemantandﬂaoamnh e
_ cop:esufrelcvantdonmanum ..
1V Jla ‘DocstheDeparunmtagree -
R -with the Audit conclnsions? i
() | If not, please indicate specific '
| areas of disagreemenit with
reasons for disagreement and .
. also attach copies of relevant
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/
Vi Remedial action taken .
M/s, Premier Sea Food (Exim} is an assessec
. Improvement in system | on the rolls of Asst. Commissioner, Special - 11,
'(a) | and procedures, Ernakulam bearing TIN No. 320711564353.-

including internal
controls.

The assessee filed annual retumn for the year

| 2007-08 declaring a total and exempted

turnover of ‘Rs. 32,08,86,169/-. On further
verification of revised annual return and Form
13 & 13A filed by the assessee certain
irregularities noticed. Though the assessee
dealt with mainly marine produst, out of the
total turnover the dealer declared a turnover of
Rs. 6718900 is- frozen marine product but
assessee availed exemption for the entire
turnover. It is noted that as per entry 84 of 3«
schedule of KVAT Act 2003 all frozen marine
products attract tax @ 4%.

The audit ohjection pointed out by the
“Accountant . ‘General 'is sustainable. On

subsequent verification of .revised annual
return . it -was revealed that there was no
supporting evidence to the export sale and
consignment sale of DEPB income. Hence the
assessment reopened /s 25(1) of the KVAT
Act and completed the assessment u/s 25(1) of
the Act by fixing a taxsbic turnover of Rs.

1,57,79,920/ - vide proceedings dated 28.2.10.

As a result, an amount of Rs. 7.75,372/-
including interest was created ‘by way of
demand and demand notice issued to the
assessee. - It is inclusive of the tax of Rs.
268,756/ which was pointed out by the

Accountant General’s Office.  Against this
“proceeding, the assessce. filed -appeal. The

Deputy:. Commissioner {A} vide Order KVATA
1787/10 -dated 04.06.2010 directed the
asséssee to remit 25% of the amount due and

" furnish:security bond for the balance amount.

In this regard the asscssee remitted an amount
ofiRs. 1,94,093/- and furnished the security
bond. Thus the stay condition complied by the

ABSCH/BEE.




l‘b} .RECDVQ'IY Of . i .

overpayment pointed
d -
out hy audit

(c) Recovery of under
assessment, short levy -
or other dues

.} Modification in
th

(@ | schemes and he 1
programmes includi -
. ing
ﬁ.ﬂa.ﬂmg Pattcrn -

(e) ‘ Review of similar
e cal:ca[ complete
scheme/project in th b
. e
light of findings of
sample chock by Audit
ﬁnd_\ngs of sar ple v
check by Audit

S. ANABHA PILLAI-
Additional Secretary,
Taxes Department, )
Govt. gecrelariat
Thiruvananthapura‘m.
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Action taken Notes on Cé AG's Reports -

attach copies of relevant
documents in support )

(a) | Department COMMERCIAL TAXES
1 {b) | Subject/Title of the Review Application of incorrect rate of
" | Paragraph tax. . '
{c) -| Paragraph No. 2.12.7.1{23)
{d) | Report No. and Year’ C# AG report ended 31.3.2010
I {a) | Date of receipt of the Draft -4.5.2010
; | Para/Review in the Department
. (b) | Date of Department’s Reply | 3.3.10
1HE . In the Commercial Tax Ofﬁce, :
Gist of Paragraph/Review Chalakkudy during- the year
S S 2006-07 ~Sri. .C.0. Xavier,
Chalakudy Marketing Agencies,
a dealer in battery, detergent,
gingely oil etc self ‘assessed
output tax on & sales tumover
of batteries and detergents for
Rs. 28.07 jakh at the rate of
four percent instead of at the
correct rate of 12.5 per cent.
This resulted in short levy of
out put tax and interest of Rs.
. 2.93 lakh.
IV~ | (a) | Does the Department -agree
’ with the facts and figures No
| inctuded in the paragraph? .
~ 1 1f not, Please indicate areas | The -asscssing enthority verified |
(b) | of disagreement and also | the book of accounts and. is

| convinced that® the assessee

started business in detergents-and

*] battery from 1,11.06 only and the
.| tota! sales of this items duiing the.

year is only for Rs.183195.82 for

which the asscasee had conceded

and pmd tax @ 12.5% though
mistakenly noted.as sunilower- oil

‘and biscuits in the annual return,

(X}
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4

(a),

Docs the Dci:a_.runcnt ;gree
with the Audit conciusions?

)

If not, please indicate

specific areas of

. disagreement with reasons

for disagreement and also
attach copies of relevant -

| documents where necéssary
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Remedial action taken

(8}’

Improvement in system

. and procedures,

including internal
controls.

Sri. C.O. Xavier, Chalakudy Markctmg Agencies,

.| Chalakudy is an assessee borne on the rolls of

Commercial Tax Officer, Chalakudy and a dealer
in battery, detergent, coconut oil, cake gingely oil,

ete. When the defect was pointed out, the |’

assessing - authority has called for and re-

examined the assessment records and books of

accounts of the degler. On verification, it is found
that the assessee has started- business in

detergents and battery from 01.11.2006 and !
| the total. purchase and sales of this items

during the vyear is only for Rs. 1,97, 976.87 .and
Rs. 1,83,195.82 respectively.

In the annual return, the dealer had dcclarcd a
turnover of Rs. 1,83,195.57 as 12.5% taxable
turnover and this relates to the sales tarmover
of battery and detergents. But while preparing

" the return, the above turnover was returned as

‘sales turnover of sunflower oil and biscuits.
This aspect -is clear from the remam and -
enclosures and Profit and Loss Account filed by
the dealer for the year and there is no revenue
loss in the case.

(b)

Recovery of
overpayment pointed
out by audit

)

Recovery of uhder
assessment, short levy

‘or other dues

{d)

Modification in the
schemes and

programmes including:

financing pattern

(1]

Y
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T

Revie'w of similar
cases/complete

scheme/ project in the .

light of findings of
sample check by Audit
findings of sample
check by Audit

{

|
i_
|
l

395/2016.

S PADMANABHA PILLAI
Additional Secretary,
Taxes Depariment,
Govt. Secretariat
Thiruvananthapuram.
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Action taken Notes on C& AG's Reports

areas of diaagremeﬁt with

'| reasons for disagreement and
| alse attach copies of relevant
1 documents where necessary

(a) | Department COMMERCIAL TAXES
{b} { Subject / Title of the Review Application of incorrect rate of
Paragraph tax. o
(¢} | Paragraph No. 2.12.7.1(24)
> 1 {d) | Report No. and Year Cé& AG report ended 31.3.2010
{a) | Date of receipt of the Draft 4.6.2010
Para/Review in the Department o
(b) | Date of Department’s Reply | 23.11.10 . ) ‘
| " 1In the Commercial Tix Ofilcer,
N ; {enr cial Circle-I, = Ernakulam,
Gist 9{ Paragraph{Re;new ipu:ing scrutiny. of records i was
noticed that a dealer in motor
cycles and mopeds M/sT.V.5
Mowrs Co. Lid. asscssed tax on
] the sale of vehicle to ‘individuals |
- i. | through- military canteens and
canteen stare Department for
Rs.12.13 lakh sand Rs 34.76 lakh |
d during 05-06 and 06-07 at half the
rate of tax which resulted in short
. L levy of tax of Rs.2.93 lakh,
{&a) | Does the Deparoment agree )
with the facts and figures Yes
included in the paragraph? ’
If not, Please indicate areas of
(b) | disagreement and algo attach’ .
. copies of relevant:docyments in
"+ | support - '
{a} | Doea the Department agree -
) with the Audit conclusions?
(b} | H not, please indicate specific

Y
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Remedial action taken

assessment, shert fevy

or other dues

\'2!
: | M/s.TVS Mators Co. Ltd. is an’ assessee on the
Improvement in system- rolls of cifice of the Asst.Commissioner, Special
@) and procedures, Circle-i, " Ernakulam bearing ° TIN
including internal 1 No.32070263455. :
controis. The final assessment m this *case was
completed under section 25(1) of KVAT Act as
per order dated 7.6.2008. The sales 1o
Canteen Stores Department by the assessee is
_assessed @ 12.5% as against the conceded rate
of 6.25%. The demand as per the revised order
dated 6.2.10 is Rs.279645 and Rs.1,34,027 as
tax and. interest respectively. This. amount’is
under RR {RRC No.A2-31/16-11 dated 14.9.10)
(b) | Recoveryof
overpayment pointed -
out by audit
Recovery of under
{c) -

dh

Modification in the
schemes and
programmes incinding

| financing pattern

@

Review of similar
cases/complete .
scheme/project in the

light of findings of

sample c¢heck by Audit
findings of sample

check by Audit

ADMANABHA PILLAS
Additional Secretary,
Taxes Department,
Govi. Secretarial
Thiruvananthapuram..
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Action taken Notes on Ci& AG’s Reports

{a) | Department - COMMERCIAL TAXES
(b} { Subject/Title of the Review | Application of incorrect rate of
Paragraph tax.
" {c) | Paragraph No. 2.12.7.2 :
(d) | Report No. and Year Cé& AG report ended 31.3. 2010
41 1 {@) | Date of receipt of the Draft 4.6,2010
Para/Review in the Department §
(b} | Date of Department’s Reply | 80.6.2011
mo. 1 Gist of Paragraph/Review | In Commercial Tax Office, Special
. : . . | circle, Mattancherry at Aluva the
Accountant General has noticed in
r September 2009 that M/s. Quilon
8 Trading , Company, a dealer|
asseased tax for the year 2007-08
on the sales turnover of Ujala
i i [Supreme valued -at Rs. 2.36 crore
at the rate of four percent and the
pales turnover of Ujala stiff and
ghine valued at Rs. 9.43 lakh to
canteen stores department at two
= percent instead of at the correct
7ate of 12.5 percent and 6.25%
respectively. This resulted in
ghort levy of tax and interest of Rs.
: | 2394 lakh.
i E7Y) DoestheDepm‘pnmtigree AR
with the facts and ﬁgurcs Yes
included in the paragraph? ’
If not, Please indicate aréas of
(b) | disagreement and also atiach
. copies of relevant documents in
support L
v {a) | Does the Department agree an
with the Audit con¢lusions? e
(b} {-If not, please indicate specific -
- arcas of disagreement with .
R reasons for disagreement and N
| also attach cqpies of relevant
docyments where necesaary

LY ]
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Vi - Remedial action taken
- In accordance with the audir, the assessment is
| lmprovement in system compleied as per Order No. 32150720812/07-08
{a) and procedures, dated 13.05.11 creating - Addl. Demand of
including internal Rs. 20,46,469/- and interest Rs. 8,18,588/- and
controls. . the demand is under RR. Which is stayed by the
Hoiv'ble Court in WPC.6602/11 till disposal of the
case pending considerationi on the issue ~iik
various Courts, o .
(b} - 1 Recovery of
overpayment pointed -
out by audit
: | Recovery of under
{c) | assessment, short levy -
- " ) or other dues
.+ Modification in the
{d) | schemes and -
programmes inciuding
financing pattern
(e} Review of similar
cases/compiete
scheme/project in the
light of findings of -
sample check by Audit
findings of sample

check by Audit

ADMANABHA PILLAL
.Addiliona'! gecretary,
‘Taxes Deparlmgm,
Govi. sacrelariat -
Thiruvanamhapuram_
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Action taken Notes onn C& AG's Reports

COMMERCIAL TAXES

with the Audit conclusions?

{&) | Department
(b} | Bubject/Title of the Review Short levy due to application of
Paragraph incorrect rate of Input Tax
\ credit.
{¢) | Paragraph No. 2.12.13(1) .
(d) | Report No. and Year Cé& AG report ended 31.3.2010
{a) | Date of receipt of the Draft - 26.4.2010
Para/Review in the Department
{b) | Date of Department’s Reply | 1.7.10
- | Gist of Paragraph/Review In Commercial Tax Office,
. , Special Circle- 1, Kozhikode it
was noticed that an assessee
M/s.MIMS Lid. availed input
|} tax credit for the years 2005-06 |
sy g fand 2006-07 at the incorrect
rate of 12.5 percent on the
purchase tumnover . of
pacemaker, stents etc., for Rs.
132.65 lakh which was actually
RO taxable at four percent. This
resulted in short Jevy of tax and
interest of Rs. 14.79 lakh.
{a) | Does the Department agree
with the facts and figures Yes
intluded in the paragraph?
If not, Please indicate areas of ~
{b) | disagreement and also attach
= { copies of relevant documents in
-] support
{a) | Does the Department agree --

®

if not, please indicate specific
areas of disagreement with
reasons for disagréement and
also attach copies of relevant
documents where necessary

w
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vl Remedial action taken
! The assessment in respect of M/s. Malabar |
Improvement in systein Institute .of Medical Science Lid., Govindapuram, |
{a) and procedures, Calicut for the year 2005-06 was completed vide
in¢luding internal crder dtd. 14.5.2010 and the assessment was
controls: modified in  pursuance to VATA 642/10 dtd.
19.7.2010 of Deputy . Commissioner (Appeals),
Kozhikode demanding tax for Rs. 59,803/~
{Rupees Fifty nine thousand eight hundred and
three only}) and interest for Rs. 2,05,035/- (Two
lakhs five thousand and thirty five only). The
dealer remitted the said amount vide chalan No.
320 dtd. 19.10,2010. ’
The assessment in respect of MIMS for
the year 2006-07 was completed vide order
did. 11.10.2010 and modified in pursuance to
VATA 643/10 dtd. 19.07.2010 of Deputy
Commissioner {Appeals), Kozhikode demanding
tax for Rs. 78,819/- (Hupees Seventy eight
thousand eight hundred and nineteen only)
and interest for Rs. 4,12,118/- (Rupees four
_lakbs twelve thousand one hundred and
_eighteen only). The dealer remitted the said
amount vide chalan No. 322/19.10.10.
{b) Recovery of
overpayment pointed -
out by audit
) Recovery of under
[c) | assessment, short levy’ -
or other dues
Modification in the
id} schemes and -
programmes including
financing pattern




{e)

I Review of si-nilar

| cases/tomplete
| scheme/project in the

i light of findings ef

{ sample check by, Audit
findings of sample

| check by Audit

(X ]
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Action taken Notes on C& AG's Reg

T@

Department ) COMMERCIAL TAXES
b} | Subject/Title of the Review Short levy due to application
| Paragraph - rate of Input Tax credit.
(c} | Paragraph No. '2.12.13(2) _
(d} | Report No. and Year. 1 C8: AG report ended 31.3.2010
i {a) | Date of receipt of the Draft .- | 6.5.2010 T+
| Para/Review in the Department )
{b] { Date of Department’a Reply | 6.7.10 .
Hr ' | Gist of Paragraph/Review - |In Commercial Tax Officer,
. Special Circle-ll, Kozhikode it
w0 wds noticed in January 2009
that- M fe.Veekesy Polymers (P) |-
Ltd., a manufacturer and dealer
| in plastic footwear availed input
. tax credit for the year 2006-07
. at 12.5% on the purchasé |
turnover of plastic compounded
|valued at Rs:1.07 crore which
'} was actually taxable at the rate
of 4%. This resulted in short
levy of tax and interest of Rs.11
v {) | Does the Department agree |
with the facts and figure No
included in the patagraph? . | :
A Ii not, Pleasc indicate areas [ M/s.Veekay Polymers Pvt, Ltd,
(b} | of disagreement and also had paid tax 12.5% to ‘their
* | attach copies of relevant ~ |sister concern viz Dimesco
documents in support . jFootcare - India Pvt. . Lid., ]
. . : Malappuram and they inturn
pdid the same to Govt. and that
thcre is no revenue loss to the
state and on this ground “the
) GOVI as per G.O.[MS)No.38/
11/TD dt. 28.2.11 had passed
orders whereby there is no
demand draft at present.

395/2016.
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Does the Department agree

| with the Audit conglusions?

. j (bl

If not, please indicate
specific areas of

{ disagreement with reasons

for disdgreemnent and also

“attach copies of relevant

documents-where necegsary -

()

vt
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Vi Remedial action taken
] . . The audit objection raised is that the assessee has
Improvement in system availed ITC for the year 06-07 at 12.5% on the
| s procdurcs, puchane ourioves o plasic compeund aloed
) N .07 crore w was e ¢ rate
including internal 4%. Now the assessment for the year 06-07 has
controla. " been completed disallowing the excess [TC availed
i on plastic compound of Rs.9,09,326/- and penal
interest aiso levied. . .
M/s.Veekesy Polymers Pvi.Ltd. had paid tax 12.5%
to their sister concern viz, Dimesco Footcare India
Pvt.Ltd., MLPM and they in turn paid the same to
Govt. and that there is no revenue. loss to the state,
Government have therefore cancelled the action of -
_the assfgsing autherity.in having raised demand to
recaver the excess Input tax’credit amounting to
Rs.9,09,326 availed by the dealer for the year 06-°
07 as a special case. | : .
(b} | Reecovery of uverpayment |
: pointed out by audit --
Recovery of under
‘(¢ ) |assessment, short levy or -
otherdues -
- ‘Modification in the 5
(d) |schemes and programmes -
including financing
pattern ’
(e} | Review of aimilar
cases/complets
scheme/project ini the
light of findings of sample -
check by Audit findings of N
sample check by Audit

s ADMANABHA,.P[LLM
‘Addit‘wnal gecretary,

Taxes Dep_artmenl.
Govt gecretariat

: Thiruvananthnpuram.
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Action takien Notes on Cé: AG's Reports

{a)

' Department

COMMERCIAL TAXES

{b)

Subject/Title of the Review
Paragraph

Short levy due to application of
incarrect rate of Input Tax
credit.

®.

‘| support

copies of relevant documents in

' Paragraph No. 2.12.13(3)
| id) | Report No. and Year C& AG report ended 3]. 3.2010
Il (a) | Date of receipt of the Draft £6.5.2010
) . Pard/Review in the Department
(b} | Date of Department’s Reply | 18.6.2010
I Gist of Paragraph/Review In Assistant , Commissioner,
- Special Circle, Malappuram, the
Accountant General has noticed
that an assessee M/s.Diadora
Shoes Pvt. Ltd. cldéimed Input
tax credit for the year 06-07 at
the rate of 12.5% on -the|
purchase turnover of “Eva
i Compound '(Plastic Compound)
for Rs. 94.92 lakh which was
actually texable at the rate of
4%, resuited a short levy -of Rs.
9.84 lakh.
v {a) | Doea the Department agree )
‘I, | with the facts and figures No
included in.the paragraph?
If not, Please indicate arcas of | The assessee had paid tax
disagreement end also attach 12.5% to their sister. concern

viz Dimesco Footwear India Pvt.

Ltd., Malappuram and they in}

turn - paid the same 1o
Government and that there is
no revenue loss to the state and
on the abov%e ound the
Government | Order’ . dated
18.6.2010 had passed orders

| whereby there is no demand at

present.

(5
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Does the Department agree

specific areas of
disagreement with reasons

" for disagreement and also

attach copies of relevant
documents where necessary

{a) -
. | with the Audit conchisions?
(b} | If not, please indicate




VI
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Remedizl action taken
o The assessee claimed Input Tax Credit for the year
. Improvement in system | 06-07 @ 12.5% on the purchase turnover of Evae
(&) and procedures, Compouné:l_on Fis. 94.9;‘2 lt;kylil The seme isfa- pla.sﬁg
; e compound ie polymer of ethylene in primary form an
| 1:::]1':?123 mt.eme_ﬂ - actually taxable at 4% which resulted in excess credit
: of Rs. 8,06,804/- - : ‘ )
: The assessment was Tevised u/s 25{1} of KVAT
. Act on 16.09.09 and additionsal demand created Rs.
17,74,973/- including interost and settlemerit fee.
- M/s:Diadora Shoes Pvt. Lid. had paid tax 12.5% |
to their sister concern viz, Dimesco Footwesr -India
Pvt.Ltd., MLPM and they in tum paid the same to
Govt. and that there is no revenue loss to the state.
Hence Government have cancelled the action of the
assessing authority in having raised’ demand to
' ‘recover the excess Input tax- credit amounting -to
Rs.B06805/- -availed by M/s.Diadora Shoes Put
Limited for the year 06-07 as a special case as per 3.0
‘ . (MS}155/2010/TD dt.18.6.10. _ i )
.(b) Récovery of overpayment . . :
. pointed out by audit -
Recovery of under .
{c} | @ssessment, short levy or - .
: other dues
| Modification in the
{d}* |schemes and programmes . --
‘ including financing
‘pattern : ,
(¢) | Review of similar
: cases/complete -
scheme/project in the
light of findings of sample’ e
check by Audit findings of
sample check by Audit : '

: .PADMANABHA piLLAL f
Additional gecretary
Taxes Departmgut.
' @Govt, Secretariat
- 'Thiruvanamhapuram.

44
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_ Action taken Notes on C& AG's Reports

W@

arcas of disagrecment with
reasons for disagrecment and
also attach copies of relevant
documents where recessary

Departmeht COMMERCIAL TAXES
(b) { Subject/Title of the Review | Bhort levy due to appln,atmn of
) Paragraph incorrect rate of Input Tax
F credit.
{¢). | Paragraph No. ‘| 2.12.13(5)
{d) | Report No. and Year C8 AG report ended 31.3.2010
|1 (a} | Date of receipt of the Draft .| 29.4.2010 .
Para/Review in the Department
- (b) | Date of Department’s Reply [ 9.6.10.
m Gist of Paragraph/Review In Commercial Tax Oﬁ.'we, Special [
: - ' Circle, Mattancherry in January
2009, it was noticed that M /&, Live
Long Nutracanticals Ltd., Aluva,
an. assessee availed input tax
-credit for the years 05-06 and 06- |
07 at the rate of 12.5%. on the
purchase of Flex seed Oil/Linseed |
Qil for Re.26.87 lakh which was |
actually taxable at the rate of 4%.
This resulted in short lcvy of tax of
. R - : Rs.2. 28 lakh, ’
TV . |{a) | Does the Department agree
‘ . | with the facis and figures No ’
included in the paragraph? _ :
[ not, Fleasc indjcate areas of | The Commeodity dealt with by |
{b) | disagreement and also attach | the assessee compeny is double
- | copies of relevant dmmm in | poiled Linseed oil and Blown
S“PP"“ : Linseed oil which is taxable at |
12.5% (item No.74 in the list of
12.5% item of goods).
v {a) i Does the Department agree - .
with the Audit conclusions?
{b} | If'not, please indicate apecific
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vl Remedial action taken
The item of goods purchased by the assessee is
Improvement in'system | the vitamin ‘E’ added to .the processed and
(a) and procedufes, purified essence oil of flax seed/linseed, not flax
including internal seed oil/linseed oil as  pointed out by the
controls. Accountant General, This commodity has been
: grouped and coded as 90086 under the heading
essences, essential oil & spice oils, The
Commodity dealt with by the assessee company is
double ‘boiled Linseed oil and Blown Linseed oil
which is taxable at 12.5% (itern No.74 in-the list
of 12.5% item of goods}.
{b}, | Recovery of overpayment-
" | pointed out by audit -
) Recovery of under
| {c ) | assessment, shqrt— Jevy or -
‘other dues
Madification in the ]
(@) |schemes and programmes -
including inancing -
pattern '
(€] | Review of similer
cases/complete
scheme/project in the
light of findings of sample. -
check by Audit findings of
sample check by Audit

3 PADMANABHA PILLA}
Additional Secretary, ]
Taxes Deparlme_nt. )
Govt. gecretarial
Thiruu'ananthapuram.

[N
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Action taken Notes on Cé AG's Reports

(@)

Deparunent

'COMMERCIAL TAXES
!

{b)

Bubject/Tite of the Review
Paragraph

Short levy of tax due to

.{ incorrect exemption.

(e}

Paragraph No.

2.12.17.2

(d)

Report No. and Year

C& AG report ended 31.3.2010

I

(&)

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

6.5.2010

{b) |

Date of Department’s Reply

16.6.10

i

Gist of Paragraph/Review

In the office of the Commercial
Tax Officer, Haripad. While
finalising the assessment of
M/s. V.S.K. Exports a dealer in
paper for the year 2004-05, sale
of paper 1w Government
departments for an amount of
Rs. 2.94 Crore were exempted
treating the sales as El sales.
As the purchase order was
placed well in advance of the E1
purchase it is evident that sale
was not effected during. the
movement of goods from one
state to  another, The
exemption granted under
provisions of Sec. 6{(2) of CST
Act is irregular. This resulted
in short levy of tax amounting
to Rs. 13.39 Lakh.

v

{a)

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

Yes

(0}

!
I

If not, Please indicate areas
of disagreement and also

! attach copies of relevant

documents in support

39572016,

.
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\

(a)

Boes the Department agree
with the Audit conclusions?

(b

If not, please indicate
specific areas of

-disagreement with reasons

for disagreement and also -

-1 attach copies of relevant

documents where necessary -

L]
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Remediel action taken

(a)

Improvement in system
and procedures, -
including internal

" controls.

The assesgment was revised under section 19 of

-t the Act as per the order no. 13191965/2004 05

dated 30. 0320 10.

=}

Recovery of overpayment
pointed out by audit

ey

Recovery of under
assessment, short levy or-
other dues'

{d)

-’ Modification in the
+ | schemes and programmes

including ﬁnandng
pattern

118

*| Review of similar

cases {complete

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

5 PADMANABHA PILLAIL
Add.ncnal Secretary,
Taxes Depanment
Govl. secrelariat
Thiruvananthapuram,
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Action taken Notes on C& AG’s Reports

+ Para/Review in the Department

{@) | Department COMMERCIAL TAXES

{b) | Subject/Title of the Review : | Application of incorrect rate of
Paragraph . wax. ‘

{c} 1 Paragraph No. 2.12.18.1

{d) | Report No. and Year C& AG report ended 31.3.2010

‘(a) | Date of receipt of the Draft 4.6.2010

(b)

Date of Department’s Reply

29.7.10

Gist of Paragraph/Review

During scrutiny of records in
Assistant ‘Commissioner,
Special Circle, Palakkad the
Accountant General noticed
that while finalising - the
assessments of M/s. Precot

.. | Mills" (P) Ltd, Khanjikode, &

dealer in cotton yern, whose
interstate sales turnover of
cotton yarn not supported by

| declaration in Form C was
| valued at Rs, 6.32 Crore and

Rs. 1.36 crore for the years
2002-03 and 2003-04
respectively,  the

the rate of tax at two percent
and one per cént respectively
instead of four per cent. This

resulted in short levy of tax of
Rs. 21.33 lakh.

assessing |-
| authority  incorrectly applied |

{a)

1included in the paragraph?

Does the Departivient agree
with the facts and fipures

Yes

)

-of d@aagrecmcnt and also.
| attach copies of relevant

If not, Please indicate areas

documents in support

“r
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{a} | Does the ﬁepa.ﬂment agree -
with the Audit cenclusions?
If not, please indicate

{b)

specific areas of
disagreement with reasons
for.disagreement and also
attach copies of relevant
documents where necessary
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A Remedial action taken
: The CST assessment for. the year 02-03° was
Improvement in system completed afresh as per the audit view and the
(@) | and procedures, assessee paid the . entire balance amount- in
including internat amnesty i.e,, Rs.1263161/-. towards CST and
controls. Rs.126316/- towards interest.
|The CST assessment for. the year 03-04 also
completed afresh as -per proceedings dated
148,11 of the Asst.Commissioner [(Assmt.)},
Special Circle, Palakkad - and the additional
demand .created Rs.2,72,784/- (CST) ‘and
Rs.24,005/- (interest) was paid by the assessce in
amnesty on 20.09.2011.
(=] Recovery of overpayment
pointed out by-audit -
Recovery of under
(c) iassessment, short levy or -
-1 other dues
Modification in the - _
(¢ | schemes and programmes. - .
- including financing -
pattern
(e} Review of similar
' cases/ complete
scheme /project in the
light of findings of sample -
check by Audit findings of
sample check by Audit

L]

ADMANABHA PILLAL
Additional Secretary,
Toxes Cepartment,
Govt. Secretariat
Thiruvananihapuram.

(2]
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Action taken Notes on C& AG's Reporis

| COMMERCIAL TAXES

documents where necessary

areas of disagresment with

reasons for disagreement and
also attach copies of relevant

(a) | Department
() | Subject/Title of the Review Application of incorrect rate of
‘Paragraph tax. -
(c} | Paragraph No. ] 2.12.18.%(a)
(d) ! Réport No. and Year +& AG report ended 31.3, 2010
I (a) | Date of receipt of the Draft 4.6.2010
. Para/Review in the Department,
) (b} | Date of Department’s Reply 13:1.11 )
m Gist of Paragraph /Review During, the scrutiny of assessment
‘ : ‘|records in the office of the
Asst.Commissioner {KVAT}, Specisl
| Cirsle, Kannur by the Accountant |.
General, it was noticed that while
finalising the assessment of
M/s Kérala Dinesh Beedi Workers
C3F 1 Central Co-op.Society = Lid.,
b Kannur for the years 03-04 and
-04-05 the asscssing  authority
assessed the sales turnover of
Umbreila valued Rs.1,36,52,480/-
at-the rate of 4% instead of the
j correct rate of 8% resulting inm |-
short levy of 7.35 lakh.
IV | (g} ['Does the Department agree
with the facts and Bgures Yes -
| included in’ thcparagra.ph? 0
If not, Please indicate g argas o{ .
(b} | disagreeraent and also attach '
. | copies of relevant | docummta in
support A
A {a) | Does the Department agree e
' with the Audit conclusions? o
(b} | 1f not, pleasc indicate specific | -




344

. Remedial action taken

lmprovement in systern

' and procedures,
including internal
controls.

LIn order io rectily the defect pointed out by the
Accountant General (Audit) the assessment for
the years 03-04 and 04-05 was revised, on|
11.10.10; In the light of the andit observation of
the Accountant General {Audit), Trivandrum, the
turnover of Rs.77,16,890/- and Rs.59,35,590/-
for the years 03-04 & 04-05 respectively have
been included in the 8% category and an amount
of Rs.3,54,977/- (Rs3,08,676/- (Tax) +
Rs.46,301/- (AST) with interest of Rs.3,23,029/-
and Rs.2,73,038/- (Rs.2,37,424/- (Tax] +
Rs.35;614/- (AST) with interest of Rs.1,91,127/-
for the years, 03-04 & 04-05 respectively have
been demanded. .

The tax and interest outstanding for the years 03-
04 is Re.3,54,977/- (Tex] and Rs.3,23,029/-

. [interest) and for the year 04-05 is Rs.2,73,038/-
"I'(Tax} and Rs.1,97,127/- {intercst). The assessee

preferred Amnesty Scherpe. Since the assessee is
a co-operative firm they are eligible to remit 50%
of .the .tax amount with complete waiver of the
interest. - Besides the assessee remitted an
amount of .Rs.2,59,054/- in excess for the year
.1999.00. - So after deducting an amount of
Rs.2,59,054/- from the amount to be paid as per
the Amnesty Scheme, ie. Rs.3,14,008/- the
asseseee -is liable to remit an amount of!
Rs.54,954/-. The assessee remitted the above as
per chalan No 241 dated 30.12.2010.

)

Recovery of

overpayment pointed

out by audit

fe)

Recovery of under
assessment, short levy
or other dues

(d

Modification in the
schemes and
prograrnmes including
financing pattern
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{e] [ Review of similar
‘cases/complete
scheme/project in the
light of findings of °
sample check by Audit
findings of sample
check by Audit

395/2016.

: MANABHA PillLAl
‘s.“:\p‘dgitiona\ gectetary:
Taxes par\mont.
Govt. Secretarist
Thiruv'anantha‘puram,.
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;-
- -Action t otes on C& AG's Reports
() Department' "~ TCOMMERCIAL TAXES
[ia) ) Bubjectl'ﬁtlc of the Rem:w Application of incorrect rete of .
Paragraph .| iax. ‘
{c] | Paragraph No. . + 2.12.18.2(c)
{d} | Report No. and Year 1C&AG: mpcrumded 31 &201&
(8} | Date of receipt-of the Draft :
| Para/Review in the Department’ bl
.1 (b} .| Date-of Department’s Reply | 21. 7,11
F QGist of Paragraph/Review {In Commercial Tox Officer,

Bpecial ~ Circle, A Mattancherry
the Accountant General .has

‘| noticed: that in December 2008,

| while finalizing the assesaments

‘fof /s Hindustan Lever Ltd., a

manufncm:erforthcyear

. {2003-04 and 2004-05,-tax on
{the turnover . of - walei| .

purchased ~from . umegshemd -

. dealcrswasasmwdtotaxat

the rate of five per cent instead

-of at the correct rate. of eight per
cemt. Thnsrcaultedmshortlcvy

ofim:oi_Rs 2301a.kh

ch

1 Hri\;. caly

L et

(2



. £
: ’R.emed.ial_ action taken

347

cases/complete

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

findings of sample

Vi
R . The assessment for the years 03-04 & 04-05 has
lmprovement in system, | been completed on 12.05.2011 creating an
| {a and procedures, additional demand of tax and AST Rs.1,07,963/-
" { including internal “for the year 03-04 and Rs.1,73,385/- for the year,
controls. ) 04-05. While finalizing the revised order the rate
of tax of water has been assessed @ 8% and the
short levy pointed out by the Accountant General
has been demanded ‘
{b} ! Recovery of
- | overpayment pointed - .
out by audit ‘
Recovery of under
(c) | assessment, short levy -
.| or other dues '
Modification in‘thé -
(@) §schemes and -
programmes including -
‘financing pattern
{e} | Review of similar

check by Audit

PEDMANABHA PILLAI
Additional Secrelary,

Taxes Departmant,
Govt. Secretariat
Thiruvananthapuram.
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Action taken Notes on ck AG’s ‘Regorfs

{a} { Department COMMERCIAL TAXES
{b) } Subject/Title of the Review - Applicé\tion of incorrect rate of
Paragraph | tax. ’
| {c) | Paragraphi No. 12.12.18.3
{d} | Report No. and Year i Cl AG report ended 31.3.2010
1I- {(a) { Date of receipt of the Draft 26.5.2010
ParafReview in the Department | . '
(b} | Date of Depariment’s Reply | 22.9.10 -
o Gist of Paragraph /Review While - finalizing the CST|
. ‘ assessment of a dealer |
| M/s.Kancor Flavour end Extracts
v Ltd., Special Circle, Mattancherry
v for the year 2004-05 in November
2007, the fast track team
| incorrectly assessed the interstate
i 3046 | sales turnover of  aspices oil -and
essence not covered by declaration
mmeCattheratenf 10 per|
] cent instead of at the correct rate
of12percentp1nsASI‘ This | . -
) e resulted in short levy of ‘tax " of
A . Rs.2.68 lakh.
v (a) | Doce the Department agree,
with the facts and figurcs | No
included in the paragraph? |
If not, Please mdlc&teqreasof The item manufectured by the
{b) duag'ecmcm and also nqach asscesce Spwe Dil, Spice Esaence,
copiclot‘ rélevant ﬂocumum in ,Oleo resin are coming under Entry’
support 177 of the KGET Act and the rate
of tax is 8%. Thus the rate of tax )
. qdophedbytheFa.stTuckmmu
V  |(a) | Does the Department agree f-- -
* - |- | with the Audit conclusions?
1 (b} | If not, piease indicate specific ”
‘arcas of disagreement with | .
reasone for disagrecment and
glso attach copica of relevant -

"
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I

V1
| Itemm manufactured by the assessee Spice Qil, Spice
_ lmprovement in system Essence, Oleo resin are coming under Entry 177 of the
{a} and procedures, KGST Act and the rate of tax is-8%. Thus the rate of

inciuding internal
controls,

tax adopted by the Fast Track team is correct. In the
meantime the assessee filed appeal against the order
issued by the Fast-Track team before the Tribunatl and
the Tribunal vide order in T.A.No.5/08&6/08 dated
27-06-2009 has allowed the- appeal filed by the
assessec and directed the Assessing Authority to verify
the statutory declarations and allow concessional rate
ol tax if found admissible as per law. .

Accordingly, the Asgistant Commissioner has modified
the order on 02.07.2010. As per the modified order
‘the TC determined ‘in respect. of interstate sales
turmnover not supported by the forms is reduced and

the tax paid by the ' is in excess.

(b

Recovery of overpayment
pointed out by audit

(ci

Recovery of under
assessment, short levy or
. -

other dues

{ar-”

Modification in the
schemes and programmes
including financing ~
pattern L.

e}

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

sample check by Audit

2:PADMANABHA PILLAI
Additional Secretary,
Taxes Deparument,
Govt. Secretariat
Thiruvananthapuram.
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Agg ggtails required by the PAC during the meeting held

Y on 28 5.2014
I 'AY COURT: 01.04.2014 (RS. IN CRORES)
District Supreme | High court | Other High court stay | Total
‘ Court : courts with direction to

dispose the

cases by

appeliate

authorities
TVM 8.31 4.34 £5.86 2.25 | 80.76
KLM . 4.90 6.55] 0 . 0 11.45
PTA 0 1.24 -0.20 Q.65 2.09
ALP 0 5.25 0 7.90 13.15.
KTM 0.35 5.15 0. 0 5.50
IDY 0 0.86 0 0 0.86
EKM 470.92 106.27 139.18 187.76 904.13
MTY 7.13 18.47 0.02 13.76 39.38
TCR 13.16 20.74 0.31 11.69 45.90
PKD 3.82 67.62 0 6.86 78.30
MPM 0.55 4.19 0.04 9.65 14.43
KKD 8.30 21.83 1.05 &) 31.18
WYD 0 022 - Q 0 0.22

| KNR 0 4.25 0.30 0.80 5.35

KSD 0 8.43 0 4] 8.43
DC(I} EKM 0 8.90 0 0 8.90
TOTAL 517.44 284.31 206.96 241.32 1250.03
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IV . Addi.details required by PAC Sduring the meeting held on 28-5.14

KGST Assessment pending as on 1-4-2005 ! Pre VAT period)

Dist _ ... Bssmt pending|
I

TVM T ' 88421
KLM o 9993
PTA 3504
ALP 8207
KTM 9695
DK 1256
EKM 32263
MTY 10472
TSR 12718
PGT T ~ 4711
IMPM - 11530
(KKD . 14945
WYD - . T __387¢
KNR j 5566
KSD 3208
oL i
TOTAL _ k 145199

' 395/2016.
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30.05.2014-08 msan aumla” GRSV EE"IY SHaalg] 21glen1ws
malm) ERAWwIdals "adg” aomiGoa1m Dulnggan

galeiqes Maml” oan e Memiawlsl’ Moaaid gl
AME501es Mele)IWo SMSTWEWato Madq(lBaan

0aenlods”

@ond 4Gogd  @yaf exwlnd mmord aiar” masyaes  2009-10
munuoele  Adaseienr  oleapds ada saugoneinel 30.05.2014-0
alle” ESOVMNETY ehadlg] G GalBIGHAINEIW].  BHEUTUROTHE "udg

G 2nlSDE, FuosTwlay  @gwly” susmwldeul  alnlevdswla  eugliled.
"rudgy cadandsig el pulangm Baler gegadwlm dldnlwes asoluialod
gy A Ole@il adsollon) Menns e ddaf eaughso)

adtleuwoowly  Wluoanow Neadg auvadajleannnd cualol My OFIGINL.
AR dp)Hove  omdd flango Miwdtda] SONESTHEDS  aBERIWTKC
modlpjomanimnon] auikde RaleInn.  omm alialicse duesumilaf mleatial
oGt mefia @Ela Do RS Cardana.

“2003- 963 5008 gesjaudartm mieoit MImnam s SRRl Ehdhdto.
GHOE  CLoTUMMNED”  quowmeaud  allodens.ew) UHTA0WI &Kol
DARHS ¢t Mkl @ OSISBANGTY AR 1&OIEE0MERe CR3UVYE S alGRmEdlo
AR BB B Y IEIDENTT QST oo Mlenicd  somey Y @y 175
2o0ds-am a2 XX -0 grnn 0006 ldo el gflaton oo

“goods” means  all kinds of movable property (other than news
paper, acuonabie claims, electricity, stochs and shares and secuorities) and
meludes live stock. all material. commedities and wudles and every Kind of
property {whether as goods or in some other form) invoived in the execuiion
of a2 work contract. and all growing crops, grass or things attached 10. or
forming part of the land which are agreed to be severed before sale or under
the contract of sale”.

Ty aooasieer 10(2)-@8 tirn over &aneandsansmavt avlnm
AN TVaO@ @03 QI cuoel 3y BE1A9T BHoeNonTI).
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“Tax on saie or purchase of goods- eaj scope QIdaiaflass g
BISHIGTNIOS  GREDRAISMHERS  266- e anmagmemmos 29A apan clause
46- 20 2paneeIsMs GesLIEN Al &5t calanagemeol.  seamraIsmOns
Article 366 (29A) (b) gamreasem”

“(25-A) ux on the sale or purchase of goods” includes-
(@) v Fevereernnaiernininns b et e .
(b} a tax on the transter of property in goods (whether as goods
or in some other form) involved in the execation of a works
contract;

Ty Article 366(12)-@3  goods-am SNk
mdyafqfidianan, “Goods” includes all material, commodities and articles.”
aJop® mldglaxmooned immovable property audaggmmilgl.  camd amyoafy)
UdroHB @mine materials-oa} aflexyes eass mlaam) SJETRIYANHTIS IO
6. Mpyw@mied immovable property 2686 SDTEY NG @0EMIYIM@DET,
M/S. Larson & Toubro Limited & Anr Vs. State of Karmataka (2014 1 SCC
708) agyom oMM eruad. Myafla deoswi LWian00o @S] Mloleaiaflgens’

"Taxing the sale of goods element in a works contract under
Article 366(29-A)(b) read with entry 54 List II is permissible even after
incorporation  of goods, provided tax is directed to the value of goods and
does not purport to tax the transfer of immovable property "

0 ioJmponils) :odernemgoss works contract-od PAGGT
Balay” gen, audacl® mea mloapj:one Mlair) MU gl ngmderm’

WD Qoo anelapoo .

mloeudaf arugsol meNw endd wpElnIe Miad. bl
BREVEM S2Glos aIkNSHMEIE] Tuadq fkeams. '

Ta
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