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INTRODUCTION

I, the Chairperson, Committee on Public Accounts, having been
authorised by the Committee to present this Report, on their behalf
present the Seventy Fifth Report on paragraphs relating to Taxes
Department contained in the Report of the Comptroller and Auditor
General of India for the year ended 31* March, 2014 (Revenue Sector).

The Report of the Comptroller and Auditor General of India for the
year ended 31% March, 2014 (Revenue Sector) was laid on the Table of the
House on 11" March, 2015.

The Committee considered and finalised this Report at the

meeting held on 07" February, 2025.

The Committee place on records our appreciation of the
assistance rendered to us by the Accountant General in the examination

of the Audit Report.

SUNNY JOSEPH,
Thiruvananthapuram, Chairperson,
12® March, 2025. Committee on Public Accounts.
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REPORT

TAXES DEPARTMENT

1.1 Trend of revenue receipts

1.1.1. The tax and non-tax revenue raised by the Government of Kerala during
the year 2013-14, the State's share of net proceeds of divisible Union taxes and

duties assigned to the State and Grant-in-aid received from Government of India

during the year and.-the corresponding figures for the preceding four years. are

mentioned in Table- 1.1.1.

Table - 1.1.1.
Trend of revenue receipts
| N Y b T v
. N(; Particulars 2009-10 2010-11 2011-12
et
! 1. |Revenue raised by the State Government
i - J n seo ey omnl — NEN ol o, LM :
+ Tax revenue 17,625.02  21,721.69| 25,718.60) 30,076.61
« Non-tax revenue 1,852.22  1,930.79| 2,592.18) 419851,
| (1,633.22)| (1,739.58)| (2,228.97)! (3,272.25)
' Total 19,477.24.  23,652.48 28,310.78!  34,275.12
(19,258.24) (23,461.27)| (27,94757) (33,348.86)
2. |Receipts from the Government of India
K Share of net proceeds 4,398.78 5,141.85 5,990.36 6,840.65
‘ ' of divisible Union taxes
! | and duties
'+ Grants-in-aid 2,233.38)  2,196.62'  3,709.22]  3,021.53
| Total 6,632.16  7,338.47| 9,699.58|  9,862.18!
] gl N J L vl
3. | Total revenue receipt 26,109.40( 30,990.95; 38,010.36| 44,137.30
| of the State (25,890.40)| (30,799.74)| (37,647.15)| (43,211.04)
(Government
(1 and 2) |
4. | Percentage of 1to 3 75 76 74 78

i
2012-13 J_ 2013-14

Source: Finance Accounts prepared by PAG (A&E), Kerala

(X in Crore)

|
i

31,995.02 |

5,575.03 |
(4,059.49)|

37,570.05
(36,054.51)

f

|
!

7.468.68

\
|
i

4,138.20

11,606.88 ;

49,176.93, -
(47,661.39)|

g

The above table indicates that during the year 2013-14, the revenue raised by
the State Government ( < 37,570.05 crore) was 76 per cent of the total revenue

receipts. The balance 24 per cent of the receipts during 2013-14 was from the

Government of India.

*®

/homeffcpde/Documents/Revathy/2023/PAC/R eporyFinalTaxes Department 11.2.2025.0dt

The difference between the figures shown in column and bracket represent expenditure on prize winning
tickets of lotleries conducted by the Government.
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1.1.2. The details of the tax revenue raised during the period 2009-10 to 2013-
14 are given in Table - 1.1.2.

Head of revenue

*0040-Tax on
sales, trade etc.

003b-Stamps and

Registration fees

' 0041-Taxes on
vehicles

0039-State Excise

1 0629-Land
Revenue

0043-Taxes and

| duties on

i electricity

1 0022-Taxes on

; agricultural
income

C)thers+

Total

Table - 1.1.2.
Details of Tax Revenue raised
R'inCrore)
| Percentage of |
increase (+} or |

JE T —— —

| |

e -

2009-10 2010-11 2011-12 2012-13 \ 2013-14 decrease (-) in
2013-14 over
[ 2012-13
BE Actual 1 BE Actual BE Actual BE | Actual | BE | Actwal | BE | Actual
e T | . [l A I — e ; . ]
12,733.94 | 12,770.89 15,125.69| 15,833.11| 19,427.90| 1893883 23,450.52| 22,511.09| 28,456.62 24,885.25 | 21.35 10.55
St ol o i oo o o St S By O -
2,728.63| 1,896.41] 2,18751| 2,552.49| 3,252.17| 2,986.55 3,775.71 2,938.38i 4,207.01 2,593.28 11.42" (-)11.74
1 25 | S —| - — N I = ,i, | SCR— 1 J— | |
958.63 | 1,131.10, 1,301.88| 1,331.37| 1410.73| 1,587.13| 1,694.49| 1524.62 | 2,570,665 2,161.09 51.71 12,25,
| . ! s | . | |
. R ‘ B -1 £ ! -
1 1,440.52 1,514.81] 1,836.21| 1,699.54| 2,059.05] 1,883.18| 2550.65! 2,313.95 2,801.75!K 1,941.72, 9.84 (-)16.0‘3}l
) — = i B - ———y g s L= - i =1
i‘ 52.50 53.93 155.13 55.97"| 162.84 £0.75 | 127.72| 121.58‘I 135.49 88.78 G.OBi {-326.52
B | I H
47.24 24.78 64.40 | 20.71 29.31 21.28 25G.00 2471 284.15 4225 13.66, 70.98
i 0
S O E— | | s, e = iy el 2 o
| ‘ = ;
8.52 27.73 12.00 46.97 14.49 | 42.86 15.98 18.92 23,99 21.55, 50131  13.90
B . - Lo Lo el L o I
258.30 205.37|  289.04 181.53 285.06 198.02 257.14 223.36 251.44 261.09¢ 13.34 16.89
} | I D —-—— I . = 1 + e o —re i
18,228728 | 17,625.02 L20,971.86 21,721.69 | 26,641.55 | 25,718.60| 32,122.21| 30,076.61 38,771.10, 31,925.02, 20.70 6.35

Source : Budget Estimates and Finance Accounts of the respective years.

The respective Departments reported the following reasons for variation. The

data to back the reasons however has not fumished.

Tax on sales, trade etc.: There was increase in revenue receipts during the year

as compared with the last year. The receipts showed a decrease when compared

to budget estimates due to fall in collection from Kerala State Beverages .

Corporation, motor vehicles and rubber.

State Excise: The short fall in revenue over budget estimates was due to decrease

in sale volume of liquor, beer, non issue of fresh FL-1 licences during the year.
Though the actual collection during the year 2013-14 decreased drastically, the

department failed to explain the reasons.

Stamp duty afid Registration fees: The decrease in revenue during the year when

compared to budget estimates and receipt of previous year was due to decrease
in rate of stamp duty of exchange and conveyance deeds.

+

Taxes on immovable property other than agricaliural land, Luxury tax and Entertainment tax.

/homertepde/Documents/Revathy/2023/PAC/Report/Final/Taxes Deparument 11.2.2025.0dt
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Taxes and duties on electricity: The increase in revenue receipts for 2013-14
over 2012-13 was due to revised inspection fee, increase in arrear collection and
increase in electricity duty due to increase in electricity charge. Non-remittance
of electricity duty and surcharge by Kerala State Electricity Board resulted in
short fall of receipts than the budget estimate.

Taxes on agricultural income: There was increase in revenue over previous year.
The receipts showed a shortfall when compared to budget estimates due to fall in
collection from cardamorm.

The other Departﬂlents despite being requested (June 2'014) did not furnish the

E e i = o

reasons for variations in receipts from that of the previous year (October 2014).

1.1.3. The details of the non-tax revenue raised during the period 2003-10 to

2013-14 are indicated in Table 1.1.3.

Table - 1.1.3.
Details of Non-Tax Revenue raised

Head of revenue I

| | | |

| BE T Actual BE ] Actual BE ; Actual BE Actual BE Actual BE | Actual
0075- ' '
| Miscellaneous [ [ - i i
| General Services | 30035 | 405.07 | 46460 [ 380.25 | 462.05 | 91953 |1,381.20 | 1,747.51 | 2,307.00% | 2.280.15% | 67.03 ' 30.48
103-State ! | i
Lotteries '
o=t | 227.80 272.80 | 360.11 | 274.10 | 330.12 | 22052 | 321.26 - 237.33 328.83 322,95 236 | 39.03
and Wild Life j ’ _‘ : B ) : ‘ = i ) ’ ' :
- - X i_ | { 4 { {
| bao2- | | '| | | !
j Education, Sports, l 128.95 130.62 164.25 150.83 183.61 164.96 | 222.07 182.78 255.18 308.13 16.71 | 68.58
Art and Culture i | '
- — — I ok o — | - { - — | 4 i b
()thersn I 629,23 ' 824.73 [1,09535| 834.40 | 1,306.25 923.96 |1,092.08 | 1,104.63 | 1,333.56 1,141.26 | 22,11 | 3.32
‘Total | 1,286.33 | 1,633.22 2,{}84.311 1,739.58 | 2,282.03 | 2,228.97 | 3,016.61 I 3,272.25 | 4,228.57 |

Source: Budget estimates and Financial Accounts of the respective years,

(X in Crore)

Percentage of

Sl 2009-10 ‘ 20101 | 20112 2012-13 2013-14 jiicmase ()
No

or decrease (-)
in 2013-14
over 2012-13

I
i
3

405949 | 40.18 | 24.06

:{1 From gross res;Eipts (budget estimates) of 3,000 crore, expenditure on prize winning tickets of lotteries (Budgel
estimate) of ¥693 crore has been deducted, bul other expenditure like commission to agenis (budget estimate -

Z809 crore), establishment expenses (budgel estimates - 200 crore) have not been deducted.

8 From gross receipts of ¥3,795.69 crore, expenditure of ¥1,515.54 crore on prize winning tickets has been

deducted, but other expenditure like commission to agents (31,256.42 crore), establishment expenses { ¥210.65

crore) etc. have not been deducted.

fhomeHepde/Documents/Revathy/2023/PAC/Report/Final Taxes Department 11 2.2025.0dt

Receipts from Interest receipts, Medical and Public Health, Crop Husbandry, Animal Husbandry, Public Works, Other
Aduministrative Services, Police, Co-operation, Major Imrigation Projects, Judiciary, Jail, Stationery, etc.
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The Departments reported the following reasons for variation between the actual
receipts over budget estimates for 2013-14 and also between receipts for 2013-
14 over the receipts for 2012-13.

State Lotteries: The increase in gross revenue receipts during the year over the
gross budget estimates for 2013-14 and the gross receipts for 2012-13 was due
to restoration of lotteries on daily draw.

Forestry and Wild Life: Increase in revenue receipts over previous year was due
to increase in sale of timber and its price.

The other Departments despite being requested (June 2014) did not furnish the
reasons for variations in receipts from that of the previous year (October 2014).

[Audit paragraph 1.1 contained in the Report of the Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31*
March, 2014]

[Note Submitted by the Government on the above audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned

1. The Commissioner, Taxes Department informed the Committee that
there was no specific inference in that regard. The Committee accepted the reply
of the department.

Conclusions/ Recommendations
2. No Comments.
1.2  Analysis of arrears of revenue

As per the details furnished by the departments concerned, the arrears of revenue
as on 31 March 2014 under nine principal heads amounted to ¥7,529.67 crore.

The details of revenue pending collection for more than five years were
furnished by five departments only which amounted to ¥414.97 crore. In the

remaining fotr cases, the details were not fumisﬁed by the departments. The
details are given in the Table — 1.2.

/home/fcpde/Docurments/Revathy/2023/PAC/Repory/Final/Taxes Department 11.2.2025.pdt



| SL.No.

trade etc

Head of revenue

0040-Tax on sales,

0029-Land Revenue

10022-Taxes on
Agricultural Income

% 0406-Forestry and
| wildlife

0039-State Excise

0055-Police

0070-60-110-Fees
for Government audit

»

Total
amoung
outstanding
as on 31

March 2014

6,516.49

299.43
495.42

278.96

187.86

151.43

30.48

Not furnished

5

Table - 1.2.
Arrers of Revenue

Amount
outstanding
for more
than 5 years |
as on 31
March 2014

Not furnished

(X in crore)
Replies of Departments |

Not furnished by the Department

Not furnished by the Department

Not furnished

165.75

187.86

51.53

‘Not furmished

fhome/fepaeDarusmenis/Revathy/ 2023/ PAC/ ReportFinalTaxes Department 11 2 2025.0dt

Not furnished. by the Department

The Depariment stated (August 2014} that steps
to recover arrears of revenue have been taken
against the defaulters through District Colleciors
concermned. To realise defaulted arrears of lease
rent and other dues from departments and Public
Sector Undertakings (PSUs), necessary action has
been taken to realise the same through discussions
at Government level. An amount of ¥ 0.67 crore
is due from Government of India, 0.27 crore|
from other State Governments, 33.36 crore from
PSUs of Government of India, Y261.47 crore from|
PSUs of Government of Kerala and other States
and T 13.18 crore from individuals, private'

companies etc.

The Department stated (July 2014} that it had
taken revenue recovery action and introduced
Amnesty Scheme for speedy recovery of arrears.
The abkari arrears due are ¥0.53 lakh from PSUs
of Government of Kerala, 187.33 crore from
individuals, private firms, private companies etc.

The Department stated (June 2014) that the nature
of arrear is cost of police guard and the arrears
have been demanded and follow up action is
being taken to realise the arvears. An amount of |
%68.12 crore is due from Government of India, |
0.28 crore from other State Governments,l
%50.97 crore from PSUs of Government of India,'
%30.55 crore from PSUs of Government of Kerala
and ¥1.52 crore from individuals, private firms,,
private companies etc.

The Local Fund Audit Department stated (July,
2014) that to realise the arrears from various
auditee institutions, proposals have been
submit‘u;d to Government, sirict instructions have
been sent to the auditee institutions to remit the i
pending audit charge and demand notices are
being sent to them. The amrears of revenue
pending collection towards audit charge are;
%14.27 crore from universities, 31.47 crore from!
Devaswoms, Y0.78 crore from temples and I13.97!
crore from miscellaneous and other institutions.




. | printing defaulters are being reminded regularly to remit the

| arrears. The amounts due are %0.16 crore from
Government of Tndia, ¥0.02 crore from PSUs of
! Government of India and F0.96 crore from
Government of Kerala.

— . ] e _ b 5 L
[ 9. | 0853-Non-Ferrous 0.63 0.17 The Mining and Geology Department stated !
| Mining and (June 2014) that the delay in collection of revenue |
| Metallurgical | was due to disputes regarding claims, court stays’
| Industries and Government stays. It has stated that steps are

under way to redress the disputes and to vacate
the stays. The amrears of revenue pending

Kerala and X35.10 lakh from individuoals, private
firms, private companies etc.

41497 |

| ! Total 7,529.67

>

No details have been furnished by other Departments (October 2014)
despite being requested (June 2014).

[Audit paragraph 1.2 contained in the Report of the Cemptroller and
Auditor General of India on Revenue Receipts for the year ended 31
March, 2014]

[Note Submitted by the Government on the above audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned

3. The Commissioner, Taxes Department informed the Committee that out
of the total arrears of X13,778.97 crore in March 2022, 37268 crore (53 per
cent) was in Revenue Recovery stage, 4682 crore was in stay and about 1800
crore (13 percent) was in the stage of correction or modification by the auditors.
He added that the Taxes Department had framed a group to undertake the follow
up action on revenue recovery proceedings and a detailed analysis had been
made to determine the recovery that was to be effected. He submitted that
approximately 7268 crore was to be collected from around 15000 cases. He
further stated that around Y2021 crore was expected to be collected from 100
cases involving X5 crore or more, X964 crore from 485 cases involving X1 to 5
crore and approxilgately X230 crore from about 600 cases of 50 lakh. If just
2000 cases were taken, more than X3,000 crore would be received and Taxes
Department was now moving forward with a clear strategy and analysis of the
cases.

fhome/ fepde/DocimentsRevathy/2023PAC ReporyFinal Taxes Department 11.2.2025 0dt

‘ 8. |0058ﬂStati-onery and 14.97 9.66 'The Department stated (July 2014) that the

collection are 209 lakh from Co-operative|
Society, X25.92 lakh from PSUs of Government of |

T



4. When the Committee enquired whether any effort was being made to
dispose off those cases, the Commissioner, Taxes Department replied that the
department was actively pursuing the cases. The department had a special officer
in the rank of Additional Commissioner in the old sector who was pursuing the
cases and in the new sector the Special Commissioner would follow up on the
pending cases. |

5. The Secretary, Taxes Department informed the Committee that a
meeting of the Tribunal, consisting of District Judges on VAT cases was held at
Ernakulam and High Court Judges were monitoring such cases. The department
was taking steps to dispose of the cases quickly and necessary infrastructure
assistance and other things were also provided for the same.

6. The Commissioner, Taxes Department added that the pending cases
with regard to Public Sector Undertakings were also included in that category
and approximately an amount of 567 crore remained to be recovered from 9
PSUs of the Government of Kerala.

7. The Committee enquired whether the dues from the Water Authority
and the KSEBL were also included in that category. The Commiissioner, Taxes
Department informed the Committee that KSEBL was included in that category
and out of X567 crore, X460 crore belongs to the Kerala State Beverages
Corporation. He added that such cases could be settled after discussing the issue
with their respective department heads. | .

Conclusicn/ Recommendation
8. No Comments.
1.3 Arrears in assessments

The details of cases pending at the beginning of the year, cases becoming due for
assessment, casesdisposed of during the year and number of cases pending for
finalisation at the end of the year 2013-14 furnished by the Commercial Taxes
Department were as shown in Table - 1.3

Ihnmf'.'[cpdc,’DomInunlisevmhy-’Z023/[’AC!REpﬂrUFinalf'l'axes Department £1.2.202% odt
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Table - 1.3.
Arrears in assessments
= s : o o
New cases asszsos-r(;nfen t Percentage
| due for Total ) Balance at of
Head of Ope ing cases
assessment | assessment | the end of | assessments
revenue | balance . assessed
during cases due duri the year | done (col.5
2013-14 uring to 4)
2013-14 ,
L _ 5 | e I et L . i ol o0 T
1 2 3 4 5 6 7
0040 a ® “F [ F . - T | N
| 90d0stax on 7,042 | 6,206 13,248 8,197 5,051 | 61.87!
| sales, trade, etc. | . e P
0022-Taxes on

agricultural 4,473 1,966 6,439 3,083 3 356’ 47.88)

income J [

During the year 2013-14, the Commercial Taxes Department completed 61.87

per cent and 47.88 per cent of assessments on sales tax and agricultural income
tax respectively.

The item wise details of arrears in assessments such as motor spirit tax, luxury
tax, tax on works contracts etc. called for (September 2014) were not furnished
by the Commercial Taxes Department (October 2014).

The details of arrears in assessment in respect of building tax and plantation
tax called for (June 2014) from Revenue & Disaster Management Department
were not furnished till date (October 2014).

[Audit paragraph 1.3 contained in the Report of the Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31*
March, 2014]

[Note Submitted by the Government om the above audit paragraph is
included as Appendix 11]

Excerpts from the discussiorp of Committee with officials concerned

9. The Commissioner, Taxes Departihent informed the Committee that
taxation system had undergone many changes in various stages and one of the
issues that arose during that evolution was cascading taxation. When K-VAT was
introduced, cascading taxation was somehow avoided. The difference in the tax
rates in Kerala and Karnataka posed a difficulty which was resolved when GST
was introduced and that effectively resolved the issue of cascading taxation. The

fhometfcpde/Document/Revarhy/2023/PAC/Repor/FinalTaxes Department 11.2.2025.0dt
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transition from 100% assessment to self declaration made by K-VAT was a
significant development. The decision was to conduct a scrutiny of all dealers
once every five years and if there were any observation, a detailed assessment
may be carried out. The actions in that regard were now ongoing and
instructions were being given to complete the assessment immediately.

Conclusion/ Recommendation
10. No Comments.
1.4 Evasion of tax detected by the department

The details of cases of evasion of tax detected by the Excise Department, cases
finalised and the demands of additional tax raised as reported by the Department
are given in Table - 1.4.

Table ~ 1.4,
Evasion of Tax
(Xin cmre)
Number of cases in '
* | : | which assessment/ | Number of

| Cases 5 investigation -
1 - | pending = C3ses completed and pending |
Head of | P*™M"8 | jerected f
' SL.No ead ot | e on3t | (tletecte Total | additional demand l'or 0
revenue March uring | | with penality etc. realisation |
| ‘ 2013 | 2013-14 | | ralsed ason 31
i f I ' March
l ; Nmber of Amount of 2014
cases demand .
. V039Stmte | gy | g 841 46 23570 | 795
Excise l . | _

The Power Department stated (October 2014) that no case of evasion of tax was
detected by the Department.

The details of cases of evasion of tax detected though called for by Audit
(August 2014) have not been furnished by other departments (October 2014).

1.5 Pendency of Refund cases

The details of refund cases pending at the beginning of the year 2013-14, claims
received during the year, refunds allowed during the year and the cases pending
at the close of the year 2013-14 as reported by the Excise Department are given
in Table - 1.5.

Jhome/fepde/Documents/Revathy/2023/PAC/Report/FinalTaxes Depanment 11.2.2025.0dt
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Table -1.5
Details of pendency of refund cases

Particulars

Claims received during the year

Balance cases outstanidng at the end

No. of cases in which refund made during the year
of the year 2013-14

—

e

No.of
cases

7

0
3
4

State Excise

(X in crore)

| _
. Amount |

2.79

! 0
1.11

168 |

- IF T

The details of refund cases called for from Commercial Taxes Department
(August 2014) have not been furnished {October 2014).

1.6 Analysis of stay granted

The categorisation of. arrears of revenue which were under various stages of
collection revealed that the arrears pending collection as on 31 March 2014
included collections stayed by various authorities at various stages in respect of
some principal heads of revenue as detailed in Table - 1.6.

|
SL |
No. |

Head of
revenue

1. ! 0040-Tax on
'sales, trade etc.

Agricultural
Income

3. ! 0039-State
| Excise

4. | 0029-Land
: Revenue

72. [0022-Taxes on

!

Table - 1.6
Stages of stay granted
] rvStage wise detail; oi_sta;( )
_ — o e i |
Total | Siay by Stay by | Stay by
arrear Govern Applellate
court ‘, L
amount ment | Authorities
6,516.45(1,251.27| 221.46 1,671.11
49.42 15.90 17.83 5.59
187.86 12.58 0 0
299.43| 47.16 39.63 12.69
7,053.20/1,326.91 27892  1,689.39

Total
amount

under
stay ]

o -+

3,143.84

L,

39.32|
!
12.58
|
99.48 |

3,295.22|

Fin cgure)

| !
| % of stay |
to

total

drrear

I
48.241

|
79.56
: |

6.70

33.23'

!

46.72

The details though called for (September 2014), have not been furnished by
other Departments (October 2014).

fhame/fcpde/Dovvments/Revathy/2023/PAC/Report/Final/Taxes Department 11.2.2025.0dt
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1.7 Response of the Government/ departments to audit

The Accountant General (E&RSA), Kerala, conducts periodical inspection of
the Government Departments to test check the transactions and verifies the
maintenance of important accounts and other records as prescribed in the rules
and procedures. These inspections are followed up with inspection reports (IRs)
incorporating irregularities detected during the inspection and not settled on the
spot, which are issued to the heads of the offices inspected with copies to the
next higher authorities for taking prompt coirective action. The heads of the
offices/Government are required to prbmptly comply with the observations
contained in the IRs, rectify the defects and omissions and report compliance
through initial reply to the AG within one month from the date of issue of the
IRs. Serious fmancial irregularities are reported to the heads of the Departments
and the Government.

Inspection reports issued upto December 2013 disclosed that 23,324 paragraphs
involving financial implication of Y6,018.52 crore relating to 3,027 IRs were
outstanding at the end of June 2014 as mentioned below with the corresponding
figures for the preceding two years in Table - 1.7.

Table - 1.7.
Details of pending Inspection Reports
1 ] june2012 | June2013 | June2014
Number of IRs pending for settlement I 2,751 : '2:1-9(;6 T 3,027 |
Number of outstanding audit observations Ij 20,629 | 22,189 23,324
Amount of revenue involved (% in crore) | 210205 | 2,79417 | 601852 |

1.7.1. The Department-wise details of the IRs and audit observations
outstanding as on 30 June 2014 and the amounts involved are mentioned in the
Table - 1.7.1.

Table - 1.7.1
Department-wise details of IRs
) - N ) (X in crove)
L
‘ ' l Number of Number of
- sk | Name of the . ; outstanding | Money value
Nature of receipts | outstanding 3 )
No. | Departments IRs audit involved |
| observations
] ! S i | ey e
1. |Taxes | Tax on sales, trade 1,592 18,024 2,651.96
| | etc. |

et ‘ , ;
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N S e , _ e
Taxes on agricultural 168 781 8987
income

Revenue and
2. |Disaster Land revenue 352 1,511 1.98
Management
3. Transport ~  Taxes on vehicles 314 1,736 53.37'
it il IS i e A ) S s aion)l " LR
|
4. |Regisration | St2mp duty and 353 706 9.74
0 registration fees e | B Lt
5. |Excise "| Excise duty 213 466 33.66|
6. |Pawer s Qdnties on 18 78, 3,176.24,
7 - electricity . . e R
7 {Lotteries | Lotteries 17 22 1.70|
Total 3,027 23,324 6,018.52!

Audit did not receive even the first replies from the heads of offices within
one month from the date of issue of the IRs for 112 IRs issued during 2013-
14. This large pendency of the IRs due to non-receipt of the replies is
indicative of the fact that the heads of offices and the Departments did not
initiate action to rectify the defects, omissions and irregularities pointed out by
the AG in the IRs.

1.7.2. Departmental audit committee meetings

The Government.has set up audit committees to monitor and expedite the
progress of settlement of IRs and paragraphs in the IRs. The details of the audit
committee meetings held during the year 2013-14 and the paragraphs settled are
mentioned in Table - 1.7.2.

Table - 1.7.2.
Details of Departmental audit committee meetings

~ (X in crore)

[ Head of revenue Number of | No.of audit Number of | Amount !
meetings | observations | paragraphs | involved in
held pending as on seitled | setted l
31 March 2013 | paras

0041tTaxes on Vehiclei 5 1,540 317, ﬂ.OB |
0040-Tax on sales, trade etc. 1 18,246 215 3.76/
0030-Stamps and registration i 811 71 0.02
fees | .
0029-Land revenue 2 1,504 64 0.38.
 Total 9| 22,161 603 8.24
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The progress of settlement of paragraphs pertaining to the Commercial Taxes
Department, Registration Department and Revenue and Disaster Management
Department was negligible compared to the huge pendency of the local audit
reports and paragraphs despite holding departmental audit committee meetings.

1.7.3. Non-production of records to Audit for scrutiny

The programme of local audit of Tax Revenue/ Non-tax Revenue offices is
drawn up sufficiently in advance and intimations are issued, usually one month
before the commencement of audit, to the departments to enable them to keep
the relevant records ready for audit scrutiny. ‘ l

During the year 2013-14, as many as 5,653 assessment files, refunds, registers
and other relevant records were not made available during audit of offices under
Commercial Taxes Department. Break up of these cases are given in Appendix
IH(1).

In respect of other departments, no cases of non-production of records have been
noticed.

[Audit paragraphs 1.4, 1.5, 1.6, 1.7, 1.7.1, 1.7.2 and 1.7.3 contained in the
Report of the Comptroller and Auditor General of India on Revenue
Receipts for the year ended 31* March, 2014]

[Notes Submitted by the Government on the above audlt paragraphs are
included as Appendix II}

Excerpts from the discussion of Committee with officials concerned

11. The Secretary, Taxes Department informed the Committee that
although the relevant documents could not be produced within the time limits
given by the AG, they had been submitted in the subsequent audit. If any
deficiencies were found, steps would be taken to rectify them. ;

Conclusion/ Recommendation
12. No Comments.
1.7.4. Response of the Departments to the draft paragraphs'

The draft audit paragraphs proposed for inclusion in the Report of the
Comptroller and Auditor General of India are sent by the Accountant General
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to the Principal Secretaries/ Secretaries of the respective departinents drawing
their attention to audit findings and requesting their response within six weeks.
The fact of non-receipt of the replies from the Departments/Government is
invariably indicated at the end of such paragraphs included in the Audit Report.

Ninty five draft paragraphs were sent to the Principal Secretaries/Secretaries
of the respective departments by name between July and October 2014. The
Principal Secretaries/Secretaries of the Department did not send replies to 80
draft parégraphs despite issue of reminders (October 2014) and the same have
been .included in this Report without the response ‘of the Department. This is-
indicative of lack of seriousness of State Government Departments towards
Audit cbservations.

[Audit paragraph 1.7.4 contained in the Report of the Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31°
March, 2014]

[Notes Submitted by the Government on the above audit paragraph are
included as Appendix II]

Excerpts from the discussion of Committee with the officials concerned

13. The Secretary, Taxes Department informed the Committee that the
details requested in the draft paragraph had been provided. The Committee
accepted the reply.

Conclusion/ Recommendation
14. No Comments.
1.7.5 Follow up on the Audit Reports-summarised position

The internal working system of the Public Accounts Committee, notified in
December 2002, laid down that after the presentation of the Report of the
Comptroller and Auditor General of India in the Legislative Assembly, the
Departments shall initiate action on the audit paragraphs and the action taken
explanatory notes thereon should be submitted by the Government within three
montits of tabling the Reportt, for consideration of the Committee. In spite of
these provisions, the explanatory notes on audit paragraphs of the Reports were
being delayed inordinately. 204 paragraphs included in the Reports of the
Comptroller and Auditor General of India on the Revenue Sector of the
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Government of Kerala for the year ended 31 March 2008, 2009, 2010, 2011 and
2012 were placed before the State Legislative Assembly between 03 March 2009
and 19 March 2013. The action taken explanatory notes from the Departments
concerned on these paragraphs were received late in respect of each of these
Audit Reports. Action taken explanatory notes in respect of 32 paragraphs from
four departments (Commercial Tax, Revenue and Disaster Management, Motor
Vehicles, Excise) had not been received for the Audit Report for the year ended
31 March 2013 so far (October 2014).

The PACs discussed 123 paragraphs pertaining to the Audit Reports for the years
from 2008 to 2012 and its recommendations on 119 paragraphs were incorporated
in the Reports brought out during their respective tenure for the period 2008-16.
However, ATN have not been received in respect of 75 recommendations of the
PACs from the Departments concerned as mentioned in the Table - 1.7.5.

Table - 1.7.5.
; 7;;1.; B . it | “7 Name ofPepa—rtment I ;— | Fo
PACS* | Taxes | Excise Transport Eand FOFQSt.& Finance | Home | Education Power Total
| | Revenue | Wildlife . |
2008-11 4 | - - 4 - - - - - | 8
20m-14 | 14 | 1 | 12 | 12 | - | - o S i | a1
| 201416 20 L e T IR R s e | - 26
Total, | 36°| 1 2uifpie o] 116 | LS oAl SN 2 |7

*Year represent the tenure of the PAC

[Audit paragraph 1.7.5 contained in the Report of Comptrolter and Auditor
General of India on Revenue Receipts for the year ended 31** March, 2014 ]

[Note submitted by the Government on the above audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned

15. The Secretary, Taxes Department informed that follow-up was being
done properly. The department had submitted all action taken explanatory notes
on recommendations of the Public Accounts Committee and audit paragraphs for
the periods mentioned. The additional information sought for on the four reports
would be provided immediately.
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Conclusion/ Recommendation

16. No Comments.
1.8 Status of the mechanism for dealing with the issues raised in audit

To appreciate the system of addressing the issues highlighted in the Inspection
Reports/Audit Reports by the Departments/Government, the action taken on the
paragraphs included in the Audit Reports of the last 10 years for one Department
is analysed and included in this Audit Report.

- The following two paragraphs discuss the performance of the Motor Vehicles
Department under revenue head 0041- Taxes on vehicles and cases detected in
the course of local audit during the last ten years and also the cases included in
the Audit Reports for the years 2003-04 to 2012-13.

1.8.1 Position of Inspection Reports

The summarised position of the inspection reports issued during the last 10
years, paragraphs included in these reports and their status as on 31 March 2014
are tabulated below in Table — 1.8.1.

Talle - L.8.1
Pusition of Inspection Reports

{T in crore)

i Yeur Opening Balance * JAddition éuring the Cluarﬁm} during - Closing balance

vear 15 thevear

IRs; “Paras - Money JERs: Paras™“Money 1Rs.Paras Money [IRs  Paras Money
value value '

2003-04 | 431 2253) 1057 65 535 3240 55 a4l 1.07] 441] 2,164] 1274]
200405 | 4411 2164 1274 66 646 269 251 1432 643 256/ 1378 9.00]

| 3 |2005-06 | 256] 1378 208 64 513 2| 4 43¢ 040 278 1421 1132

| 4 {2006-07 | 278 1421] 1132] 72] 522 3.10f 78]  5B3| 434 272| 1358 10.08
8

2008-09 | 299| 1,360] 1087 66] 689 27| 83| 609 352 282f 1440 1007
2009-10 | 282| 1440] 1007) 64] 656 984 97 904 344] 249] 1192 1647
| 8 |2010-11| 249] 1,192) 1647) 63] 683 819 27 3ms| 270 285 1487 2196
L 8201112 | 85| 1487 2196 64] 674 1434] sl 526 247 201] 1635 3343
| t201203] o] 1635] 343] 68| 51| 9si] 74 66| 19| 285 1540 3775

i
2
|5 |2007-08 | 272] 1.358] 1008 1] 505 2ut] 34 s3] 132) 299] 1360 1087
6
=

The Government arranges audit committee meetings between the Department
and office of the Accountant General to settle the old paragraphs. As would be
evident from the above table, against 431 outstanding IRs with 2253 paragraphs
as on staﬁ of 2003-04, the number of outstanding IRs decreased to 285 with
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1540 paragraphs at the end of 2012-13. This is indicative of the fact that
appropriate steps were taken by the Department in this regard resulting in
reduction of the old outstanding IRs and paragraphs.

1.8.2. Recovery in accepted cases

The position of paragraphs included in the Audit Reports of the last 10 years,
those accepted by the Department and the amount recovered are mentioned in
Table — 1.8.2.

Table-. 1.§.2
| 1

1| 200304 5 9.3} 5 9.31 0.04 0.04

2| 2004-05 7 1.45 4 033 .01 0.01

3 | 2005-06 3 0.28 1 0.02 - -

4 | 2006-07 1 0,18 1 018

5 | 200708 1 G.70 1 0.70 g 0.20

6 | 200809 16 236 6 1352 009 .12

7 | 2009-10 E 362,78 I .14 - 0.04

& | 2000-11 5 1.1 5 1.11 0.31 £.51
[ EREIRE 5 1.78 5 1.78 o.m R
1' 10 | 201213 5 1.69 5 1.69 0,04 0.04

It is evident from the above table that the progress of recovery in accepted cases
was slow throughout the last ten years. The recovery of accepted cases was to be
pursued as arrears recoverable from the parties concerned. No mechanism for
pursuance of the accepted cases had been put in place by the Department/
Government. Further, the arrear cases including accepted audit observations
were not available with the office of the Commissioner, Motor Vehicles
Department. In the absence of a suitable mechanism, the Department could not
monitor the recovery of accepted cases.

1.9 Action taken on the recommendations accepted by the Departments/
Government

The draft performance reviews conducted by the Accountant General are
forwarded to the Department concerned/Government for their information with a
request to furnish their replies. These reviews are also discussed in an Exit
Conference and the Department's/Government's views are included while
finalising the reviews for the Audit Reports.

{horaesfepde/Documents/ Revathy/202 VPAC/Report/FinalTaxes Depariment 11.2.2025.0dt




18

The details of reviews on the Departments of Commercial Taxes, Excise and
Transport featured in the Reports for the last five years along with
recommendations and their status are given in Appendix I1I(2).

1.10 Audit planning

The unit offices under various departments were categorised into high, medium
and low risk units according to their revenue position, past trends of audit
observations and other parameters. The annual audit plan was prepared on the
basis of risk analysis which inter-alia include critical issues in government
revenue, tax administfation ie. budget speech, white paper on finances, reports
of the Finance Commission (State and Central), recommendation of the Taxation
Reforms Committee, statistical analysis of the revenue earnings during the past
tive years, factors of the tax administration, audit coverage and its impact during
the past five years etc.

During the year 2013-14, there were 840 audit units, of which 432 units were
planned and 414 units had been audited, which is 49.29 per cent of the total audit
units. Due to diversion of large number of staff to election duty and resultant
shortage of staff, 18 planned units could not be audited. '

1.11 Results of Audit
Position of local audit conducted during the year

Test check of the records of 403 units® of Sales Tax/Value Added Tax, State
Excise, Motor Vehicles and other Departmental offices conducted during the year
2013-14 showed under-assessment/short levy/loss of revenue aggregating
48491 crore in 2,481 cases. During the course of the year, the Departments
concerned accepted under-assessment and other deficiencies of 18.26 crore
involved in 277 cases which were pointed out in audit during 2013-14. The
Departments collected X17.82 crore in 922 cases during 2013-14, pertaining to
the audit findings of previous year.

1.12  Coverage of this Report

The Report c‘on'tains 30 Paragraphs involving financial effect of 98.13 crore.
The Department/Government have accepted audit observations involving X27.33
crore out of which X 0.98 crore had been recovered. The replies in the remaining
cases have not been received (October 2014). These are discussed in succeeding
Chapters IT to VIL.

# In the case of remaining 14 units, IRs were issued during the year 2014-15.
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[Audit paragraphs 1.8, 1.8.1, 1.8.2, 1.9,1.10,1.11 and 1.12 contained in the
Report of Comptroller and Auditor General of India on Revenue Receipts
for the year ended 31* March, 2014 |

[Notes submitted by the Government on the above audit paragraphs are
included as Appendix Ii]

Excerpts from the discussion of Committee with officials concerned

17. The Secretary, Taxes Department informed the Committee that timely
actions had been taken in all the cases, and a stand-alone report that was pending
for clearance had also been rectified. ;

* Conclusions/ Recommendations
18. No Comments.
Chapter 1X
TAXES/ VAT ON SALES, TRADE ETC.

2.1 Tax Administration

Kerala General Sales Tax (KGST)/Kerala Value Added Tax (KVAT) laws and
rules made thereunder are administered at the Government level by the Secretary,
Taxes. The Commercial Taxes Commissioner is the head of the Commercial Taxes
Department who is assisted by Joint Commissioners, Deputy Commissioners (DC),
Assistant Commissioners and Commercial Tax Officers. The assessment, levy and

collection of tax are done by Assistant Commissioners and Commercial Tax
Officers.

KGST is leviable on sale of Ganja and opium, foreign liquor and certain
petroleum products. VAT is leviable on the intrastate sale of remaining
commodities and Central Sales Tax (CST) on interstate sales.

2.2  Internal Audit

The details qn working of internal audit wing, though called for, (June 2014)
have not been furnished by the Department (October 2014).

2.3 Results of audit

Test check of the records of 154 units in 2013-14 relating to KVAT/KGST
assessments and other records showed underassessment of tax and other
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irregularities involving I429.35 crore in 1,882 cases which fall under the
following categories given in Table — 2.1.

Tabie- L1

i .i_t_l crore)

' C:ttegnrics ' _' e - - Number of "Amount
s g swpyane ....-.,.. -.....,.‘___.._:. _-_j-- : -cm'.'i — _r

L. | Turnover escaping assessment R78 18146 |

1 2. | Application of incorrect rate of tax 93 47.93 |
3. | Grant of irregular exemption i A . W | B8 |
| 4. | Grant of excess input tax credit - 156 453
| 5. | Incorrect grant of concessional rate of tax 14 486 |
B.- | Nonfshort levy of Inferest 4 043 |
7. | Other lapses 477 16472 |
Total 1882 | 42935

During the course of the year, the Department accepted underassessment and
other deficiencies involving ¥30.07 crore in 410 cases which were pointed out in
audit during the earlier years. An amount of I12.03 crore was realised in 599
cases during the year 2013-14. A few illustrative cases involving X75.52 crore
are discussed in the following paragraphs.

[Audit paragraphs 2.1, 2.2 and 2.3 contained in the Report of Comptroller
and Auditor General of India on Revenue Receipts for the year ended 31%
March, 2014}

[Notes submitted by the Government on the above audit paragraph are
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned

19. The Secretary, Taxes Department informed the Committee that an
internal audit wing was constituted in May, 2009, with its headquarters in
Thiruvananthapuram and regional offices in Ernakulam, Thrissur and Kozhikode
and senior officials who were aware of conducting scrutiny were deputed there.
A policy that had been adopted was that the audit return should be provided in
cases where the assessment amount is more than 60 lakhs and focus should be
given to such cases. When GST came to effect in 2017, an e-audit was conducted
in 38 units and State-wide audit paras were generated. From the original GST to
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K-VAT had been decided that the entire files does not need to be audited, only
certain cases are to be audited. 140 audit teams had been newly formed in GST
and the target was fixed at 5% (12300 cases) of the total subscriber base. He also
added that audit was the most important component of restructuring and it would
save a substantial amount of money in the future.

3

20. The Commissioner, Taxes Department informed the Committee that,
~while conducting audits, each case was taken by examining more data and that is
seen to be more effective. It was also intended to conduct an audlt in GST as
" well, as per the Central Audit Manual.

Conclusions/ Recommendations
21. No Comments.

Value Added Tax

2.4  Short remittance of tax due to short accounting of purchase/sales
turnover

|
Purchase turnover/ sales turnover was not accounted fully resulting in

.short payment of tax f
- i

Rule 22(1) and (2) of KVAT Rules, 2005 stipulates that every dealer shoiild file
periodical and annual return showing the details of total, exempted and taxable
turnover, output tax due/collected, input tax credit availed of, net tax due
including reverse tax and tax paid during the return period. Section 42(2) of
KVAT Act, 2003 states that where any dealer detects any omission or mistake in
the annual return with reference to the audited figures, he shall file revised return
rectifying the mistake along with proof of payment of differential tax, if any. As
per Section 25 of KVAT Act, 2003 if whole or any part of the turnover has
escaped assessment to tax, the assessing authority may, -at any time within five
years from the last date of the year to which the return relates, proceed to
determine, to the best of its judgement, the turnover which has escaped
assessment to tax and assess the tax payable on such turnover. As per Section
67(1)(d) of KVAT Act, 2003 submission of untrue or incorrect return will attract

penalty up to twice the amount of tax or other amount evaded or sought to be
evaded.
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- (11 CTOsY

Audit cross verified the details of purchase, sales etc., conceded by the assessees
in their annual return with the figures in Form 13A appended to the annual
accounts and found that 23 assessees in 11 Commercial Tax Offices (CTO) did
not include the entire purchase turnover in their annual accounts and hence the
sales turnover accounted was not that of the sales corresponding to entire
purchase. This resulted in escape of turnover from assessment and short
remittance of tax, cess and interest? of X 22.31 crore. Maximum penalty IeV1able
worked out to X32.37 crore as given il Appendix III(3). '

When the case was pointed out to the Department in September 2014, it was
stated that a detailed report would be furnished soon after the verification from
the offices concerned. The case was reported to Government in September 2014,
Their reply has not been received (October 2014).

- (31CTOs)

Audit'compared the aggregate figures of sales and stock transfer as per the
returns filed by the dealers with that of the certified statement of particulars filed
in Form No. 13A enclosed with audit certificate and found that in 72 cases of 31
assessment circles, aggregate of sales turnover and stock transfer conceded in
return was less than that in Form No. 13A. Non-compliance of provisions of
Section 42(2) was not detected by the assessing officers and the same was not
assessed to tax under Section 25. The resultant short payment of tax including
cess and interest worked out to X22.09 crore. Penalty of ¥29.93 crore was also
leviable in above cases as shown in Appendix IT1(4). ‘

When the case was pointed out to the Department in September 2014, it was
stated that a detailed report would be furnished soon after the verification from
the offices concerned. The case was reported to Government in September 2014.
Their reply has not been received (October 2014).

1 CTYOs Special Circle, Alappuzha, Aluva, Kannur, Kottayam, Mattancherry, Thiruvananthapuram and Thrissur, Special
Circle T, Emakulam, Kozhikode, Special Circle TiI, Emakulam, Special Circle {Produce), Mattancherry.

2 Tuterest in all cases is calculated from May of next financial year and upto the month preceding the month in which audit
pointed out the case.

3 CTOs Anchal, Atingal, Cherthala, Kayamkulam, Kodungallor, Kunnamknlam, Thaliparamba, Vadak:ara, I Ciccle, Alappuzha,
Thiruvananthapuram, 11 Circle, Emakulam, Kannur, Kozhikode, Thiruvananthapuram, I Circle Emakulam, IV Circle Emallam,
Kozhikode, Special Circle Alappuzha, Kannur, Kollam, Kottayam, Mattancherry, Palakkad, Thrissur, Thiruvananthapuram, Special
Circles I Ernakutam, Kozhikode, I Emakulam, Kozhikode, 111 Emakulam and AIT & CTO Alappuzha.
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[Audit paragraph 2.4 contained in the Report of Comptroller and Auditor
General of India on Revenue Receipts for the year ended 31* March, 2014]

[Note submiited by the Government on the above audit paragraph is
included as Appendix 11}

Excerpts from the discussion of Committee with officials concerned

- 22, The Commissioner, Taxes Department informed the Committee that
the said paragraphs were serialised according to the types of mistakes detected,
and out of 23 cases, one case was found to be sustainable, one was partially
sustainable and all other 31 cases were non-sustainable. The detailed examination
of the cases revealed that a misinterpretation had occurred in some of the items
written by the dealers while filing the returns. According to Section 6 (2), if we
purchased an item from an unregistered dealer, tax must be paid regardless of
whether it was taxable or not. So, the dealer would show it as a taxable item in
the return. There was a separate column for the taxable items and the dealer
would show all his purchases in another column for annual returns where the
Input Tax Credit (ITC) was not available. In cases where the dealer had taken an
item from a registered dealer, they could claim the Input Tax Credit. However, in
some instances, there had been a misinterpretation of 6(2) income as purchase or
sales, and the same had not been accurately recorded, and that was the was why
21 cases were deemed as non-sustainable. Ll

23. Regarding the case related to Karakkattu Agencies, 32120203072
(2010-2011), CTO, S.pecial Circle, Kannur, the Additional Commissioner, GST
Department informed that the entire sale of the dealer should be shown in
column A and the tax at the time of purchase should not be paid as it was
exempted. The point of taxation was at the point of sale and purchases from
unregistered dealers were taxable, and should be shown in column A, while
purchases from registered dealers should be shown in column C. There had been
duplication as the 6(2) purchase from unregistered dealers had been shown in
both the columns.

24. The Commissioner, Taxes Department added that in all the 23 cases
cited by the AG, purchase under section 6(2) from unregistered dealers had been
accounted for twice, resulting in total purchases being higher than the total sales,
which was shown in the column.
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25. The Additional Commissioner also informed the Committee that even
though the purchase under Section 6(2) was I27.56 crore, due to duplication it
was shown as 54.11 crore. Furthermore, purchases from registered dealers
were shown as Y66 crore instead of 32 crore. That could potentially result in
the dealers receiving more benefits from the government by showing mon
existent purchases and upon verification, it was found that only the Input Tax of
the actual purchase had been considered in the return.

26. When the Committee enquired whether the reconciliation of purchase
‘details had been done with books of accounts, the Additional Commissioner, |
GST Departmént replied that the details regarding purchases were available
online. The assessing authority had taken a decision in that regard after
examining the actual book of accounts, invoices and vouchers. The Committee
decided to drop the audit observation. |

27. Regarding the case related to Flash Traders, 32120260795, (2009-10),
CTO, Special Circle, Kannur, the Additional Commissioner, GST Department
informed the Committee that it was a non-sustainable case and the AG had found
a short levy of X 59 lakhs, where the purchase of ¥ 9.61 crore under Section 6(2)
had been shown in column A and column C. The assessing authority had checked
and ensured that input tax had been levied only on the actual purchase. To a
query from the Committee regarding the completion of assessment, the
Additional Commissioner, GST Department replied that the self-assessment and
the assessment based on the AG's objection have to be done.

28. Regarding the case related to Vishal Export, 32150336185, {2009-10),
CTO, Special Circle (Produce), Mattancherry, the Additional Commissioner,
GST Départment informed the committee that an objection to an amount of
R1.93 crore had been raised by AG and the discrepancy was due to a clerical
error in placing points while uploading the purchase/sales figures. A purchase
made in July, 2009 for an amount of X2.57 crore was wrongly entered in the
book as 25 crore. It was verified and confirmed. The Committee accepted the
reply furnished by the department.

29.In respect of the case related to Njavallil Latex Pvt. Ltd., 32150350585
(2008-10), CTO, Aluva, the Additional Commissioner, GST Department
informed the Commiittee that the rubber cess was shown in excess in the annual
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return. Instead of showing the amount under Taxes and Cess head, it was
included in the purchase column in the audited statement and the assessing
authority had ascertained the same. He also added that digitization of VAT had
started in January 2009 and that many complications had arisen in the beginning.
He further submitted that the same was also happening with GST and such errors
were being corrected during scrutiny. He added that it was an observation during
the financial year 2009-10, when e-filing was started. The Committee accepted
the reply furnished by the department.

' 30. While discussing the case related to Evergrowing Iron & Finvest Ltd.,
32070247424, (2011-12), CTO, Special Circle I, Ernakulam, the Committee
inquired about the present status of the stay order dated 06.03.2014. The
Commissioner, Taxes Department informed the Committee that the current status
of the stay order would be checked and informed. The above audit para had been
modified after the completion of the original assessment. Some cases under the
observation of AG could not be completed by the assessing authority in a time-
bound manner, and when it was assessed by an expert authority, it would be
- proved at the appellate stage that there was no defect in it, and then it would be
modified again. The interstate purchase of 322.84 crore had been written in the
updated position as 32.84 crore in the audited statement.

31. While discussing the case related to Hindustan Organic Chemicals
Lid., Phenol Unit, Ambalamugal P.O., 32070430405, (2011-12), CTO, Special
Circle 111, Ernakulam, the Additional Commissioner, GST Department informed
the Committee that after completing the assessment a demand of ?7.11 crore,
including tax of 4.9 crore and interest of X2.2 crore were made. The original
demand was revised by the appellate authority and X2.24 crore was paid on
20.08.2020. The Committee accepted the reply furnished by the department

32. Regarding the case related to Trinethra Super Retail Private Ltd.,
32070482504 (2011-12), CTO, Special Circle III, Frnakulam, the Additional
Commissioner, GST Department informed the Committee that as per the revised
certificate of the auditor, differential turnover was due to a mistake. The
difference was due to the sale of goods of non-taxable items like milk and fruits.
The demand was modified and the amount was paid. The Committee accepted
the reply furnished by the department.
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33. Regarding the case related to Acer India Pvt. Ltd., 32070485384,
(2011-12), CTO, Special Circle III, Ernakulam, the Additional Commissioner
informed the Committee that the demand had been modified as it was found that
a clerical error had occurred. The Committee accepted the reply furnished by the
department.

~ 34. Regarding the cases related to Kancor Ingredients Limited,
32150238895, (2011-12), CTO, Special Circle, Mattanchery, the Additional
Commissioner, GST Department informed that in the audited statement, raw
, materials, semi-finished goods and consumables were accounted as expenditures
and would appear in a different column. But in the annual return, whether it was
spares or consumables they should came under the purchase column and the
difference of that amount had came there. The Committee accepted the reply
furnished by the Department. The Committee also accepted the reply furnished
in respect of M/s Kancor Ingredients Limited, 32150238895 (2009-10), CTO,
Special Circle, Mattanchery,

35. Regarding the cases related to M.P.R Mercantile Syndicate,
32081470975, (2010-11), CTO, Special Circle, Thrissur, the Additional
Commissioner, GST Department informed that it was a consignment sale and the
value in the transfer of documents at the time of bringing the goods would not be
the actual price, and that was shown in the return. When the actual invoice
comes later, it should be shown in auditing and the problem was that the actual
price was shown in the return. The Committee accepted the reply furnished by
the department. The Committee also accepted the reply furnished by the
department in respect of M/s M.P.R. Mercantile Syndicate, 32081470975, (2011-
12), CTO, Special Circle, Thrissur.

36. Regarding the case related to Hil Limited, 32080252004, (2011-12),
CTO, Special Circle, Thrissur, the Additional Commissiéner, GST Debartment
informed the Committee that although central excise duty and freight charges
were part of the purchase, they were entered in separate column in auditing. The
value of actual purchase was calculated in one column and the remaining charges
‘were included in the other and the figures were tallied when consolidating both
columns. An officer from AG's office asked whether the actual value including
excise duty had to be shown in 13A of the audit statement. The Additional
Commissioner, GST Department replied that excise duty would be shown in a
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separate column and capital goods would not come in 13A. The Committee
accepted the reply furnished by the department.

37. Regarding the case related to EICL Limited, 32010125905, (2011-12),
CTO, Special Circle, Thiruvananthapuram, the Additional Commissioner, GST
Department informed that as per annual return, purchase turnover includes
consumables, office stationery, fuel, packing materials, repairs, fixed assets and
other manufacturing materials. But in the auditing account, all these items were
shown as expenditures and capital goods in a separate column. The Assistant
Audit officer added to'the discussion by saying that there was a difference of
X1.44 crore in the total amount of particulars of purchase. The Commissioner,
Taxes department deposed that the reply would be given in its next meeting after
verifying the matter in detail.

38. Regarding the case related to Duro Flex Pvt. Ltd., 32040231985,
(2011-12), CTO, Special Circle, Alappuzha, the Commissioner, Taxes
Department informed the Committee that the said case was sustainable. He added
that 20 per cent of the excess demand (32 lakh) had been paid, and the appeal
filed by the dealer was pending in the Hon'ble High Court.

39. The Committee examined and approved the reply submitted by the
government on cases related to Watts Electronics (Pvt.) Ltd, 32071694602,
(2010-11), CTO, Special Circle I, Ernakulam, FCI OEN Connectors Ltd,
32070418694, (2009-10), CTO, Special Circle III, Ernakulam, Thomson
Rubbers India Pvt. Ltd., 32050222064, (2011-12), CTO, Special Circle,
Kottayam, United Oil Industries, 32150294515, (2009-10), CTO, Special Circle,
Mattancherry, Anna Aluminium Co. (P) Ltd., 32150223134, (2010-11), (2011-
12), CTO, Special Circle, Mattancherry, Parekkadens Enterprises, 32080579784,
(2010-11), CTO, Special Circle,Thrissur, Plymica Ltd., 32110279492, (2011-12),
CTO, Special Circle I, Kozhikode.

40. The Committee decided to postpone the consideration of 72 cases in
Appendix III{4) to its next meeting. The Secretary, Taxes Department pointed out
that there were many such cases related to GST left for consideration by PAC.
The Secretary then suggested that it would be ideal if AG and GST officials do a
joint screening of each case before the next PAC meeting. Afterwards, the
outstanding cases could be discussed in the Committee. The Committee upheld
that opinion.
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41. To a query of the Committee regarding the case related to Asian Paints
limited, 32070289814, (2010-11), CTO, Special Circle I, Ernakulam, the
Commissioner, Taxes Department informed that a demand notice had been issued
and it was in revenue recovery stage. When the Committee enquired about the
present status of revenue recovery proceedings and the reason for the delay in its
completion, the Commissioner, Taxes Department replied that two or three
recovery proceedings were pending under the concerned Collector and the
department was taking steps to complete the recovery proceedings at the earliest.

He added that more focus should be gwen to the major cases.

42. The Commlttee evaluated that without a fIXEd time limit, revenue
recovery procedures would be endlessly prolonged, become irrelevant and cause
significant losses to the exchequer. The Committee opined that all recoveries,
free from the court intervention be reported to the government by completing the
recovery procédures within the specified time. The Commissioner, Taxes
Department replied that the matter would be brought to the attention of the
District Collectors in the meeting.

43. The Committee observed that in the case of common people, officials
completed all the steps, including the confiscation of land, very quickly, but in
the case of large companies and corporates, there was an endless delay. The
Committee reminded that the case in question was related to 2010-11 period. The
Commissioner, Taxes Department informed that the ass_essrﬁent was completed in
August 2012 and a tax of 9.64 lakh and interest of X1.63 lakh was demanded to
be paid.

44. When the Committee enquired whether it was possible to levy penal
interest for the period of delayed recovery proceedings, the Commissioner, Taxes
Department replied that it would be informed after examining the matter. The
Committee directed that a report on the current status of revenue recovery
proceedings be made available and the Commissioner, Taxes Department replied
in the affirmative. '

45. To a query of the Committee in respect of the case related to ASK
Rathnasamy Nadar, 32071659412, (2010-11), CTO, Special Circle 1, Ernakulam,
the Commissioner, Taxes Department informed that the case was sustainable and
the amount due and interest thereon was reassessed as X11.23 lakh and X7.76
lakh respectively and the entire amount had been included in the amnesty scheme
and paid.
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46. Regarding the case related to Falcon Tyres Ltd., 32070344725 (2010-
11), CTO, Special Circle II, Ernakulam, the Commissioner, Taxes Department
informed that the assessment was completed in 2017 and thereafter 32.61 crore
was demanded as tax and X2 crore as interest and the revenue recovery process
was under way. To the Committee's query about the current status of revenue
recovery proceedings and the reason for the delay in completing the RR
proceedings, the Commissioner, Taxes Department replied that after giving the
request of conducting RR proceedings to the respective District Collectors, the
officials of the department had taken the necessary follow-up steps, but no
information was currently available from the District Collector regarding the said
case. He further added that the reply would be submitted within one month after
collecting information from all the District Collectors who had not yet finished
the RR proceedings.

47. To a query of the Committee regarding the case related to PAN
Marketing, 32050274455 (2009-10), CTO, Special Circle, Kottayam, the
Commissioner, Taxes Department replied that the dealer had filed an appeal
against it in the High Court.

48. Regarding the case related to Supreme Steel Industries, 32150249572,
(2009-10), CTO, Special Circle, Mattancherry, the Commissioner, Taxes
Department informed that the case as non-sustainable as the turnover referred in
the case was High Sea Sales and therefore exempted from tax. To a query of the
Committee, the Additional Commissioner, GST department explained that if a
trader sold the imported goods to another trader before taking them to stock, that
trader was exempted from tax, as the resultant trade happened to be a sale in
transit. In this particular case the dealer had omitted to show it in the return at
first and on realising the omission, he had revised the return for that month. But
the revised return was in the initiated stage. He further added that if it was not
revised and updated within a certain time when the software was opened from
the headquarters, it would be reflected in the KVATIS module due to technical
reason and the officer should have verified it. The Committee decided to drop the
said audit reference.

49. To the Committee's query whether the amount demanded in respect of
the case related to C J Interio Mart, C.V. Jose and Sons, 32080290772, (2009-10),
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CTO, Special Circle, Thrissur had been recovered, the Commissioner, Taxes
Department replied that the entire amount had been realised. The Committee
approved the reply furnished by the department.

50. Regarding the case related to Indroyal Furniture Company Private
Limited, 32010616225, (2010-11),CTO, Special Circle, Thiruvananthapuram,
Commissioner, Taxes Department informed that a demand of I3.67 lakh had
been recovered, an officer from the Office of the Accountant General brought in
to the notice of the Committee that for the assessment made in 2013 the payment
was made in 2019. The Comm1551oner Taxes Department informed that there
was a shortfall of 2 lakh and that they would check whether interest was
included in the total amount paid.

1

51. The Commissioner, Taxes Department informed that the entire
outstanding amount had been paid under the Amnesty Scheme in respect of the
case related to Adtech Systems Limited, 32010103844 (2011-12), CTO, Special
Circle, Thiruvananthapuram. An Officer from the office of the Accountant
General added to the discussion that while there was a tax demand of 312.35
lakh only X3.37 lakh had been paid in Amnesty and it needed to be checked
whether reduction had been given in amnesty also. The Additional
Commissioner, Goods and Services Tax Department informed that earlier there
was 60 per cent relief under the amnesty scheme and they had already paid X14
lakh to remove the stay order from the Government.

52. To a query of the Committee in respect of the case related to Deepu
Agencies, 32040983182 (2010-11), CTO, Kayamkulam, the Commissioner,
Taxes Department informed that the amount had been paid in full under the
Amnesty Scheme.The Committee also approved the reply furnished in respect of
Deepu agencies, 32040983182, (2011-12). )

53. To a query of the Committee about the current status of revenue
recovery proceedings in respect of the case related to Koppara Enterprises
Printing and Copy Solutions India Private Limited, 32021674839, (2009-10),
CTO, Special Circle, Kollam, the Commissioner, Taxes Department informed
that the RR measures had not yet been completed. Since 2019-20 was the
COVID period, the revenue recovery rate of that time was quite low, but now
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some progress was made. All the district collectors had been directed to focus on
major cases and the Annual Collectors Conference had an agenda in that regard.
The Officers of the department were participating in the monthly review meeting
and taking those matters. The Committee directed that a report be made available
on the current status of revenue recovery. The Commissioner, Taxes Department
assured that it would be made available.

54. Regarding the case related to Bhima Traders, 32111266904 (2010-11),
CTO, Vadakara, the Commissioner, Taxes Department informed that the case was
partially sustainable 'and the revenue rtecovery process in respect of it was
underway. The Additional Commissioner, Goods and Service Tax Department
informed that a shortfall of Y25 lakh had occurred and the case was not fully
sustainable. A discount of 26 lakh has been received and the turnover could be
exempted only if relevant proof was submitted. The assessment was completed
except for the above issue. The Committee directed that a report be made
available on the current status of revenue recovery proceedings. The
Commissioner, Taxes Department answered in the affirmative.

55. In connection with another case related to Bhima Traders,
32111266904(2011-12), CTO, Vadakara, the Commissioner, Taxes Department
informed that the revenue recovery proceedings in respect of the said case was in
progress. The Committee directed that the report be made available on the
current status of revenue recovery proceedings. The Commissioner, Taxes
Department informed that it would be made available.

56. Regarding the case related to Roshini Traders, 32111236192 (2009-
10), CTO, Vadakara, the Commissioner, Taxes Departmeht informed that the
amount demanded had been realized in full and the case was partially sustainable
as the demand had been reduced on the basis of some incentive granted by them.
To a query of the Committee whether the Taxes Department would declare the
incentive every financial year, the Commissioner, Taxes Department replied that
the department would not declare the incentive every year and if the company
had given incentive to the dealer, it was said to be non-taxable and if discount
was given, that was deducted after checking the records.

57. While considering the case related to The Mobilestore Limited,
32071623592, (2010-11), CTO, 1I Circle, Ernakulam, the Commissioner, Taxes
Department informed that the revenue recovery proceedings were in progress.
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The Committee directed that a report be made available on the current status of
revenue recovery proceedings to the Committee at the earliest. The
Commissioner, Taxes Department assured to do so.

58. While considering the above case the Commissioner, Taxes
Department informed that the revenue recovery proceedings in respect of the
case related to Neha Latha, 32071753001 (2011-12), CTO, Special Circle 1I,
Ernakulam were in progress. The Committee directed that a report be made
available on the current status of revenue recovery proceedings to the Committee
at the earliest. The Commissioner, Taxes Department answered in the affirmative.

59. The Committee examined and approved the reply submitted by the
government on cases related to Soubhagya Tile House, 32120239465(2009-10),
PPM Chicken Agency, Puthenpurayil, 32120260222 (2009-10), Arafa Store,
Cherattiyadan, 32120441414 (2009-10), Spice India, Thayath, 32120282575
(2010-2011), Klassic Traders, 32120666212, (2010-2011), Memi K,
32120690635, (2010-2011), New Pradeep Enterprises, Leela R, 32122299892,
(2010-2011), Shankara Infrastructure Materials Limited, 32070298792, (2009-
10}, WIPRO GE Healthcare Private Limited, 32070319705, (2009-10), CTO,
Special Circle II, Ernakulam, ULTRATECH Cement Limited, 32070363884,
(2009-10), CTO, Special Circle I, Ernakulam, Nitta Gelatin India Limited,
32070425422, (2009-10), CTO, Special Circle III, Ernakulam, Nippon Motor
Corporation Private Ltd., 32070463402, (2009-10), CTO, Special Circle III,
Ernakulam, The Travancore Cochin Chemicals Lirntéd, 32070482954, (2009-
10), CTO, Special Circle iII, Ernakulam, Mark Associates, Renji, 32071075424,
(2009-103, CTO, Special Circle 1II, Ernakulam, Gulf Oil Lubricants India,
32070444974, (2010-11), CTO, Special Circle ITI, Ermmakulam, Somany Ceramics
Limited, 32070445604, (2010-11), CTO, Special Circle III, Ernakulam, RF
Motors Private Limited, 32071272895, (2011-12), CTO, Special Circle III,
Ernakulam, Hindustan Newsprint Ltd, 32050274962, (2010-11), CTO, Special
Circle, Kottayam, Kunjikemmu K.K, 32081008634, (2010-11), CTO,
Kodungalloor, Mandumpal Enterprises, 32081211022, (2011-12), CTO,
Kunnamkulam, JCT Motors, 32010619015, (2009-10), CTO, Special Circle,
Thiruvananthapuram, Indroyal Crafts Private Limited, 32010888442, (2009-10),
CTO, Special Circle, Thiruvananﬂlapuram, Jaya Agencies, 32010152725, (2010-
11), CTO, Aittingal, South Indian Federation of Fishermen Societies,
32010164864 (2010-11), CTO, Special Circle, Thiruvananthapuram, The
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Travancore Mats and Matting Co., 32040250132, (2009-10), CTO, Cherthala, S
D Pharmacy, 32040296245, (2010-11), and (2011-12), CTO, I Circle, Alappuzha,
The Highland Produce Company Limited, 32040253822, (2011-12), CTO,
Special Circle, Alappuzha, D.C.Mills (Private) Limited, 32041309735, (2011-
12), AIT & CTO, Alappuzha, Rajan Cashew Company, 32020201394, (2009-10),
CTO, Special Circle, Kollam, Kadavil Chemicals and Cements, 3:2021469775,
(2009-10), CTO, Anchal, Anu Cashews, 32020282282, (2010-11), CTO, Special
Circle, Kollam, Veronica Marine Exports Private Limited, 32020824532, (2010-
11), CTO, III Circle, Kollam, Ace Automobiles Private Limited, 32110218674,
(2009-10), ‘CTO, Special Circle I, Kozhikode, Parisons Foods Private Limited,
32110222904, (2009-10), CTO, Special Circle I, Kozhikode, Plast O Plast,
32110267645, (2009-10), CTO, Special Circle I, Kozhikode, Gunnebo India
Private Limited, 32110276375, (2009-10), CTO, Special Circle I, Kozhikode,
APCO Automobiles Private Limited, 32110845401 (2009-10), CTO, Special
Circle I, Kozhikode, Kalliyath Sanitary Centre, 32110869104, (2009-10), CTO,
Special Circle I, Kozhikode, Hindalco Industries Limited, 32110295501, (2010-
11), CTO, Special Circle I, Kozhikode, Bhima Traders, 32111266904, (2009-10),
CTO, Vadakara, KTC Automobiles P. Limited, 32110361842, (2009-10), CTO,
Special Circle 1I, Kozhikode, Radiant Market Beams Pvt. Ltd, 32110364305,
(2009-10), CTO, 1II Circle, Kozhikode, Wall N Floor, 32110777462, (2009-10),
CTO, Special Circle I, Kozhikode, Crescent Woods, 32111077184, (2009-10),
CTO, Special Circle 11, Kozhikode, Mukkom Tyres, 32110759282, (2010-11),
CTO, II Circle, Kozhikode, Manasi Initiatives, 32110921855, (2010-11), CTO,
IV Circle, Kozhikode, Sarasons Traders, 32110954345, (2010-11), CTO, IV
Circle, Kozhiko&e, Future Retail Limited, 32090217952, (2009-10), CTO,
Special Circle, Palakkad, Lord Krishna Associates, 32010612952, (2011-12),
CTO, 1 Circle, Thiruvananthapuram, Rams Electricals, 32010734542, (2010-11),
CTO, II Circle, Thiruvananthapuram, S S Marketing, 32071771664, (2009-10),
CTO, III Ciicle, Ernakulam, Kay Kay Exports, 32071775624 (2010-11), CTO,
I1I Circle, Ernakulam, Western IT Distributors, Sheeja, 32071885402, (2009-10)
& (2010-11), CTO, 1V Circle, Ernakulam and Malhotra Marketing Private Ltd,
32071893704, (2009-10), CTO, IV Circle, Ernakulam.
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Conclusions/ Recommendations

60. The Comunittee directs the Department to submit a detailed report
regarding the present status of the case filed in respect of Dure Flex Pvt.
Ltd., 3204231985, (2011-12), CTO, Special Circle, Alappuzha and PAN
Marketing, 32050274455, (2003-10), CTO, Special Circle, Kottayam within
two months. '

- 61. Regarding the case related to Evergrowing Iron & Finvest Lid.,
32070247424, (2011-12), CTO, Special Circle 1, Ernakulam, the Committee
directs the ljepartment to furnish the current status of stay order dated
06.03.2014 within two months.

62. The Committee observes that there is a difference of ¥1.44 crore in
the total amount of particulars of purchase. Hence, the Committee urges the
department to submit a detailed report in respect of EICL Limited,
32010125905 (2011-12), CTO, III Circle, Thiruvananthapuram after
examining the matter in detail within two months.

63. The Committee evaluates that if a time limit is not fixed for the
completion of revenue recovery procedures, they will endlessly be prolonged,
become irrelevant in course of time and cause huge loss to the State
exchequer. Therefore, the Committee urges that all revenue recoveries, free
from court interventions should be completed in a time bound manner and
be intimated to the concerned administrative department within a specified
time frame.

64. The Committee observes that the revenue recovery measures has
not yet been completed in cases in respect of Asian Paints limited,
32070289814, (2610-11), Falcon Tyres Litd., 32070344725, (2010-11), CTO,
Special Cixcle II, Ernakulam, Koppara Enterprises Printing and Copy
Solutions India Private Limited, 32021674839, (2009-10), CTO special
Circle, Kollam, Bhima Traders, 32111266904, (2010-11), (2011-12),CTO,
Vadakara, The Mobile store Limited, 32071623592, (2010-11), CTO, II
Circle, Eranakulam, Neha Leather, 32071753001, (2011-12), CTO, Special
Circle, Ernakulam. Therefore, the Committee directs to furnish a report on
the current status of revenue recovery proceedings as well as the details
regarding the measures taken to expedite the said process.
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2.5 Short levy of tax due to application of incorrect rate of tax.

Rate of tax applied on the taxable turnover was less than the rate applicable
as per the statute

2.5.1 Margarine is taxable at 12.5 per cent under SL No. 64(8) of the list of
goods taxable at 12.5 per cent notified under KVAT Act, 2003.
Department of Commercial Taxes, clarified’ (October 2012) that the
commodity margarine would be taxable at 12.5 per cent. It was

. judicially’ held by Hon'ble High Court of Kerala that margarine in
all forms are taxable at 12.5 per cent

: (CTO, Special Circle, Thiruvanarithapuram)

M/s Stanes Trading Company, Thiruvananthapuram was a dealer in ingredients
for bakery products which included various types of margarine. As per purchase
invoices filed, the assessee had purchased bakery vanaspathy which is nothing
but margarine for X46.73 lakh, X86.71 lakh and X1.26 crore during 2008-09,
2009-10 and 2010-11 respectively. The assessee sold bakery vanaspathy during
the respective years along with other bakery products. Sale value of bakery
vanaspathy adding conceded Gross Profit (GP) to purchase value would be
X48.76 lakh, X90.18 lakh and X 1.32 crore respectively during these years. Audit
noticed that the assessee included the sales turnover of bakery vanaspathy which
was taxable at 12.5 per cent in the turnover taxable at four per cent. This
resulted in short payinent of tax, cess and interest amounting to ¥30.33 lakh.

The assessing authority did not select the case for revised assessment to
rectify the defect.

The case was pointed out to the Department in March 2013 and reported to
Government in January 2014. Government stated (April 2014) that orders
creating additional demand of X6.09 lakh, ¥10.84 lakh and ¥14.53 lakh for
2008-09, 2009-10 and 2010-11 respectively were issued and the assessee
remitted ¥2.49 lakh for 2008-09. Further report has not been received (October
2014).

. (CTO, special circle I, Exrnakulam)

M/s Giby Traders, Ernakulam was a dealer in bakery products, margarine, edible
oil etc. During 2011-12 the assessee filed annual return conceding turnover of

4 Order No. C3/21062 dated 09/10/2012
5 37 VST 594 (HC of Kerala) SSD Qil Company Ltd. Vs State of Kerala
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{3.85 crore taxable at four per cent. Audit scrutinised the purchase invoice of the
assessee and found that during the year they purchased margarine worth ¥2.15
crore. However, corresponding sales turnover of X2.24 crore (adding GP of 4.06
per cent on the purchase turnover) was not assessed to tax at correct rate of 12.5
per cent. The assessing authority also did not re-assess the tax. Application of
incorrect rate of tax resulted in short remittance of tax, cess and interest of
22.26 lakh.

When the case was pointed out in September 2013, the Department stated (March
2014) that assessment had been completed (October 2013) creating additional
demand of ¥22.45 lakh. The case was reported to Government in September
2014. Their reply has not been received (October 2014).

. (CTO, Special Circle (produce), Mattancherry)

M/s Ruchi Soya Industries Limited, Cochin was an assessee engaged in trading
of edible oils, bakery products etc. During the period from 2006-07 to 2011-
12 (six years), the assessee self assessed to tax the sales turnover of edible oils
other than coconut oil amounting to ¥17.26 crore at four per cent. Audit found
that this turnover included sales turnover of bakery vanaspathy amounting to
X17.26 crore which is nothing but margarine. Though margarine was taxable at
12.5 per cent, its sales turnover was assessed at four per cent only. The
assessing authority also did not re-assess the tax. This resulted in short payment
of tax, cess and interest of ¥2.12 crore.

The case was pointed out to the Department in May 2013. The assessing
authority  stated that the audit objection was on the premise that the bakery
vanaspathy is margarine and since there is no proof for the findings that the
bakery vanaspathy is margarine, the audit objection was baseless. However,
on subsequent verification, it was found that the assessment for 2006-07 and
2007-08 (two years) had been completed (March 2014) creating additional
demand of ¥1.03 crore accepting the contention of Audit. No action has been

taken by the Department in case of the remaining four years (2008-09 to 2011-
12). |

The case was reported to Government in August 2014. Their reply has not been
received (October 2014).
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- (CTO, Special Circle I, Ernakulam)

M/s SSD 0Qil Mills Company Limited, Cochin was a dealer in edible oils,
margarine, bakery products etc. Audit found that the assessee self assessed to tax
their sales turnover of margarine for ¥3.03 crore and ¥3.20 crore for the years
2010-11 and 2011-12 at four per cent instead of at the correct rate of 12.5 per
cent. The application of incorrect rate of tax resulted in short payment of tax,
cess and interest of ¥65.83 lakh.

When the case was pointed out in October 2013, the Department stated in May
2014 that the assessments for the years 2010-11 and 2011-12 were conipleted
(March 2014) and additional demand of ¥71.21 lakh was created. The case was
reported to Government in September 2014. Their reply has not been received
(October 2014). ' ;

+ (CTO, Special Circle I, Ernakulam)

M/s Manu Enterprises, Cochin was a dealer in edibleA oil, margarine etc.
Though the assessee was dealing mainly with margarine, the sales turnover of
margarine for ¥9.99 crore, ¥11.71 crore, ¥17.92 crore and X25.46 crore for the
years 2008-09, 2009-10, 2010-11 and 2011-12 respectively were assessed to tax
at four per cent treating it as edible oil instead of 12.5 per cent applicable to
margarihe. The application of incorrect rate of tax resulted in short remittance
of tax, cess and interest of 7.27 crore.

When this was pointed out in October 2013, the Department stated in March 2014
that the assessments for the years 2008-09 and 2009-10 were completed and
additional demand of I1.29 crore was created. The case was reported to
Government in September 2014. Their reply has not been received (October
2014).

[Audit paragraphs 2.5.1 contained in the Report of the comptroller and
Auditor General of India on Revenue Receipts for the year ended 31* Maxch
2014]

[Notes submitted by the Government on the above audit paragraph are
included as Appendix II]
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Excerpts from the discussion of Committee with Officials cencerned

65. The Commissioner, Taxes Department informed that the case in respect
of M/s Stanes Trading Company, Thiruvananthapuram was sustainable and the
revenue recovery proceedings were still pending. The Committee directed that a
report be made available on the current status of revenue recovery proceedjngs to
the Committee at the earliest. The Commissioner, Taxes Department assured that
it would be made available.

66. The Commissioner, Taxes Department informed that the revenue
recovery proceedings initiated in respect of M/s Giby Traders Ernakulam were
pending. The Committee directed that a report be made available on the current
status of revenue recovery proceedings to the Committee at the earliest and the
Commissioner, Taxes Department agreed to it.

67. The Committee examined and approved “the reply submitted by the
government in respect of M/s Ruchi Soya Industries Limited, Cochin.

68. The Commissioner, Taxes Department informed that the amount to be
collected-in respect of the case related to M/s SSD Oil Mills Company Limited,
Cochin had been included in the Amnesty Scheme and the dealer had paid the
amount.

69. The Commissioner, Taxes Department informed that the entire amount
had been received from M/s Manu Enterprises, Cochin as part of the completion
of revenue recovery proceedings.

Conclusion/ Recommendation

70. The Committee observes that the revenue recovery measures have
not yet been completed in cases related to M/s Stanes Trading Co. and M/s
Giby Traders. Therefore, the committee directs that a report on the current
status of revenue recovery proceedings on the said cases be furnished to the
Committee within two months.

2.5.2 Bakery products including biscuits sold under brand name,
registered under the Trade Mark Act, 1999 are liable to be taxed at
12.5 per cent under SI.No.11 of list of goods taxable at 12.5 per cent
notified under KVAT Act, 2003.
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« (CTO, Special Circle II, Ernakulam)

M/s Elite Foods Private Limited, Kochi was a manufacturer of bakery products
selling goods under a brand name 'Elite’ registered under Trade Mark Act, 1999.
During 2011-12, they self assessed to tax their sales turnover of bakery products
within the state for ¥26.92 crore and interstate sales without C form for 12.31
lakh at four per cent instead of the correct rate of 12.5 per cent applicable to food
products sold under brand name registered under the Trade Mark Act, 1999. This
resulted in short remittance of tax, cess and interest of X2.76 crore.

This case was pointed out to the Department in December 2013 and reported to
Government in June 2014. Their replies have not been received (October 2014).

+  (CTO, Special Circle I, Kozhikode)

M/s Qjin Foods (P) Ltd., Kozhikode was a dealer in bakery products, sugar etc.
As per the annual return filed by the assessee for the year 2010-11, the sales
turnover of bakery products amounting to X7.93 crore was self assessed to tax at
four per cent as if they were sold under un-registered brand name. Audit
verified the details of brand name with the Controller General of Patents,
Designs and Trademarks, Mumbai available in the internet and found that the
assessee was a holder of registered brand name 'Ojin'. Hence, the rate of tax
applicable was 12.5 -per cent. Application of incorrect rate of tax resulted in
short payment of tax, cess and interest of X78.94 lakh.

When this case was pointed out in September 2012, the assessing authority
stated (September 2012) that notice under Section 25(1) of the KVAT Act,
2003 had been issued proposing to assess the turnover of bakery products at
12.5 per cent. Further, the case was reported to Government in June 2013. Their
reply has not been received (October 2014).

+ (CTO, Special Circle I, Ernakulam)

M/s Best Foods, Kochi was a manufacturer and dealer of bakery products. Audit
found from the internet, that the assessee had been permitted to use the registered
trade mark 'Best, Two Chef (Label)' by the Controller General of Patents,
Designs and Trademarks, Mumbai. Thus, the products were sold under the
registered trade mark and hence were taxable at 12.5 per cent. However, during
2011-12, the assessee self assessed to tax the sales turnover of bakery products
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for X5.53 crore at four per cent instead of 12.5 per cent applicable to branded
food products. Application of incorrect rate of tax resulted in short payment of
tax, cess and interest of X54.62 lakh.

The case was pointed out in August 2013; the Department stated in January 2014
that the assessment had been completed in November 2013 creating additional
demand of ¥56.99 lakh. Further, this case was reported to Government in May
2014. Their reply has not been received (October 2014).

- {Audit paragraph 2.5.2 contained in the Report of the Comptroller and
Auditor General of India on Revenueé Receipts for the year ended 31" March
2014} -

[Note siuibmitted by the Government on the above audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned

71. The Commissioner, Taxes Department informed that the case in respect
of M/s Elite Foods Private Limited, Kochi was not sustainable. He added that
the audit observation in this case was related to the short levy of tax due to the
application of incorrect tax rate on bakery products sold under the label “Elite”.
Higher rate of tax was applicable when a company used a registered trade mark
for their products. In this case, it was found that the company used label 'Elite’
even though, it had no registered label or trademark of its own and the said
trademark was the registered label of Yamuna Roller Flour Mills. The Hon'ble
High Court had also clearly ruled that the higher taxation bracket could not be
made applicable to those who just owned a label without a registered trade mark.

72. To a query of the Committee whether this was being done with the
intention of misleading the consumers, the Commissioner, Taxes Department
replied that it was so and many companies sold their products under the name
'Elite’. If those companies had illegally used the registered trade mark of Elite,
the owner of the trademark could file a case against them. But regarding
taxability, lower tax was charged if there was no registered trademark.

73. The Commissioner, Taxes Department informed that the case in respect
of M/s Ojin Foods (P) Ltd., Kozhikode was sustainable and revenue recovery
was progressing. The Committee directed that a report be made available on the
current status of revenue recovery proceedings. The Commissioner, Taxes
Department agreed to do so.
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74. The Commissioner, Taxes Department informed that the amount to be
paid in respect of M/s Best Foods, Kochi had been included in the Amnesty
Scheme and the dealer had paid the amount.

Conclusion/ Recommendation

75. As the revenue recovery measures initiated in case related to Ojin
Foods (P) Limited have not yet been completed, the Committee directs that a
report on the current status of revenue recovery proceedings should be
furnished to the Committee within a month. '

2.5.3 (CTO, Special Circle, Perumbavoor)

Under entry 103 of list-of goods taxable at 12.5 per cent notified under
KVAT Act 2003, ‘Muslipower X-tra' is a commodity taxable at 12.5 per
cent. This has been clarified® (November 2012) by the authority under
Section 94 of the KVAT Act, 2003.

M/s Kunnath Pharmaceuticals, Muvattupuzha was a manufacturer of ™usli
power X-tra'. During 2009-10 to 2011-12, the assessee self assessed to tax the
sales turnover of 'Muslipower X-tra' at four per cent, treating it as medicine. The
Department clarified (November 2012) that 'Muslipower X-tra' is not classifiable
under medicine but should be treated as an unclassified item taxable at 12.5
per cent. However, the assessing authority did not complete the assessment
applying the correct rate. This resulted in short remittance of tax, cess and
interest of ¥3.06 crore as detailed in Table - 2.2,

Table - 2.2
(X in crare)
Local sales
sl turnovey/ interstate | Short remittance
§ Year sales turnover of tax, cess and Reply of department
No. 3 i
without interest
Form C
1 | 2009-10 18.82 1.67 The case was brought to the notice of the
Department in June 2011. The assessing
authority stated in November 2011 that
notice was issued to .the assessee for
production of accounts and the assessment
would be revised after verification,

6  Order No. C3/23413/12/CT dated 28.11.2012
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2.1 2010-11 12.79 1.04 When the case was pointed out (July
2012), the assessing authority stated
(January 2013) that notice had been
issued to the assessee to produce accounts
for the year 2010-11 and result would be
submitted.

3. | 2011-12 4.06 . 035 This was peinted out to the Department
: in July 2013 and reported to Government
in April 2014. Government accepted the
contention of Audit and stated {August
2014) that the assessment was finalised
and demand notice for balance due I38.81

(lakh including interest was served. {June
2014).

Total 3.06

The cases pointed out in (1) and (2) above were reported to Government in September 2014. Their
replies have not been received (October 2014).

[Audit paragraphs 2.5.3 contained in the Report of the Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31 March
2014]

[Note submitted by the Government on the above audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned

76. The replies in respect of cases mentioned in the above audit paragraph
were examined and approved by the Committee.

Conclusion / Recommendation
77. Ne Comments.
2.5.4 (C.;I‘O, II Circle, Perumbavoor)

Steam boilers and thermic fluid heaters are taxable at 12.5 per cent
under Entry 60(2) and 103 respectively of list of goods taxable at 12.5 per
cent notified under KVAT Act, 2003. This rate of tax applicable on these
commodities has been clarified by the Commissioner of Commercial Taxes
in August 2009. Chimney is alse taxable at 12.5 per cent under Entry No.
103 of the above notification as it is not included in any of the schedules to
the Act.
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M/s Thermal Tech Engineers, Perumbavoor was a manufacturer and dealer of
thermic fluid heater, steam boiler, chimney etc. During 2009-10, 2010-11 and
2011-12, the assessee had sales turnover of Y1.16 crore, X1.40 crore and X1.45
crore respectively for those commodities. Audit found that as per annual returns
filed by the assessee for the years, the assessee self assessed to tax the above
commodities at four per cent against the correct rate of 12.5 per cent. The
assessing authority did not select the case for revised assessment to rectify the
defect and make good the short levy. This resulted in short payment of tax, cess
and interest of X42.35 lakh. :

When this was pointed out in May 2013, the Department stated in September
2013 that notice under Section 25(1) was issued by the assessing officer for
levy of tax at 12.5 per cent. This case was reporied to Government in May
2014. Their reply has not been received (October 2014).

[Audit paragraphs 2.5.4 contained in the Report of the Comptroller and

Auditor General of India on Revenue Receipts for the year ended 31" March,
2014]

[Note submitted by the Government on the above audit paragraph is
included as Appendix II] "

Excerpts from the discussion of Committee with officials concerned

78. To the Committee's query about the current status of the above case, the
Commissioner, Taxes Department informed that the RRC had been issued and a
writ petition was pending in the High Court.

Conclusion / Recommendation

79. The Committee directs the department to furnish the present status
of the writ petition filed in respect of the case related to M/s. Thermal Tech
Engineers, Perumbavoor. '

2.5.5 (CTO, Special Circle 1, Eynakulam)

Abrasive Sheet, asbestos sheet, ignition coil etc., are taxable at 12.5 per cent
under entries 1, 10(2)(b) and 33(11) of list of goods taxable at 12.5 per cent
notified under KVAT Act, 2003.
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M/s Kummenchery Steels, Thiruvankulam was a dealer in iron, steel, metals,
alloys etc. During 2011-12, the assessee did not concede in the annual return any
interstate purchase of 12.5 percent taxable items and entire intersiate purchase
was shown as four percent taxable. Further, the assessee did not concede any
sales turnover of 12.5 percent taxable items. Audit scrutinized data available on
check post module of Kerala Value Added Tax Information System (KVATIS)
and found that assessee had effected interstate purchase of 12.5 percent taxable
items such as abrasive sheet, asbestos sheet, ignition coil etc for ¥1.72 crore. As

there was no closing stock of 12.5( percent taxable items, it was evident that
| corresponding sales turnover was included in four per cent taxable sale. Self
assessment at incorrect rate of tax on commodities worth X 1.72 crore (without

considering GP) resulted in short remittance of tax, cess and interest of ¥17.15
lakh.

The case was pointed out to the Department in September 2013 and reported to
Govermnment in June 2014. Their replies have not been received (October 2014).

2.5.6. (CTO, Special Circle, Malappuram)

As per list of goods taxable at 12.5 per cent notified under KVAT Act, 2003,
cosmetics including hair oil, hair cream etc., are taxable at 12.5 per cent. As
per proviso 13 to Section 6(1) of the Act, tax payable on ayurvedic cosmetic
products manufactured under a drug license granted under the Drugs and
Cosmetics Act, 1940 (Central Act 23 of 1940) containing added medicaments
having subsidiary therapeutic or prophylactic uses shall be four per cent for
the peried from 1* April, 2005, to 12" November, 2009.

M/s Santhosh Pharmacy, Kadalundi Nagaram was a manufacturer and dealer in
ayurvedic products. During 2011-12, they self assessed their sales turnover of
ayurvedic cosmetic products coming under the list of 12.5 per cent taxable goods
notified under KVAT Act, 2003 for X2.09 crore at four per cent on maximum
retail price by classifying them as medicines. Misclassification resulted in short
remittance of tax, cess and interest of X15.03 lakh.

Audit pointed out this to the Department in May 2013 and reported tc
Government in February 2014. Their replies have not been received (October
2014). :
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[Audit Paragraphs 2.5.5 and 2.5.6 contained in the Report of the

Comptroller and Auditor General of India on Revenue Receipts for the year
ended 31* March, 2014]

[Notes submitted by the Government on the above audit paragraphs are
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned

80. The reply submitted by the government on the above audit paragraphs
were examined and approved by the Committee. '

' Conclusion/ Recbmmendéltig_!_l
81. No Comments.
2.5.7. (CTO, Special Circle, Malappuram)

Under entry 45 of the list of goods taxable at 12.5 per cent notified under
KVAT Act, 2003, furniture made from any material is taxable at 12.5 per
cent till 31° March, 2012.

M/s Tiptop Furniture Industries, Kottakkal was a dealer in fumniture and
furnishing materials. During 2011-12, the assessee filed annual return disclosing
total local sales turnover of X17.82 crore. This included turnover classified as
sale of handicrafts for Y1.21 crore which was self assessed to tax at four per cent.
As per closing stock of inventory, Audit found that the commodity classified as
handicrafts was nothing but carved wooden settee, dining table etc. Hence, these
were classifiable as furniture taxable at 12.5 per cent. The assessing authority did
not select the case for revised assessment to rectify the defect. The

misclassification resulted in short remittance of tax, qéss and interest of ¥11.59
lakh.

This case was pointed out to the Department in May 2013 and reported to
Government in February 2014. Government stated (July 2014) that assessment
had been completed creating additional demand of X12.62 Iakh and the amount
has been recommended for revenue recovery. Further repori has not been
received (October 2014). ' °

[Audit Pavagraph 2.5.7 contained in the Repert of the Comptroller and

Auditor General of India on Revenue Receipts for the year ended 31*
March, 2014}
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[Note submitted by the Government on the above audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with efficials concerned.

82. To the Comrmittee’s query about the current status of the above case,
the Commissioner, Taxes Department informed that an appeal was pending in the
High Court. '

Conclusion/ Recommendation

83. The Committee directs the department to furnish the present status
of the appeal petition filed in respect of the case related to M/s. Tiptop
Furniture Industries, Kottakkal.

2.5.8 (CTO, Special Circle If, Emakulam)

As per Section (21iiA) of KVAT Act, 2003 used motor vehicles means a motor
vehicle purchased and registered under the Motor Vehicles Act, 1988 and
used for a minimum of 15 menths subsequent to registration. Under proviso
10 to Section 6{1) of KVAT Act, 2003, the rate of tax on the sale of used
motor vehicles is 0.5 per cent.

M/s Indus Motors Company (P) Limited, Kochi was a dealer in motor vehicles
and parts. As per the annual return for 2009-10 filed by the assessee, their
conceded total and taxable sales turnover of used motor vehicles were T 45.97
crore and 345.75 crore respectively. The taxable murnover was self assessed to tax
at 0.5 per cent. Assessing authority confirmed from the website of the motor
vehicles department that 21 of these motor vehicles, the sale value of which
amounted to I56.17 lakh were not actually used for minimum period of 15
months and completed the assessment (September 2012) applying 12.5 per cent
tax on the turnover of 356.17 lakh. The original assessment was revised (June
2013) on detection of suppression by data mining team of the Department.
However, Audit found that subsequently based on application from the assessee
for rectification of some errors in the assessments, another assessing officer
assessed the entire sales turnover of X45.97 crore conceded by the assessee as
used motor vehicles in their annual return at 0.5 per cent. Assessment of tax on
vehicles used for less than 15 months at the rate applicable to used vehicle
resulted in short levy of tax, cess and interest of ¥9.67 lakh.
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When this was pointed out in audit (November 2013), the Department stated that
the matter would be examined. The case was reported to Government in June
2014. Their reply has not been received (October 2014).

[Audit Paragraph 2.5.8 contained in the Report of the Comptroller and

Auditor General of India on Revenue Receipts for the year ended 31%
March 2014] -

[Note submitted by the Government on the abeve audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned. -

84. To the Committee's query about the payment details, the
Commissioner, Taxes Department informed that 29.95 lakh had been paid after
adjusting payments already made. '

Conclusion/ Recommendation
85. No Comments.
2.5.9. (CTO, (WC&LT), Kollam)

As per Section 6(1) of the KVAT Act, 2003 transfer of goods involved in the
execution of works contract where transfer is not in the form of goods is
liable to be taxed at 12.5 per cent. Tyre retreading centract is a works
contract where transfer of goods does not take place in the form of goods as
evident from the fact that it is included as item 4 in table below Rule 10 (2)
(b) of KVAT Rules, 2005. The Rule specified the labour and other charges to
be deducted as percentage of the value of the works contract in cases ‘where
the actual turnover is not ascertainable from the books of accounts or the
dealer has not maintained any books of accounts.

M/s Quilon Tyres and Treads, Kollam was an assessee who had a contract receipt
of X86.06 lakh during 2010-11 from retreading of tyres. The assessee split the
contract as sale of materials (366.48 lakh) and labour charges (319.58 lakh) and
assessed tax at four per cent on former portion treating it as sale of tread rubber
and availed exemption on the later. Since tyre retreading contract is a works
contract, transfer value of goods has to be assessed to tax at 12.5 per cent. Failure

to levy tax at 12.5 per cent resulted in short levy of tax, cess and interest of ¥6.91
lakh.
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This case was pointed out (February 2013) to the Department and reported to the
Government in November 2013. Government stated (April 2014) that assessment
has been completed (December 2013) creating total additional demand of ¥10.51
lakh and demand notice has been issued to the dealer. Further report has not been
received (October 2014).

[Audit Paragraph 2.5.9 contained in the Report of the Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31
March 2014}

[Note submitted by the Government en the above audit paragraph is
included as Appendix 1I]

Excerpts from the discussion of Committee with officials concerned.

86. The Commissioner, Taxes Department informed the Committee that
the said case was sustainable and an appeal was pending in the High Court.

Conclusion/ Recommendation

87. The Committee directs the department to submit the present
status of appeal petition filed before the Hon'ble High Court of Kerala.

2.5.10. (CTO, (WC&LT), Pathanamthitta)

According to proviso to Section 8(a)(ii) of KVAT Act 2003, the compounded
tax payable by any works contractor registered under the provisions of CST
Act, 1956 or an importer, in respect of contract awarded by Government of
Kerala shall be four per cent of the whole contract amount. Section 7(5) of
the CST Act, 1956 requires the dealer to apply for cancellation of
registration not later than six months before the end of a year and
cancellation of registration shall take effect from the end of the year.

M/s Mathew Abraham, Ranni was a works contractor registered under CST Act,
1956. During 2010-11, the assessee self assessed his contract rece{pts from
Government of Kerala at compounded rate of three per cent and the assessing
authority revised the assessment in May 2012 creating additional demand of
X4.73 lakh at differential rate of one per cent, cess and interest. But CTO
(WC&LT), Pathanamthitta, cancelled the same on the ground that the dealer had
no CST Registration. .Audit found that the assessee requested the é,ssessing
authority in January 2010 for the revalidation of C Forms upto 30 June 2010.
From this, it is evident that the assessee had not applied for cancellation of
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registration six months prior to April 2010 without which cancellation of
registration would not be effective during 2010-11. Hence, the assessee was
liable to pay compounded tax at four per cent. Application of incorrect rate
resulted in short levy of tax, cess and interest of X5.03 lakh.

This case was pointed out in December 2012 to the Department and was reported
to Government in December 2013. Government stated (July -2014) that
assessment for the year 2010-11 has been completed creating additional demand
of T 5.70 lakh. Further report has not been received (October 2014).

[Aﬁdi‘t Paragraph 2.5.10 contained in the Report of the Comptroller and’
Auditor General of India on Revenue Receipts for the year ended 31%
March 2014}

[Note submitted by the Government on the above audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned.

88. The Committee examined and approved the reply submitted by the
Government on the above audit paragraph.

Conclusion/ Recommendatign

89. No Comments.

2.6 Short levy of tax due to incorrect claim of input tax/ special rebate
allowed

'Excess input tax credit/special rebate was availed resulting in short levy of tax.

2.6.1. (8 CTOs)

As per Sectien 30(3) (a) of KVAT Act, 2003, no registered dealer shall collect
any sum purporting to be by way of tax on the sale of any goods at a rate
exceeding the rate at which he is liable to pay tax. Thus, collection of tax in
excess of the amount of tax actually due is illegal. The first proviso below
Section 11(3) of KVAT Act, 2003 stipulates that no input tax credit shall be
allowed to any tax illegally collected. As per Section 67(1)(e) of KVAT Act,

7 CTOs 1 Circle, Palakkad, Special Circles Alappuzha, Kannur, Kollam, Kettayam, Thrissur, Special Circle 111,
Ernakulam and Special Circle Ii, Kozhikode.

‘home/lepde/Docuinents/Bevathy/2023/ PAC/Report/Final/Taxes Department 11.2.2025.0dt




50

2003, bogus claim of input tax credit will aitract penalty upto twice the
amount of tax or other amount evaded or sought to be evaded.

As per annual returns filed by 13 dealers in eight CTOs, Audit found that the
assessees availed input tax credit for the purchases made by them in excess of
what was actually due to them. The assessing authority did not select the case for
revised assessment to rectify the defect. This resulted in short levy of tax, cess
and interest of ¥2.40 crore. Penalty upto X3.01 crore was also leviable in these
cases as shown in Appendix IT1(5).

When ﬂlé case was pointéci out to the Deparﬁnent ih] Septembér 2014, it was
stated that a detailed report would be furnished soon after the verification from

the offices concerned. The case was reported to Government in September 2014.
Their reply has not been received (October 2014).

2.6.2. Under proviso 3 to Section 11(3) read with proviso 3 to Section 12(1) of
KVAT Act, 2003 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 by sale in the course of inter-state trade, which is exempted
from tax, input tax credit and special rebate shall be limited to the amount of
input tax/ purchase tax paid in ‘excess of four per cent on the purchase turn-over
of such goods sent outside the State. As per Rule 12A of KVAT Rules 2005,
where taxable goods are used during a return period partly in relation to taxable
transaction and partly in relation to exempted or non-taxable transaction, the
input tax paid or special rebate to which the dealer has become entitled to during
such return period shall be apportioned between the taxable and exempted
transactions on the basis of the ratio of taxable and exempted turnover and the
portion relating to exempted sale or transaction shall be disallowed.

e (CTQ, Special Circle I, Kezhikode)

M/s Parisons Foods (P) Limited, Kozhikode was a dealer in edible oil, coconut
oil and industrial inputs etc. During 2010-11, interstate stock fransfer constituted
17.78 per cent of its disposal of goods excluding trading of coconut oil and high-
sea sale. Total local purchase excluding coconut oil being ¥55.92 crore, local
purchase proportionate to stock transfer for which input tax credit to be
disallowed was'39.94 crore. However, the assessee availed entire tax paid on
local purchase as input tax credit. The assessing authority did not select the case
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for revised assessment to rectify the defect. This resulted in short payment of
tax, cess and interest of X46.99 lakh.

The case was pointed out to the Department in September 2012 and reported to
Government in June 2013. Their replies have not been received (October 2014).

* (CTO, Special Circle, Perumbavoor)

M/s E.V. Mathai & Sons, Kothamangalam was -a dealer in rubber sheets and
rubber products. During 2011-12, the sales turnover conceded by the assessee
was T124.32 crore. Out of this, taxable sale was for 346.68 crore (37.55 pet
cent) and the balance of X77.64 crore (62.45 per cent) was exempted as interstate
sale. The assessee availed excess input tax credit and paid less purchase tax as
detailed in Table 2.3 and Table-2.4.

Table — 2.3
Local purchase ‘ Tax at 4 percent | b6+ Input tax credit =
fron:lreglstered 1 oh logal purchase Admissible 1 availed availed in excess
[ ealers | (37.55 per cent of (A)
‘ | X4.59 crore) | :
3 , 3 "*t s 3 |
114.83 crore ‘ 4.59 crore | 17247 lakh ‘ 177.48 lakh 5.31 lakh
Table — 2.4
Local leI'Cl'_IaS"E | Local purchase [ Purchase Tax i
‘ from unregistered | proportionate to Due = Paid l Short payment
dealers - interstate sales Apercent | (B) \
('62.45_ per cent) | | I
3 | 3 3 2 | |
= - N - 2 - | Fiz o )"
659.50lakh | 41186lakh | 1647lakh | 1140lakh | .5.07lakh |
Total short payment of tax (A) +(B) | 10.38lakh |

This resulted in short payment of tax, cess and interest of X11.95 lakh.

The case was pointed out to the Department in July 2013 and reported to
Government in May 2014. Their replies have not been received (October 2014).

. (CTO, II Circle, Kannur)

M/s Bushra Plywoods & Wood Industries and Jas Plywood, Kannur were Small
Scale Industrial (SSI) umits eligible for exemption from payment of CST. The
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assessees availed benefit of CST exemption during the years 2005-06 and 2006-07.
Since their interstate sales were exempted from payment of tax, the input tax at
four @c.ent on purchase proportionate to exempted interstate sales should
have been disallowed. Audit found that the assessing authority allowed the input
tax paid by the assessee in full and excess input tax credit amounting to 6.91
lakh was refunded to the assessee. This resulted in short levy of tax and interest
of X11.60 lakh.

This was pointed out to the Department between December 2012 and January
2013 and reported to Government in June 2013. Government replied (January
2014) that the assessment in respect of the above dealers for the years 2005-06
and 2006-07 had been completed by the assessing officer demanding tax and
interest of X 4.70 lakh and X 7.14 lakh respectively after the defect being pointed
out by Audit. Appeal is pending before DC (Appeal), Kozhikode. Further reply has
not been received (October 2014). -

. (CTO, Special Circle, Thiruvananthapuram)

M/s Kerala State Electronics Corporation, Manvila was a dealer in electronic
goods. During 2010-11, they had local purchase for X4.38 crore and they availed
input tax credit of ¥36.23 lakh. Out of the total disposal of goods for X8.91
crore, X2.43 crore constituting 27 per cent of the total goods disposed during |
the year was stock transferred outside the State. As such, four per cent input tax
credit {proportionate to interstate stock transferred out had to be reversed. Availing
of excess input tax claim resulted in short remittance of tax, cess and interest of
X5.69 lakh as shown in Table — 2.5.

Table — 2.5

i - (inlakh)
Towldisposalof goods | - 89140
r_Interstatf stock transfer out Eal ! 243.25 (27 per cent),
Total local purchase turnover for which mput tax credit| 438.38
lwas claimed _
Locz;l ;;mc*ﬂ;seﬁvalue proportionate to stock transfer (2 (27i ' 11836
per cent of X43838 lakhy .

I[lpL_lt t.E:X claim to 't;gd.isallowed (four per cent) ! 4.73
_Total short levy inciu::li;g cess :'ind interest ; ' 5.695
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The case was pointed out to the Department in December 2012 and reported to
Government in January 2014. Government stated (April 2014) that the assessee
had been directed (February 2014) to remit the excess input tax credit availed.
Further report has not been received (October 2014). |

[Audit Paragraphs 2.6.1 & 2.6.2 contained in the Report of the Comptrolier
and Auditor General of India on Revenue Receipts for the year ended 31*
March, 2014]

[Note submitted by the Government on the above audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned.

90. The Committee examined and approved the reply submitted by the
government in respect of the 13 cases mentioned in Appendix III(5). The
Committee opined that as the entire system had been shifted to GST, the above
issues would not came before the Committee again.

91. The Commissioner, Taxes Department informed that in some cases, if
the assessment was required to be done on appeal, it would have to be
reconsidered and at present all matters were covered under GST. The Committee
enquired whether there was any provision in the new GST regime for pending
cases, in the case all businesses were shifted to GST.

92. The Comimissioner, Taxes Department informed that it could be done
in the same way as the arrears were collected. The Committee enquired whether
adequate attention was being paid to the pending cases related to the period
immediately preceding the new GST regime.

93. The Commissioner, Taxes Department informed that in all such cases,
at least an audit or review or scrutiny had been completed and all the major
demands were either in RR stage or in High Court appellate stage. It has not been
possible to decide on each issue quickly and if a special bench of the High Court
was available, the cases could be decided quickly. The Committee opined that the
slow processes of tax collection would lead to huge difference in value of money
over a relatively longer period.

94. When the Committee directed to give reply on the audit observation,
the Additional Commissioner, GST Department submitted that apart from
imported edible oil, M/s Parisons Foods (P) Ltd. also had local purchase.
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However, input tax credit was allowed only for local purchases and could not be
claimed for imports and interstate stock transfers. It was the imported edible oil
that was transferred interstate by the firm, for which input tax credit was not
allowed. An order from Hon’ble High Court was also there in that regard. The
Additional Commissioner added that the firm had maintained a separate account
for imported oil and locally purchased oil. The Committee suggested to find out
and report similar cases.

95. Regarding the case M/s E.V. Mathai & Sons, Kothamangalam, the
Additional Commissioner, GST Departmient informed that a detailed report -
would be submitted.

96. While considering M/s Bushra Plywoods & Wood Industries, Kannur
the Additional Commissioner, GST Department informed that Small and Medium
Scale Industries were given some exemptions earlier in payment of Sales Tax.
Even after the VAT was effected, some units continued to avail the benefits of tax
deductions as they were specifically exempted by the Government. He added that
the unit mentioned was of similar nature and a case in that regard was pending
before the Tribunal. When the Committee asked about the order of Hon’ble
Supreme Court referred in the RMT, the Commissioner, Taxes Department .
informed that SLP was filed and the case was pending. The Additional
Commissioner, GST Department informed that the case might not be accepted in
the court and the Committee agreed to drop the audit para.

97. While considering M/s Jas Plywoods, the Additional Commissioner,
GST Department submitted that the Tribunal accepted the plea of the {irm and
passed an order in favour of them. Though the department had decided to
approach the Hon'ble High Court, the legal opinion of the Government Pleader
was that there was no scope for filing TRC. The Committee accepted the reply
and agréed to drop the audit para.

98: When the Committee directed to give the details regarding M/S Kerala
State Electronics Corporation, the Additional Comimissioner, GST Department
submitted that it was sustainable and, assessment was completed and the RRC
was issued.
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Conclusions/ Recommendations

99. The Committee observes that excess input tax credit availed by
certain dealers resulted in short levy of tax, credit and interest. Therefore,
the Committee directs the Department to find out similar cases, if any and
report them to the Committee as soon as possible.

100. The Commiittee also directs the Department to furnish a detailed
report on the collection of demand, if any, due from M/s Parisons Foods (P)
Ltd. to the Committee at the earliest. .

101. The Committee directs the department to submit a detailed report in
respect of the objection pointed out by the Accountant General in connection with
M/s E.V. Mathai & Sons, Kothamangalam at the earliest.

102. Regarding the case related to M/s Kerala State Electronics
Corporation, Manvila, the Committee directs the department to submit a
report on the status of realisation of revenue at the earliest.

2.6.3. (CTO, Special Circle IT, Emakulam)

As per Rule 10(b) of KVAT Rules, 2005, while determining the taxable
turnover of a dealer, all amounts allowed to purchasers in respect of
goods returned by them within a period of ninety days from the date of
delivery of the goods can be deducted from the total turnover of the dealer.
As per Section 41 of KVAT Act, 2003, the dealer effecting the sale shall
issue to the purchaser a credit note in such cases.

M/s Apollo Tyres Limited, Kochi was a dealer in tyres, tubes, flaps, tread rubber
etc. Audit found that as per the annual return filed by the assessee for 2011-12,
the assessee claimed credit of X12.00 lakh as tax element of credit note. The
above tax credit was not admissible as there was no corresponding sales return as
per Form 13A. Incorrect claim of tax credit resulted in short remittance of tax,
cess and interest of X14.55 lakh.

When this was pointed out (January 2014), the assessing authority stated that the
matter would be examined. Further, this case was reported to Government in
June 2014. Their reply has not been received (October 2014).
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[Audit paragraph 2.6.3 contained in the Report of the Comptrolier and
Auditor General of India on Revenue Receipts for the year ended 31"
March, 2014}].

[Note submitted by the Government on the above audit paragraph is
included as Appendix 11}

Excerpts from the discussion of Commitiee with officials concerned.

103. While considering M/s Appollo Tyres Limited, Kochi, the Additional
Commissioner, GST Department submitted that it had been reported as non-
sustainable. The dealer availed tax credit of Y12 lakh in which 10 lakh was the’
credit note on the basis of garnished order from the Sub Court and the tax credit
amounting to the balance amount had been assessed.

Conclusion/ Recominendation
194. No Comments.

2.6.4. As per Section 25 of KVAT Act, 2003 where any input tax credit or
special rebate has been wrongly availed of, the assessing authority may,
at any time within five years from the last date of the year to which the
return relates, proceed to determine, to the best of its judgment, input tax
credit or special rebate that has been wrengly availed of and disaliow the -
input tax credit or special rebate wrongly availed of. As per Section 20A of
KVAT Act, 2003, every dealer shall file his return as well as purchase
and sales list through electronic filing in addition to hard copy to be filed
along with the return.

. (CTOQ, Special Circle I, Ernakulam)

M/s Bams Condiments Impex Private Limited, Kochi was a dealer in food
products, edible oil, flours etc. Audit scrutiny revealed that the assesee availed
input tax credit of ¥8.07 lakh on purchases aggregating 33.05 crore from a sister
concern. during 2011-12. Audit found that as per sale lists filed by the sister
concern in KVATIS, their aggregate sales to the assessee during the year was
only ¥69.29 lakh- and output tax collected and remitted to Government was
X1.65 lakh. But assessing authority did not reassess the case under Section 25
and disallow incorrectly availed input tax credit of X 6.42 lakh. This resulted in
short remittance of tax, cess and interest of X 7.58 lakh.
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When this was pointed out in October 2013, the Department stated that the case
would be examined. Further, this case was reported to Government -in June
2014. Their reply has not been received (October 2014).

. (CTO, Special Circle II, Ernakulam)

M/s Lan Mark Shops India Private Limited, Emakulam was a dealer in electrical
and electronic goods. As per the annual return filed for 2011-12, the assessee had
purchase returns of commodities taxable at 12.5 per cent and four per cent
amounting to Y1.05 crore. Audit found that for reversing input tax credit, the
dealer calculated tax of X7.36 lakh only on the above purchase return against the
actually due tax of ¥12.96 lakh leading to short assessment of tax of X5.60 lakh
as shown in Table — 2.6. |

Table — 2.6
(X in lakh)
! | Tax '
| | -
| |
 SL.¢ Description of goods Rateof tax | Value 2 | ssessedii]l SH
i No. | (%) | ;
- = | assessment
| 1| White goods,electrical and | 125 | 10326 1290 7 UM s 2E
 electronic goods, microwave | '
| oven and cooking range, air | i
‘ conditioner etc. ' ' i
S A ——— IR | ‘ AN | | L 38
2. | Electronic goods, iron and 4 149 | 0.06 0.05 | 0.01
steel and its products | | ! '
I~ |
Total | | | 12.96 7.36 5.60
L L ; |

This resulted in excess availing of input tax credit and consequent short
remittance of tax, cess and interest of X 6.79 lakh.

This case was pointed out (January 2014) to the Department and was reported to
Government in June 2014. Government stated (October 2014) that the assessing
authority had completed the assessment (February 2014) and the assessee had
paid X7.56 lakh. The reply was not tenable as actual tax amount due was I12.96
lakh but only X7.56 lakh has been paid.

[Audit paragraph 2.6.4 contained in the Report of the Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31" March,
2014)].
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[Note submitted by the Government on the above audit paragraph is
included as Appendix Iij

Excerpts frem the discussion of Committee with officials concerned.

105. The Additional Commissioner, GST Department submitted that the
objection related to M/s Bams Condiments Impex Pvt. Ltd.,, Kochi was
sustainable, and the outstanding amount had been remitted under the amnesty
scheme. The Additional Commissioner, GST Department submitted that the case
in respect of M/s Lanmark Shops India Pvt. Lid, Ernakulam ‘was also
sustainable, and the entire arrear amount had béen remitted.

Conclusion/ Recommendation

106. No Comments

2.7  Short levy of tax due to escape of turnover from assessment.

| Turnover conceded in the return was less than that arrlved at as per Rule

2.7.1 As per Rule 10{2)(a) of the KVAT Rales, 2005, 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 turnever in respect of the transfer of
property involved in the execution of works contract, shall be arrived at
after deducting labour and other charges specified thereunder from the
total amount received for the execution of the works contract. However; if
the taxable turnover so arrived at falls below the cost of goods transferred
in the execution of works contract, an amount equal to the cost of goods
transferred in the execution of works contract together with profit, if any,
shall be the taxable turnover in respect of such works contract.

- (CTO (WC&LT), Palakkad)

M/s Oceanus Dwellings (P) Limited, Palakkad was a works contractor. During
2010—11, the assessee had a total contract receipts of X 20.73 crore. From this,
the assessee availed an exemption of X7.24 crore towards payment to
subcontractors and X 5.65 crore under Rule 10. Out of the remaining turnover
of X 7.84-crore, X1.42 crore was assessed to tax at compounded rate of three per
cent and balance turnover of I6.42 crore, as non-compounded turnover. Audit
found that as per the annual return filed, the assessee had purchases of X13.09
crore. As such, the non-compounded portion of works contract assessable should
not be less than X 13.09 crore against which turnover assessed to tax was X 6.42

/homeffcpde/Documents/Revathy/2023/PAC/ Repory/Final Taxes Department 11.2.2025.0dt



59

crore. Escape of turnover over I 6.67 crore from assessment resulted in short
remittance of tax, cess and interest of X 1.02 crore.

When this case was pointed out to the Department in February 2013, the
assessing authority agreed to examine the case. The case was reported to
Government in May 2014. Their reply has not been received (October 2014).

. (CTO, (WC&LT), Kollam)

Shri. L Satheek, Kallam, a works contractor, filed annual return for 2009-10
‘conceding total contract receipt of X 5.46 crore. As per the annual return, the
assessee availed exemption of X 4.68 crore and self assessed tax on the balance
turnover of X 78.26 lakh only. Audit found that the cost of goods transferred to the
work together with freight and profit element aggregated to X 5.92 crore. Escape
of turnover of X 5.14 crore from self assessment resulted in short payment of tax,
cess and interest of X 86.42 lakh.

The case was pointed out to the Department in March 2013 and to the
Government in November 2013. Government stated (March 2014) that the
assessment was revised creating additional demand of X 1.10 crore and the

amount was advised for realisation under revenue recovery. Further report has not.

been received (October 2014).
. (CTO (WC&LT), Kozhikode)

M/s ERA INFRA Engineering Limited, Kozhikode, a works contractor, disclosed
a taxable turnover of X 1.40 crore in their annual return for 2009-10, after
availing exemption under Rule 10 of KVAT Rules, 2005. Purchase value of
goods transferred to the work during the year was X 2.81 crore. The taxable
turnover which includes the gross profit as per the provisions of the KVAT
Rules, 2005 would come to X 2.89 crore. However, the assessing authority did
not re-assess the escaped turnover of X 1.49 crore. This resulted in short levy
of tax, cess and iaterest of ¥ 21.77 lakh.

The case was pointed out to the Department in September 2011 and reported to
the Government in March 2012. Government stated (July 2012) that assessment
has been revised creating additional demand of X 18.62 lakh. Further report has
not been received (October 2014). |
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[Audit paragraphs 2.7.1 contained in the Report of the Comptroiler and
Auditor General of India on Revenue Receipts for the year ended 31"
March, 2014)]. ‘

[Notes submitted by the Government on the above audit paragraphs are
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned.

107. Regarding the case related to M/s Oceanus Dwellings(P)Ltd., the
Additional Commissioner, GST Department submitted that the dealer had
- obtained a stay order from Hor’ble High Court, against collecting the balance -
tax. Regarding Sri. L. Satheek, Works Contractor, Kollam, the Commissioner,
GST Department submitted that it was sustainable and a notice had been issued.
The Additional Commissioner, GST Department informed that the assessee had
remitted forty per cent amount under the amnesty schéme, but Accountant
General’s observation was that the said amount did not cover forty per cent. The
modified demand notice issued was challenged by the dealer in the Hon’ble High
Court. The Additional Commissioner, GST Department added that a rectifying
order might be issued and the case could be settled. Regarding M/s ERA INFRA
Engineering 1.td, Kozhikode, the Commissioner, GST Department submitted that
it was sustainable and the entire amount had been remitted.

Conclusion/ Recommendation

108. The Committee directs the department to submit the present
status of the stay order in connection with the case related to M/s Oceanus
Dwellings (P) Ltd., Palakkad.

2.7.2 (Five CTOs)

Explanation VII under Section 2(lii) of the KVAT Act, 2003 stipulates that
where a dealer sells any goods purchased by him at a price lower than that
at which it was purchased and subsequently receives any amount from any
persen towards reimbursement of the balance of the price, the amount so
received shall be deemed to be turnover in respect of such goods. It was
judicially held® that credit notes issued by the manufacturer to the
distributor towards recoupment of additional sale price is for the goods sold
by him and such cases clearly attracts Explanation VII.

8 2011 (38 VST 74 (Ker) Cement house Vs State of Kerala (High Court of Kerala)
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Audit noticed between February 2012 and June 2013 that in five offices, the
discount/ incentive received in six cases was not reckoned as turnover for
assessing to tax, though the dealers concerned sold goods purchased by them at
price lower than that at which they were purchased. The assessing authority did
not select the cases for assessment to rectify the defect. This resulted in short
payment of tax, cess and interest of ¥61.16 lakh as detailed in Table — 2.7.

Table — 2.7
(X in lakh)
- Sl Namne of assessee Period/ Nature of Tax, cess and
No. Name of the circle Commodity/Rate irregularity interest
b | ' leviable
1. ' AB Traders Amaravﬂa 2010-11 Goods purchased 21.16
1_ CTO, Special Circle, Cement/ White | for X 15.65 crore
Thiruvananthapuram cement were sold for
12.5% X 15.20 crore.
Subsequently the
assessee received
{ ! | Y1.42 crore as
discount which was
| not assessed to tax

'Government stated (Aprll 2014) that assessrnent was revised creatmg addmonal
| 'demand of ¥ 17.93 lakh as tax and ¥ 4.48 lakh as interest. The dealer remitted 7. 47 .
;lakh. Further report has not been received (October 2014).

]

2. M. Abubeker. Amarav11a 2010-11 [ Goods purchased 12.49
CTO, Special Circle, ! Cement for X 8.50 crore
Thiruvananthapuram 12.5% was sold for X 8.15

crore. Subsegently
! the assessee
received X 83.83
lakh as discount
wich was not
| assessed to tax.

Government stated (April 2014) that assessment has been rev1sed creaurxg addmonal
rdemand of ¥ 11.29 lakh as tax and X 2.71 lakh as interest and the assessee remitted an
| amount of 34.67 lakh Further r report has not been received (October 2014)

3. | Lakshmi D1g1ta1 Plaza 2010-11 Goods purchased 9.82
; Thrissur and | for X 1.03 crore and
\ CTO, 111 Circle, Thrissur l 2011-12 X 5.91 crore during |

Electrical and
Electronic goods
12.5%
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2010-11 and 2011~
12 were sold for
¥1.01 crore and

X5.90 crore. The
assessee
subsequently




' received discount l

of 18.79 lakh and |
| %48.01 lakh which
' were not assessed
to fax. :

Reply has not been I"ECBIVEG from Department / /Govemment (Octobe- 2014)

4. . M/s Alpha Agencies, 2010-11 Goods purchased | 6.75
Palakkad Electronic goods for X 2.26 crore |
CTO, II Citcle, Palakkad 12.5% was sold for 1.97
crore. !
Subsequently the E
-assessee received |
X44.21 lakh as

I discount which was 4
1 not assessed 1o ax.

Reply has not been received frorn Department /Government (October 2014).

5. M/s Three Star Traders. | 2010-11 Goods purchased | | 5.64
CTO, Tirur Cement/ White for X6.32 crore.
cement Subsequently the |
12.5% assessee received | |
¥39.16 lakh as |
discount which was

| not assessed to tax. E

Reply has not been I‘ECEIVEd frorn Deparunent/Gpvemment (October 2014)

6. M/s Alpha Intematlonal 2010-11 Goods purchased L 5.30
Traders, Mannakkad Cement/ white for X12.87 crore
CTO, Special Circle, cement was sold for X12.77 |
Palakkad 12.5% crore,
Subsequently the |
assessee recceived |
X35.56 lakh as

|
| discount which was |
| not assessed to tax. ‘

i I

' Reply has not been received from Department / Government (October 2014) 1

=i - ___I it

6116 |

[Audlt paragraphs 2.7.2 contamed in the Report of the Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31*
March, 2014)].

[Note submitted by the Government on the above audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned.

109. The Additional Commissioner, GST Department submitted that the
cases related to M/s A.B.Traders, Amaravila, Shri.M. Abubaker, Amaravila were
sustainable and the entire amount had been remitted.

Mome/fepde/Docuinents/Revathy/2023/PAC/ReportFinal/ Taxes Department  £1.2.202%5.0dt



63

110. The Commissioner, GST Department submitted that the case related to M/s
Lakshmi Digital Plaza, Thrissur was sustainable. The Additional Commissioner, GST
Department supplemented that the entire amount demanded had been remitted.

111. While considering the case of M/s Alpha Agenciesl, the Additional
Commissioner, GST Department submitted that the case was not sustainable. The
audit objection was that the goods were sold at a price lower than the purchase
value. But the assessing authority had reported that the objection would not be
sustained as it was profitable to the dealer. ’

112. Regarchng the case related to M’s. Three Star Traders Tanur, the '
Additional Commissioner, GST Department submitted that, as per law, in cases
where the sales value of goods was lower than the purchase value, any amount
received later by the dealer should be treated as turnover. Necessary clarification
in that regard had been made by Hon’ble High Court. It should be verified that
selling price was lower than the purchase price, the output tax and input tax
should be compared, and the excess input tax, if any, alone could be treated as
turnover. The amount received later by the dealer should be proved to be the
amount provided to reimburse such balance. The Committee enquired whether
the detailed RMT was received and if any, additional demand was made as per
the assessment. The Senior Audit Officer informed that the RMT was received in
the last week. The Additional Commissioner, GST Department informed that no

additional demand was made. The Committee accepted the reply and agreed to
drop the audit para.

113. While considering the case of M/s Alpha International Traders, the
Additional Commissioner, GST Department submitted that it was not
sustainable. The purchase price exceeded the selling price as transport and labour
charges were added to it, and those charges could be excluded as directed by the
appellate authority. The Committee accepted the reply.

Conclusion/ Recommendation
114. No Comments.
2.7.3 (CTO, Special Circle, Palakkad)

As per Section 2(xliv) of the KVAT Act, 2003, sale price includes any sum
charged for anything done by the dealer in respect of the goods or services
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at the time of or before delivery of, excise duty, special excise duty or any
other duty or taxes except the tax imposed under KVAT Act, 2003. As per
Section 31(5) of the Act, failure to pay tax or any amount assessed or due,
within the time prescribed attracts simple interest at the rate of twelve per
cent per annum. Further, it was judicially held® by the Hon. Supreme Court
of India that if the seller is under obligation te transport goods te the place
of the buyer, any incidental or transportation expenses charged will form
part of the sale consideration.

M/s ‘SEPR. Refractories (I} Limited, Palakkad.a manufacturer of electrocast
refractories, tiles adhesives etc., filed annual return for 2010-11 conceding total
sales turnover of I153.15 crore. Audit found that as per Profit and Loss (P&L)
account of the assessee, they had a total sales turnover of I159.95 crore
- including excise duty. The assessing authority did not re-assess the case to tax the
escaped turnover of I6.81 crore. This resulted in short payment of tax, cess and
interest of I37.92 lakh.

The case was pointed out to the Department in December 2012 and reported to
Government in April 2014. Their replies have not been received (October 2014).

[Audit paragraph 2.7.3 contained in the Report of the Comptroller and
Auditor General of India on Revenue Receipis for the year ended 31* March}
2014)].

[Note submitted by the Government on the above audit paragraph is
included as Appendix IT]

Excerpts from the discussion of Committee with officials concerned.

115. When the Committee enquired about the current status of revenue
recovery, the Additional Commissioner, GST Department submitted that the
objection in respect of M/s.SEPR Refractories India- Ltd. was partially
sustainable. The major part of the turnover belonging to the Maharashtra Sales
Tax Authority was excluded and, revenue recovery notice had been issued for the
balance amount.

Conclusion/ Recommendation

116. The Committee directs the Department to submit a report on

9 34 VST 2010(8C) India Meters Vs State of Tamil Nadu.
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the current status of revenue recovery proceedings that had been initiated in
connection with M/s SEPR Refractories (I) Ltd, Palakkad.

2.7.4 (CTO, I Circle, Thiruvananthapuram)

Sale of disc tapes, solid state non volatile storage devfces, smart cards
and other media for recording of sound or of other phenomenél, whether
or not recorded, are liable to be taxed at four per cent under SI. No. 69 (4)
of Third Schedule to KVAT Act, 2003. '

M/s. State Institute of Educational Technology, Thycaud, Thiruvananthapuram
filed annual return for 2010-11, conceding a taxable turnover of X1.30 crore.
Audit found that as per the income and expenditure statement forming part of
the audited accounts of the assessee, they had an additional income of 1.06
crore from sale of educational video programmes during the year, which was
not included in the annual return and assessed to tax. The assessing authority
also did not re-assess the escaped turnover. This resulted in short payment of
tax, cess and interest of I5.23 lakh.

The case was pointed out to the Department in March 2013 and reported to
Government in January 2014. Government stated (October 2014) that assessment-
had been completed creating additional demand of X5.38 lakh and Revenue
Recovery proceeding has been initiated to collect the amount. Further report has
not been received (October 2014).

[Audit paragraph 2.7.4 contained in the Report of the Comptroller and
Auditor General of Indla on Revenue Receipts for the year ended 31% March
2014)].

[Note submitted by the Government on the above audit paragraph is
included as Appendlx 11|

Excerpts from the discussion of Committee with officials concerned.

117. Regarding the case related to M/s. State Institute of Educational
Technology, Thycaud, Thiruvananthapuram, the Additional Commissioner, GST
Department submitted that it was sustainable, and the entire amount had been
remitted under the amnesty scheme.
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Conclusion/ Recommendation
118. No Comments.

2.8. Short payment of tax due to non revision of self assessments having
defects/ deficiencies.

Assessing authorities did not re-assess tax in the case of defective self |
| assessments

2.8.1 As per Section 25(1) of KVAT Act, 2003 where whole or any part of
turnover of business has escaped assessment in any year or where for any
reason the whole or any part of the turnover has been assessed at a rate
lower than the rate at which it is assessable, the assessing authority may, at
any time within five years from the last date of the year to which the return
relates, proceed to determine, to the best of its judgment, the turnover which
has escaped assessment or the turnover which has been assessed at a rate
lower than the rate at which it is assessable and assess the tax payable on
such turnover. As per instructions of Commissioner of Commercial Taxes",
registered dealers are required to upload the details of their interstate sales
and stock transferred to other states, of goods before the consignment
reaches the check posts and the same is approwi}ed by the check post.
authorities when consignments are released from check posts, these details
are linked to KVATIS to enable the assessing authority to ascertain whether
the transaction appear in returns filed. As per Section 67(1){d) of KVAT
Act, 2003, submission of untrue or incorrect return will attract penalty upto
twice the amount of tax or other amount evaded or sought to be evaded.

+  (14CTOsY)

Audit cross verified the details of interstate transfer of stock by way of sale or
otherwise by the assessees with that of the annual returns filed by the assessees
and found that 28 dealers under 14 CTOs had failed to report entire/part of their
interstate sales. and stock transfer out, captured in check post module of
KVATIS. The assessing authorities did not re-assess the same under Section 25
of KVAT Act, 2003. This resulted in short payment of tax, cess and interest of

1. Circular No. 16/2011 dated 26.08.2011

11. CTOs Third Circle, Thiruvananthapuram, Special Circle, Alappuzha, Kannur, Kollam, Kottayam,

Mattancherry, Patakkad,'Thiruvananthapuram, Thrissur, Special Circle 1, Kozhikode, Special Circle 11,

Kozhikode, Special Circle II, Ernakulam, Special Circle 111, Emakulam, Special Circle (Produce)
Mattancherry.
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X2.19 crore. Penalty upto X3.22 crore was also leviable in these cases as shown
in Appendix III(6). '

When the case was pointed out to the Department in September 2014, it was
stated that a detailed report would be furnished soon after the verification from
the offices concerned. The case was reported to Government in September 2014.
Their reply has not been received (October 2014). ;

-«  (CTO, Special Circle, Malappuram)

M/s Tharayil Automobiles, Perinthalmanna was a dealer in motor vehicles and
autornobiles spare parts. The assessee filed its annual return disclosing the sales
turnover of X 1.72 crore during 2011-12. As per P&L account of the assessee for
2011-12, the closing stock of spares conceded was X 5.18 lakh. Audit found that
as per the returns and accounts of the assessee for the previous years, its closing
stock of spares for 201i-12 should be X 1.13 crore. Hence, there was a
suppression of turnover amounting to X 1.12 crore resulting in short levy of tax
of X 15.68 lakh including cess and interest as shown in Table — 2.8.

Table — 2.8.
Sl. Description | Amount -
No. - R in |
) 10 lakh) |
1. Closing stock arrived at by Audit as per detailsin P & L. 113.25
-account | _
l— 2. }(ilosing stock as conceded by the assessee 5 3 5.18;
! 3. E‘Difference in closing stock . 108.07
4. |Add conceded GP 3.54 per cent ' 3.83
| 5. | Sales turnover suppre§sed — - 1—11.90
| 6. Tax short levied (12.5 per cent) " T | 13.99
7. i (;Ess (one per cent) 014
8. Interest (11 per cent) 1.55

i 9. Total Short levy 1568
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This case was -pointed out to the Department in May 2013 and reported to
Government in February 2014. Their reply has not been received (October 2014).

= (CTO, Special Circle, Malappuram)

M/s Kerala Automobiles, Manjeri was a dealer in motor wvehicles and
automobiles spare parts. The sales turnover of spare parts conceded by the
assessee for 2010- 11 and 2011-12 were 33.40 crore each. Audit found that the
actual sales turnover during the years would come to X3.99 crore each
_ considering the stock balances, purchases conceded and applying GP of 3.88 per
cent admitted by the assessee. The assessmg éluth(')rity did not select the case for
assessment levying tax on the suppressed turnover. The suppressed turnover was
worked out to X1.18 crore and resultant short levy of tax amounted to X17.36
lakh including cess and interest.

This case was pointed out to the Department in May 2013 and reported to
Government in February 2014. Their replies have not been received (Octcber
2014).

. (CTO, 111 Circle, Kozhikode)

M/s. Sahadevan Sons Bakers and Butlers Shop, Kozhikode was selling goods
chargeable at different VAT rates - 12.5per cent, four per cent, one per cent and
non-taxable. Audit found that the dealer disclosed 80.98 lakh as sales turnover
of 12.5 per cent taxable items in their annual return for 2010-11. Audit worked
out the sales turnover of 12.5 per cent taxable confectioneries as 1.32 crore for
2010-11 from their trading, profit and loss account and connected records.
Apparent misclassification of sale of 12.5 per cent taxable good as exempted/
one/four per cent taxable goods resulted in short remittance of tax, cess and
interest of X7.21 lakh. The assessing authority did not re-assess the case to rectify
the defects. |

'The case was pointed out to the Department in July 2012 and reported to
Government in June 2013. Their replies have not been received (October 2014).

+ (CTO, II Cixrcle, Kannur)

M/s Purushotham Gokuldas, Kannur was a dealer in cosmetics and medicines
etc., who was dealing with consignment sale of readymade garments also.

During 2010-11, they self assessed to tax a sales turnover of readymade
garments for Y48.58 lakh. Audit found that as per audited accounts, the
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assessee had an opening stock, interstate stock transfer into the State and
closing stock of readymade garments for X 1.79 crore, X 71.76 lakh and 84.88
lakh respectively. As such, the cost of readymade garments sold would be X 1.66
crore which was not completely included in the taxable turnover for self
assessment. Thus, the assessing authority did not re-assess the escaped sales
turnover of X 1.17 crore. This resulted in short payment of tax, cess and interest
of X5.59 lakh.

The case was pointed out to the Department in November 2012 and reported to
the Government in-June 2013. Government stated (January 2014) that the
assessment had been completed creating additional demand of X 5.82 lakh. The
revenue recovery action advised has been stayed (August 2013} by DC (Appeals),
Kozhikode. Further report has not been received (October 2014).

« (CTO, II Circle, Thrissur)

M/s FUMR Agro Exports (P) Limited, Thrissur, a dealer in rice, sauces, jams etc.,
filed their annual return for 2009-10 disclosing the turnover taxable at 12.5 per
cent as X 26.16 lakh. Audit found that as per their annual return for 2009-10, they
had purchased 12.5 per cent taxable items for X64.14 lakh during the year.
Closing stock of 12.5 per cent taxable goods disclosed being X 6.36 lakh, the
sales turnover would come to X 59.43 lakh, considering the conceded gross
profit of 2.85 per cent. The assessing authority did not re-assess to tax the
escaped turnover of X 33.27 lakh. This resulted in short payment of tax, cess and
interest of X five lakh.

The case was pointed out to the Department in December 2011 and reported to
Government in November 2012. Government stated (July 2013) that assessment
was revised creating additional demand of X 5.54 lakh. Further report has not
been received (October 2014).

[Audit paragraph 2.8.1 contained in the Report of thé_ Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31" March/
2014)]

[Note submitted by the Government on the above audit paragraph is
included as Appendix II}

Excerpts from the discussion of Committee with officials concerned.

119. While considering the case of Priya Associates, the Additional
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Commissioner, GST Department submitted that the goods were transported bj
Appollo Tyres using the bills of Priya Associates, and that it was wrongly
recorded as the transportation transaction of Priya Associates at the check post.
The same had been verified and exempted. While Considering the case of
General Commodities Ltd, the Additional Commissioner, GST Department
informed that the Goods sent by the dealer, Indian Products Ltd. Coimbatore,
were only for job works and could not be considered as a sale.

.120. The Additional Commissioner, GST Department submitted that the

case in comnection with Faras Info-techs (Pvt) Ltd. was sustainable and -

assessment had been completed. The writ appeal filed by the dealer was pending
before the Hon’ble High Court. The Additional Commissioner, GST Department
submitted that the case H.T. Foods (Pvt) Ltd. was sustainable and assessment had
been modified and revenue recovery measures were being taken.

121. The Additional Commissioner, GST Department submitted that the

objection related to Kerala Electrical and Allied Engineering Co. Ltd. was
sustainable, assessment had been modified, and revenue recovery measures were
being taken. The Committee pointed out that the revenue recovery procedures
were initiated in 2015 and suggested to speed up the procedures. The Additional
Commissioner, GST Department informed that the assessment was modified in
2016 and then in February, and assured that the revenue recovery proceedings
would be expedited.

122. The Additional Commissioner, GST Department submitted that the
case Lakshmi Match Industries, Kottayam was not sustainable as there was a
duplication in check post entry for a transaction of I25 lakh. The Additional
Commissioner, GST Department submitted that the case in respect of Bestwood
Traders, Mattanchery was not sustainable as it was taken up due to the
duplication of 26 invoices. In response to a query of the Committee regarding the
duplication of bills, the Additional Commissioner, GST Department submitted
that no stamping of bills was envisaged and, the error occurred during the initial
stage of computerisation. The error could have been avoided if the software at
that time had an automatic blocking system for multiple entry of same date and
number. The Commissioner, GST Department informed that the details of
duplication entries were submitted in the previous hearing. The Committee
~ accepted the reply.
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123. The Additional Commissioner, GST Department submitted that the
case Zahi Rubbers India Ltd, Mattancherry was verified. Regarding the case of
Modem Sanitary, Thrissur the Additional Commissioner, GST Department
informed that tax had been remitted by conceding the interstate sale as local sale.

124. The Additional Commissioner, GST Department informed that the
case Best Ready Mix Concrete, Thrissur was due to an erroneous eniry of two
purchase invoices as sales at the check post. When the Cpinrnitt'ee enquired how
such a mistake occured, the Additional Commissioner, GST Department
submitted that the error had occurred during the initial stage of computerisation
and the system was not streamlined at that time.

125. The Additional Commissioner, GST Department informed that the
case Narmada Business Links (P) Ltd, Thiruvananthapuram was also due to an
erroneous entry of the invoice in which the sale made by the dealer, Silpi
Construction Contractors with the invoice of Narmada Business Links P
Limited was wrongly entered into their account by mistake and the same had
been verified.

126. The Additional Commissioner, GST Department informed that the case
Parthas, Thiruvananthapuram was due to the erroneous entry of a purchase return as a
sale and that it was non-sustainable. Regarding the case of Marikai Engineers Private
Ltd., Thiruvananthapuram, the Additional Commissioner, GST Department informed
that tax had been remitted by conceding the interstate sale as local sale. The
transaction for ¥4 lakh was an interstate purchase and another one for X78 lakh was
for transportation of warranty goods.

127. The Additional Commissioner, GST Department informed that the
case in respect of South Indian Federation of Fishermen SOC,
Thiruvananthapuram was due to interstate stock transfer which was tax
exempted, and the same had been verified.

128. The Additional Commissioner, GST Department informed that the
case related to Bombay Rayon Fashions Ltd., Thiruvananthapuram involved
interstate stock transfer and export sale, which were exempted from tax and the
case had been verified that there was no revenue loss to the department.
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129. The- Additional Commissioner, GST Department informed that the
case in respect of Nirmala Automobiles (P) Ltd., (2010-11), Thiruvananthapuram
was also similar io the previous one and was not sustainable.

130. The Additional Commissioner, GST Department informed that the
said- case In respect of Nirmala Automobiles (P) Ltd, (2011-12),
Thiruvananthapuram was also not sustainable as it involved the return of
replaced motor parts and accessories, not sales.

131. The Additional Commissioner, GST Department informed that the
case in connection with JCT Motors, Thlruvananthapuram was due to an
eIToneous entry as interstate sale instead of interstate purchase.

132. The Additional Commissioner, GST Department informed that the
two cases related to WNew Chalai Agencies, (2010-11 & 2011-12),
Thiruvananthapuram were not sustainable,

133. The Additional Commissioner, GST Department informed that the
case in respect of Travancore Mat & Mattings Company, Alappuzha was
sustainable and the same had been assessed.

134. The Additional Commissioner, GST Department informed that the
objection in respect of Chemmarathil Cashew Company, Kollam was sustainable.
He added that 126 lakh was from export sales and tax had been paid for the rest
of the amount related to interstate sale. When the Committee enquired how the
audit objection occurred if tax had been paid, the Additional Commissioner, GST
Department submitted that 126 lakh was from export sales, which was non
taxable and was not shown in the return filed.

135. The Committee opined that in most of the cases considered so far,
there were many mistakes on the part of the department such as wrohg entry,
double entry, verification issues etc., and the Accountant General had found out a
difference of 353 lakh between the dealer’s account and the check post data.
The Committee pointed out that even the cases in which entire tax had been paid
were also included in the audit report, and enquired why the department officials
could not convince it to the audit team. The Additional Commissioner, GST
Department informed that there might be a delay in verification of check post
vouchers. The Commissioner, GST Department submitted that duplication/
omission.had occurred in many cases, and such mistakes would not happen in the

thomef [cpde/Domments/Revathy2623/PAC/ReporyFinalfTaxes Department 11.2.2025.0dt



73
future as most of the returns were being examined by them. The Committee

opined that many audit objections could have been avoided if such queries were
answered on time. L8 X T30

136. In response to a query from the Committee, the Senior Deputy
Accountant General informed that while conducting the local audit, audit enquiry
would be issued at first and, after verifying the records, report from the
headquarters followed by a probable audit findings note would be issued. The
audit report would be prepared after such three or four levels. The Committee
stated that it was not a good practice to appear before the Committee and give a
statement claiming that all audit objections had been resolved, and also pointed
out that the audit objections arose due to non timely response to the Accountant
General’s querieé and the non rectification of such defects despite being given
multiple occasions.

137. The Commissioner, GST Department accepted the responsibility and
submitted that the audit objections could have been avoided if the defects had
been rectified at the inspection level. He also assured that utmost care in that
regard would be taken in future. He added that certain reconciliation had been
done with AG, but a few more defects could also have been rectified, and that
such issues would not be repeated in future. The Committee observed that a few
cases had been rectified. The Additional Commissioner, GST Department
submitted that data of old cases were not available to present officials. He added
that the pending cases were resolved promptly at present due to changes in rules.
Some of the old cases were also pending before the court.

138. The Additional Commissioner, GST Department submitted that the
said case in respect of Hindalco Industries Ltd., Kozhikode was not sustainable.

139. Regarding the cases related to M.C. Traders, Kozhikode, M.
Muhammed Nazeem, Kozhikode, PKV Trading Company, Palakkad, Pure
Petrochem India Pvt. Ltd., Thiruvananthapuram, Al-Mela Shopping (P) Ltd.,
Thiruvananthapuram, the Committee accepted the reply furnished by the
department.

140. The Additional Commissioner, GST Department submitted that the
case in respect of Tharayil Automobiles, Perinthalmanna was sustainable and the
tax assessment had been accepted by the Court. The Additional Commissioner,
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GST Department submitted that the case in respect of M/s Kerala Automobiles,
Manjeri was not sustainable.

141. The Additional Commissioner, GST Department submitted that the
case related to M/s Sahadevan Sons Bakers and Butlers Shop, Kozhikode was
partially sustainable. The rate of tax shown was incorrect and tax had been
assessed and collected. The Additional Commissioner, GST Department informed
that the case in réspect of M/s Purushotham Gokuldas; Kannur was sustainable,
The Additional Commissioner, GST Department submitted that there was a
clerical mistake in the figure shown in thé return; and the case in respect of M/s
FUMR Agro Exports (P) Ltd. was not sustainable.

Conclusions/ Recommendations

142. The Committee directs the Department to furnish the present
status of the writ appeal filed by the dealer M/s Faras Info-techs (P) Ltd
before the Hon’ble High Court.

143. The Committee directs the Department to furnish the present
status of the revenue recovery proceedings initiated in connection with M/s
H.T. Foods (P) Ltd and also to submit a report on the statas of collection of
dues after completing the RR proceedings at the earliest.

144, The Committee directs the Department to expedite the revenue
recovery proceedings initiated in respect of M/s Kerala Electrical and Allied
Engineering Co. Ltd and to submit a report regarding the collection of dues
after completing the RR proceedings at the earliest.

145. Regarding the case of M/s Travancore Mat & Mattings Company,
Alappuzha, the Committee directs the department to furnish a report
regarding the realisation of revenue urgently.

146. The Committee directs the Department to furnish a detailed
report on collection of demand if any, due from M/s. Chemmarathil Cashew
Co., Keollam, M/s Tharayil Automobiles, Perinthalmannra and from M/s
Purushotham Gokuldas, Kannur at the earliest. )

2.9. Short levy of tax due to incorrect exemption of turnover

L Turnover was exempted from tax against the provisions of Act.
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« (CTO, Special Circle I, Ernakulam)

Section 5(2) of CST Act, 1956 stipulates that a sale or purchase of goods
shall be deemed to take place in the course of import of the goods into the
territory of India only if the sale or purchase either occasions such
import or is effected by a transfer of decuments of title to the goods
before the goods crossed the customs frontiers of India. d

M/s Voltas Limited, Kochi was a dealer in air conditioners, automobiles spare
parts, white goods etc. During 2011-12, the assessee imported fork lift from Italy
‘and sold it to Port Officer, Kollam port and availed exemption on its' sales
turnover of ¥2.84 crore claiming it as sale in the course of import. Audit found
that as per the delivery note, the ownership of the commodity was with the
assessee even after it crossed customs frontiers of India and hence subsequent
sale was intrastate sale liable to be taxed under KVAT Act, 2003. Assessing
authority did not re-assess the case rectifying the defect. This resulted in shoit
payment of tax, cess and interest of I42.09 lakh.

On this case being pointed out in December 2013, the assessing authority stated
that the case would be examined. Further, this case was reported to Government
in June 2014. Their reply has not been received (October 2014).

2.10. Short levy of tax due to non-assessment/incorrect computation of
contract receipt.

Contract receipts were not assessed to tax as per the provisions of KVAT
Act, 2003. '

As per Section 6(1) of the KVAT Act, 2003, transfer of goods involved in the
execution of works contract where transfer is not in the form of goods is
liable to be taxed at 125 per cent on transfer value of goeds. The Commissioner
of Commercial Taxes clarified” in November 2006 that in the case of supply
and installation of sign boards, tramsfer is in the form of goods,
irrespective of the fact whether it is a tradable commodity or not. As per
KVAT Act, 2003, electric lighting and visual signaling equipment are liable
to be taxed at 125 per cent under Sl No.33 (14) of the list of goods taxable
at 12.5 per cent notified under KVAT Act, 2003.

12 Order No. C7.31433/06/CT dated 18.11.2006
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« (CTO, Special Circle, Thiruvananthapuram)

Keltron Communications, Thiruvananthapuram did not assess any tax on contract
receipts of X1.11 crore and X95.18 lakh received during 2009-10 and 2010-11
respectively towards supply, erection and commissioning of traffic signal system.
As the contract was for signaling system which is in the form of goods, the entire
turnover was liable to be assessed at 12.5 per cent. Non-assessment of contract
receipts to tax resulted in short payment of tax, cess and interest of X 33.13 lakh.

This case was pointed out to the Department in December 2012 and reported to
Go‘vem'mrent in Janﬁary' 2014. Government stated (Af)ril 2014) that pre-
assessment notice had been issued to the assessee to assess the contract receipts.
Further report has not been received (October 2014).

+ (CTO, Special Circle, Kollam)

M/s Jose Electricals, Kollam was a dealer in electrical goods who undertakes
electrical contract works also. During 2008-09, 2009-10 and 2010-11, they
received X95.46 lakh, X46.29 lakh and X92.91 lakh respectively on various
electrical contract works awarded by Railways, Public Works Department
(PWD) Electrical Division, Kollam Corporation, Kerala State IT Mission etc.
- The assessee claimed exemption from tax on these receipts on the ground
that materials involved were already assessed to tax at scheduled rate at the
time of purchase. As the assessee is liable to pay tax under Section 6 (1)(f) of
KVAT Act, 2003, cost of goods transferred to works contract together with
profit element was liable to be assessed at 12.5 per cent. Non assessment of
tax on cost of goods along with profit element resulted in short remittance of
tax, cess and interest of X 16.70 lakh.

This case was pointed out to the Department in March 2013 and reported to the
Government in April 2014. Government stated (August 2014) that the assessments
were revised by creating additional demand of X 16.82 lakh. Further report has
not been received (October 2014).

[Audit paragraphs 2.9 and 2.1¢ contained in the Report of the Comptroller
and Auditor General of India on Revenue Receipts for the year ended 31*
March’2014)].

[Notes submitted by the Government on the above audit paragraphs are
included as Appendix I}

Ihﬂme.’[tpd.el];_)ncumems!RevathnyDH.’PACf Report/Final/Taxes Depastment #1.2.2025.0dt



77 ;
3 '
Excerpts from the discussion of Committee with officials concerned.
147. The Additional Commissioner, GST Department submitted that the
above cases were sustainable.

Conclusion/ Recommendation

148. The committee directs the department to furnish the details
regarding the present status of revenue collection in respect of M/s Voltas
Limited, Kochi, Keltron Communications, Thlruvananthapuram and M/s
Jose Electricals, Kollam to the Committee at earliest.

2.11. Short levy of compounded tax

Compounded tax was not levied on the newly purchased cone crusher

+ (CTO, Thiruvalla)

As per Rule 11(7) of KVAT Rules, 2005, where any additional machinery or
machineries are installed by a dealer producing granite metals with the aid
of mechanised crushing machine who had opted for payment of compounded
tax, the details thereof shall be furnished to the assessing authority within
fifteen days of such installation and the assessing authority shall revise the
permission granted. As per Section 8(b) (iv) of KVAT Act, 2003, the
compounded tax payable for cone crusher during 2011-12 was X 15 lakh
per annum.

M/s. Kuzhuvamannil Industries, Pullad was a metal crushing unit. They had two
primary crushers and four secondary crushers during 2010-11 for which they
paid X16.80 lakh as compounded tax. Audit found that as per annexure to
balance sheet of the assessee for 2010-11, they had purchased a cone crusher for
X 57.49 lakh during the year and availed admissible depreciation during 2010-
11 and 2011-12. However the cone crusher was not taken into account while the
assessing authority fixed the compounded tax for 2011-12. Consequenily, compounded
tax for the year was fixed at 16.97 lakh (including cess) instead of . X39.69 lakh.
This resulted in short payment of tax, cess and interest of 26.59 lakh.

When the case was peinted out to the Department in October 2013, it was stated
that notice had been issued to the dealer. Further, the case was reported to
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Government in Majz 2014. Their reply has not been received (October 2014).

[Audit paragraph 2.11 contained in the Report of the Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31¢
March, 2014)].

[Note submitted by the Government on the above audit paragraph is
included as Appendix 1I]

Excerpts from the discussion of Committee with officials concerned.

~ 149. Regarding the audit para, the Additional Commissioner, GST
Department submitted that AG’s finding was that one machine in the crusher unit
was not taken into account for assessment of tax and, the case was verified and
found not sustainable. Many units would obtain permission to operate three
machines though their capacity would be to run two machines, and the Pollution
Department also had conceded that the machine had not been utilised despite
getting the license. In many cases pointed out by AG, joint inspection had been
conducted and irregularities detected, but in that particular case, it could not be
proved that the machine was used in the Audit period. Even though the tax was
assessed, it would not stand in the court as the site inspection could not be carried
out during the Audit period. The Committee opined that it-would be difficult to
prove the case in the court, if inspection had not been carried out.

Conclusion/ Recemmendation
150. No Comments

2.12  Reckoning of sales as works contract and consequent short levy of
tax

‘ :
| The assessee reckoned sales as works contract to reduce tax llablllty

[ e el [ i—— ———

« (CTO (WC&LT), Thrissur)

As per KVAT Act, 2003, motor bodies built on chassis of motor vehicles
are liable to be taxed at 12.5 per cent. It was judicially held® that
construction of body on a vehicle is a contract of sale.

M/s. Renil Auto Garage, Thrissur was an assessee running the business of body
building for motor vehicles. During the period from 2006-07 to 2009-10, their

13 Mckenzies Lid. Vs State of Maharashira (8C) and CC Sebastian Vs State of Kerala (16 KTR 117{Ker)
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total turnover was 1.61 crore. Audit found that the assessee self assessed to tax
the above turnover at two/three per cent, treating it as works contract instead of
assessing it as sale at 12.5 per cent. The assessing authority did not select the
case for revised assessment to rectify the defect. This resulted in short payment
of tax, cess and interest of X22.26 lakh. |

This case was pointed out to the Department in November 2011 and reported to
Government in November 2012. Government stated (July 2014) that assessments
have been completed creating additional demand of 322.22 lakh and Revenue
Recovery Certificate was issued to.collect the amount. Further report has not been
received (October 2014).

2.13 Non-payment of surcharge

Surchaxge leviable under Kerala Surcharges on Taxes Act, 1957 was not
levied.

+ (CTO, II Circle, Kalamassery)

As per Section 3(1A) of the Kerala Surcharge on Taxes Act, 1957 (KST Act,
1957), in the case of national or multinational companies functioning in the
State as retail chains or direct marketing chains who import not less than 50
per cent of their stock from outside the State or country, the tax payable
under KVAT Act, 2003 on goods shall be increased by a surcharge at the rate
of 10 per cent,.if 75 per cent of the sales are retail business, and total
turnover exceeds five crore rupees.

M/s K-Link Healthcare (India) Private Limited, Kochi was a multinational
company involved in direct marketing of health care products. As per annual
return filed by the assessee during 2011-12, their entire products for sale were
imported from outside the State and sales turnover for the year was X7.14 crore.
Audit found that though more than 75 per cent of their sales were through direct
marketing/retail chain, the output tax of I77.98 lakh was not increased by a
surcharge at 10 per cent as per provisions of the KST Act, 1957. This resulted in
short payment of surcharge and interest of X8.66 lakh. '
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The case was pointed out to the Department in April 2013 and reported to the
Government in May 2014, Government stated (October 2014) that the assessment
for 2011-12 was completed creating additional demand of 327.80 lakh. The
assessee remitted (January 2014) an amount of X13.95 lakh. Balance amount is

under stay by Hon'ble High Court. Further report has not been received (October
2014).

2.14 Non-levy of tax due to failure of completion of assessment

The assessing authority did not assess tax on the turnover disclosed in the
P&L account.

. (CTQG, Perinthalmanna)

As per Section 8 (b) of the KVAT Act, 2003, dealers producing granite metals
with the aid of mechanised crushing machines can opt to pay tax at
compounded rates varying from 330,000 per annum to 18 lakh per annum
depending on the size and nature of the crusher. As per Section 25 of KVAT
Act, 2003, if whole or part of the business of a dealer escaped assessment to
tax in any year the assessing authority may, at any time within five years from
the last date of the year to which return relates, proceed to determine to best
of its judgment, the turnover which has escaped assessment and assess tax
payable cn the same.

Inspection conducted by the Intelligence Officer, Squad I, Commercial Taxes,
Malappuram, in the business place of M/s Angadippuram Blue Metals,
Eranthodu, an unregistered metal crusher unit, during August 2007, revealed a
suppression of turnover of 26.50 lakh, and the intelligence officer imposed
(March 2008) a penalty of 6.62 lakh. The Deputy Commissioner (Appeals)
reduced the penalty (February 2012) to X4.97 lakh, the recovery of which was
stayed (July 2012) by the KVAT Appellate Tribunal. As per the trading, P&L
account filed, the assessee had sales turnover of X27.04 lakh for 2007-08.

Though, penalty was imposed for non-registration, non-maintenance of accounts
and non-compliance to statutory notices, no action was taken by the assessing
authority to assess the turnover disclosed in the P&L account. This resulted in
non-levy of tax and interest of ¥5.54 lakh.
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This case was pointed out to the Department in September 2013 and reported to
Government in February 2014. Their replies -have niot been received (October

2014).

Sales Tax

2.15 Shert levy of tax due to incorrect computation of compounded tax

While computing the compounded tax, - Tate was applled on incorrect
turnover tax reckoned for previous year.

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

. (CTO I Circle, Tripunithura)

M/s Thiruvankulam Tourist Home, Tripunithura was a bar attached hotel. As per
the assessment order for 2008-09, the compounded tax payable by the assessee
for the year was fixed at 38.37 lakh taking the highest tumover tax for the
previous consecutive three years. As such, turnover tax for 2009-10 and 2010-
11 would come to X44.56 lakh and X51.25 lakh respectively including cess,
based on the turnover tax for 2008-09. However, while finalising the assessment,
the assessing authority fixed tumover tax for 2009-10 and 2010-11 at X 35.18
lakh and ¥40.80 lakh respectively. The incorrect computation of compounded tax
resulted in short levy of tax, cess and interest of X 25.52 lakh.

This case was pointed out to the Department in November 2013 and reported to
Government in May 2014. The Government stated (October 2014} that assessment
for 2009-10 and 2010-11 had been revised creating total additional demand of
%27.40 lakh, The assessee remitted ¥11.06 lakh and the balance amount of
X16.34 lakh is still pending for realisation under revenue recovery. Further report
has not been received ‘(October 2014).
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« (AIT & CTO, Kuthivathode)

M/s Hotel Mithila Bar, Eramallur was a bar attached hotel. While finalising
turnover tax assessmeat for 2007-08, turnover tax at compounded rate was
arrived at I37.06 lakh, taking the highest twrnover tax payable for the
previous three consecutive years. The turnover tax for 2008-09 and 2009-10
were fixed at X 42.62 lakh and X49.51 lakh respectively, based on the
turnover tax fixed for 2007-08. Audit found that the sale of liquor reported in
the P&L account of the assessee for 2006-07 was X3.59 crore and hence the
~turnover tax payable for 2006-07 would ¢ome to ¥35.90 lakh. As such, the
turnover tax payable for 2007- 08, 2008-09 and 2009-10 at 115 per cent of
turnover tax of the preceding years would be I41.28 lakh, X47.47 lakh and X54.59
lakh respectively. Incorrect computation of turnover tax resulted in short levy of
tax, cess and interest of ¥21.13 lakh.

This case was pointed out by Audit in May 2013 and reported to Government in
November 2013. Government stated (April 2014) that assessment for the years
2008-09 and 2009-10 were reopened under Section 19 of the KGST Act,
1963 and the revenue recovery proceedings were initiated for recovery of
arrears. The assessee also remitted 25 per cent of arrears. The case is pending
with DC (Appeals), Kollam. It was also stated that action would be taken to
revise the assessment for 2007-08 cancelling the original assessment. Further
report has not been received (October 2014).

+  (CTO, Special Circle IT, Emakulam)

M/s Hotel Yuvaraj (P) Ltd., Thevara was a bar attached hotel. The turnover tax
assessments for 2006-07, 2007-08 and 2008-09 of the assessee were revised in
June 2012 and the turnover tax at compounded rate was fixed at 28.64 lakh,
X30.38 lakh and X32.43 lakh respectively at 115 per cent of the highest tax
payable in previous three consecutive years. Audit found that based on
compounded tax fixed for 2006-07, turnover tax for 2007-08 and 2008-09 would
be X32.93 lakh and X38.52 lakh respectively at 115 per cent of the turnover tax
for the preceding year. Incorrect computation resulted in short levy of turnover
tax, cess and interest of 12.28 lakh.

When this case was pointed out by Audit (December 2612), the Department
stated in May 2013 that assessments were revised in December 2012 and
additional demand of X3.98 lakh and 1.30 lakh were created for 2007-08 and
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2008-09. Reason for variation in short levy pointed out and additional demand
created has not been explained.

The case was reported to Government in May 2014. Their reply has not been
received (October 2014).

« (AIT & CTO, Kuthiyathode)

M/s Envees Inn Bar, Eramallur was a bar attached hotel. While finalising
turnover tax assessment for 2009-10, the assessing authority fixed the turnover
~ tax-at compounded rate of 21.23 lakh and that of 2010-11 at ¥24.41 lakh. Audit
found that the assessee conceded the sale of liquor in the P&L account for 2008~
09 as X1.98 crore and hence the turnover tax payable for 2008-09 would come
to X19.75 lakh. As such, the turnover tax for 2009-10 and 2010-11, calculating
at 115 per cent of that for preceding years, would be 322.72 lakh and 26.12
lakh respectively. Incorrect computation of turnover tax resulted in short levy of
tax, cess and interest of 34.19 lakh.

When the case was pointed out in May 2013, Department stated in July 2013
that assessment under Section 19(1) of the KGST Act, 1963 was completed
(June 2013) for the assessment years 2009-10 and 2010-11 and an additional
demand of X4.25 lakh was created. The case was reported to Government in
November 2013. Their reply has not been received (October 2014).

[Audit paragraphs 2.12, 2.13, 2.14 and 2.15 contained in the Report of the

Comptroller and Auditor General of India on Revenue Receipts for the year
ended 31 March, 2014)].

[Notes submitted by the Government on the above audit paragraphs are
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned.

151. Regarding the case related to M/s Renil Auto Garage, Thrissur, the
Additional Commissioner, GST Department submitted that complaint had been
filed in the Appellate authority against the assessment. The verdict for the
assessment years 2006-07 and 2007-08 was against the department and that for
the years 2008-09 and 2009-10 was in favour of the department. Both the parties
had filed appeal against the verdict and the cases were pending.

152. Regarding the case related to M/s K-Link Healthcare India Pvt. Ltd,
Palarivattom, M/s Angadippuram Blue Metals, Ernthode, Valamboor P.O. and

.fhomm't'::pAEIDurumontszevntlwflOZBlPAC.‘RepanFinalfl’axes Depariment 11.2.2025.cdt



84

M/s Thiruvankulam Tourist Home Tripunithura, the Additional Commissioner,
GST Department submitted that the said three cases were sustainable and tax
assessment was-completed.

153. The Additional Commissioner, GST Department informed that the
objection related to M/s Hotel Mithila Bar was sustainable and 2.87 lakh out of
X40.36 lakh demanded had been collected. When the Committee enquired about
the statug of the balance amount, the Additional Commissioner, GST Department
. submitted that the demand had been modified recently and the collection details -

were not available.

154. The Additional Commissioner, GST Department informed that the
case in respect of M/s Hotel Yuvaraj (P) Ltd. was sustainable. The entire payment
had not been completed, but an amount of X2.87 lakh had been remitted,
Demand modification was done during the month of May 2023 and revenue
recovery was pending. The Committee pointed out that it was not mentioned in
the reply furnished and demanded the present status report. The Additional
Commissioner, GST Department submitied that the same would be furnished.

155. The Additional Commissioner, GST Department informed that the
case in respect of M/s Envees Inn Bar, Kuthiathode was sustainable and tax had
been remitted. '

Conclusions/ Recommendations

156. The Committee directs the Department to furnish the present
status of the cases filed in connection with M/s Renil Aute Garage, Thrissur
urgently,

157. The Committee directs the Department to furnish a detailed
report on the status of collection of demand due from M/s 'K-Link
Healthcare India Pvt. Ltd, Palarivattom, M/s Angadippuram Blue Metals,
Erunthode, Valamboor P.O., M/s Thiruvankualam Tourist Home, Tripunithura
and M/s Hotel Mithila Bar at the earliest.

158. The Committee directs the Department to submit the details of
the present status of revenue recovery proceedings initiated in connection
with M/s Hotel Yuvaraj (P) Lid., Thevara.
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2,16  Shert levy of tax due to incorrect assessment

Incorrect reckoning of turnover tax resulted in short levy of compounded tax.

As per Section 5(2) of the KGST Act, 1963, bar attached hotels are liable to
pay turnover tax at 10 per cent of turnover of foreign liquor sold by them.
However, as per Section 7 of KGST Act, 1963, bar hotels of below three star
can opt for payment of such tax at compounded rate. For bar hotels, the
" rate effective from 1** July, 2006, is higher of (a) the turn over tax on the
turnover of foreign liquor calculated at 135 per cent of purchase value of
liquor, for hotels situated in panchayat area and at 140 per cent of purchase
value of liquor for bar hotels situated in municipal corporation area or (b)
115 per cent of highest turnover tax payable by it as conceded in the
return or accounts or the turnover tax paid, for any of the previous
consecutive three years. As per Rule 13(3) of Foreign Ligquor Rules, 1953
(FL Rules, 1953), from 1* April, 2007, only three star hotels and above are
eligible for bar license but existing licensees not having above classification
and functioning on 31" March, 2007, shall be regularised. In the case of
dealers in foreign liquor other than bar attached hotel, turnover tax
payable as per the Act is five per cent of the turnover of foreign liquor.

» (CTO, Special Circle, Thiruvananthapuram)

M/s Hotel City Light Private Limited, Pothencode and M/s Hotel City Palace
Private Limited, Pottakuzhy were bar attached hotels which opted for payment of
tax at compounded rate.

The turnover tax assessments for 2007-08 to 2009-10 of the assessees were
originally finalised as a continuing business in December 2011 and revised in
March 2012 accepting the assesee's claim that it was new business, as it was
taken over from a firm by a newly incorporated company with effect from 1%
April, 2007. Consequently, turnover tax for 2007-08 was fixed based on
purchase turnover of liquor instead of at 115 per cent of the tax payable on 2006-
07 which was higher. Tax for 2008-09 and 2009-10 were also fixed based on the
incorrectly fixed tax for 2007-08.

Audit found that the companies were registered in October, 2005 and had
applied for transfer of license in November, 2005. As such, the companies
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were running the business since 2005-06. Bar licenses were in the name of the

same individual even after incorporation as company. If they were new entizies
after 31 March, 2007, Rule 13(3) of FL Rules, 1953, ought to have prevented it
from grant of bar license as the hotels had no three star status. Incoirect

assessments of 2007-08 to 2009-10 during revision resulted in short levy of tax,

cess and interest amounting to I46.19 lakh as shown in Table - 2.9.

Name of Assessee/
Area
Name of Office

Private Limited
Pothencode

Panchayat area
{ CTO, Special Circle,
Thiruvananthapurarni

M/s Hotel City
Palace Private
Limited, Pottakuzhy
Municipal

Corporation area -
CTO, Special Circle,

Total

These casés were pointed out to the Department in M

i\/i’s Hotel Cmity Light 7

Thiruvananthapuram

Table — 2.9

Turnover tax fixed | :
2007-08 | 2008-09 ] 2009-10
(based | (115% ; (115%
on | of | of
purchase | turnover | turnover
| turnover | tax for | tax for

| of liquor), 2007- = 2008-
[ 08) 09)
28.96 33.84 38.92
1598 |1856 2135
R e |

2007-08
(based on

tax payable
for 2006-07)

36.39

117.80

Tumnover tax payable

(X in lakh)
Short levy
2008-09 | 2009-10 | (including

(115% of |(115% of Cessand |
1 ~ interest) -
umover | turnover |

| taxfor | taxfor |

| 2007-08) | 2008-09)

! |

I

| 4227 | 4861 | 37.00

| |

| |

20.67 23.77  9.19 |

!

|

|

_

| : 46.19

arch 2013 and reported to

Government in January 2014. Their replies have not been received (October

2014).

. (CTO, Special Circle I, Ernakulam)

M/s Kerala State Co-operative Consumer Federation Limited, Kochi is a dealer
in many consumer products and Indian Made Foreign Liquor (IMFL). During
2011-12, the assessee conceded a turnover of 639.23 crore relating to sale of
foreign liquor which was assessed to turnover tax. Audit found from the P&L
account that during the year, the assessee had other trading income of 396.64
lakh being chilling charges. The assessee did not include this turnover for
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calculating turnover tax. The assessing authority did not select the case for
revised assessment to rectify the defect. Escapement of turnover of X96.64 lakh

from assessment resulted in short payment of turnover tax, cess and interest of
X 5.71 lakh.

The case was pointed out to the Department in October 2013 and reported to
Government in June 2014. Their replies have not been received (October 2014).

[Audit paragraphs 2.16 contained in the Report of the Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31"
March, 2014)] Tl 7 5 s ' :

[Note submitted by the Government on the abeve audit paragraph is
included as Appendix II]

Excerpts from the discussion of Committee with officials concerned.

159. The Additional Commissioner, GST Department informed that the case
was not sustainable. The hotels functioned in partnership were converted into
company. As per the rule, the highest amount of tax liable during the last three
years should be assessed as compounded tax for that year, but the said period of
three years became not applicable to them as the management had changed and a
new firm came in the place. Hence, the case became non sustainable. When the
Committee enquired whether such a change was made for tax evasion, the
Additional Commissioner, GST Department submitted that it could not be so.

160. The Additional Commissioner, GST Department informed that the case
in respect of M/s. Kerala State Co-operative Consumers Federation Ltd.
Regarding the short levy of tax due to incorrect assessment was sustainable and
tax had been remitted.

Conclusion/ Recommendation

161. No Comments

2,17 Short levy of social security cess due to incorrect computation

Social security cess was short levied while completing assessment.

« (CTO, Special Circle I, Ernakulam)

- As per Section 6 of Kerala Finance Act, 2008, social security cess at the rate
of one per cent is leviable on tax payable under Section 5 and 7 of KGST
Act, 1963 from 1* April, 2008, onwards.
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M/s. Kerala State Cd—operative Consumer Federation Limited, Kochi was a
dealer in IMFL along with other consumer products. During 2011-12, they had
a turnover of I639.23 crore relating to sales of IMFL for which turnover tax
admitted was I34.33 crore. Audit found that the assessee was liable to pay one
per cent cess on I34.33 crore which amounted to X34.33 lakh against which the
assessee paid only 6.83 lakh. The assessing authority also did not take any steps
to demand the short remittance of cess. This resulted in short collection of cess
and interest of X32.17 lakh.

When this was pointed out in October 2013, the assessing authority stated that
the case would be examined. Further, this case was reported to Government in
June 2014. Their reply has not been received (October 2014).

[Audit paragraph 2.17 contained in the Report of the Comptroller and
Auditor General of India on Revenue Receipts for the year ended 31*
March, 2014)}

[Note submitted by the Government on the above audit paragraph is
included as Appendix 11}

Excerpts from the discussion of Committee with officials concerned.

162. The Additional Commissioner, GST Department informed that the case
in respect of the short levy of social security cess due to incorrect computation in
connection with M/s Kerala State Co-operative Consumers Federation Ltd. was
sustainable and tax had been remitted.

Conclusion/ Recommendation

163. No Comments

SUNNY JOSEPH,
Thirugmanthapuram, Chairperson,
" | March, 2025. Committee on Public Accounts.

fhome/tepde/Documents Revathy/2023/PAC Report/Final Taxes Department 11.2 2025 odt



89

APPENDIX 1

SUMMARY OF MAIN CONCLUSION/ RECOMMENDATION

Sl. | Paragraph | Department |
| No. No. | Concerned t

W @

i
: i 1
| t |The Committee dtrects the Department to subrmt a|
: |
|

Conclusion/ Recommendation

(3) @ |

detailed report regarding the. present status of the case’

filed in respect of Duro Flex Pvt. Ltd., 3204231985,
1 60 Taxes (2011 12), CTOQ, Special Circle, Alappuzha and PAN
Marketing, 32050274455, (2009-10), CTO, Special
Circle, Kottayam within two months.
|
| Regarding the case related to Evergrowing Iron & Finvest.
Lid., 32070247424, (2011-12), CTO, Special Circle 1,
2 61 » Ermakulam, the Committee directs the Department to
furnish the current status of stay order dated 06.03. 2014\ -'
within two months.

: The Committee observes that there is a difference of
l X1.44 crore in the total amount of particulars of
| purchase. Hence, the Committee urges the department to
submit a detailed report in respect of EICL Limited,’
32010125905  (201i-12), CTO, IO  Circle,
‘Thjruvananthapuram after examining the matter in detail
: within two months.

”

| The Committee evaluates that if a time limit is not fixed

| for the completion of revenue recovery procedures, they,

‘ | will endlessly be prolonged, become irrelevant in course
of time and cause huge loss to the State exchequer.
4 63 [ " Therefore, the Committee urges that all revenue

[ recoveries, free from court interventions should be

; Caat completed in a time bound manner and be intimated to
the concerned admlmstratlve department within a

| spec1f1ed time frame. |
e ) - L e © e 1

6 64 » The Committee observes that the revenue recovery
t measures has not yet been completed in cases in respect,

' \of Asian Paints limited, 32070289814, (2010-11),

* Falcon Tyres Ltd., 32070344725, (2010-11), CTO,

Special Circle II, Ernakulam, Koppara Enterprises

Printing and Copy Solutions India Private Limited;
32021674839, (2009-10), CTO special Circle, Kollam,,
Bhima Traders, 32111266904, (2010-11), (2011~
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12),CTO, Vadakara, The Mobile store Limited,
32071623592, (2010-11), CTO, 11 Circle, Eranakulam,
Neha Leather, 32071753001, (2011-12), CTO, Special
Circle, Ernakulam. Therefore, the Committee directs to;
furnish a report on the current status of revenue recovery |
proceedings as well as the details regarding the measures;

taken to expedite the said process.

:The Comrmttee observes that the revenue recovery
measures have not yet been completed in cases related to
M/s Stanes Trading Co. and M/s Giby Traders.
Therefore, the committee directs that a report on the!
current status of revenue recovery proceedings on the .
said cases be furnished to the Comimnittee within two

As the revenue recovery measures mmated in case
related to Ojin Foods (P) Limited have not yet been
completed, the Committee directs that a report on the
current status of revenue recovery proceedings should be|
furnished to the Committee within a month.

The Comlmttee dtrects the department to furnish the
‘present status of the writ petition filed in respect of the
case related to M/s. Thermal Tech Engineers,!
Perumbavoor.

The Committee directs the department to furnish the!
\present status of the appeal petition filed in respect of thef
case related to M/s. Tiptop Furniture Industries,
Kottakkal

The Comrmttee dlrects the department to submit the
present status of appeal petition filed before the Hon'ble
High Court of Kerala.

The Committee observes that excess input tax credit
availed by certain dealers resulted in short levy of tax,
\credit and interest. Therefore, the Committee directs the:
'Department to find out similar cases, if any and report
them to the Commlttee as soon as possible.

The Committee also directs the Depariment to furnish a
detailed report on the collection of demand, if any, due
from M/s Parisons Foods (P) Lid. to the Committee at
the earliest.

The Commlttee directs the department to sobrmt a detaﬂed
report it respect of the objection pointed out by the
Accountant General in connection with M/s E.V. Mathai & !

_|Sons, Kothamangalam at the earliest.
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Regardmg the case related to M/s Kerala State
‘Electronics Corporation, Manvila, the Committee
\directs the department to submit a report on the status of
reahsatlon of revenue ai the earhest

The Commlttee directs the department to submit the!
present status of the stay order in conmection with the,
case related to M/s Oceanus Dwellings (P) Ltd,
Palakkad.

'The Committee directs the Department to submit aj
report on the current status of revenue recovery
proceedings that had beeninitiated in connection with,
M/s SEPR Refractories (I) Ltd, Palakkad.

The Committee directs the Department to furnish the
present status of the writ appeal filed by the dealer M/s
Faras Info-techs (P) Ltd before the Hon’ble High Court.

The Committee directs the Department to furnish the;
present status of the revenue recovery proceedings
Initiated in connection with M/s H.T. Foods (P) Ltd and
also to submit a report on the status of collection of dues|

after completing the RR proceedings at the earliest. ‘

1

The Committee directs the Department to expedife the;
revenue recovery proceedings initiated in respect of M/s
Kerala Electrical and Allied Engineering Co. Ltd and to|
submit a report regarding the collection of dues after
completing the RR proceedings at the earliest.

= !

Regarding the case of M/s Travancore Mat & Mattmgs‘
Company, Alappuzha, the Committee direcis the
department to furnish a report regarding the realisation’
of revenue urgently. '

‘'The Committee directs the Department to furnish a

detailed report on collection of demand if any, due from
M/s. Chemmarathil Cashew Co., Kollam, M/s Tharayil:
Automobiles, Perinthalmanna and from M/s Purushotham

Gokuldas Kannur at the earhest ' '

The committee directs the department to furmsh the’
details regarding the present status of revenue collection|
in respect of M/s Voltas Limited, Kochi, Keltron|
Communications, Thiruvananthapuram and M/s Jose
Electricals, Kollam to the Committee at earliest. !

'The Committee directs the Department to furnish the
'present status of the cases filed in connection with M/s
|Renil Auto Garage, Thrissur urgently.

i
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Yuvaraj (P) Ltd.,_ Thevara:
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The Committee directs the Department to furnish a

detailed report on the status of collection of demand due
from M/s K-Link Healthcare India Pvt. Ltd, Palarivattom,
M/s Angadippuram Blue Metals, Ernthode, Valamboor
P.O., M/s Thiruvankulam Tourist Home, Tripunithura and,

) M/s Hotel Mlthlla Bar at the earhest

The Committee directs the Departrnent to submit the
details of the present status of revenue recovery
proceedings initiated in connection with M/s Hotel
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Statement of Action Taken on C & AG on revenue for the year ended 31st March 2014

_SI.T_P—aﬁra_‘ ' Recommendation - o Fic_emaF(s
No| No
1.1 |Trend of revenue receipt As reported in the Audit Report (Revenue Sector) for

the year ended 31st March 2014, the actual collection of
revenue during the year 2013-14, under the State Excise
decreased drastically in comparison with the budget
estimate as well as the collection in the previous year 2012-
13. Major decrease in revenue occurred in the heads of
account '0039-00-105-Foreign Liquors and spirits'. The
reasons for the said variation in the actual receipts of
revenue during 2013-14 is detailed below.

0039-00-105 Foreign Liquors and Spirits-97 Duty on
Wines & Spirits Manufactured in India

The major source of excise revenue (more than 60%) is
the excise duty imposed on wines and spirits manufactured
in India. The excise duty so collected is directly related to
the volume of sale of Indian Made Foreign Liquor.

During the year 2013-14, the sale of liquor showed a
negative growth rate when compared to the sale volume in
previous years. IMFL sale volume which was growing at an
annual rate of 15.61% in 2010-11, has dropped to an annual
growth rate of -1.5% in 13-14. When 244.33 Lakh cases of
IMFL was sold in 2012-13, the sale of IMFL declined to
240.67 Lakh cases in 2013-14. The comparative analysis is
shown below:-




Years Sale (in lakh|% of growth/ decline
cases) compared to previous
year
2010-11 217 .41 15.61%
2011-12 241.78 11.21%
2012-13 244 .33 1.05%
2013-14 240.67 -1.50%

The IMFL saie value, which was also growing at an annual
rate of 21.49% in 2010-11, dropped to 6.07% during 2013-
14. The comparative analysis is shown below:-

Years Sale (in lakh|% of  growth/
cases) decline compared
to previous year
2010-11 6730.3 21.49%
2011-12 7861.74 16.81%
2012-13 8818.18 - 12.17%
2013-14 9353.74 6.07%

The decline in the sale volume of liquor is assumed to be
as a result of the anti-liquor awareness programmes
conducted by the Government. The revenue generated from
excise duty is directly related to the sale volume of IMFL.
Since the Government had not intended to increase the sale
volume of liquor, as the policy of the Government was to
reduce the consumption of liquor step by step, subseguent
reduction in revenue under excise duty had taken place.
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In the above circumstances, even though the revenue

collected under the head of account 0039-00-105 Foreign
Liquors and Spirits-97 Duty on Vines & Spirits Manufactured
in India had shown a marginal increase against that of
previous year, the budget estimate for 2013-14 couldn’t be
achieved. Since the budget estimate was prepared on the
assumption that the growth rate of the sale of IMFL would
maintain that of the previous Yyears, and thereby the
revenue derived from the excise duty would also be
increased accordingly, there arose a higher estimate under
the aforesaid head of account and hence a short fall of 25%
in the revenue collected. This shortfall is almost 50% of the
overall shortfall in the excise revenue during the year 2013-
14, against the actual budget estimate.

0039-00-105 Foreign Liquors and Spirits-99 Licence
Fees.

All Foreign Liquor Licence fees, except that of FL1 shops,
are remitted in this head of account. The Licence Fee for the
licences under Foreign Liquor Rules, 1953, is being collected
in advance, during the preceding financial year itself, for
effecting renewal of these licences with effect from 1st April.
As such, licence fees for 2013-14 was collected during March
2013, in the financial year 2012-13. But foreign liquor
licences were not renewed during the month March 2014
due to delay in finalizing the Abkari Policy for theyear 2014-
15, and hence major portion of the revenue under this head
of account could not be collected in 2013-14. Even though
part of the same had been collected during April2014, the
collection of anticipated budget estimate under the head
could not be achieved during the financial year 2013-14.




T ~ The Abkari policy for the y;:ar 2014-15 was not|

formulated by Government before March 2014, since the
Model Code of Conduct for the General Elections 2014, was
in force. Hence the 731 FL3 licences (Bar Hotels) which had
to be renewed in March 2014 were not renewed before
31/03/2014, due to this delay in the formulation of Abkari
Policy. This alone resulted in a short collection of Rs.168
Crores under the head during the financial year 2013-14. As
per GO(Ms)No. 56/2014/TD dated 02/04/2014, Government
had decided to renew the FL-3 licences of Bar Hotels, except
the 418 non-standard hotels mentioned in the judgment
dated 05/03/2014 of Hon'ble Supreme Court in CA No.s
3196-3198/2014, the collection could be effected in the
financial year 2014-15 only. Moreover as per the policy of
Government, no FL-3 licences were issued afresh in the
financial year 2013-14, which would have been an additional
source of revenue.

Since the budget estimate was prepared during 2012
itself, these unexpected events could not be anticipated in
advance, and hence there arose a huge variation (almost
90%) between the budget estimate and actual collection,
under the head of account 0039-00-105 Foreign Liquors and
Spirits-99 Licence Fees, during the financial year 2013-14,
Also this shortfall is more than 25% of the overall shortfall in
the excise revenue during the year 2013 - 14, against the
actual budget estimate.

0039-00-105 Foreign Liquors and Spirits-98 Rent of
Independent Shops

Revenue received in head of account includes rent of
FL-I shops and also the brand registration fees. The budget




estimate was prepared on the expectation of a regular
increase in the number of shops as well as the possible hike
in the licence fee. It was also expected an increase in the
revenue by way of brand registration fee under the head of
account. But as per the policy decision, the Government had
decided not to issue fresh FL-1 licences in the State and the
licence fee of the shops remained unchanged during the
year2013-14. Also the revenue under brand registration fee
had not increased considerably.

As a result, there arose a short fall of revenue towards
the head of account 0039-00-105 Foreign Liquors and
Spirits-98 Rent of Independent Shops, during the financial
year 2017-18 over the budget estimate, even though there
were an increase in collection with respect to that in the
previous year. This shortfall is about 12% of the overall
shortfall in the excise revenue during the year 2013-14,
against the actual budget estimate.

0039-00-105 Foreign Liquors and Spirits-96 Gallonage Fees
0039-00-103 Malt Liquors-98 Gallonage Fees

The sale of foreign liquor and beer throughout the State
iIs vested with Kerala State Beverages Corporation. The
vending fee on foreign liquor and beer is calculated on the
basis of gross sale made during a financial year. Every year,
a gallonage fee at such rate as fixed by the Government
may prescribe from time to time which shall be paid by the
FL-9 licensee (KSBC) on the quantity of IMFL sold by the
licensee, as per rule 15 (A) of Foreign Liquor Rules.

As per Government letter No. 5514/A3/20131TD dated|




16/03/2013 of Taxes (A) Department, Government have
directed the Managing Director, Kerala State Beverages
Corporation to remit an amount of Rs.200 Crores before
31/03/2013. In accordance with the Government direction,
Kerala State Beverages Corporation has remitted an amount
of 200 Crores as advance payment of gallonage fee on
27/03/2013. Out of this 200 Crores paid in advance, 150
Crores was against vending fee,of foreign liquor and spirit
and 50 Crores was against vending fee of beer.

Usually the remittance of vending fee is made by the
Kerala State Beverages Corporation during the month of
April/May of the succeeding financial year. But instead of
remitting the gallonage fee during May 2013 KSBC have
remitted an advance amount of Rs.200 Crores in March
2013, and this resulted an increase in the revenue under the
heads of gallonage fee, during the financial year 2012-13. as
well as a short fall in the collection in the financial year
2013-14.

This arrangement in the collection of gallonage fee,
resuited in a short fall in collection of revenue during 2013-
14, towards the heads of account 0039-00-105 Foreign
Liquors and Spirits-96 Gallonage Fees & 0039-00-103 Malt
Liquors-98 Gallonage Fees over the collection during the
previous year, and a variation with the anticipated revenue
in the budget estimate for the year 2013-14

1.2

Analysis of arrears of revenue

Head of|Total Amount |[Amount Replies of Damand
revenue outstanding

Cutstanding as|For more than
on 31.3. 2018 |5 years as on
31.3. 2018




0039- < 2,47,03,10,469 | ¥ 2,47,03,10,469 | An amount of

State ?2,47,03, 10,469 (Principal
Excise 360,85,45,803 Interest
?".1,86,17,64,666) is

outstanding as Abkari 0Old
Arrear as on 31/03/2018. An
interest of 18% on principal
amount is added to the total
on each year. In order to
collect the arrears Revenue
recovery steps have already
been initiated against the
defaulters and their legal
heirs. Excise department in
co-ordination with revenue
authorities are taking all
possible steps to realize the
arrears. Directions are given
to all  Deputy Excise
Commissioners for vacating
the stays issued by various
courts against the Revenue
Recovery Proceedings. Write
off proposals were
recommended to Govt. only
after examining all the
possibilities to recover from
the defaulter or from their
legal heirs. The defaulters
fited cases against RR
proceedings in various
courts and coliection of an
amount of ¥52,18,47,453
involved in such cases are
pending. In several cases
Revenue Recovery
Certificates were returned
by the concerned District
Collectors as the defaulters
were reported as insolvent,




The amount involved in such

cases comes to||,
{31,68,83,486. Amnesty
scheme introduced by the
Govt and extended from
time to time helps a lot to
realise the arrear amount.
Amnesty collection during
the period from 31/03/2015

to 31/03/2018 were
L |33,89,85,452
1.3 |Arrears in assessments. Not Applicable
1.4 Evasion of tax detected by the department No remarks
1.5 |Pensency of refund cases Not Applicable
1.6 |Analysis of stay granted Abkari Old Arrear statéfnent as on 31-03-2018
Head of Total Stay by I Stay by Total (in ]
revenue arrear | governme| appellate | amount crores)
Amount nt Authorities | under % of
(in crores) stay (in | stayto
crores) Total
Arrear
0039- 247.03 52.18 0 52.18 21.11
State
Excise

1.7

Response of the Government/departments to
Audit

First reply to all the LARs has been
Paras in 213 LARs now only 70 Para
Court cases, steps have alread
finalisation of the cases.

submitted in time. Out of 466
s in 39 LARs are pending. in the
y been taken to collect the amount on

1.8

Status of the mechanism for dealing with the

Not Applicable




B ( -~ issues raised in audit . [ -
9 | 1.9 |Action taken on the recommendations Not Applicable
accepted by the Deparments/Government
10 1 1.10 | Audit planning Not Applicable
11| 1.11 | Results of audit Not Applicable
12 | 1.12|Coverage of this Report Not Applicable




ACTION TAKEN NOTES ON C & AG’S REPORTS

;J,'
COMMERCIAL TAXES :

o J"l!‘
3 ‘_I (a) | Department
(b) Subject/Title of the Review Tax Administration

) paragraph .
(©) paragraph No. 2.1 :
W et L= o
ar ended March 2014.

m Report No. and Year C & AG report for the ye

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

Date of Department‘sﬁeply

The Audit Para relates to the organizational‘

setup of Commercial Taxes Department.

Gist of Paragraph/Review

e
Does the Department agree with the
facts and figures included in the | Yes
raragraph?

if not, Please indicate areas of
disagreement and also attach copies
of relevane documents in support

Does the Department agree with
the Audit conclusions?

if not, please indicate specific areas

‘of disagreement with reasons for
disagreement and also attach copies | NA
of relevant documents where

necessary

-

.,/,_————-L—‘_.___-—-



VI REMEDIAL ACTION TAKEN

(a) Improvement in system and This Para discusses about the Organizational setup of
Bgzi:cilslres’ including internal Commercial Taxes Department and hence no remarks

to offer against this para.
(b) Rt_e_(_:ovéry o?t_);eTp“ayﬂl—ent a KEA
pointed out by audit

(c) Recovery of under assessment, NA
short levy or other dues

(d) Modification in the schemes 'NA
and programmes including
financing pattern

(e) Review of similar cases / NA
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

of relevant documents

necessary

where

I |(a) |Department COMMERCIAL TAXES
Subject/Title of the Review .
(b) paragraph Internal Audit
(c) | Paragraph No. 2.2
(d) | Report No. and Year C & AG report for the year ended March 2014,
I | @ Date of receipt of the Draft Para /
Review in the Department
(b) | Date of Department's Reply
The "Audit Para relates to the working of
IiI Gist of Paragraph/Review
Internal Audit Wing.
Does the Department agree with the
IV | (a) | facts and figures included in the | Yes
paragraph?
If not, Please indicate areas of
(b) disagreement and also attach copies | NA
of relevant documents in support
Does the Department agree with
v @ the Audit conclusions? Yes
If not, please indicate specific areas
of disagreement with reasons for
(b) | disagreement and also attach copies | NA




(a)

Improvement in system and

procedures,
internal controls

including

The Internal Audit Wing has conducted 347
inspections and prepared audit reports containing
6790 observations involving short levy of 270.77
crores up to 31-3-2016 as listed below:-

Year Inspection | Audit Amount |Observati
Report Observati |involved |ons
ons |settled

2009-10 |12 417 (452 130

2010-11 (46

919 3.3 *361

2011-12 |32 445 1 210

[27.38
2012-13 |56 369 IEE

'14.88
2013-14 |60 1333

116,75 75
2014-15 |85 1976

134.92 |25
1331

2015-16 56

169.02 306
Total 347 6790

270.77 1195

Out of the above, 2 inspection reports and 864
Audit; paras are finalized and collected Rs.3.18
crore by this time.

There are only 3 Assistant Commissioners and
5 commercial Tax officers are available in the
internal audit wing of the department. The
Assistant Commissioners are mainly at-tending
audit in the special circles and works contract
offices. The Commercital Tax Officers are
conducting audit in the ordinary circles. However
the internal audit wing has conducted inspections
in 56 units during the year 2015-2016.

(b)

Recovery of overpayment
pointed out by audit

NA




P

)

al

{(c) Recovery ;f_under ;ssessment, NA
short levy or other dues

(d) Modification in the schemes NA
and programmes including
financing pattern

(e) Review of similar cases / NA

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
Subject/Title of the Review .
(b) Paragraph Results of Audit
(c) | Paragraph No. 2.3
@ |Report No. and Year C & AG report for the year ended March
2014.
1 |@ Date of receipt of the Draft Para /
Review in the Department
(b) | Date of Department's Reply
During 2013-2014, audit detected
underassessment of tax and  other
i irregularities involving Rs.429.35 crore in
111 Gist of Paragraph/Review
1882 cases and recommended for realization
of the amount by the Department where the
observations are sustainable
Does the Department agree with the
IV | (@) |facts and figures included in the | Yes
paragraph?
If not, Please indicate areas of
(b) | disagreement and also attach copies | NA
of relevant documents in support
Does the Department agree with
V | ® | \he Audit conclusions? Yes
If not, please indicate specific areas
of disagreement with reasons for
(b) | disagreement and also attach copies | NA

of relevant documents where

necessary




VI

\D

REMEDIAL ACTION TAKEN

procedures, including internal
controls,

(a) Improvement in system and

Obeérvation of Audit relates {6 the ;e}iod of 2013-14. |
As far as the C&AG raport raded 31-3-2014
‘eOneefiied , the shoft levy ihvelved is Rs.429.35 crore |
in 1882 cases. With reSpeet to the short levy pointedj
out by the Accountant General reporis have been
submitted. Action I8 being taken to collect the
amount where the audit objections are accepted and
assessments are completed/revised subsequently and

created additional demand.

(b) Recovery of overpayment NA
pointed out by audit
(c) Recovery of under assessment, NA
short levy or other dues 7
(d) Modification in the schemes  NA'™-
and programmes including
financing pattern 1‘
(e) Review of similar cases / NA

complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit.




Para No.
2.1

109

2.1 Tax Administration

Gist of the Audit Para Remarks

Tax Administration
Kerala General Sales Tax (KGST) Kerala Value Added This para discusses the

Tax (KVAT) laws and rule made thereunder are organisational and tax
administered at the Government level by the Secretary, administration set up of the
Taxes. The Commercial Taxes Commissioner is the Department and hence no remarks
head of the Commercial Taxes Department who is
assisted by  Joint  Commissioners, Deputy
Commissioners, Assistant Commissioners and
Commercial Tax Officers. The assessment, levy and
collection of tax are done by Assistant Commissioners
and Commercial Tax Officers.

KGST is leviable on sale of Ganja and opium, foreign
liquor and certain petroleum products. VAT is leviable
on the intrastate sale of remaining commodities and

Central Sales Tax (CST) on interstate sales.
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2.2 Internal Audit

Para No. Gist of the Audit Para Remarks

2.2 ‘Internal Audit
The details on working of internal audit wing, though In the KVAT Act period, the

called for, have not been furnished by the Department. Internal Audit Wing was organised
as per order No. A1-21044/09/CT
dated 18.05.2009 and Internal
Audit Wing started with effect
from 01.06.2009. Head quarters
of Internal Audit Wing was at
Thiruvananthapuram  and 3
regional offices at Ernakulam,

Thrissur and Kozhikode.

The structure and functions of the
Department had changed
subsequent to the introduction of
GST and the restructuring of
Departmeni is completed in
accordance with the Government
Order GO(Ms) No. 55/2022/Taxes
dated 02.08.2022.

Additienal Information

In the KVAT Act period, the Internal Audit Wing was organised as per order No. A1-21044/09/CT
dated 18.05.2009 and Internal Audit Wing started with effect from 01.06.2009. Head quarters of Internal
Audit Wing was at Thiruvananthapuram and 3 regional offices at Ernakulam, Thrissur and Kozhikode,
Senior level officers having good awareness in return scrutiny and assessment were posied as Audit
Officers in the erstwhile Internal Audit Wing. Regular training was given both under VAT and GST to all

officers of the Department by the training wing of the department, which is sufficient for the purpose.

On analysis of the situation that GST was implemented in July 2017, E~audit was conducted in 38
units in 2019-20 and 1548 audit paras were generated. Further, 817 state wide audit paras were

generated. In 2020-21, 3816 state wide audit paras was generated.

In VAT, the Internal Audit team has scheduled the system of compulsory scrutiny of all files
having turnover above 60 lakhs and the same had been done through e-platform from May 2018
onwards. Since the dealer transaction details are available in electronic form, the Audit Officers are
directed to verify annual returns, audit reports, closing stock inventory, check post data, 8FA
declaration, cross checking of invoices build from counter part dealers, online delivery notes etc.

through KVATIS. Assessment offices where internal audit was completed upto 2012-13 assessment
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year was selected for auditing. Out of the selected offices potential offices were selected f«r e-audit.
Each audit officer was provided with list of files selected for scrutiny based on the criteria of dealers
having turnover above 60 lakhs during the period 2016-17. The Audit team scrutinize each files
assigned to them through KVATIS. While doing scrutiny, the team members were directed to do
compulsory scrutiny of the dealers pertaining to the period 2013-14 to 2016-17.

GST was introduced from 01.07.2017 onwards, and the department could do the legacy work of VAT
in GST period also. The policy of the department was not to be bogged down too much with VAT work
in GST scenario so that the department’s focus could be shifted to GST at the earliest.  So the
discrepancies and the data in the scrutiny module for major dealers across the State was taken and the
internal audit wing conduct a special e-audit programme to weed out the exorbitant discrepancies as
mentioned earlier. This e-Audit scrutiny reports were then forwarded to the circles for further action

including for assessment and necessary steps are taken.



Para Ne.
2.3
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2.3 Results of Audit

Gist of the Audit Para
Results of Audit

Test check of the records of 154 units in 2013-14
relating so KVAT, KGST assessments and other records
showed under-assessment of tax and other irregularities
involving 429.35 crore in 1,882 cases which fall under
the following categories given in Table - 2.1.

During the course of the year, the Department accepted
underassessment and other deficiencies involving 30.07
crore in 10 cases which were pointed out in audit
during the earlier years. An amount of 12.03 crore was

realised in 599 cases during the year 2013-14.

Remarks

Spread over succeeding paras.




Para Ncr.I

Gist of the case

2.4(a)

purchase, sales etc., conceded by
the assessees in their annual
return with the figures in Form |

13A appended to the annual

|accounts and found that 23
assessees in 11 Commercial Tax
Offices (CTO) did not include

the entire purchase turnover in

their annual accounts and hence
the sales turnover accounted was |
that of the
corresponding to entire purchase,
This

turnover from assessment and

not sales

resulted in escape of|

| short remittance of tax, cess and
|interest of Rs.22.31 crore.

'Maximum  penalty leviable

worked out to Rs.32.37 crore.

Dealer Name /| Karakkattu
TIN Agencies
Jr 32120203072
e ———
|| Year 2010-11 |
Turnover 61,60,59,566/-
escaped (Rs.)
|| Tax plus| 3,48,44,329/- |
| interest (Rs.) |
LPenalty(Rs.) 4,97,77,612/- |
|
| |
|

Audit cross verified the details of | SL.No.1 Karakkattu Agencies

I Closing stock value

11
Case No. 1

Present position

32120203072(2010-2011)
CTQO. Special Circle, Kannur

The Accountant General pointed out that on verification of |
the assessment records for the year 2010-11 of the above
assessee, there was difference in purchases reported in annual
return and audited statement in form 13 &13 A.

The excess amount of purchases reflected in the annual
return compared to form 13 &13A is as furnished below.

6(2) purchase in the Books / P&L / Audited stt. -

Rs. 27,56,48,727/-
6(2) purchase in the annual return Rs. 54,11,13,918/-
Over reported in the annual return by mistake Rs. 26,54,65,191/-

Purchase from registered dealers in the

Books / P&L / Audited stt. -

Purchase from registered dealers in the

annual return Rs. 66,74,37,658/- |

Over reported in the annual return by mistake Rs. 34,53,84,028/- |
|

Rs. 32,20,53,630/-

Total over-reported purchase turnover in the annual return
Rs. 61,08,49,219/-
Rs. 61,60,59,566/-
Rs. 52,10,347/-

Turnover escaped in the AG’s statement
Difference

Reason for difference
The ‘Turnover escaped’ derived in the above statement of AG is

based on simply deducting ‘total sales turnover’ from the ‘total
purchase turnover’ reported in the annual return. The AG did not

taken into account the increase / decrease in the stock-in-trade

i.e. opening stock value (- / +) closing stock value, while

1
deriving the ‘Turnover escaped’. Hence there is a significant
factual error crept in the deriving method adopted. Due to such
error, reconciliation of the above difference of Rs. 52,10,347/- in
this case is practically not feasible.

Stock-in-trade of the assessee is as follows:-

Opening stock value — Rs. 87,74,500/-
- Rs. 2,09,12,550/-

Stock in trade (Increase-(+) —Rs. 1,21,38,050/-

Verification revealed that the assessee has not availed excess
|

input tax credit. Hence there is no revenue loss in this case.




" ParatNo.|

Gist of the case

.

114_

Present position

Case No. 2

2.4(a)

Audit cross verified the
details of purchase, sales
the

etc, conceded by

assessees in their annual
return with the figures in
Form 13A appended to the
annual accounts and found
in 11
Tax Offices
(CTO) did not include the

entire purchase turnover in

that 23 assessees

Commercial

their annual accounts and
hence the sales turnover
accounted was not that of
the sales corresponding to
This

entire  purchase.

resulted in  escape
turnover from assessment
and short remittance of tax,
of

and  interest

Rs.22.31 crore.

cess
Maximum

penalty leviable worked out

to Rs.32.37 crore.

IDea‘er | Flash ]

Name /TIN| Traders
321202607

95

Year 2009-10

Turnover 9,72,29,296

escaped /-

(Rs.)

Tax plus! 59,70,657/-

interest

(Rs.)

Penalty(Rs. ! 78,56,128/-

) ]

of [+

SL.No. 2 Flash Traders

32120260795(2009-10)

in form 13 &13 A.

Accounts furnished below.

Item | Purchased | Under Anmnual

CTO, Special Circle, Kannur

Audited

The Accountant General pointed out that on verification of the |
assessment records for the year 2009-10 of the above assessee, there was |

difference in purchases reported in annual return and audited statement

The total purchases reported in the annual return in Form No. 10, |

Audited statement in Form No. 13A, Trading Account and Books of!

Trading Books of

i from Section Return in Statement in Account Accounts
L Formt No. 10 | Form No. 13 |
- .’_ ‘ . . 4
1 2 3 4 5 6 7
| I ! | |
Re gistere - 4,70,750.00 4,70,750,00 4,70,750.00 4,70,750.00
Cp;:ﬁe d dealec | 5,75,29,250,00 " ;
w Nut Farmer 5 (2) 6,70,86,350.00 6,70,86,390.0 6,70,86,390.00 6,70,86,350,00
- —l 4 — — D . - — - 4
12,00,86,350.0 6,75,57,140.0 6,75,57,140.00 6,75,57,140.00 ||
Sub Total a 0 .
! q
Registere - 1 52,61,550.00 2,55,350.00 2,35,350.00 2,55,350.00
t
Areca | ddealer 3,29,86,692.00 S -
nut — o T T T
]_ Farmer 6(2) 4,22,10,047.00 4,22,10,047.0 4,22,10,047.00 4,22,10,047.00
L 0
r Sub Total 8.84,58,289.00 4,24,65397.0 4,24,65,397.00 4,24.65.397.00
| [}
T T T T .
Registere N 46,21,050.00 -
S
E;;;l; d dealer 9,76,500.00 - - i
LS | | ]
‘ r Farmer 6(2) T 1,62,79,719.00 1,62,79,718.0 1,62,79,718.00 1,62,79,718.00
0
| vl — — 1 — ! 4 1
Sub Total 2,18,77,269.00 1,62,79.718.3 1,62,79,718,00 1,62,79,718.00
S _ —— - 4 -
Rngiqmrn
Rubb | 4 deater - = - =
| er
heet 1
Shee Farmer 6(2) 3,74,212.00 3,74,212.00 3,74,212,00 3,74,212.00
Sub 3,74,212.00 3.74,212.00 3,74,212.00 3,74,212.00
Total
9,68,45,792.00 7.26,100.0 7,26,100.00 7,26,100.00
0
| Total —— — +- T — {
6(2) 12,59,50,368.00 12,59,50.367. 12,59,50.367.0 | 12,59,50,367.00
00 o
22,27,96,160.0 12,66,76,467, 12,66,76,467.0 12,66,76,467.00
Grand Total 0 o0 0 |
= 9,61,19,692.00
Difference 1 T -
6(2) NIL

. 9,61,19.692/- :- Purchase

i Reason for the above difference of Rs

turnover recorded in the Books of Accounts and reported in the

Audited Statement and Trading accounts is correct. But certain error

crept in purchase turnover reported in the annual return which caused




— -1

the above difference. Repeating of certain amount of pf ase
| qumover in the annual return is the error. Le. purchase of Rs.|
} 9,61,19,692/- effected from Farmers (i.e. 6(2) purchase), included in|
| the purchase turnover reported at Part ‘A’ of monthly retwmns / annual |
] return, mistakenly repeated at part ‘C’ (i.e. purchases effected from
| registered person} in such returns. Mismatched figures under column 4
in comparison with comesponding figures against column 5/6/7 of
above table shows such repeatedly reported purchase turnover. Such
l repeated purchase turnover is the mistake / error crept-in in the annual

return. Details of such repeatedly reported purchase turnover shown

below:-
Item | Purchas |Under| Annual Audited | Tradin| Books
ed from | Sectio |Return in| Statemen| g of
n Form |tin Form | Accou | Account
No. 10 | No. 13 nt 5
1 2 3 4 5 6 7
Raw
Cashew |Registered 5,25,29,25
Nut dealer - 0
2,55,35
- 52,61,550 2,55,350 0j 2.55,350
Arecanut
Registered 3,29,86,69
dealer - 2 - - -
Black |Registered| — 46,21,050 " i -
Pepper dealer| - 9,76,500 - - -
9,63,75,04
Total 2 2,55,350
Less : Actual purchase from
registered dealer (i.e. Arecanut 9’61’19’63
Rs. 2,55,350)

‘The above ditference occurred due to above said mistake / error crept in
|the annual return in Form No. 10. But the assessee has reported the
lcorrect purchase turnover in the Audited Statement in Form No. 13A,
\trading Account and Books of Accounts. Excusing the editing error
ls:rept—in in the monthly returns / annual return, there is no differences in
the purchase turnover.  Hence, there is no escapement of purchase

urnover and also there is no escapement of corresponding sales turnover.

Therefore there is no short remittance of tax in this case as pointed out

|in the C&AG report.

1



\\{ﬁ\

Case No. 3

Para Gist of the case Present position
No.
2.4(a) | Audit cross verified the details of | SL. Neo.3 Vishal Export

purchase, sales etc., conceded by
the assessees in their annual
return with the figures in Form
13A appended to the annual
accounts and found that 23
assessees in 11 Commercial Tax
Offices (CTO) did not include
the entire purchase turnover in
their annual accounts and hence
the sales turnover accounted was
that of the
corresponding to entire purchase.
This

turnover from assessment and

not sales

resulted in escape of

short remittance of tax, cess and
of Rs.22.31

penalty
worked out to Rs.32.37 crore.

interest crore,

Maximum leviable

Dealer Name /| Vishal Exports

TIN 32150336185
Year 2009-10
Tumover 31,49,16,540/-
|escaped (Rs.)

Tax plus| 1,93,38,395/-
interest (Rs.)

Penalty (Rs.) 2,54,45,256/-

| Total purchase as per audit objection : Rs.65,59,67,162.00

32150336185(2009-2010)
CTO,Special Circle(Produce)Mattanchery

The total purchase in the audit objection Rs.65,59,67,162 is
made up of the following amounts.
Rubber purchases as per Annual return :Rs.58,31,87,571.45
Rubber purchases from unregistered dealer: Rs, 7.27,79,590.85

:Rs.65,59,67,162.30

The Rubber purchases furnished in July 2009 return is in
excess by Rs.23,16,58,230.60 due to mistake in adopting
decimal figure,

The purchase for July 2009 is Rs.2,57,39,803.40 which is
available in the purchases statement already uploaded along with
the return in the KVATIS. But while furnishing the turnover
figure in Form 10 return for July, 2009 due to typographical
error the purchase turnover was shown as Rs.25,73,98,034/- due
to the omission of the decimal. The difference between the two
figures being Rs.23,16,58,230.60, excess turnover of purchase
shown in the return for July 2009. This was found only at the
time of Audit by the Auditors and the Reconciliation statement
reconciling the said turnover is furnished along with the Form 13
&13A filed along with the Manual Annual Retumn rectifying the
above mistake. As the annual Return for 2009-10 which is
automatically generated by the system from the monthly returns
filed, the total purchases happened to be inflated in value by
Rs.23,16,58,230.60.

Similarly the purchases from unregistered dealers u/s 6(2)
effected during the year 2009-10 is already included in the
purchase of Rs.34,66,99,340.85 representing the total purchases
as per accounts and also the purchase value shown in the annual
return.

Hence the actual purchase turnover of rubber effected

during 2009-2010 works out as under:




Less:-
Excess purchase turnover furnished
'in July 2009 due to mistake in |
ladopting decimal +Rs.23,16,58,230.00

: Rs. 42,43,08,932.00 \

——

Less:-
‘ Purchase from unregistered dealer
U/s 6(2) already included in the ’
Purchase turnover furnished ‘Rs. 7,27,79,591.00

Rubber purchase turnover including
rubber Cess value
:Rs.35,15,29,341.00 ’

Less:- Rubber Cess value included  :Rs. 48,30 000.00 I

Actual purchase value as per 13 &13A 1
and accounts. ‘Rs. 34,66,99,341.00

There is no short accounting of any portion of purchase

turnover in this case. In view of the above, the audit objection1

|may be dropped.

|




Para N::.T
[— 2.4(a)

Gist of the case

Audit cross verified the details of
purchase, sales etc., conceded by
the assessees in their annual
return with the figures in Form
13A appended to the annual

accounts and found that 23

assessees in 11 Commercial Tax
lOffices (CTO) did not include
the entire purchase turnover in
their annual accounts and hence

the sales turnover accounted was

not that of the sales
corresponding to entire purchase.
This resulted in escape of

turnover from assessment and
short remittance of tax, cess and
of Rs.2231

interest crore.

Maximum  penalty leviable

worked out to Rs.32.37 crore.

interest (Rs.) | i

-+

B

=
Dealer Name /| Njavallil Latex
TIN Pvt. Ltd.
32150350585

Year T 200910 |
Turnover 46,72,351/- ||
escaped (Rs.) .

Tax pluis 2.86.9200 |

{f ‘
Penalt_y i7:7,5_2— Jl

Case No. 4

Present position 1

SL.Ne.4. Njavallil Latex Pvt Ltd
32150350585 (2009-10)

CTO, Aluva

[n the annual return in Form 10 for the year 2009-10 the
assessee reported total purchase turnover of Rs.60,75,46,266/-.
Whereas in the audited statement of accounts as per 13 &13A
the total purchase turnover is Rs.60,17,93,890/-. There is a
difference of Rs.57,52,376/- in the purchase turnover reported in
Form 10 and in Form 13 & 13A filed for the year 2009-10.

The difference is Rubber Cess turnover of Rs.57,29,258/-
which is included in the return as per section 2 of the KVAT Act,
2003 in which it is clearly stated that Explanation VI- "The
turnover in respect of rubber shall be deemed to include any
Cess leviable under the Rubber Act, 1947 (Irrespective of
whether the payment of Cess is till the rubber is consumed by
the manufacturer of the rubber goods.”

The Cess amount is notionally included in the turnover but it
does not reflect in the books of accounts. Sa the difference is the
turnover of cess amount of Rs.57,29,258/- for which the assessee
have paid IPT of Rs.2,29,170.40. The balance difference of
Rs.23,118/- is emerged due to the clerical error in rounding of

paisa into rupee while uploading the return and Form 13 &13A.




Case No. 5

Para No. | Gist of the case | Present position
- — S . , = I
2.4(a) |Audit cross verified the details of | Sl. No.5 Evergrowing Iron & Finvest Ltd
32070247424 (2011-12)
purchase, sales etc., conceded by

CTO, Special Circle 1, Ernakulam

The defect pointed out by the AG is that there is a

F . .
the assessees in their annual retun

with the figures in Form 13A !
appended to the annual accounts difference in purchase turnover between the audit figure and
and found that 23 assessees in 11 the returns figure leading to the estimation of corresponding
Commercial Tax Offices (CTO) sales turnover by the Accountant General.
did not include the entire purchase Interstate purchase as per the return is Rs. 29,17,97,205/- |
idGver in el annual accounts whereas the same is Rs. 2,28,41,806/- as per Form 13 & 13A/
and hence the sales turnover|r.=_-sulting difference of Rs. 26,89,55,399/-.
accounted was not that of the sales At the time of assessment, to the query of the difference in
corresponding to entire purchase question, the assessee has produced stock transfer invoice in
This resulted in escape of turnover respect of goods received on consignment basis and found the
from assessment and  short consignment goods receipt value is Rs. 6,33,78,399/-. Tt was
: . found that at the time of filing monthly return the assessee has
remittance of tax, cess and interest |

of Rs.22.31 crore.  Maximum included this amount under the head of interstate purchase and

penalty leviable worked out to reported the interstate purchase turnover at Rs. 29,17,97,205/-

while the actual interstate value is Rs. 22,84,18,806/-. The
Rs.32,37 crore. | \

'mistake in the audit report with respect to the interstate!

e —— == purchase is also clarified which disclosed it as Rs.
Dealer Name /| Evergrowing Iron
TIN & Finvest Ltd. |2,28,41,806/- instead of Rs. 22,84,18,806/-. The interstate
- [ 32070247424 | purchases effected during 2011-12 amounts to Rs.
| FYear | 2011-12 22,84,18,806/- which has been shown in the statement attached
Tumover | 3217.18,182 |y, the audit report 13 and 13A and also form part of the said
chaped (Rs.) !
Tax - Dlusb 1.66.36.690/ |audit report. The assessee has also produced the details of
| interest (Rs.) o interstate purchases and the verification of the entire invoices
LPenalty | 2,59,94,828/- |revealed that their reply against the mismatching of interstate

l purchases is found genuine and it was accepted.

The difference is due to inclusion of receipt of goods from
l the principal place outside Kerala for sales on consignment

I ’ basis amounting to Rs. 6,33,78,399/- along with the interstate
purchases of Rs. 22,84,18,806/- effected to by the assessee

during 2011-12 which was shown in the audit report totalling
' rto Rs. 29,17,97,205/- '
That being so the defect pointed out by the AG is not

lsustainable and the assessment was completed accordingly.




Case No. 6
r T = T — — 1
Para Gist of the case Present position
No. I
2.4(a) | Audit cross verified the details of

purchase, sales etc., conceded by
|the assessees in their annual
return with the figures in Form
13A appended to the annual
|accounts and found that 23
assessees in 11 Commercial Tax
Offices (CTO) did not include
the entire purchase turnover in
their annual accounts and hence
the sales turnover accounted was
of
corresponding to entire purchase.

This of

turnover from assessment and

not that the sales

resulted in escape

short remittance of tax, cess and

interest of Rs.22.31 crore.
Maximum  penalty leviable
worked out to Rs.32.37 crore.
Dealer ‘ Watts |
Name / TIN | Electronics (Pvt)
| | Ltd
32071694602
FYear 2010-11 ]
| Turnover 1,70,64,769/- |
|| escaped (Rs.) | |
Tax plus 9,65,183/-
interest (Rs.) |
Penalty 13,78,834/- ﬂ

SL.No.6 Watts Electronics(Pvt) Ltd
32071694602(2610-2011) J
CTYO, Special Circle 1, Ernakulam

M/s. Watts Electronics (P) Ltd is a manufacturer of electrical
resisters and CFL Lamp as well as trader of registers and diode.
| The assessee effects local purchase, inter-state purchase and
imported purchase.

On verification of annual return along with audited balance
sheet of the dealer for the year 2010-2011, a difference of
Rs.4,28,81,950.17 was noticed. As per annual return, the purchase

shown amounts to Rs.12,79,33,604/-. But purchase shown in
audited report is only Rs.11,50,51,653.83.

This difference

| occurred due to the following reasons.

1. The excise duty paid for the purchase amounting to|

Rs.1,14,44,941.64 is excluded from the purchase turnover shown

|in the balance sheet.
|2. Spare purchase amounting to Rs.6,69,006.80 excluded from

purchase turnover shown in the balance sheet and is shown in the

head manufacturing and other expenses (Repairs & maintenance).
During the year the dealer purchased machinery amounting to
'Rs.8,27,749.80 which is shown in the balance sheet under the
head plant and machinery in part VI of form 13A. |

In the VAT return, sales is inclusive of excise duty whereas in
;the balance sheet sales is showing excluding excise duty. The

| difference in purchase is not affecting the sales turnover




Gist of the case

Case No. 7

Present position

|
2.4(a) |Audit cross verified the details of purchase,

sales etc., conceded by the assessees in their
annual return with the figures in Form 13A|
|appended to the annual accounts and found that
23 assessees in 11 Commercial Tax Offices
(CTO) did not include the entire purchaseI
turnover in their annual accounts and hence the
sales turnover accounted was not that of the
sales corresponding to entire purchase. This
resulted in escape of turnover from assessment |
and short remittance of tax, cess and interest of
Rs.22.31 crore. Maximum penalty leviable

worked out to Rs.32.37 crore.

Dealer Name / TIN ] FCI OEN Comnectors |
Ltd.
32070418694

Year 2009-10
— — e !
Turnover escaped 35,71,02,968/-
(Rs.) ,
Tax plus interest (Rs.) | 4,22,27,539/-

|| Penalty 3,55,62,550/-

|turnover as per order dated 13.03.2019.

SL.No.7 FCI OEN Connectors Ltd
32070418694 (2009-10)
CTO, Special Circle 111, Ernakulam

On verification of annual return filed by the

dealer, total effected

Rs.1,62,03,99,915/-.

purchases was
But as per the audited
statement of accounts the total purchase is shown
as Rs.1,34,73,57,185/-

Rs.27,30,42,730/-.

with a difference of

The differential amount represents purchase of
fixed assets which is not included in the statutory

audit report for gross profit calculation. The

Idealer has uploaded all the purchases in KVATIS

and declared it in the returns filed. The dealer has
The

differential amount is included in the schedule of

not availed ITC on local purchase.

fixed assets.
Assessment completed for the balance escaped
The

dealer opted amnesty scheme 2019 and remitted

‘ the amount of Rs. 1,27,155/- vide e challan No.
KL002312995201920M dated 01.06.2019.

L L




Para No.

Case No.8

Gist of the case

Present position

2.4(a)

Audit cross verified the details of
purchase, sales etc.,, conceded by the
assessees in their annual return with the
figures in Form 13A appended to the
annual accounts and found that 23
assessees in 11 Commercial Tax Offices
(CTO) did not include the entire purchase
turnover in their annual accounts and
hence the sales turnover accounted was
not that of the sales corresponding to
entire purchase. This resulted in escape
of turnover from assessment and short
remittance of tax, cess and interest of
Rs.22.31

leviable worked out to Rs.32.37 crore.

crore. Maximum penalty

SL.No.8 Hindustan Organic Chemicals Ltd.

Phenol Unit, Ambalamugal P.O.,
32070430405 (2011-2012)
CTO, Special Circle III, Ernakulam

The audit objection in this case is short levy of tax

due to  short accounting of Purchases. ( i.e.

Corresponding sales turnover arrived-
Rs.5,43,15,23,863/- . Total sales conceded in the return
-Rs.5,13,48,18,441/- and the tumover escaped -
Rs.29,67,05,422/-).
along with audit report in form 13 &13A filed by the
dealer, the
Rs.6,32,04,77,415/-,
Rs.5,09,32,34,116/- and escaped turnover comes to
Rs.1,22,72,43,299/-.

assessed at 4%.

On verification of annual return

sales  turnover  determined is

total turnover conceded

This difference amount is to be

Considering the audit objection, the assessment in
respect of the above dealer for the year 2011-12 is
completed on 5-12-2015 creating an additional demand
of Rs.7,11,80,111/- (Tax due- Rs.4,90,89,732/- &

Interest due-Rs.2,20,90,379/-, The assessee filed a

rectification application ws. 66 of the KVAT Act which

was rejected as the dealer cannot prove any mistake in

the order apparent on the face of records in the petition.

Dealer Name / Hindustan Organic

TIN Chemicals Limited,
Phenol Urit,

Ambalamugal P.O

32070430405

Year 2011-12

Turnover 29,67,05,422/-

escaped (Rs.)

Tax plus 1,53,43,231/-

interest (Rs.)

: Penalty 2,39,73,798/-

RRC proceed 28/2012 dated 04.02.2016.

Meanwhile the assessee filed WP(C) No. 11082/2016
and the Hon’ble HC directed to pass order on the
rectification within one month from the date of receipt
of the copy of the judgment after hearing the petitioner.
But as per the order dated 05.05.2016 the application
for rectification is rejected on the ground of the order
C7/60916/CT dated 05.05.2016 of Joint Commissioner.
The RR authority was again reminded for realization of
the arrear.

Subsequent to appeal, assessment was modified vide
order dated 12.08.2020.

sustainable as the dealer filed reconciled statement

Audit objection was not




ithié_modification, showing how assessment E‘;L'.',‘ "-:r.;_,l
turnover happened. As per the statement, excise duty
was included in Form 10 but excluded from Form
| 13A.Assessment completed as per order dated
12.08.2020. Demand of Rs. 2,24,219/- was paid vide
challan No. KLO0B010615202021M dated 20.08.2020,




Case No. 9

Para No.

Gist of the case

Present position

2.4(a)

Audit cross verified the details of purchase,
| sales etc., conceded by the assessees in their|
annual return with the figures in Form 13A
appended to the annual accounts and found
that 23 assessees in 11 Commercial Tax

Offices (CTO) did not include the entire

purchase turnover in their annual accounts
and hence the sales turnover accounted was
not that of the sales corresponding to entire
\purchase.  This resulted in escape of

turnover from assessment and short

remittance of tax, cess and interest of

|Rs.22.31 crore, Maximum penalty leviable

worked out to Rs.32.37 crore.

H Dealer Name / TIN |

Trinethra Super ]

Retail Private
Limited
32070482504
Year 2011-12
Turnover escaped 21,09,66,850/-
(Rs.)
Tax plus interest 1,09,09,518/-
| (Rs.) |
Penalty 1,70,46,122/-

|| Auditor which was proved as non taxable items

|| Rs.10,44,237/-. The dealer opted amnesty scheme

SLNo.9 Trinethra Super Retail Private Ltd.
32070482504 (2011-12)
CTO, Special Circle Il, Ernakulam |

|
The original assessment was completed vide|

N0.32070482504/11-12 dated 29-03-2017
creating an additional demand of Rs.1,83,31,493/-

order

(Tax & Cess Rs.1,15,29,2359/- and interest
Rs.68,02,254). Considering the audit objection,
assessment was completed vide order dated

18.03.2019. The above order were modified as per
the directions in appellate order No. KVATA
671/2021 dated 09.02.2022 of

Commissioner(Appeals) II, Ernakulam and the|

the Joint
directions of the Hon’ble High Court of Kerala order
No. WP(C) No.13923 /2019 dated 29.05.2019.
Differential turnover assessed in the assessment|

order was due to the inadvertent omission of the

hence deleted from the assessment. As per modified

|
order dated 19.03.2022 demand was reduced to

|

2022 and remitted the amount of Rs.626543.00 videI

e challan No.KL011307764202223E  dated

15.07.2022.




Para No.

Gist of the case

Present position

Case No. 10

. = |
|

2.4(a)

Audit cross verified the details of
|purchase, sales etc., conceded by the
|assessees in their annual return with

| the figures in Form 13A appended

SL.No.10 Acer India Pvi Ltd.
32070485384 (2011-2012)

CTO, Special Circle III, Ernakulam

The assessee is engaged in the sales of computer and

to the annual accounts and found peripherals. The goods are received on stock transfer. While

that 23 assessees in 11 Commercial
Tax Offices (CTO) did not include
the entire purchase turnover in their
annual accounts and hence the sales

turnover accounted was not that of

purchase. This resulted in escape of

remittance of tax, cess and interest

of Rs.22.31 crore. Maximum

Rs.32.37 crore.

the sales corresponding to entire|

turnover from assessment and short ||

penalty leviable worked out to

Dealer Name /| Acer India Pvt LtdI
TIN 32070485384
Year 2011-12
Turnover 9,73,63,612/-

|| escaped (Rs.)
Tax plus|  50,34,867/-
interest (Rs.)

I

uploading return in the month of May and June 2011, certain

clerical errors has erupted. This fact has been clearly stated in

the notes attached to Form 13 &13A.

statement is extracted below:-

| Inter-state stock
transfer as per annual
| return

Less: Clerical
mistakes for

May 1 19,98,984.00
[Rs.7,43,86,808/- -
Rs.7,23,87,824/-] |

For June 2011 10,12,44,130.00.
' [Rs.20,28,87,479/- -
Rs.10,16,43,349/-]

1,37,90,62,581.0

The reconciliation

ol |

10,32,43,114.00

1,27,58,19,467.0
0

| Add: Dec'11
[Rs.11,14,19,39,331/-
- 11,15,47,641/-]

1,27,59,47,777.
00 |

The assessing authority verified the contentions of the

||Penalty(Rs.) | 78,66,980/- | assessee and found that the objection is not sustainable.



of purchase, sales etc,
conceded by the assessees in
their annual return with the
figures in Form 13A appended
to the annual accounts and
found that 23 assessees in 11
Offices
(CTO) did not include the
entire purchase turnover in
their

hence the

Commercial Tax

annual accounts and

sales turnover
accounted was not that of the

sales corresponding to entire

purchase.  This resulted in
escape of turnover from
assessment and short

remittance of tax, cess and
interest of Rs.22.31 crore.
Maximum penalty leviable

worked out to Rs.32.37 crore.

Case No. 11
_Para No. Gist of the case Present position
2.4(a) |Audit cross verified the details| SI.No11 Thomson Rubbers India Pvt. Ltd.

32050222064(2011-2012)

CTO, Special Circle, Kottayam |
The accountant General in audit pointed out that the |

comparison of the figures on purchase as per returns with that of;
audited accounts for the year 2011-12 revealed that the dealer|
failed to account all the purchases effected by them. The sales
turnover returned does not correspond to the purchases effected.
The AG pointed out that the total purchase effected is Rs.
1,58,54,86,273/-, the break up of which are as follows :-

Local purchase :Rs.  49,07,26,840.79
Interstate purchase :Rs  15,36,49,411.00
Import purchase :Rs  68,61,34,454.00
For export purchase ‘Rs 8,27,02,102.37

Rs  14,32,12,808.36

Add 6 (2) purchase :Rs  17,22,73,464.48
Total purchase effected :Rs 1,58,54,86,272.84
Total purchase accounted in audited statements

Raw material purchase ‘Rs 16,87,46,236.68
Finished goods purchase :Rs 1,23,97,65,074.50
6 (2) purchase :Rs 17,06,35,513.69
Total purchase accounted :Rs 1,57,41,46,824.87
Differential purchase turnover : Rs 63,39,449.00

Dealer Thomson The purchases effected includes tax on rubber cess turnover
Name / TIN R”gberilgdla which is disclosed in the returns filed, but net purchase turnover
vt. Ltd.
32050222064 | (deducting tax on rubber cess tumover is disclosed in the audited
Year | 2011-12 accounts. This is reconciled below.
Tumover 38,53,089/-
escaped Nature of Gross Deduct tax = Net purchase Purchase
(Rs.) purchase purchase on rubber turnover turnover
turnover cess disclosed in
Tax  plus 1,99,251/- turnever 13A
interest Raw material ~ 16,87,46,236. - 16,87,46,236.68 16,87,46,235.
(Rs.) purchase 68 68
Penalty 3,11,330/- Finished 1,24,44,66,57 46,82,887.36 1,23,97,83,684. 1,23,97,65,07
— ——— | goods 1.68 32 4,32
purchase
6 (2) purchase  17,22,73,464. 16,37,951.58 17,06,35,512.90 17,06,35,513.
| 48 69
| Total 1,58,54,86,27 63,20,838.94 1,57,91,65,433. 1,57,91,46,82
| 2.84 90 4.69

Less purchase
return of

18,610.00




[¢ |

finished goods

7
Balance 1,57,91,46,823. 1,57,91,46,82
purchase 90 4.69
wrnover

From the abave, it is evident that the difference in purchase
turnover is only on account of tax on rubber cess turnover and
purchase turnover. There is no unaccounted purchase as alleged
by AG. As there is no unaccounted purchase, sales turnover

arrived has no relevance and the objection raised is not

sustainable.




{

Para No.

Case No. 12

purchase, sales etc., conceded by the
assessees in their annual return with the
figures in Form 13A appended to the
annual accounis and found that 23
assessees in 11 Commercial Tax Offices
(CTO) did not include the entire
purchase turnover in their annual
accounts and hence the sales tumover
accounted was not that of the sales
corresponding to entire purchase. This
resulted in escape of turnover from
assessment and short remittance of tax,
cess and interest of Rs.22.31 crore,
Maximum penalty leviable worked out

to Rs.32.37 crore.

Dealer Name / Kancor
TIN Ingredients
Limited

32150238895

Year 2011-12

Turnover escaped| 10,40,12,083/-

{Rs.)

Tax plus interest 53,78,673/-

(Rs.)

[ + |

|Penal[y | 84,04, 170/- |

Gist of the case Present position
2.4(a) |Audit cross verified the details of|SL.No.12 Kancor Ingredients Limited

32150238895 (2011-12)
CTO, Special Circle, Mattanchery

The audit objection in this case is that purchase as per
annual return is Rs.1,83,25,86,932/- whereas Purchase as
per audited statement is Rs.1,72,72,17,389/-. Thus there
is a difference of Rs.10,99,74,138/-.

authority on verification it is found that the reason for the

The assessing

difference is that only the purchase of raw materials and
finished goods are included in Form 13 & 13A. Whereas
the purchase of items not related to raw materials and
semi finished goods are also included in the annual return.
The difference is the purchase of items not related to raw
materials and semi finished goods.

M/s. Kancore Ingrediants Ltd., Angamaly is a dealer
engaged in the manufacture and export of spice oleoresin,
spice oils, essential oil, natural colour and botanicals.

On verification of records it is seen that assessee has

claimed IPT on Engineering stores & consumables,

process chemical, packing materials, Laboratory
equipments and machinery parts, raw materials and semi
finished goods.

Section 2(xxiii) of the KVAT Act where as “Input tax

mean the tax paid or payable under act by a registered

|dealer on the purchase of goods in the course of business

and includes the tax paid on the purchase of materials for

| the research and development in relation to any goods”.
From reading Section 2(xxiii} with Section 11(i} it is

clear that section only stipulates that the purchase should

be in course of business and dealer liable to tax under

section6(1) of the KVAT is eligible for input tax credit. It

is also appears that assessee has satisfied the following

conditions.

* Purchase from registered dealer

* Purchase not from a presumptive tax payer.

* purchase not from a compounded dealer.

-

* Tax shall be paid on purchase of goods




* purchase is liable to pay tax U/s. 6(1).

* purchase should be in the course of business

* the goods purchased not fall within the exclusion stated
| in section 11{5).

From the above provisions it appears that since the
assessee is engaged in the manufacture and export of |
spice oleoresin, spice oils, essential oils natural colour
and botanicals the goods purchased other than raw
materials and semi finished goods such as laboratory and
scientific equipments Engineering stores & consumables,
process chemical, packing materials is eligible for ITC
since they are procured in the course of business and for

research and development.




Case No. 13

Para No. Gist of the case Present position
2.4(a) |Audit cross verified the details of purchase, sales | SL.No. 13. Kancor Ingredients Limited

etc.,, conceded by the assessees in their annual
return with the figures in Form 13A appended to
the annual accounts and found that 23 assessees
in 11 Commercial Tax Offices (CTO) did not
include the entire purchase turnover in their
annual accounts and hence the sales turnover
accounted was not that of the sales corresponding
to entire purchase. This resulted in escape of
turnover from assessment and short remittance of
tax, cess and interest of Rs.22.31 crore.
Maximum penalty leviable worked out to

Rs.32.37 crore.

!|items not related to raw materials and semi

Dealer Name / TIN Kancor Ingredients
Limited
32150238895
Year 2009-10
Turnover escaped (Rs.) 2,76,40,079/-
Tax plus interest (Rs.) 16,97,322/-
Penalty 22,33,318/-

1| spice oleoresin, spice oils, essential oil, natural

32150238895 (2009 - 2010)
CTO, Special Circle, Mattanchery

The audit objection in this case is that

Purchase annual  return s
Rs.1,18,93,59,666/-
audited statement is Rs.1,12,22,39,462/-. Thus
there is a difference of Rs.6,98,51,441/-. The

assessing authority on verification it is found

as  per

whereas Purchase as per

that the reason for the difference is that only the
purchase of raw materials and finished goods
are included in Form 13 & 13A. Whereas the
purchase of items not related to raw materials
and semi finished goods are also included in the

annual return, The difference is the purchase of

finished goods.
M/s. Kancore Ingrediants Ltd., Angamaly is a

dealer engaged in the manufacture and export of

colour and botanicals.

On verification of records it is seen that
assessee has claimed IPT on Engineering stores
& consumables. process chemical, packing
materials, and

Laboratory  equipments

machinery parts, raw materials and semi
finished goods.

Section 2(xxiii) of the KVAT Act where as
“Input tax mean the tax paid or payable under
act by a registered dealer on the purchase of
goods in the course of business and includes the
tax paid on the purchase of materials for the
research and development in relation to any

goods”.

From reading Section 2(xxiii) with Section




11(i) it is clear that section only stipulates ; I‘::J
the purchase should be in course of business and
dealer liable to tax under section6(1) of the
KVAT is eligible for input tax credit. It is also
appears that assessee has satisfied the following
conditions.
* Purchase from registered dealer
* Purchase not from a presumptive tax payer.
* purchase not from a compounded dealer.
* Tax shall be paid on purchase of goods
* purchase is liable to pay tax U/s. 6(1).
* purchase should be in the course of business
* the goods purchased not fall within the
exclusion stated in section II(5).

From the above provisions it appears that

since the assessee is engaged in the manufacture

and export of spice oleoresin, spice oils,
essential oils natural colour and botanicals the
goods purchased other than raw materials and
semi finished goods such as laboratory and
scientific equipments Engineering stores &
consumables, process chemical, packing

materials is eligible for ITC since they are

procured in the course of business and for

research and development.




Case No. 14

Gist of the case Present position
Para No.

 —— — S — —_—

2.4(a) Audit Cross Verlfled the detalls of Sl.No.14 United Qil Industrles
32150294515(2009-10)

CTO, Special Circle, Mattancherry
the assessees in their annual As per the audit objection the total purchases conceded by

purchase, sales etc., conceded by

'return with the figures in Form the dealer is Rs.16,90,62,645/-, whereas the purchases effected |
f 13A appended to the annual by the dealer as shown in the 13 &13A submitted by the deallerI
accounts and found that 23 was only Rs.16,69,11,487/-. Therefore, the AG pointed out a
assessees in 11 Commercial Tax  difference amount of Rs.21,51,158/- as unaccounted purchase.:
Offices (CTO) did not include On verification it is found that the inter-state purchase ofi
the entire purchase turnover in | finished goods shown in the 13 &I3A is after deducting the|
their annual accounts and hence  inter-state purchase return of finished goods of Rs.21,02,5970.00.
the sales turnover accounted was | The above purchase return of Rs.21,02,970/- is also shown in the
not that of the sales returns filed. So the net purchase of finished goods only is
corresponding to entire purchase. shown in the 13 &13A .  Another difference is the purchase of
This resulted in escape of‘consumer goods transferred to direct expense for Rs.48,188/-.
'turmover from assessment and Hence there is no unaccounted purchase as pointed out by the
short remittance of tax, cess and| Accountant General. The above figures are reconciled as

interest of Rs.22.31 crore. follows:-

Maximum  penalty leviable As per 13 &13A |

worked out to Rs.32.37 crore. Purchase of Raw Materials from |
|Dealer Name /| United Oil | VAT dealers ‘Rs.2,26,82,856.33
| TIN . Industries | g(2) purchase of empty Tin ‘Rs. 10,42,971.00
32150294515
+ { Inter-state purchase of Raw Material :Rs. 4,20,89,258.10
b{'ear 2009 10 |
|| Purchase of finished goods effected :Rs.10.10.96,402.05
Turnover [ 24, 59 362/-
escaped (Rs.) | Total :Rs.16,69,11,487.48
e L — ]
I Tax plusl 1,51,024/- ‘ Add: Purchase return :Rs.  21,02,970.00
interest (Rs.) L Add:Consumable transfer
Penalty il 1,98,716/- } to direct expense :Rs.  48,188.00
| Total :Rs.16,90,62,645.48
As per Form No.10
Local Purchase ‘Rs. 2,98,39,347.99
| Inter-state purchase :Rs.13,81,80,326.49
Empty Tin 6(2) :Rs. 10,42,971.
| | Total :Rs.16,90,62,645.48
Hence there is no short levy in this case. The audit objection |
| may be dropped.




-
Para No.

2.4(a)

T

T

Gist of the case

Case No. 15

Present position

Audit cross verified the details of | SL.No.15 Anna Aluminium Co.(P)] td

purchase, sales etc., conceded by
the assessees in their annual
return with the figures in Form
13A appended to the annual|
accounts and found that 23|
assessees in 11 Commercial Tax
Offices (CTO) did not include
the entire purchase turnover in
their annual accounts and hence
the sales turnover accounted was
that  of  the
corresponding to entire purchase.
This

not sales

resulted in escape of
turnover from assessment and
short remittance of tax, cess and
of Rs.22.31

interest crore.

Maximum  penalty leviable

worked out to Rs.32.37 crore.

Dealer Anna

Name /TIN | Aluminium Co.
(P) Ltd

32150223134

Year 2010-11

Turnover 8,97,16,026/-

escaped (Rs.)

Tax plus| 50,74,338/-

interest (Rs.) |

Penaty | 72,49,054-

| Interstate Purchase

|| Goods transferred from Spices Division
t Capital goods purchase (Machinery)

32150223134 (2010-11)

CTO, Special Circle, Mattancherry
The defect pointed out by the Accountant General under the

head

purchases effected” was that the assessee M/s.Anna Aluminium |

“Short payment of tax due to short accounting of|

Company (P) Limited effected purchase to the tune of
Rs.46,38,49,349/- that
Rs.40,10,31,534/- creating a difference in purchase turnover of

where as accounted was at

Rs.6,28,17,815/-.0n verification of Books of accounts, returns

filed and Audit report of the assessee, the following facts were

found:-

Purcha il th
Accountan neral (A Form 1 m
Local purchase eligible for ITC : Rs.12,68,61,638.25
Interstate purchase : Rs.28,39,59,692.52

Local purchase Under Sec.6(2)
Interstate Stack Transfer (IN)
Total

: Rs. 2,58,17,502.74

: Rs, 2,72,10,515.10
: Rs.46,38,49,348.90

Purchase as per Form 13, 13A |
Local purchase from registered dealers : Rs.13,90,21,599.00 :

: Rs. 2,58,17,503.00
: Rs.22,76,88,947.00
:_Rs. 85.03.485.00
: Rs.40,10,31,534.00 |
: Rs. 6,28,17,815.00 |

Local purchase Under Sec. 6(2)
Finished goods purchase

Total

Difference in purchase turnover

The following purchases included in the annual return which

1| was excluded from Form 13 A is detailed below:-

: Rs. 47,49,490.00
: Rs. 1,18,53,087.00
: Rs. 463,27.263.00
: Rs. 6,29,29,840.00
Less: CenVAT credit reversed in respect
of melting loss of raw materials : Rs.  1,05.860.00
Balance : Rs. 6,28,23,980.00

Cen VAT paid on purchase

From this it is clear that there is only a difference of
Rs.6,165/- between purchase effected and accounted by the

assessee. No Joss of revenue involved in this case as pointed out

by the Accountant General.




f

Para No.

2.4(a) |Audit cross verified the details of | S1.N0.16 Anna Aluminium Ce.(P)L.td

Gist of the case

[ purchase, sales etc., conceded by
ithe assessees in their annual
return with the figures in Form
13A appended to the annual
accounts and found that 23
assessees in 11 Commercial Tax
Offices (CTO) did not include
the entire purchase turnover in
their annual accounts and hence
the sales turnover accounted was
not that of the sales

corresponding to entire purchase.

|This  resulted in escape of|

turnover from assessment and

shart remittance of tax, cess and

|interest of Rs.22.31 crore,
|Maximum  penalty leviable
waorked out to Rs.32.37 crore.
Dealer Name / Anna
TIN Aluminium
Co.(P) Ltd
32150223134
Year 2011-12
Turnover 1,54,79,045/-
escaped (Rs.) |

| Tax plus|  8,00,453/-
interest (Rs.)

Penalty 12,50,708/-

Case No. 16

Present position

32150223134(2011-12)

CTO, Special Circle, Mattachery
The defect pointed out by the Accountant General under the

| head

purchases effected” was that the assessee M/s.Anna Aluminium

“Short payment of tax due to short accounting of

Company (P) Limited effected purchase to the tune of
Rs.60,20,90,184/-

Rs.58,45,72,503/- creating a difference in purchase turnover of

where as that accounted was at
Rs.1,75,17,681/-.0n verification of Books of accounts, returns
filed and Audit report of the assessee, the following facts were
found:-

Purch th
n al (A

aler in th
r Form 1 turn

Local purchase eligible for ITC : Rs.20,22,99,478.00
Interstate purchase : Rs.33,39,80,269.00

| Tmport purchase : Rs.  62,49,835.00 |
Lacal purchase for export : Rs. 6,78,777.00
Interstate Stock Transfer (IN) . Rs. 2,51,38,060.00 ‘
6(2) Purchase +Rs_3.37.43,765.00
Total : Rs.60,20,90,184.00 |
Purchase as per Form 13, 13A
Local purchase from registered dealers : Rs.19,97,64,865.00
Laocal purchase Under Sec. 6(2) : Rs. 3,37,43,764.00
Interstate Purchase : Rs.28,83,77,715.00
Interstate Stock (IN) : Rs.  6,42,920.00 |
Finished goods purchase : Rs. 3,75,48,099.00
Interstate Stock (IN) of finished goods ; Rs. 2,44.95.132.00

1| Total : Rs.58,45,72,503.00

Difference in purchase turnover : Rs. 1,75,17,681/-

The items not included in the purchase turnover in 13A

Cen VAT paid on purchase : Rs.  46,57,029.00
Capital goods purchase : Rs.  72,45,335.00

4| Purchase return shown in annual return
(Purchase shown in 13A is the figure

i excluding purchase return : Rs. 61,23,914.00

Less: Cen VAT reversed om respect
of melting loss of raw materials
Balance

: Rs, 1,09,734.00
: Rs. 1,79,16,544.00

So there is a difference of Rs. 3,98,863/- only between the

purchase reported in annual return and Form 13A. This is
because of the fact that the Cen VAT paid figure consists of the
figure related to their Coimbatore Branch,

Hence no loss of revenue involved in this case as pointed out |

by the Accountant General.




Case No. 17

vara No. Gist of the case Present position
2.4(a) |Audit cross verified the details of SLNe.17 M.P.R. Mercantile Syndicate
| purchase, sales etc., conceded by 32081470975(2010:2011
: " CTO, Special Circle, Thrissur
\the assessees in their annual The assessee is a registered dealer in cement as well as

‘return with the figures in Form consignment agent of M/s Decan Cements Ltd, Hyderabad.

13A appended to the annual Accountant General pointed out short levy of tax Rs.78.88 lakhs

accounts and found that 23|for the year 2010-11. In pursuance of this notices were issued to
assessees in 11 Commercial Tax | the dealer and produced books of accounts along with reply. |
‘Offices (CTO) did not include On verification it is revealed that the assessee fixed the selling
the entire purchase turnover in price of the product at MRP as mentioned in the
their annual accounts and hence chalans/invoices as stock transferred to consignment agent
| the sales turnover accounted was | against F Form”. The inter-state stock transfer shown in the
mot  that of the sales annual return was on the basis of the stock transfer delivery
‘corresponcling to entire purchase.|chalan and Form 8FA filed. As per the agreement s;igneclI
This resulted in escape of between the above companies with the assessee, the consignor
turnover from assessment r:lnd| shall fix the market price from time to time based on the market
short remittance of tax, cess and | conditions and the consignment agent shall not violate from the
‘interest of Rs.2231 crore. price line fixed by the consignor in selling the product in the
'Maximum  penalty leviablelallotted territories.  Here the dealer gets commission as

worked out to Rs.32.37 crore. remuneration at certain rate on metric tone. It is also to be

‘ Dealer Name / M.PR. stated that the entire goods received for sale are shown as per

| TIN I\S’I;;;‘?E;l: !value mentioned in the invoices-cum-delivery chalan in their

32081470975 | books of accounts. Form F is issued to the consignor indicating

Year 1 2010-11 the quantity of the stock received by the assessee. Thus the value

Turmover 6,24,85,589/- | of goods have less importance but the quantity alone is

| escaped (Rs.) considered in the process. On the verification of annual
Tax plus| 1,10,44,328/-

. return and audited statement and closing stock inventory, it is
interest (Rs.)

Penalty (Rs.) 1,57,77,612/-

revealed that the total consignment goods received during the
year 2010-11 was Rs.31,26,71,184/-. Out of this they have sold
goods worth Rs.25,71,89,144/- during the year 2010-11. The

balance unsold goods of 53429 bags of cement kept as closing
stock inventory. The entire stock transfer in and its sales were
brought into accounts. The ownership of the goods were not
vented in their name since it is consignment sale, So, the
opening and closing stock would not been shown in the trading
accounts. The ownership of the goods were not vented in their

name since it is consignment sale. So, the opening and closing

stock would not been shown in the trading accounts. On the




verification of closing stock inventory as on 315t March 201¢ it
is revealed that the consignment purchase of goods of Deccanq|
Cement 38908 bags and Penna Cement 14521 bags (total 53429
bags) are found in the inventory. Hence there was no loss of
revenue to the state. Therefore, the objection is not sustainable.
Thus on verification of the books of accounts and statement of
closing stock there is no short levy of tax due to short

accounting of purchase in this case. In the circumstances, the

audit objection may be dropped.




Para No.

2.4(a)

\ 2 7

_—

Audit cross verified the details of

purchase, sales etc., conceded by the
assessees in their annual return with the
figures in Form 13A appended to the
annual accounts and found that 23
assessees in 11 Commercial Tax Offices
(CTO) did not include the entire
purchase turnover in their annual
accounts and hence the sales turnover
accounted was not that of the sales
corresponding to entire purchase. This
resulted in escape of turnover from
assessment and short remittance of tax,
cess and interest of Rs.22.31 crore.
Maximum penalty leviable worked out

to Rs.32.37 crore.

—

Gist of the case [

—'—_—_—_
S1.No.18 M.P.R. Mercantile Syndicate

Case No. 18

Present position

32081470975(2011-2012)
CTO, Special Circle, Thrissur

The original assessment for the year 2011-12 was
completed as per order No0.32081470975/2011-12 dated
127.03.2019. Against this order, the assessee filed appeal

'before the Deputy Commissioner (Appeals), Thrissur,
The appellate authority as per order No. KVAT 324/2019
dated 15.05.2019 directed to modify the original
assessment order, since the difference in purchase is
related to consignment sales, which is already tax
suffered and the assessee has no tax liability on this
portion.  Accordingly, the original assessment was
as No0.32081470975/2011-12

(Modified) dated 26.08.2019 with Nil demand.

modified per order
In the
circumstances, the audit objection is net sustainable as

per modified order and therefore requested that the same

| Dealer Name / h M.P.R. Mercantile | may be dropped. |
| TIN Syndicate ‘

- 32081470975

+ — 1

| Year 2011-12

Turmnover escaped  7,30,24,141/-

(Rs.) |

Tax plus interest| 1,18,00,701/- ||

.(RS') - ] - |

Penalt 1,84,38,596/-




[

Para No.

Case No. 19

Gist of the case

Present position

2.4(a)

Audit cross verified the details of
purchase, sales etc., conceded by the
assessees in their annual return with
the figures in Form 13A appended to
the annual accounts and found that
23 assessees in 11 Commercial Tax
Offices (CTO) did not include the
entire purchase turnover in their
annual accounts and hence the sales
turnover accounted was not that of
the sales corresponding to entire
purchase. This resulted in escape of
turnover from assessment and short
remittance of tax, cess and interest of
Rs.22.31 crare.
leviable worked out to Rs.32.37

Maximum penalty

crore.

Dealer Name| Hil Limited
/ TIN 32080252004
Year 2011-12
Turnover 3,65,67,340/-
escaped (Rs.)

Tax plus| 59,09,282/-
interest (Rs.)

Penalty 92,33,254/-

SL.No.19_Hil Limited

32080252004 (2011-2012)
CTO, Special Circle, Thrissur

The assessment in respect of M/s HIL Limited for the
year 2011-12
N0.32080252004/2011-2012 dated 16-11-2015 by creating a
demand of tax Rs.5728461/- and cess Rs.57286/-. The
dealer filed Writ petition before the Hon’ble High Court, and

was completed vide order

the High Court stayed the recovery proceedings initiated
against the assessee. Consequent to the direction received
from the Hon’ble High Court, the rectification application
submitted by the dealer was disposed as per order dated
12,03.2020, by rejecting the rectification application and
reinstated the original order forthwith since the issue
explained in the said application had already been
meticulously verified and examined by the then assessing
authority by drawing out his conclusions. Being aggrieved
upon the said order, the assessee preferred appeal. The
JC(A), Thrissur disposed the appeal vide order in KVAT
Appeal No. 369/20 dated 10.03.2022 and rectification order
No. KVAT 369/20 (Rectified) dated 01.10.2022 with
direction to modify the assessment.

The unaccounted purchase had been reconciled by the

assessee properly as follows.

Sl. Particulars I
No. J_

A

Amount (Rs.)

3,60,84,797.0
0

Unaccounted purchase as per
order

Less;Amounts duly
accounted in the books of
accounis but appeared /not
appeared in form 13A

a |Central Excise paid on
RM/Stores and spares
purchased - accounted
under CENVAT credit
Afc — Not considered
for form 13A

1,54,66,32
7.00

b |Freight incurred on
Asbestos Cement
products sales and

l‘mterstate/ intrastate

84,86,359.
00




- stock transfers ¢
¢ | Packing goods 8,85,695.0 \T
purchased for dispatch | 0
d | Purchases for staff 5,21,296.0
welfare 0
e |Diesel Purchase 83,47,482,
| 00
f -[Pur(:hase of capital' 23,72,054,
goods capitalised in 00
balance sheet
Total 3,60,79,213.0
_ 0
‘ Difference (A-B) 5,584.00

N ; . . .|
| After considering this statement, there is no difference in

purchases considering the volume of transactions involved.
Hence, the audit objection is not sustainable. Therefore
modified the assessment order vide order No. 32080252004/
2011-12 dt 08.11.2022 with demand of tax Rs.886/- and
'Cess Rs.9/- along with interest Rs.1,145/- totaling to
le.2,040/-. The assessee remitted the amount as per Chalan
? No. KL021177222202223M dt.16.11.2022.




Para No. !

2.4(a} | Audit cross verified the details 0? SL.No.20 Parekkadens Enterprises

Gist of the case

purchase, sales etc., conceded by
the assessees in their annual
return with the figures in Form
13A appended to the annual
accounts and found that 23
assessees in 11 Commercial Tax
Offices (CTO) did not include

the entire purchase turnover in

the sales turnover accounted was

not  that of the sales

-

. I
their annual accounts and hence

14
Case No. 20

Present position

32080579784 (2010-2011)
CTO, Special Circle, Thrissur

On verification of monthly return, annual return and audited
statements, Form 13 &13A the following defects are noticed.
As per annual retumn filed for the year 2010-2011, local purchase
eligible for Input Tax Credit is Rs.30,71,19,466.28 but in Form
13A local purchase from VAT dealers is Rs.20,99,59,565/-.

Hence there is a purchase suppression of Rs.9,71,59,901/-.
The assessing authority verified the objection with the books
of accounts and on verification of the same revealed the

following facts.

corresponding to entire purchase. ‘ As per annual | As per Books and | Difference (in
This resulted in escape of|| return (in Rs.) [Form 13 &13A Rs.)
turnover from assessment and ! ! (in Rs.) - !

. Local 30,71,19,466.2| 20,99,59,565.50| 9,71,59,900.78
short remittance of tax, cess and

leurchase 8

interest f Rs.22.31 1 ‘
ierest ot 88 rore- 1 g(2) 9,54,58,380.28|  9,54,58,380.28 NIL‘
Maximum  penalty  leviable|| pyrchase I L

worked out to Rs.32.37 crore.

T Out of the above difference of Rs.9,71,59,900.78,

Dealer Name /; Parekkadens

|TIN Enterprises || Rs.9,54,58,380.28 is nothing but 6(2) purchases which is already

hYear 2010-11 included in Annual / Monthly returns in the column Local
Turnover 9,61,88,584/- || purchase 6(2) under Part A(1) Sales/Disposals (With Output tax
escaped (Rs.) H liability) as well as wrongly included in Local purchase
Tax plus| 54,40,426/- || Turnover under Part-C Turnover on purchase of goods, due to
interest (Rs.)

iy e .

Penalty 77,72,035/- inadvertent mistake.

|
\ The balance difference of Rs.17,01,520.50 is the inclusion of

Rubber Cess Turnover @ Rs.1.50 per Kg in form 10. This
amount is included in Monthly Returns for generating input tax
credit for Rubber Cess Turnover @ Rs.1.50 per kg. which is
included in the purchase bills of Rubber from Rubber dealers.
Hence the difference was due to mistake which occurred by

adding 6(2) purchase to the purchase turnover and inclusion of

,Rubber cess turnover in Form 10.




Case No. 21

Para No.

Gist of the case Present position

2.4(a)

L i

Audit cross verified the details of | SI. No.21 EICL Limited

32010125905(2011-2012) ‘
CTO.II Circle, Thiruvananthapuram -

purchase, sales etc., conceded by |

the assessees in their annual

return with the figures in Form| The Accountant General has reported that M/s English Indian

13A appended to the annual Clays, Kochuveli, Thiruvananthapuram , during the year 2011-

accounts and found that 23|12 has not conceded all purchases in audit report in 13/13A
assessees in 11 Commercial Tax |even though they had mentioned the purchases and sales in|
Offices (CTO) did not include annual accounts such as Trading profit and loss account and|

the entire purchase tumover in| annual return.

their annual accounts and hence|  Subsequent to the query, a notice under section 25(1) of the|

the sales turnover accounted was | Kerala value added tax Act was issued to the dealer in which ai
not that of the sales purchase difference of Rs.19,00,63,452.00 was mentioned%
corresponding to entire purchase. | proposing to assess the purchase variation adding Gross profit @
This resulied in escape of 10% for the purchase differences ascertained from annual return

turnover from assessment and|and 13/13A.The variation ascertained is detailed below.

Purchase difference

interest of Rs.22.31 crore Ao Lis Sl

82,55,12,684/- 63,54,49,232/- 19,00,63,452/- - |
In response to the notice regarding the difference in value of |

short remittance of tax, cess and Purchase as per Purchase as per

Maximum  penalty leviable

worked out to Rs.32.37 crore.
purchases as per the annual return and as per form 13/13A, the

| dealer stated that total purchase value as mentioned in the

,‘gﬁi‘}le‘“ Name / Eﬁﬁf&‘;’gﬁg;‘ \annual return ie Rs 774923087~ ( in the notice it is
'Y? ' '2'0 1112 || mentioned as Rs 82,55,12,684/- which is inclusive of Tax) is the |
m ‘123,6 4,70,025/_' total purchases effected by us such as Raw Material,
escaped (Rs.) { | Consumables, fuel, packing materials, purchase for repairs,
Tax plus| 1,22,28,338/- | fixed assets, office stationery, spares for machinery etc. But in |
nigrestRs.) | Form 13/13A, the purchases which are directly go to the
Penalty 1’91’06’778/-—| manufacturing process like, raw materials, chemicals, fuel and

packing materials are included. The aggregate purchase value
of these materials are Rs 63,54,49, 232/-. The difference
between the basic value as per Annual return and the Form 13A
is Rs 13,94,73,855/-. Since in the notice, tax amount of Rs
5,05,89,597/- is also included in the annual return figure, the
difference between annual return and Form 13A is shown as
Rs.19,00,63,452/-, which may please be corrected to Rs
13,94,73,855/- which is purely our purchases of fixed assets,

office stationery and spares of machinery etc. All the purchases

are effected by the unit in Trivandrum as this unit is the sole




.Ymanufacturer of clay and the other units such as Delhi Temil |
Nadu & Karnataka units are only meant for sale purpose of the f
commodity clay manufactured at Trivandrum unit.

The assessing authority examined the reply in detail w1th|
regard to the purchase suppression between annual return and
13/13A. In the reply the dealer stated that the purchase
difference between 13/13A and audit report is because of the non
conceding of purchase of fixed assets, purchase of machinery
' parts etc. in 13/13A as they are not part of the trading , whereas
'all the purchases were accounted in annual return. In order to
‘verify the veracity of the contention of the dealer , the assessing
authority had examined the purchases mentioned in annual
return. On verification it is ascertained the argument raised by
the dealer is genuine. In the case of purchase tumover of
Rs.82,55,12,684.00 as detailed in 25(1) notice issued, the
contention raised by the dealer that to derive the purchase
suppression of Rs.190063452.00, the purchase conceded in
annual return is taken as Rs. 825512684.00 instead of the actual
purchase value of Rs.774923087.00. Hence there is difference
in purchase value to the tune of Rs.5,05,89,597.00 which willI
directly affect the purchase suppression in the notice. Hence the
' actual purchase suppression is limited to Rs.13,94,73,855.00
instead of Rs. 19,00,634,52.00 which is explained as their

purchases not meant for trading purposes. The assessing
authority had examined the annual return of the dealer and
ascertained that they had conceded purchases to the tune of
Rs.13,94,73,855.00 which is not the purchases for trade

purposes which is detailed below.

—

Purchase details covered in annual return 2011-12 not in the
course of furtherance of business for which ITC was not
availed

|1 T T =
Commodity Amount Tax Total ITC
availed
f 1 i 1 2|
Bearings 8,90,219.00 17,686.00 9,07,905.00 ]
1 ! ! ' g
Bricks of  1,50,36,430.00 3,00,706.00 | 1,53,37,136.00 0
| Clay(machinery
parts)
Bull Dozer 51,96,078.00 1,03,922.00|  53,00,000.00 0
cables 70,185.00 1,404.00 71,589.00 0
Computer 16,787.00 336.00 17,123.00 0
peripherals
Electrical goods 24,88,155.00 48,689.00 25,36,844.00 0

Electricalgoods(12.5 32,859.00 658.00 33,517.00 0
)




Electronic goods 5,46,251.00 10,798.00 5,57,049.00 0
Furniture 3,06,196.00 5,980.00 3,12,176.00 1]
Hardware 98,92,615.00 1,90,052.00 = 1,00,82,667.00 0
L | | | | |
Lubricants for 25,046.00 501.00 25,547.00 0
sewing machine

Hardware(12.5) 38,23,685.00 73,976.00 38,97,661.00 0
Ink for printing and 22,083.00 442,00 22,525.00 i)
writing

Iron and steel for 14,07,674.00 28,120.00 14,35,794.00 1]
clvil works

Laboratory and 5,199.00 104.00 5,303.00 0
scientific equipments

Machinery and  5,05,79,233.00 10,08,998.00 5,15,88,231.00 0
parts(4%)

Machinery and 51,44,649.00 1,00,869.00 52,45,518.00 0

parts{12.5%)

Paints ,polish,enama 28,000.00 560.00 28,560.00 0
el and vamish

pipes 2,16,473.00 4,330.00 2,20,803.00 0

Pump set and parts 1,92,800.00 3,856.00 1,96,656.00 0
| ! | | ] |
| Sewing Machine 43,200.00 864.00 44,064.00 )
| | | | ! J

Stationery goods 83,705.00 1,674.00 85,379.00 1]

Tools 50,707.00 2,131.00 52,838.00 0

Weighing machine 23,44,154.00 46,883.00 23,91,037.00 0
| | | | | ]

Iron and 7,01,693.00 1] 7,01,693.00 1]

steel(Import)

Machinery parts 39,76,852,00 4] 39,76,852.00 0

Local purchase wnot| 3,63,52,927.00 29,74,640.00 3,93,27,567.00 0

eligible for ITC and
not in the course of
furtherance of |
business [

Tatal purchase | 13,94,73,855,00
turnover not in

furtherance of

business

Comparison

|
Total purchase turnover excluding tax
as per annual return =

Rs.77,49,23,087.00

Purchase not in the course of business
as per annual return detailed in table above= Rs.13,94,73,855.00

Purchase meant for business as per

annual return = Rs.63,54,49,232.00
Purchase as per audit report = Rs.63,54,49,232.00
| Difference = Rs.Nil

|  While computing the differential amount of Rs.19,00,63,452/-
with Gross profit of 46% conceded in return the sales turnover
will come to Rs.27,74,92,639.92.Such a computation derives a
sales suppression turnover of Rs.27.74 crores which is higher

than that ascertained by the Accountant General to the tune of

Rs.23.64 crores , which is now nullified as detailed above.

i From this work out, it is clear that there is no purchase




=

T 1
difference in the course of business and hence the objec,?f)r_l:f

1
relating to purchase suppression may be dropped as it is not |

| sustainable.
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Case No. 22

Para No.

Gist of the case

Present position

2.4(a)

Audit cross verified the details of
purchase, sales etc., conceded by
the assessees in their annual
return with the figures in Form
13A appended to the annual
accounts and found that 23
assessees in 11 Commercial Tax
Offices (CTO) did not include
the entire purchase turnover in
their annual accounts and hence
the sales turnover accounted was
not that of the sales
corresponding to entire purchase.
This of

turnover from assessment and

resulted in escape

short remittance of tax, cess and

interest of Rs.22.31 crore.

Maximum  penalty leviable

worked out to Rs.32.37 crore.

Dealer Name /| Duro Flex Pvt

TIN Ltd
32040231985

Year 2011-12

Turnover 1,82,90,086/-

escaped (Rs.)

Tax plus| 12,02,476/-

interest {Rs.)

Penalty 18,78,868/-

SL.No.22 Duro Flex Pvt Lid.

32040231985(2011-2012)
CTO, Special Circle, Alappuzha

Assessment was completed on 02.05.2019 including the

defect pointed out by the AG, creating an additional demand tax
& cess Rs.1,61,69,792/- and interest Rs.1,37,44,323/-. The
assessment order is under challege vide Writ Appeal filed by the
dealer {WAB55/2019 connected with WA 747/2019). Interim
stay order issued vide order dated 22.3.2019 The assessee paid
Rs.32,33,958/- No.KL00316418201920M
dtd.17.05.2019 being 20% of the tax amount disputed. Hearing
posted to 23.11.22 by the HC.

vide chalan




Case No. 23

| Para N().T Gist of the case Present position

2.4(a)

Audit cross verified the details of SLNo.23 Plymica Ltd

32110279492(2011-2012)

purchase, sales etc., conceded by CTO, Special Circle 1, Kozhikode

the assessees in their annual

. , . The defect poi h i
return with the figures in Form efect pointed out was that the purchase reported in the

13A appended to the annual annual return and 13 &13A filed for the year varies due to which

accounts and found that 23 there is short levy of tax.

As per the annual return filed by the dealer total purchases
amounts to Rs.16,12,74,523.63. But as per 13 &I13A total
amount of purchase is Rs.10,29,02,103/-, Thus there is a

difference of Rs.5,83,72,999.60.

assessees in 11 Commercial Tax
Offices (CTO) did not include
the entire purchase turnover in

their annual accounts and hence

the sales turnover accounted was ) As per Annual| As per 13 &13A

return

not that of the sales —
‘. Local purchase 13,46,69,664.63 7,62,97,244.10

corresponding to entire purchase. |[——— — | e P
B ) ¢ [Inter—state Purchase |2,66,04,859.00 2,66,04,859.00

This resulted in escape of|~ !

turnover from assessment and| qyq ascessing authority verified the objection and found that

short remittance of tax, cess and | o difference arose due to clerical mistake while filing monthly

interest of Rs.22.31 Crore. | orurn for August 2011, ,

. . | |
Maximum  penalty  leviable|  5q hor the Original VAT returns for the month of August 2011,

worked out to Rs.32.37 crore. | total local purchases was reported as Rs.6,51,71,292.76.

e — S 4%  Rs. 3,12,663.00
Dealer Name /| Plymica Ltd 12.5% Rs.6,48,58,629.76

TIN 32110275492
- < * The dealer has wrongly reported 12.5% local purchase as

' Year 2011-12 B

| t { Rs.6,48,58,629.76 instead of Rs.64,85,629.76 there by arising a
Turnover 6,36,12,739/-

'escaped (Rs.) difference of Rs.5,83,73,000. The dealer filed revised returns on
Td): pl_L:l:: 1’03’96,437’___ 04-12-2012 rectifying the above defect and the annual retumns
interest (Rs.) _ || was submitted on 26-4-2013. Since the annual return is
Penalty | 1,65,56,932/- | aitomatically generated return, the rectifications made in the|

monthly return made before its filing must be reflected in the
'annual return. But in this case the changes have not been
incorporated into the annual return. Hence this is a technical |
defect that has crept into the same. As such there is no short |

reporting of purchase.




/

| 2.4(b)

Para No.

Audit compared the aggregate figures of | SLNo.1 _Soubhagya Tile House

Gist of the case

sales and stock transfer as per returns

filed by the dealers with that of the

certified statement of particulars filed in

Form No.13A enclosed with
certificate and found that in 72 cases of | Total sales accounted

31 assessment circles, aggregate of sales| Total turnover Returned

Present position

Case No. 24

32120239465(2009-2010)

CTO, Special Circle, Kannur

The defect pointed out by the Accountant General is as |

audit | follows:-

turnover and stock transfer conceded in| Turnover escaped

return was less than that in Form

:Rs.3,39,80,303/- |
:Rs.3,90,98,655/-
:Rs. 8,81,648/-

The defect is non sustainable due to the following |

No.13A. Non-compliance of provisions | reasons:-

|of Section 42(2) was not detected by the

On verification of Annual Return along with Form

assessing officers and the same was not| 134, it is seen that though the assessee has reported gross

assessed to tax under Section 25. The|sale of Rs.3,99,80,303/- in Form 13A, this is inclusive of

resultant short payment of tax including  sales return of Rs.11,88,971/-. The net sales as per Form

cess and interest worked out to Rs.22.09| 13A and Annual return is same which can be explained as

leviable in the above cases .

:r.D-ealer Name / TIN Soﬁbhagya :.ITIle

Year
. Turnover
| (Rs.)

|
_ ! Tax plus
(Rs)

| Penalty (Rs)
|

Il S

escaped

interest

House
32120239465

2009-10
8,81,648/-

4

1,59,743/-

2.10,188/-

crore. Penalty of Rs.29.93 crore was also ' follows:-

I
LN et Sales

i
+

| 3,87,91,332.00|

Sales turnaver as I Sales turnover as
per annual return |per Form 13A
(in Rs.) {in Rs.)
Sales turnover 3,90,98,655.00 3,99,80,303.00
as per Part A J
Less Sales 7,323.00 11,88,971.00 |
return
F —— — — {
Less sales 3,00,000.00 shown in
turnover of used trading results but
vehicle as sale of fixed

| asset

3,87,91,332.00 |




. Case No. 25
Para No. Gist of the case Present position
2.4(b) Audit compared the aggregate figures of sales and ; SL.Ne.2 PPM Chicken Agency,

d -l

stock transfer as per returns filed by the dealers
with that of the certified statement of particulars
filed

certificate and found that in 72 cases in 31

in Form No.13A enclosed with audit

assessment circles, aggregate of sales turnover
and stock transfer conceded in return was less
than that in Form No.13A.  Non-compliance of
provisions of Section 42(2) was not detected by
the assessing officers and same was not assessed
to tax under Section 25. The resultant short
payment of tax including cess and interest worked
out to Rs.22.09 crore. Penalty of Rs.29.93 crore

was also leviable in the above cases .

Dealer Name / TIN PPM Chicken Agency
Puthanpurayil
32120260222

Year 2009-10

Turnover escaped (Rs.) 23,22,000/-

Tax plus interest (Rs.) 4,11,593/-

| Penalty (Rs.) 5,41,570/-

Puthanpurayil
32120260222(2009-10)
CTO,. Special Circle, Kannur

The defect pointed out by the Accountant

General is as follows:-

Tota! sales accounted 'Rs.5,59,03,756/-
Total turnover Returned :Rs.5,35,81,756/-
Turnover escaped :Rs. 23,22,000/-

Defect pointed out is based on the return
filed through KVATIS. As per crime files
prepared by the Intelligence Squad, the dealer
had revised his return for the month of March
2010 and annual return (2009-10). But
mistakenly the changes were not reflected in
the annmual return (KVATIS). Dealer filed
Annual return in manual form 10. The turnover
reported in the revised return for the month of
March 2010 is Rs. 33,62,900/- and turnover as
per revised annual return is Rs. 5,53,03,756/-.
differential tumover of Rs.
23,22,000/- was paid on 26.07.2010 Rs.
2,93,160/- (2,90,250 + Cess 2,910) challan No.
326/ 26.07.2010 (As per Chitta register page
no.87 for the vear 2010-11&11-12). Details of

Tax on the

. I
turnover as per monthly return is annexed

helow.

Sales turnover for the vear 2009-10 Meonth

wise

April 2009 Rs. 91,77,776.00
May 2009 Rs. 67,38,590.00
June 2009 Rs. 34,99,980.00
July 2009 Rs. 44,89,200.00
August Rs. 65,85,010.00
September Rs. 63,38,900.00
‘October Rs. 19,46,010.00




 November Rs. 648267390

December 2009 Rs. 24,08,4f .00
January 2010 Rs. 32,75,520.00
February 2010 Rs. 15,94,720.00
March 2010 (revised) Rs. 33,62,900.00
Total Rs. 5,59,03,756.00

RETURN REVISION FOR THE MONTH OF
MARCH WAS NOT REFLECTED IN
ANNUAL RETURN

Turnover in March return filed in

[20.04.2010 Rs.10,40,900.00
l Turnover in revised March return

| filed in 21.07.2011 Rs. 33,62,900.00
Difference Rs. 23,22,000.00
Turnover as per

audit statement Rs.5,59,03,756.00
Turnover as per

annual return Rs. 5,35,81,758.00
Difference Rs. 23,22,000.00

On verification it is found that the turnover
shown in the Audit statement is same as
reported in the revised return. The dealer had
paid entire tax liability on the basis of revised
return.

From the above facts it is clear that there is
no short reporting of sales turnover and the

defect may kindly be dropped.




‘)

and stock transfer as per returns filed by the
dealers with that of the certified statement of
particulars filed in Form No.13A enclosed
with audit certificate and found that in 72
cases in 31 assessment circles, aggregate of
sales turnover and stock transfer conceded in
return was less than that in Form No.13A.
Non-compliance of provisions of Section
42(2) was not detected by the assessing
officers and same was not assessed to tax
under Section 25. The resultant short payment
of tax including cess and interest worked out

to Rs.22.09 crore. Penalty of Rs.29.93 crore

was also leviable in the above cases .

Dealer Name / TIN Arafa Store,
Cherattiyadan
32120441414

Year 2009-10

Turnover escaped 10,21,525/-

(Rs.)

Tax plus interest (Rs.) 1,82,408/-

Penalty (Rs.) 2,40,010/-

Case No. 26
Para No. Gist of the case Present position
2.4(b)  |Audit compared the aggregate figures of sales |Sl.Ne.3 Arafa Store, Cherattiyadan

32120441414(2009-10)
CTOQ, Thaliparamba

The defect pointed out by the Accountant General

is as follows:-
Total sales accounted :Rs.6,55,83,489/-
Total turnover Returned  :Rs.6,45,61,964/-

Turnover escaped :Rs. 10,21,525/-
The assessment U/s 25(A) in respect of the

dealer for the year 2009-10 was completed
demanding Tax Rs.165862/-
Rs.114445/- on 09-12-2015. Aggrieved by the

and Interest
above order, the dealer filed appeal before Deputy

Commissioner (Appeals), Kozhikode. The
appellate authority stayed the collection of the
demand subject to the condition that the appellant
shall pay 30% of the demand and furnish adequate
security for the remaining balance in SP 207/2016
in VATA 63/16 dated 15-06-2016. The dealer
remitted Rs.84092/- (30%) vide chalan No.122
dated 18-06-2016. and filed security for the
balance amount.

The assessee has opted Amnesty scheme 2017 to
settle the arrears withdrawing the appeal before
the CT,
Kozhikode and remitted the entire tax arrear
Rs.1,65,862/- and penalty Rs.76,614/- (30% of
Rs.2,55,381/-).

The payment details are given below:

Deputy  Commissioner(Appeals)-II,

Challan No. 122 dtd 18.06.2016 - Rs. 84,092/-
ChallanNo.KL004684599201718M
dtd 01.08.2017 - Rs. 41,000/-

Challan No. KL007669187201718M

dtd 09.11.2017 - Rs. 40,770/~
(Total tax paid — Rs. 1,65,862/-)
Challan No.348 dtd 25.09.2016 - Rs. 51,076/-

Challan No0.338 dtd.24.11.2016 -
Rs.25,538/-
(Total Penalty paid — Rs. 76,614/-)




——
Para No.

Case No. 27

i Gist of the case Present position

2.4(b)

| Audi; compared the| SL.No.4. Spice India, Thayath

32120282575(2010-2011)

aggregate figures of sates CTO, Special Circle, Kannur

and stock transfer as per

returns filed by the dealers The defect pointed out was that total sales turnover reported as
with that of the certified P
Rs.57,80,12,426/- as per Form 13A. The difference in turnover |

annual return is Rs.57,50,72,426/- whereas it is

statement of particulars filed
in Form No.13A enclosed pointed out was Rs.29,40,000/-.

; . . It may be noticed that in the annual return the assessee had not |
with audit certificate and '

. . . reported sale in transit separately as there was no separate column
found that in 72 cases in 31 P p Y p

for the same and the inter-state sales turnover was shown as

\assessment circles, aggregate
Rs.21,06,73,471/- whereas in Form 13 &13A audited statement it
of sales turnover and stock

. , was clearly shown that the inter state sales turnover with C forms is|
(transfer conceded in return
|

) . |for Rs.19,76,00,971/- and the sales in transit turnover is for|
was less than that in Form

iNo.lB A.  Non-compliance Rs.1,60,12,500 as follows:-

i X
Sales turnover as'Sales turnover | Difference

per annual return |as per Form
42(2) was not detected by 13A

of provisions of Section

the assessing officers and||[ocal 36,43,98,955.00 | 36,43,98,955.00 |- |

same was not assessed to tax || Sales I

The [Inter-  |21,06,73,474.00 |19,76,00,971.00 Rs.29,40,000.00 |
state
resultant short payment of | sales

under Section 25.

tax including cess and |Total 57,50,72,426.00 |57,80,12,426.00 | Rs.29,40,000.00
interest worked out tol Onverification of the returns and books of accounts it is seen that

Rs.22.09 crore. Penalty of| the difference in turnover was due to omission on the part of the
Rs.29.93 crore was also assessee to include a sale invoice of in transit sales in the monthly
leviable in the above cases . |return of December 210, However, the assessee has uploaded in

Dealer Namel Spice India transit sales (invoice No.086 dated 31-12-2010 for Rs.29,40,000

/ TIN Thayath || issued to M/s Sachin Rubbers, Faridabad) in the sales list uploaded
3212028257

5 along with monthly return for December 2010. The assessee has
T I f | filed 'C' Form, E1 form, Sales and Purchase invoices relating to this
Year 2010-11 8
Turnover 29,40,000/- | transaction.
escaped The assessing authority verified books of accounts of the assessee.

Rs.

»( ) i {| The assessee has filed 'C' and 'E1' forms for in transit sales of
Tax plus| 1,66,286/- '
interest (Rs.) || Rs.1,60,12,500/- and C forms for Rs.19,76,00,971/- to prove inter-

| Penalty (Rs.) | 2,37,552/- | state sales. Since the assessee has filed statutory forms to prove his |

|claim of exemption, the emission to include the turnover in annual

return is only a clerical error and the objection may be dropped.




Para No.

2.4(b)

Gist of the case
‘Aucﬁt gml_aared ﬂ;e aggregate figures of sales
and stock transfer as per retumns filed by the
dealers with that of the certified statement of
particulars filed in Form No.13A enclosed with
audit certificate and found that in 72 cases in
31 assessment circles, aggregate of sales
turnover and stock transfer conceded in return
was less than that in Form No.13A.  Non-
compliance of provisions of Section 42(2) was
not detected by the assessing officers and same
was not assessed to tax under Section 25. The
resultant short payment of tax including cess
|and interest worked out to Rs.22.09 crore.
'Penalty of Rs.29.93 crore was also leviable in

'the above cases .
|

. Deale; Name / TIN Klassik Traders |
'i Year 2010-11 |
‘ 'Turnover escaped f 8,82,496/-
Rs)
l Tax plus interest (Rs.) _ 1:533%5/T 1'
| Penalty (Rs.) 219678~

Case No. 28

Present position

. S1.Neo.5 Klassic Traders

32120666212 (2010-11)
CTO, II Circle, Kannur

The major commodity dealt by the assessee is
Colgate Tooth Paste. During the assessment year
2010-11, the assessee received an amount of
Rs.8,82,496/- received. The
assessment per Order
N0.32120666212/10-11 dated 30-10-2012 and
demand notice was issued for Rs.1,10,313/- with |

interest Rs.17,650/-. Aggrieved by this order, the‘

as 'Scheme

was completed as

assessee filed appeal before the Deputy
Commissioner (Appeals), Kozhikode and the
Deputy Commissioner (Appeals), Kozhikode

modified the assessment as per order in VATA
1082/12 dated 05-04-2013 directing the assessing
authority to verify the declarations produced by |
the No.41/2007. |
Accordingly modified order dated 31-08-2013

assessee as per Circular

was issued by the assessing authority with 'Nil'

|| demand.



Case No. 29
Para Gist of the case Present position
No.
2.4(b) |Audit compared the aggregate figures of sales and|SL.No.6 Memi. K.

stock transfer as per returns filed by the dealers with
that of the certified statement of particulars filed in
Form No.13A enclosed with audit certificate and
found that
apgregate

in 72 cases in 31 assessment circles,
of sales turnover and stock transfer
conceded in return was less than that in Form
No.13A. Non-compliance of provisions of Section
42(2) was not detected by the assessing officers and
same was not assessed to tax under Sectio-n 25, The

resultant short payment of tax including cess and

interest worked out to Rs.22.09 crore. Penalty of

Rs.29.93 crore was also leviable in the above cases.

Dealer Name / TIN Memi. K
32120690635

Year 2010-11

Turnover escaped (Rs.) 59,69,174/-

Tax plus interest (Rs.) 3,37,616/-

Penalty (Rs.) 4,82,309/-

32120690635(2010-2011)
CTO. Special Circle, Kannur

Defect pointed out in this case was short
reporting of sales turnover of Rs.59,69,174/-,
Assessment was completed incorparating the
above defect as per Order No0.32120690635/
2010-2011 dated 23-09-2016 creating additional
demand of Rs.3,10,664/- (Rs.1,85,165/- Tax,
Rs.1,982/- - cess and Rs.1,23,517/- interest)

Entire tax was remitted by the dealer.

Collection particulars furnished as given below:

Sl. No.| Amount | Challan Date
remitted No.
1 10,930.00 440 09.08.201
6
2 65,270.00 220 30.12.201
6
Total 76,260.00

Thereafter dealer opted amnesty scheme 2017

and balance tax due was remitted as per amnesty

scheme.
Sl. | Amount | Challa - Date
No. remitted n No.
1| 31,5400 140574 06.09.2017 |
2| 9376000 830056 05.01.2018

Total 1,25,014.00




Para
No.

240) |

Gist of the case

Case No. 30

Present position

Audit compar-s_;d_ the aiég_regate figufés_ of sales and stock
transfer as per returns filed by the dealers with that of
the certified statement of particulars filed in Form
No.13A enclosed with audit certificate and found that in
72 cases in 31 assessment circles, aggregate of sales

turnover and stock transfer conceded in return was less

S[._i\_l_o.'i'- Ngww: Pradeep Enterprises
32122299892(2010-2011

CTO, Special Circle, Kannur

As per the defect pointed out, the
assessment of the dealer for the year 2010-

2011 has been re-opened and completed

than that in Form No.13A. Non-compliance of | under section 25 of the KVAT Act and

provisions of Section 42(2) was not detected by the

assessing officers and same was not assessed to tax

'under Section 25. The resultant short payment of tax

\including cess and interest worked out to Rs,22.09 crore.

Penalty of Rs.29.93 crore was also leviable in the above

cases.
.Dealer Name / TIN | New Pradeep Enterprises |
32122299892
Year ' 2010-11
| Turnover escaped (Rs.) . 14,36,926.00
| Tax plus inter;est {Rs.) ' 2,46,274.00

Penalty (Rs.) 3,51,820.00

‘created an additional demand of
Rs.2,65,670/- on 14-12-2012. The entire
demand was collected. Rs.2,65,670/-(VAT)
|and Rs.60,596/- (Interest) vide chalan No.86
dated 18-03-2013 and Chalan No.678 dated
[31-03-2013.



[ J"_

transfer as per returns filed by the dealers with that of the
certified statement of particulars filed in Form No.13A
enclosed with audit certificate and found that in 72 cases
in 31 assessment circles, aggregate of sales turnover and
stock transfer conceded in return was less than that in
Form No.13A. Non-compliance of provisions of
Section 42(2) was not detected by the assessing officers
and same was not assessed to tax under Section 25, The
resultant short payment of tax including cess and interest
worked out to Rs.22.09 crore, Penalty of Rs.29.93 crore

was also leviable in the above cases .

Dealer Name / TIN Shankara Infrastructure
Materials Limited
32070298792
Year 2009-10
Turnover escaped (Rs.) 21,03,20,676/-
Tax plus interest (Rs.) 1,29,15,372/-
Penalty (Rs.) 1,69,93,911/-

Case No. 31
Para No. Gist of the case Present position
2.4(b) |Audit compared the aggregate figures of sales and stock|Sl.No.8 Shankara Infrastructure
Materials Limited

32070298792 (2009-10)
CTO, Special Circlel, Ernakulam

The assessment during 2009-10 was
completed on 13.03.2012 incorporating
the defect noted by the audit party but
additional demand created was ‘Nil’.
Since the stock transfer value of goods
Rs. 21,70,68,383/- in the
purchase side of the statement in Form
13A (ie.,, Q4(b) is the gross value of

goods transferred between branches and

reported

divisions in Ernakulam and Kozhikede.
Similarly the other wvalue of Rs.
21,70,68,095/- (V3(b) in Form 13A is
the reverse figure of the transferred
goods, on the strength of the copies of
delivery notes that the dealer had
effected intrastate transfer of goods
8,62,68,265/-

branches and Head Office in Kerala

worth  Rs. between
(ie., Ernakulam, Alappuzha, Thrissur &
Kozhikode) using departmental delivery
Similarly the dealer had used

self made delivery challan invoices for

notes.

the intrastate stock transfer of goods
worth Rs. 13,08,00,117/- between
divisions of Ermakulam and Kozhikode
districts. So the contention that the
stock transfer receipt of goods werth
Rs. 21,70,68,383/- shown in the Q4(b)
of the statement in the form No. 13A of
reverse entry of Rs. 21,70,68,095/-
{difference is only Rs. 288/- due to

round off) shown in V3(b} are the value

LOf goods transferred between branches|
J —d




i 'and divisions in Ernakulam ¢ ﬂ!
| Alappuzha District using self rade
delivery challan and departmental
delivery notes are found correct, hence
iaccepted. In the ahove circumstances

the audit objection is not sustainable.




Case No. 32

Para No.

Gist of the case

Present position

2.4(b)

Audit compared the aggregate figures of sales and
stock transfer as per returns filed by the dealers with
that of the certified statement of particulars filed in
Form No.13A enclosed with audit certificate and found
that in 72 cases in 31 assessment circles, aggregate of
sales turnover and stock transfer conceded in return
was less than that in Form No.13A. Non-compliance
of provisions of Section 42(2) was not detected by the
assessing officers and same was not assessed to tax
under Section 25. The resultant short payment of tax
including cess and interest worked out to Rs.22.09
crore. Penalty of Rs.29.93 crore was also leviable in

the above cases .

Dealer Name / TIN Asian Paints Limited
32070285814
Year 2010-11
Turnover escaped (Rs.) 1,46,89,602/-
Tax plus interest (Rs.) 25,96,387/-
Penalty (Rs.) 37,09,125/-

S1.No.9 Asian Paints Limited
32070289814(2010-11)
ik ecial Circle 1

rnakulam

Considering the audit objection the
VAT assessment was completed as per this
proceedings No. 32070289814
/2010-11 dated 27-08-2012 creating an
additional demand of Rs.33,588/- (VAT)
and Rs.5,710/- (Interest).

office

As per the CST order for the year stock
transfer to Rs. 84,68,232/- is proved out of
Rs. 1,49,88,170/- and the balance is
assessed to tax creating demand Rs.

9,64,004/- tax and interest Rs. 1,63,880/-.
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’ Case No. 33
Para Gist of the case Present position
No.

2.4(b) |Audit compared the aggregate figures of|SLNo.10 AS K Rathnaswamy Nadar

sales and stock transfer as per returns filed by
the dealers with that of the certified statement
of particulars filed in Form No.13A enclosed
with audit certificate and found that in 72
cases in 31 assessment circles, aggregate of
sales turnover and stock transfer conceded in
return was less than that in Form No.13A.
Non-compliance of provisions of Section
42(2) was not detected by the assessing
officers and same was not assessed to tax
under Section 25. The resultant short
payment of tax including cess and interest
worked out to Rs.22.09 crore. Penalty of

Rs.29.93 crore was also leviable in the above

cases .

Dealer Name / TIN A S K Rathnasamy
Nadar

32071659412

Year 2010-11

Turnover escaped 18,99,593/-

{Rs.)

Tax plus interest 2,81,986/-

(Rs.)

Penalty (Rs.) 4,02,836/-

32071659412(2010-11)
CTO, special Circle 1, Ernakulam

Considering the audit objection the assessment
has been completed as per this office proceedings
No. 32071659412/2010-11 dated 4-3-2016
creating an additional demand of Rs.7,77,544/-
(VAT) with interest Rs.3,88,772/-. The assessee
has filed appeal against this order before the
Deputy Commissioner(Appeals) Emakulam. The
Deputy commissioner {Appeals), Ernakulam has
modified the order as per the Appellate Order No.
KVATA 1713/2016 dated 4-06-2016. As per the
said order assessment was modified vide order
dated 30-06-2016 and the demand decreased to
Rs.5,29,606/-. As per the above order the assessee
remitted Rs.89,153/- vide cheque No.0G0700
dated 20-08-2016 and Rs.89,153/- vide cheque
No.000759 dated 21-09-2016. The assessee has
tiled appeal against this modified order before the
The
appellate authority directed the assessing authority
to modily the assessment. As per Order No.
KVATA 3128/16 dated 09.01.2018, the assessing

Deputy  Commissioner(A), Ernakulam.

authority modified the assessment vide order
dated 15.03.2018 that the audit objection is

sustainable.




Case No. 34

Para

Gist of the case

sales and stock transfer as per returns filed
by the dealers with that of the certified
filed

No.13A enclosed with audit certificate and

statement of particulars in Form

found that in 72 cases in 31 assessment
circles, aggregate of sales turnover and stock
transfer conceded in return was less than that
in Form No.13A. Non-compliance of
provisions of Section 42(2) was not detected
by the assessing officers and same was not
The

resultant short payment of tax including cess

assessed to tax under Section 25.

and interest worked out to Rs.22.09 crore.
Penalty of Rs.29.93 crore was also leviable

in the above cases .

Dealer Name / TIN

WIPRO GE
Healthcare Private
Limited
32070319705
Year 2009-10
Turnover escaped 61,76,678/-
(Rs.)
Tax plus interest| 4,05,815/-
(Rs.) ! |
|| Penalty (Rs.) | 5,33,967/- -

i;resent position
No.
2.4(b) |Audit compared the aggregate figures of|SLNe.11 WIPRO GE Healthcare Private Limited

32070319705 (2009-10)
CTO, Special Circle II, Ernakulam

Assessment for the year 2009-10 was completed
vide order N0.32070319705/2009-10 dated 31-08-
2015 by assessing the escaped sales turnover as well
as other irregularities noticed. The assessee has
shown Sales Tumover Rs.17,29,65,192/- in annual
return and Rs.17,29,95,192/- in Form 13A. The
difference of Rs.30,000/- is proposed and assessed.
The interstate stock transfer (Out) is conceded for
Rs.20,86,04,835/- Annual
Rs.21,47,51,513/- in Form 13A. The difference is
Rs.61,46,678/-.
assessed in assessment order dated 31.08.2015 with
Tax demand of Rs.14,06,126/-
Rs.9,13,982/- The
according to the above order is given as follows:-

:Rs.14,06,126.00

:Rs. 9,13,982.00

:Rs.23,20,108.00

On receipt of the order the dealer preferred

in return and

The total of these two differences
interest

and

additional demand created
Tax due

Interest

appeal before the Deputy Commissioner (Appeals),
Ernakulam and remitted Rs.6,96,032/- vide cheque
n0.392212 dated 10-12-2015.

The original assessment for the year 2009-10
dated 31.08.2015 was vide
N0.32070315705/2009-10 dated 22.02.2021 as per
the direction in the appellate order KVATA 2021/15
dated 20.12.2017. As per the modified order new
Rs.11,23,729/-
Rs.7,76,053/-. The assessee has settled the arrear

modified order

demand is Tax- and interest

through Amnesty scheme by remitting 40% of the

tax amount.




Case No. 35

fa Gist of the case Present position
No.
2.4(b) |Audit compared the aggregate figures of sales|SL.No.12 ULTRATECH Cement Limited

and stock transfer as per returns filed by the
dealers with that of the certified statement of
particulars filed in Form No.13A enclosed with
audit certificate and found that in 72 cases in 31
assessment circles, aggregate of sales turnover
and stock transfer conceded in return was less
than that in Form No.13A. Non-compliance of
provisions of Section 42(2) was not detected by
the assessing officers and same was not assessed
to tax under Section 25. The resultant short
payment of tax including cess and interest
worked out to Rs.22.09 crore. Penalty of

Rs.29.93 crore was also leviable in the above

cases .
Dealer Name / TIN ULTRATECH Cement
Limited
32070363884
Year 2009-10
Turnover escaped 36,60,396/-
(Rs.)
Tax plus interest (Rs.) 7,02,430/-
Penalty (Rs.) 9,24,250/-

32070363884 (2009-10)
CTO, Special Circle IT, Emakulam.

Audit objection pointed out in this case is that
the dealer M/s Ultratech Cement Limited has
disclosed sales turnover for the year 2009-10 is
Rs.220,33,84,318/- only whereas the tumover as
per accounts is Rs.220,70,44,714/-.

The assessee has filed reconciliation statement
along with 13 &13A filed for the year 2009-10.
As per reconciliation statement total tax payable
is Rs.27,80,12,510/- and the dealer has paid
Rs.27,75,85,760/- along with the returns. Qut of
the balance payable amount of Rs.4,26,750/- an
amount of Rs.4,15,742/- is adjusted from the
excess amount as per the assessment order
N0.23040883/04-05 dated 23-03-2009
completion of the assessment for the year 2004-
05.

Balance amount of Rs.11,008/- has been remitted

on

by the dealer vide online transaction

No.CK07405238 dated 5-3-2011.

circumstances there is no short levy in this case.

In the above
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Case No. 36
_PaI - N Gist of the case My Present position 0
No.
2.4(b) Audit compared the aggregate figures of sales and|SL.Ne.13 Falcon Tyres Ltd

stock transfer as per returns filed by the dealers with

Ithat of the certified statement of particulars filed in
|Form No.13A enclosed with audit certificate and

found that

aggregate of sales turnover and stock transfer

in 72 cases in 31 assessment circles,

conceded in return was less than that in Form
No.13A. Non-compliance of provisions of Section
42(2) was not detected by the assessing officers and
same was not assessed to tax under Section 25. The
resultant short payment of tax including cess and
interest worked out to Rs.22.09 crore. Penalty of

Rs.29.93 crore was also leviable in the above cases .

Dealer Name / TIN | Falcon Tyres Ltd
| 32070344725
Yea r | 2010-11
Turnover escaped (Rs.) T 20,69,62,328/- T
Tax plus interest (Rs.) | 3,65,80,592/-
| Penalty (Rs.) J 5,02,57,088/-

{| Tax due

32070344725 (2010-11)
CTO, Special Circle 11, Ernakulam
The dealer Falcon Tyres Limited filed
annual return for the year 2010-11 conceding
the sales turnover of Rs.2,20,33,84,318/-;
whereas the turnover disclosed as per accounts
2,20,70,44,714/-.  Audit

objection raised in this case is the escaped

of the dealer is Rs.

turnover and consequent short levy.

Based on the audit objection, notice U/s
25(1) of the KVAT Act 2003 was issued to the
dealer and assessment has been completed as
per Order No.32070344725/10-11 dated 23-5-

2017, Additional demand created in this case is

as shown below:-

:Rs.2,61,28,994/-

:Rs.1,93,35,456/- |
:Rs.4,54,64,450/-

Interest due

Total

RRC for Rs.4,54,64,450/- has been forwarded
to Kanayannur Taluk for revenue recovery1
proceedings vide RR No.2018/15043/07 dated|
19.11.2018.
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Case No. 37
| Para Gist of the case Present position
Mo
2.4(b) |Audit compared the aggregate figures of sales and|Sl.No.14 Nitta Gelatin India Limited

stock transfer as per returns filed by the dealers with
that of the certified statement of particulars filed in
Form No.13A enclosed with audit certificate and
found that in 72 cases in 31 assessment circles,
aggregate of sales turnover and stock transfer
conceded in return was less than that in Form
No.13A. Non-compliance of provisions of Section
42(2) was not detected by the assessing officers and
same was not assessed to tax under Section 25. The
resultant short payment of tax including cess and
interest worked out to Rs.22.09 crore. Penalty of

Rs.29.93 crore was also leviable in the above cases .

Dealer Name / TIN | Nitta Gelatin India Limited |
32070425422

Year 2009-10 j

Turnover escaped (Rs.) 32,51,51,470/-

“Tax plus inerest (Rs.) 62,85,580/-

l 82,70.501/- ] J

{_Penalty (Rs.)

32070425422 (2009-10)

CTO,Special Circle III, Ernakulam

On verification of the audited reports in 13
&13A with annual return for the year 2009-
10, it is revealed that as per audited statement
of accounts in 13 &13A, the sales turnover
include the turnover of the branch out side
the state i,e, Bamni, Uttar Pradesh. The sales
turnover of Bamni branch is
Rs.32,51,51,474/-. This

difference between 13 &I13A and annual

is the reason for
return. The same difference is pointed out in

the C &AG report. Hence there is no short

levy in this case.
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Case No. 38

Para Gist of the case Present position |
No.

I ! i | = =
2.4(b) |Audit compared the aggregate SL.No.15 Nippon Motor Corporation Private Ltd.
32070463402 (2009-10)

CTO, Special Circle III, Ernakulam

figures of sales and stock transfer as
per returns filed by the dealers with
that of the certified statement of The objection is that there is a difference in turnover between audit
report in Form No.13 &13A and annual return to the tune of
Rs.1,72,96,805/-.

Verified the same and found that the objection raised by the

particulars filed in Form No.13A
enclosed with audit certificate and

\ found that in 72 cases in 31
Accountant General is not sustainable.

siled tumover and stock tramsfer During the year 2009-10 M/s Nippon Motor (P) Ltd has glven‘
* ' 'discount to the tune of Rs.1,72,96,805/- to their customers for

|conceded in return was less than that |
‘promoting business and achieving the target fixed upon them by the

’ assessment circles, aggregate of

'in Form No.13A. Non-compliance

of provisions of Section 42(2) was manufacturing company. The difference between the Audit Report

and Annual return occurred due to the discount given as cash

discount to the tune of Rs.1,72,96,805/- has been included in the

not detected by the assessing

\officers and same was not assessed |

‘o tax under Section 25. The Audit Report. In this regard the dealer has given cash discount

d in the invoices. The di ifi
resultant short payment of tax separately charge e invoices. The discount amount specifically

. ; ; shown in the invoices. The assessing authority verified the copi f
including cess and interest worked € & Y DIES10

the invoices and found in order. The above turnover is not exigible to

VAT as per section 2 Explanation ITI(ii) read with Rule 9 & 10 of

out to Rs.22.09 crore. Penalty of

Rs.29.92 crore was also leviable in

KVAT Act and Rules. Bifurcation of the difference is as follows:-
the above cases .

— . Sales turnover as per audit report in 13 &13A
Dealer Name /| Nippon Motor

TIN Corporation :Rs. 4,68,05,54,024.00
‘ ‘ Private Ltd. Sales turnover as per annual return :Rs. 4,66,32,57,129.00
32070463402
- - Difference ‘Rs. 1,72,96,805.00
Year 2008-19
i T 1|Cash discount allowed through invoices \
! Turnover 1,72,96,805/-
'escaped (Rs.) ‘Rs.  1,72,96,805.00
| Tax plus 33,19,257/- Difference :  NIL
| interest (Rs.)

Hence there is no irregularities in this case and there is no short

l\ Penalty (Rs.) |  43,67,443/- levy of tax towards the exchequer.

- — S al




Para
No.

2.4(b)

e e g .
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Case No. 39
Gist of the case Present position

Audit compared the aggregate|S1.Ne.16 The Travancore Cochin Chemicals Limited
32070482954(2009-10)

CTO, Special Circle III, Ernakulam

as per returns filed by the dealers The Accountant General's observation is that for the year

figures of sales and stock transfer

with that of the certified statement|2009-10  the assessee's sales as per audited statement is
of particulars filed in FormiRs.117,49,50,859 whereas as per return it is Rs.1,17,13,66,587/-
No.13A  enclosed with audit|thus there is a short reporting of turnover to the tune of
certificate and found that in 72|Rs.35,84,272/-.

cases in 31 assessment circles, The assessee The Travancore Cochin Chemicals Ltd is a public

‘aggregate of sales turnover and|sector company engaged in manufacture and sales of chemicals.

stock transfer conceded in return|Due to price variation on the goods sold by the company, the
was less than that in Form No.13A. | company raised debit notes to the tune of Rs.29,36,789/- and the
Non-compliance of provisions of same was included in the Part F of the return and remitted OPT
Section 42(2) was not detected by|Rs.1,10,014/- in the self assessed return. i. e. Rs.29,36,789/- was
the assessing officers and same|not included in the sales turnover in the Form 10 though tax there
was not assessed to tax under on remitted. Whereas in the books of accounts sales turnover is
Section 25. The resultant short | inclusive of this price variation amount of Rs.29,36,789/-.

payment of tax including cess and | Apart from this, there are omission of sales of water (non-
interest worked out to Rs.22.09 taxable item) Rs.4,42,944/- and debit note for price variation on
crore, Penalty of Rs.29.93 crore sales to M/s KMML for Rs.2,03,988/- (tax effect Rs.8,242/-),

was also leviable in the above clerical mistakes in sales figures Rs.50 & Rs.500. Total sales
|

cases . ' omission is Rs.6,47,482/- and tax effect thereon is Rs.8,264/-,
Dealer Namehhe Travancore As per the revised return for March 2010, there is excess tax at
|/ TIN EPChin Chemicals | credit of Rs.3,87,250/-(Tax paid Rs.12,74,035- Tax payable
imite
1 32070482954 Rs.8,86,785/-. Total sales not conceded in self assessment return is
Year ] 2009-10 1LRS'6’47’482/_ and tax thereon is Rs.8264/-. Deducting this there is
Turnover 35,84,272/- ] still excess of Rs.3,78,986/- at credit (Rs.3,87,250/- - Rs.8,264/-).
‘_escaped (Rs) | || There is no loss of revenue in this case.
Tax plus 2,20,103/- l
|| interest (Rs.)
s —
Penalty (Rs) 289,609~
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Para
No.

2.4@ | Audit compared the aggregate Egures of SL.No.17 Mark Associates, Renji
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_ Case No. 40
| Gist of the case Present position

sales and stock transfer as per returns 2071075828(009:10)
CTO, Special Circle II1, Ernakulam
filed by the dealers with that of the

certified statement of particulars filed in The objection of the C&AG is that during the year

‘Form No.13A enclosed with audit 2009-10 the dealer has short reported a turnover of

certificate and found that in 72 cases in Rs.2,47,28,106/- which resulted in short payment of tax to the

31 assessment circles, aggregate of tune of Rs.26,84,817/-. Incorporating the above defect a pre-
assessment notice under sub section 1 of section 25 of the
KVAT Act 2003 was issued on 28-11-2011 and the assessment

was completed on 09-03-2012. On receipt of the assessment

sales turnover and stock transfer
‘conceded in return was less than that in
Form No.13A. Non-compliance of
provisions of Section 42(2) was not order the dealer filed appeal before the Deputy Commissioner
detected by the assessing officers and (Appeals) Ernakulam vide KVATA 1508 of 2012. During the
gt was not"sasessad 16 Mixe indes above year the dealer has received an amount of
Rs.2,47,27,926/- as commission for operating C&F agency
depot on behalf of M/s HPCL a Government of India

undertaking and that this has nothing to do with the purchases

Section 25. The resultant short payment
of tax including cess and interest

worked out to Rs.22.09 crore, Penalty
effected by the taxable turnover. As per the directions of the

Deputy Commissioner (Appeals) in KVATA 1508 of 2012

dated 10-10-2012, the above turnover is exempted from the

of Rs.29.93 crore was also leviable in

|the above cases .

IT ———————— 1 taxable turnover and modified the assessment on 30-03-2013.
Dealer Name /| Mark Associates,
| TIN ' Renji As per the modified assessment there is an excess payment of

32071075424 | Rs.3,64,524/-, In view of the above there is no short levy of

t

| Year | 2009-10 | tax involved. Hence the audit objection may be dropped.
Turnover escaped| 2,47,28,106/-

(Rs.)

}Tax plus interest|  40,80,921/-

(Rs.)

Penalty (Rs.) 53,69,633/-
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Case No. 41

i Para [ Gist of the case Present position
P
~ No. ‘
,|2.4(b) Audit compared the aggregate figures of sales and SLNo.18 Gulf Qil Lubricants India

32070444974 (2010-11)

stock transfer as per returns filed by the dealers with CTO, Special Circle IT1, Ernakulam

that of the certified statement of particulars filed in

Form No.13A enclosed with audit certificate and Assessment for the year 2010-11 has

been completed on 31-12-2012 creating an|
additional demand of Rs.54,40,037/-. The

found that in 72 cases in 31 assessment circles,

aggregate of sales turnover and stock transfer

‘ .
conceded in return was less than that in Form No.13A. dealer has filed appeal before the Deputy

Non-compliance of provisions of Section 42(2) was Commissioner(Appeals), Emakulam and the

appellate authority has remanded the

not assessed to tax under Section 25. The resultant assessment order in KVATA NO'IOOGQUBI
dated 7-8-2013. The appellate order was|

implemented as per order dated 1-10-2016 as |
|

not detected by the assessing officers and same was

short payment of tax including cess and interest

worked out to Rs.22.09 crore. Penalty of Rs.29.93

. . a case of NIL demand. -
crore was also leviable in the above cases . |

'Dealer Name / TIN 'Gulf Oil Lubricants)
| | India

32070444974
Year 2010-11 l ‘
fTurnover escaped (Rs.) 2,22,51,391/-
ITax plus interest (Rs.) 39,32,933/- ||
|Penalty (Rs.) 56,18,476/-
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Case No. 42

Para Gist of the case

No.

3 I

S _ - —

Present position

‘,2.4(13) ‘Audit compared the aggregate figures 'SL.No.19 Somany Ceramics Limited
of sales and stock transfer as per
returns filed by the dealers with that of
the certified statement of particulars
filed in Form No.13A enclosed with
audit certificate and found that in 72

cases in 31 assessment circles

aggregate of sales turnover and stock
transfer conceded in retwrn was less

No.13A. Non-

| than that in Form

\ compliance of provisions of Section

|42(2) was not

\assessing officers and same was not|
\assessed to tax under Section 25. The
resultant short payment of tax
including cess and interest worked out
to Rs.22.09 crore. Penalty of Rs.29.93

‘ crore was also leviable in the above

cases.

detected by the

32070445604(2010-11)
CTO, Special Circle III, Ernakulam
The escaped turnover assessment in respect of the dealer
has been completed under section 25(1) of the KVAT Act
2003 on 28-11-2012 incorporating the tuwrnover difference
between the annual return and audit report and other
’ irregularities noticed in return scrutiny. The total taxable
turnover fixed in the order dated 28-11-2012 is
Rs.30,12,36,590/- and created additional demand of
Rs.1,28,70,361/-. On receipt of the assessment order, the
dealer filed statutory appeal against the assessment order
and also remitted Rs.7,00,000/- for obtaining conditional
stay. The Deputy Commissioner(Appeals) Ernakulam has
modified the assessment order vide order No.KVATA
469/2013 dated 12-04-2013. In order to comply with the
appellate directions, the assessment was modified vide
order N0.32070445604/2010-11 dated 11-09-2013. As per
the modified assessment the taxable turnover fixed reduced

|
to Rs.21,68,62,874/- But after giving credit of

| Dealer Name /

Somany Ceramics

| Rs.7,00,000/- remitted to obtain conditional stay resulted in
excess payment of tax to the tune of Rs.5,86,390/-.
| Considering the above facts, the audit objection may be

| dropped.

TIN Limited
| 32070445604
| Year 2010-11
HTurnover escaped! 2,84,63,200/-
(Rs.)

[Tax plus interest 50,30,871/-
{Rs.)

Penalty (Rs.) 71,86,958/-
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B Case No. 43
Pa:_ Gi_st of the case T _Present position |
No.
2.4(b) |Audit compared the aggregate figures of sales|S1.No.20 R F Motors Private Limited

and stock transfer as per returns filed by the
dealers with that of the certified statement of

particulars filed in Form No.13A enclosed with

audit certificate and found that in 72 cases in 31
|assessment circles, aggregate of sales turnover
land stock transfer conceded in return was less
|than that in Form No.13A. Non-compliance of
provisions of Section 42(2) was not detected by
the assessing officers and same was not assessed
to tax under Section 25. The resultant short
payment of tax including cess and interest
worked out to Rs.22.09 crore. Penalty of
Rs.29.93 crore was also leviable in the above

cdses.

| Dealer Name / TIN R F Motors Private
Limited

5 32071272895

| Year 2011-12 |

|Tumover escaped (Rs) | 25,10,975/ '

|| Tax plus interest (Rs.) 4,05,774/- !

’ Penalty (Rs.) 6,34,021/- |

32071272895 (2011-12)
CTO, Special Circle III, Ernakulam

The best judgment assessment under
section 22(3) of the Act has been completed
against the dealer as the dealer was a defaulter
in filing return for the year 2011-12. The dealer
challenged this order in appeal and the Deputy
Commissioner(Appeals) has remanded the case
for fresh disposal. Hence assessment under
section 25(1) of the Act has been completed
against the dealer fixing a taxable turnover of
Rs.81,56,30,810/- on 5-2-2013 incorporating
the defect pointed out by the C&AG. As per
this order the dealer has excess payment of tax
to the tune of Rs.55,79,842/-. In view of the

above, the audit objection may be dropped
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|b 1‘ Case No. 44

Para
No.

Gist of the case Present position

L

2.4(0b) |Audit corhi:ared the aggregate| SLNo0.21 PAN Marketing

32050274455 (2009-10)
CTQ,. Special Circle, Kottayam |

per returns filed by the dealers with The audit objection has been verified. There is no |

figures of sales and stock transfer as

that of the certified statement of|difference in sales turnover between the return and audited
particulars filed in Form No.l3A|statement as illustrated below:-

enclosed with audit certificate and|Turnover as per return

found that in 72 cases in 31 Total sales turnover reported in returns :Rs.179208376
|asse's.sment circles, aggregate of Less credit note/sales return (including price variation of Rs.
[sales turnover and stock transfer|212386/-) Rs. 2
[conceded in return was less than that | Actual Sales turnover :Rs.17,77,06,073.00
in Form No.13A.  Non-compliance

of provisions of Section 42(2) was| Turnover r audi men

|not detected by the assessing officers | Sales turnover as per 13/13A  :Rs.18,67,14,470.00
land same was not assessed to tax|Less discount received ‘Rs.  77,18,480.00
under Section 25. The resultantéBalance sales turnover :Rs.17,89,95,990.00
short payment of tax including cess| Less sales retumn :Rs. 12.89918.00

and interest worked out to Rs.22.09|Actual sales turnover :Rs.17,77,06,673.00

crore. Penalty of Rs.29.93 crore was Hence there is no variation in sales turnover. The dealer had

also leviable in the above cases . produced documents to prove sales return and price variation

| Dealer Nam; /| PAN Marketing‘ claimed. The discount received amounting to Rs.77,18,480/- is
TIN 32050274455 | assessed as per order dated 30/11/12 creating additional demand of
Year | 2009-10  |/iax Rs. 9,74,458/- and interest Rs. 3,02,082- and the dealer filed
(Tfl{igover escaped 7506094 | cecond appeal before the Tribunal against first appeal which is
Tax plus interest 1440420 | favourable to the state. The dealer has remitted Rs. 5,11,287/- vide
'(Rs.) || chalan No. KL.009901650201718M dated 25/01/2018. Appeal filed |

‘Penalt_\' (Rs.) 1895289 ‘ by the dealer vide RP. No. 2/2022 in TA(VAT) No. 114/2017 is

| pending for disposal.




Para Gist of the case
' No.

Case No. 45

| Present position

|2.4(b) iAudit compared the aggregate figures of
'sales and stock transfer as per returns filed
by the dealers with that of the certified
statement of particulars filed in Form
‘No.lBA enclosed with audit certificate and
found that in 72 cases in 31 assessment
‘circles, aggregate of sales turnover and stock
transfer conceded in return was less than
that in Form No.13A. Non-compliance of
provisions of Section 42(2) was not detected
by the assessing officers and same was not
assessed to tax under Section 25. The
iresultant short payment of tax including cess
and interest worked out to Rs.22.09 crore.
:Penalty of Rs.29.93 crore was also leviable

in the ahove cases .

| Dealer Name / TIN | Hindustan
Newsprint Ltd
‘ ‘ 32050274962
‘ Year 2010-11
‘.4_ - N ——
Turnover  escaped 3444761
| (Rs.) 4
Tax plus interest 194835
(Rs.)
| Penalty (Rs.) 278337 W

Sl.No.22 Hindustan Newsprint Ltd

32050274962 (2010-11)
CTOQ, Special Circle, Kottayam

The dealer had revised monthly returns for February
2011 and March 2011. But while submitting the annual
return, the revised turnover of the above months were
not reflected.

The month wise turnover is detailed below:-

April 2010 -Rs.18,47,02,853.42
May 2010 -Rs.27,97,56,467.24
June 2010 -Rs.24,36,37,031.85
July 2010 -Rs.25,56,14,455.32
August 2010 -Rs.27,40,15,175.74 |
September 2010  -Rs.26,71,15,557.00 |
Octaober 2010 -Rs.19,50,85,229.88
November 2010 -Rs.23,57,27,599.50
|| December 2010 -Rs.29,28,79,258.00
January 2011 -Rs. 22,14,13,621.57
February 2011 -Rs.27,44,17,596.00
March 2011 -Rs.30.82.50,561.00
Total -Rs.3,03,26,15,403.00
The above turnover includes 6(2) purchase of

Rs.1,66,507/-. Hence the actual sales turnover as per
annual return is Rs.3,03,24,48,896/-. The sales turnover
reported in audited statement is Rs. 3,03,22,77,891/-.

Hence there is no suppression in sales turnover as

pointed out by AG. Hence the objection raised may

1kindly be dropped. |
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1 Y1) Case No. 46

I — T - T B . ]
Para Gist of the case Present position
_ No.

;2.4(b) Audit compared the aggregate figures of sales and| SI.No.23 Supreme Stee] Industies

32150249572 (2009-10)

CTO, Special Circle,
that of the certified statement of particulars filed in Mattancherry

stock transfer as per returns filed by the dealers with

|

Form No.13A enclosed with audit certificate and found‘

that in 72 cases in 31 assessment circles, aggregate of LS 4G piiiecg Jout fihat: the fotggEte
turnover as per Form 13 & 13A was Rs.|
12,32,82,298/- whereas that reported in

annual return was Rs. 11,90,54,823/-

‘ sales turnover and stock transfer conceded in return
was less than that in Form No.13A. Non-compliance

of provisions of Section 42(2) was not detected by the|

. . resulting in short reporting of sales
assessing officers and same was not assessed to tax g P g

l :
under Section 25. The resultant short payment of tax RuETOyer tojtelunelot REpi2d S0 o

including cess and interest worked out to Rs.22.09 ihe light of (55, deicegpoitited oullygts

crore. Penalty of Rs.29.93 crore was also leviable in AG, Wie asseosing’ auChority Netined e

books of accounts of the dealer and it was
found that the dealer had effected High,

the above cases .

Dealer Name / TIN | Supreme Steel Industries

32150249572 Sea Sales to the tune of Rs. 42,27,475/-
rYear — ‘ 2009-10 _ _-][during the month of February 2010, but |
ITurnover escaped (Rs.) 42,27,475/__ “lthe dealer omitted this amount while
FTax plus inter;st (Rs.) | 2,59,601/- I uploading the monthly return for 02/2010. |
| Penalty (Rs.) ) 3,41,580/- | On realising the omission, the dealer|

revised the monthly return for 02/2010 on
| 13.03.2010. But by mistake, the revised
return was only in the initiated status in
'KVATIS and not in submitted status. So

while generating the annual return for the

year 2009-10, the total turnover figure
included only the sales turnover as per the
ariginal returns. The assessee has not
'revised the annual return till date. As the
total amount of sales turnover as per the
monthly returns including the revised
return for Rs. 12,32,82,298/- tallies with
| that of Form 13 & 13A, no loss of

revenue involved in this case.
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Case No. 47

Gist of the case

Para Present position
No.
2.4(b) |Audit compared the aggregate figures of sales|S1.No. 24 C J Interio Mart C V Jose

and stock transfer as per returns filed by the
dealers with that of the certified statement of
particulars filed in Form No.13A enclosed with
audit certificate and found that in 72 cases in
31 assessment circles, aggregate of sales
turnover and stock transfer conceded in return
was less than that in Form No.l13A. Non-
compliance of provisions of Section 42(2) was
not detected by the assessing officers and same

was not assessed to tax under Section 25. The

resultant short payment of tax including ce55|
and interest worked out to Rs.22.09 crore.‘
Penalty of Rs.29.93 crore was also leviable 'm]

‘the above cases .

Dealer Name / TIN C J Interioc Mart C V
Jose and Sons
32080290772

Year 2009-10
Turnover escaped 42,92,228/-
(Rs.)
Tax plus interest (Rs.) 7,34,118/-

| Penalty (Rs.) 9,65,945/-

and Sons 32080290772 (2009-10)

T ial Circle, Thrissur

The original assessment in respect of M/s C.J.

Interio Mart for the year 2009-10 was completed vide
dated  24-3-2012

Commissioner(Assessment), Special Circle, Thrissur.

order of the  Assistant|
The collection details received from the Assistant
Commissioner{ Assessment), Special Circle, Thrissur

is given as under:-

Amount Chalan No.& date !
Rs.2,00,000/- 1100/30-03-2012 |
Rs.2,00,000/- 349/19-05-2012 |
Rs.22,240/- 475/14-06-2012 |
Rs.1,71,125/- 697/14-08-2012 | |
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V1 2
Case No. 48
Para il Gist of the case Present position ]
Na.
|2.4(b) Audit compared the aggregate figures of|SLNe.25 Kunjikommu K.K, |

sales and stock transfer as per returns filed

by the dealers with that of the certified

found that in 72 cases in 31 assessment
circles, aggregate of sales turnover and
stock transfer conceded in return was less
than that in Form No.13A.

compliance of provisions of Section 42(2)

Non-

was not detected by the assessing officers
and same was not assessed to tax under
Section 25. The resultant short payment of
tax including cess and interest worked out
Penalty of Rs.29.93

crore was also leviable in the above cases .

to Rs.22.09 crore.

Dealer Name / TIN | Kunjikomu K.K
32081008634

Year 2010-11

Turnover  escaped 18,07,803/-

{Rs.)

Tax plus interest 2,83,902/-

(Rs.)

Penalty (Rs.) 4,05,574/-

32081008634(2010-11)
CTO.Kodungalloor |

statement of particulars filed in Form|The assessee is dealing with cement. In order to rectify

No.13A enclosed with audit certificate and | the objection raised by the AG, final assessment in respect

of the dealer was completed vide order dated 10.09.2012.

Being aggrieved by this order, the dealer filed appeal|
before the Deputy Commissioner{ Appeals), Thrissur and
The
Appellate Authority allowed the appeal in favour of the

also before the Hon'ble High Court of Kerala.

dealer and second appeal has been filed by the State
before the Appellate Tribunal. Meanwhile the Hon'ble
High Court of Kerala vide order WP(C) No. 24872 of

2012(H) dated 02.12.2015 directed to pass fresh order by

S M

taking note of the observations of the judgment and after
|granting an opportunity of being heard in the matter.

| In the circumstances accounts of the dealer were called
for and after verification fresh order was passed vide order
1dated 26.06.2019. The additional demand created was Rs.
2,25,266/- towards tax and Rs. 2,20,760/- towards interest.

The dealer opted amnesty scheme and fully remitted the

|amount as follows.

Il sk Amount Challan No. Date |
i No. I
1 |50,000.00 IKL00820451720192 14.10.2019
oM

2 |50,000.00 KL00956035302019 | 06.11.2015
20M

3 |50,000.00 KL00113591292019 {09.12.2019
20M

4 150,000.00 KL01278263820192 | 13.01.2020
oM

5 125,266.00 KL00142803122019 | 11.02.2020

N [ . SOV SR N
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\ T4
Case No. 45
Para Gist of the case 3 Present position
I No. {
I 2.4(b) |Audit compared the aggregate figures of

sales and stock transfer as per returns
filed by the dealers with that of the
certified statement of particulars filed in
Form No.13A enclosed with audit
certificate and found that in 72 cases in
31 assessment circles, aggregate of sales
turnover and stock transfer conceded in
return was less than that in Form
No.13A.

provisions of Section 42(2) was not

Non-compliance of
detected by the assessing officers and
same was not assessed to tax under
Section 25. The resultant short payment
of tax including cess and interest
worked out to Rs.22.09 crore. Penalty
of Rs.29.93 crore was also leviable in

the above cases .

‘Dealer Name /| Mandumpal i

TIN Enterprises
32081211022

Year 201i-12

Turnover escaped| 1,49,41,046/- |

(Rs.)

Tax plus interest 6,72,421/-

(Rs.)

Penalty (Rs.) 10,50,658/-

S1.No.26 Mandumpal Enterprises
32081211022(2011-12) |
CTO, Kunnumkulam

Audit objection in this case is that against the sales
turnover of Rs.31,07,69,410/- reported in the annual
return for the year 2011-12 the audited statement of
accounts as per 13 &13A disclosed a total sales turnover
of Rs.32,57,10,456/- resulting escaped turnover of
Rs.1,49,41,046/-.

The business place of the dealer was inspected by the
Intelligence Wing on 27-10-2011. The inspection
unearthed turnover suppression of Rs.2,08,00,000/- tax
Rs.8,40,320/-. The

compounded U/s.74 of the Act.

above offence
The difference of

turnover mentioned in the audit objection was due to the

effect was

revision of returns for the months of September and
2011 the
determined by the Intelligence Officer, Squad No. 1V,

October including suppressed turnover
Thrissur.

Assessment in this case was completed on 10.08.2012
fixing taxable turnover as Rs.29,82,14,832/- and tax
effect Rs.B,41,533/-. This assessment includes thel
escaped turnover mentioned in the audit objection. The
taxable turnover in the return was Rs. 26,24,73,786/-.
The assessee filed appeal against assessment order, and
the Deputy Commissioner(Appeals), Ernakulam reducedi
the addition made in the assessment to 50%. So the|
assessment was modified vide Order dtd.03.08.2016|
fixing the taxable turnover of Rs.28,78,14,832/- and tax |
effect Rs. 3,77,087/- (tax + cess - Rs. 2,46,462/- and
interest Rs.1,30,625/-). The assessee has remitted the
balance of Rs.3,77,087/-

nos.285/07.09.2016 and 45/28.10.2016.

dues vide chalan
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1Y qd
Case No, 50
 Para Gist of the case | Present position
No.
2.4(b) |Audit compared the aggregate figures of sales and stock SL.Ne.27 JCT Motors

|stock transfer conceded in return was less than that in

- . =
transfer as per returns filed by the dealers with that of the 32010615015(2009-10) 01. 20(.) 10
CTO, Special Circle,

certified statement of particulars filed in Form No.13A Thiruvananthapuram

enclosed with audit certificate and found that in 72 cases

. . The audit enquiry is that there is
in 31 assessment circles, aggregate of sales turnover and! quiry

difference in sales turnover between
. - . nnual return and audit report. As
Form No.13A. Non-compliance of provisions of Section fie anpus P
per annual return the sales turnover is|

Rs.26,44,95,295/- and as per audit

42(2) was not detected by the assessing officers and same

was not assessed to tax under Section 25. The resultant
report the sales turnover s

Rs.29,78,98,427/-. The difference is
Rs.3,34,03,132/- which is actually the

short payment of tax including cess and interest worked
out to Rs.22.09 crore. Penalty of Rs.29.93 crore was also

leviable in the above cases .

| VAT and Cess collected and the same

| Dealer Name / TIN | JCT Motors ‘

32010619015 is disclosed in the Trading & Profit and
Ear o ' 2009-10 “ Loss account filed along with the audit
Turnover escaped (Rs.) 3,34,03,132/- | report. |

| 1 —
Tax plus interest (Rs.) | 64,10,061/- :
Penalty (Rs.) | 84,34,291/-

. -
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Case No. 51

S1.No.28 Indroyal Craft_s’_’i_’rwat'e Limited

Para Gist of the case Present position
‘ Ne. 3
'2.4(b) Audit compared the aggregate figures of sales and

stock transfer as per returns filed by the dealers with
that of the certified statement of particulars filed in
Form No.13A enclosed with audit certificate and
found that in 72 cases in 31 assessment circles,
aggregate of sales turnover and stock transfer
conceded inL retu“n;' Hwas less than that in Form
No.13A. Non-compliance of provisions of Section
42(2) was not detected by the assessing officers and
same was not assessed to tax under Section 25. The
resultant short payment of tax including cess and
interest worked out to Rs.22.09 crore. Penalty of

Rs.29.93 crore was alzo leviable in the above cases .

Dealer Name / TI_N

Indrayal Crafts Private
Limited
32010888442
Year 2009-10
Turnover escaped (Rs.) 20,67,159/-
Tax plus interest (Rs.) 3,92,642/-
Penalty (Rs.) 5,16,634/-

32010888442(2009-10)

T cia

Thiruvananthapuram

ircl

The defect pointéd out was the difference in |
total turnover between the annual return and
audited statement. The difference is due to
the short accounting of inter-state stock
the

audit

transfer(out) in annual  return.

Considering  the objection the;
assessment has been completed vide theI
proceedings No.32010888442/2009-10 CST,
dated 10-4-2015. As perthe proceedings

there is an excess payment of Rs.78,664/-.
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Case No. 52
- B - N :
| Para | Gist of the case Present position
No.
24(b) Audit compared the aggregate figures of SLN0.29 Jaya Agencies
. 32010152725(2010-2011

sales and stock transfer as per returns filed CTO. Attingal

‘by the dealers with that of the certified

statement of particulars filed in Form On verification of the assessment records it is

I

- T

'No.13A enclosed with audit certificate and ascertained that the difference in the sales and purchase
found that in 72 cases in 31 assessment turnover of annual return corresponding with Form 13A is
icifcles, aggregate of sales turnover and that the turnover of sales and purchase shown in audited
|stock transfer conceded in return was less statement was inclusive of VAT and Cess paid. The
‘than‘ that in Form No.13A. Non- difference in the sales turnover of annual return for the year
\compliance of provisions of Section 42(2) 2010-11 and in the Forms 13 &I3A is reconciled as
'was not detected by the assessing officers follows:-

and same was not assessed to tax under Sales as per annual return  :Rs.3,42,31,688.00

|Section 25. The resultant short payment of Add: VAT on sales :Rs.42,35,435.00
[tax including cess and interest worked out | Cess Payable :Rs. 42,360.00
to Rs.22.09 crore. Penalty of Rs.29.93 Sales as per 13 &13A :Rs. 3,85,09,483.00
crore was also leviable in the above cases . The difference in the Purchase turnover of annual return
I(Dealer Name /TIN |Jaya Agencies | for the year 2010-11 and in 13 &13A is reconciled as
32010152725 follows:~
'l Year 2010-11 Purchases as per annual return :Rs.3,25,23,617.00
ﬁ (Tl;;gf"’f-‘f escaped| 4277795~ | pqd; VAT :Rs. 40,20,246.00
oh 1 Total :Rs.3,65,84,072.00

|| Tax plus interest 7,48,388/-
(Rs.) In the light of the above facts, the audit objection may be

, Penalty (Rs.) 10,69,126/- dropped.
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Case No. 53

Para Gist of the case Present position F |
No. |
24(b) |Audit compared the aggregate figures of sales and|SL.No.30 South Indian Federation of

stock transfer as per returns filed by the dealers wi
that of the certified statement of particulars filed in
Form No.13A enclosed with audit certificate and found
that in 72 cases in 31 assessment circles, aggregate of
sales turnover and stock transfer conceded in return
was less than that in Form No.13A. Non-compliance
of provisions of Section 42(2) was not detected by the|
assessing officers and same was not assessed to tax
under Section 25, The resultant short payment of tax

including cess and interest worked out to Rs.22.09

the above cases .

\dismissed. Amnesty opted and remitted
'Rs.4,73,898/- for 2010-11.

' Dealer Name / TIN | South Indian Federation
of Fishermen Socijeties
132010164864
Year 2010-11
‘ Turnover escaped (Rs.) 56,36,103/-
| Tax plus interest (Rs.) 7,90,115/-
| Penalty (Rs.) 11,28,736/-

o Fishermen- Societies |

completed vide order dated 24/06/2016
creating an  additional demand  of
Rs.11,59,840/- (Tax Rs.7,11,558/- + interest
Rs.4,48,282/-). The dealer filed appeal before
the
Thiruvananthapuram  and  remitted  j.e

Rs.1,50,948/- to fulfill stay condition. First
crore, Penalty of Rs.29.93 crore was also leviable in|appeal

32010164864(2010-11)

T ial Cir hiruvananthapuram

The assessment in respect of the dealer was

Deputy Commissioner(Appeals),

filed against order dtd.24.6.16
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Case No, 54

Para Gist of the case Present position
No.
2.4(b) |Audit compared the aggregate figures of sales andISl.No.Bl Indroyal Furniture Company

stock transfer as per returns filed by the

with that of the certified statement of particulars filed CTQ, Special Circle,
in Form No0.13A enclosed with audit certificate and Thiruvananthapuram

found that in 72 cases in 31 assessment circles, The escaped turnover detected in the audit
aggregate of sales turnover and stock transfer enquiry is assessed vide proceedings
conceded in return was less than that in Form/No.32010616225/10-11 dated 30-4-2013
No.13A.  Non-compliance of provisions of Section creating an  additional demand of
42(2) was not detected by the assessing officers and | Rs.3,67,391/- (Tax}) and Rs.88,173.84
same was not assessed to tax under Section 25. The |(Interest). Remitted Rs.4,57,678/- as per DD
resultant short payment of tax including cess and|No.779607 dtd.23.8.19, SBI, Tvmn

interest worked out to Rs.22.09 crore. Penalty of

R5.29.93 crore was also leviable in the above cases .

Private Limited
32010616225 (2010-2011)

Dealer Name / TIN Indr_oyal Furniture ‘
! Company Private

Limited |
32010616225

Year 2010-11

Turnover escaped (Rs.) 11,67,417/- |

Tax plus interest (Rs.) 2,06,341/-

Penalty (Rs.) 2,94,773/-
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Case No. 55

I T

Para
No. |

Gist of the case

Present position

2.4(h) | Audit compared the aggregate figures of sales

land stock transfer as per returns filed by the
dealers with that of the certified statement of
particulars filed in Form No.13A enclosed with
audit certificate and found that in 72 cases in 31
assessment circles, aggregate of sales turnover

and stock transfer conceded in return was less

than that in Form No.13A.  Non-compliance of
|

|provisions of Section 42(2) was not detected by
the assessing officers and same was not assessed

to tax under Section 25. The resultant short

payment of tax including cess and interest
| worked out to Rs.22.09 crore. Penalty of

l Rs.29.93 crore was also leviable in the above

cases .
| Dealer Name / TIN Adtech S;stems_
Limited

' 32010103844

1 Year 2011-12
Turnover escaped (Rs.) 1,15,49,972/-

l Tax plus interest (Rs.) 18,66,476/-
Penalty (Rs.) 29,16,368/-

S1.No.32 Adtech Systems Limited
32010103844 (2011-12)
_CTO. Special Circle,
Thiruvananthapuram.

The audit objection is that the total turnover
conceded in the return is Rs. 37,10,81,567/-

whereas as per the accounts the total turnover is
Rs. 38,26,31,539/-.
pointed out is Rs. 1,15,49,972/-, In the return,

Thus the total short levy
|
the dealer had not conceded interstate stock
transfer out of Rs. 1,14,14,719/-,

assessed vide order dated 03.04.2018.

This was

Similarly, there is a difference in export
| turnover conceded between return and accounts.
Export turnover conceded as per the return is Rs.
6,79,04,846/- whereas as per accounts, exports

sales turnover is Rs. 6,81,77,039.50. The

|idifference of Rs. 2,72,193/- has also been

included in the order dated

03.04.2018.

assessment

Thus the short levy pointed out by

|Accountant General is included in the
assessment order.

i The dealer filed appeal against the order and
also paid Rs.14,16,553/- for getting stay. The
\assessment was modified on 03.4.18 creating
IaddiLional demand of Rs.44,47,617/- as per
appellate order No. K206/14 dated 05.08.2017.
Subsequently, the order was rectified, as per the
‘request of the dealer, vide order dtd. 30.9.201%
and the demand was reduced to Rs.12,53,972/-.
The dealer opted Amnesty and remitted
|Rs.3,37,707/- wvide cheque no.948743 dtd.

}31.12.19.
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Case No. 56

Para
( No.

Gist of the case

Present position

2.4(b)

Audit compared the aggregate figures of
sales and stock transfer as per returns filed
by the dealers with that of the certified

statement of particulars filed in Form

|No.13A enclosed with audit certificate and
IfouncI that in 72 cases in 31 assessment
circles, aggregate of sales turnover and stock
transfer conceded in return was less than that
in Form Nao.13A. Non-compliance of
provisions of Section 42{2) was not detected
by the assessing officers and same was not
assessed to tax under Section 25. The
resultant short payment of tax including cess
and interest worked out to Rs.22.09 crore.

Penalty of Rs.29.93 crore was also leviable

in the above cases .

Dealer Name / TIN | The Travancore MatsI
& Matting Co.
32040250132 |

Year 2009-10 i

Turnover escaped l 43,13,831/-

(Rs.) |

Tax plus interest 3,40,504/- i

(Rs.)

|| Penalty (Rs.) | 4,48,032/- |

SENo0.33 The Travancore Mats and Matting Co. |

32040250132 (2009-10) |
CTO, Cherthala

The original assessment was completed as per order
No0.32040250132/2009-10/KVAT dated 31.10.2013
creating an additional demand of Rs.9,38,910/-. In

the above order, the assessing authority clarified the
objection pointed out by AG, ie. “the variation Total
turnover in annual return and Audited Statement in
Form 13A”. The assessing authority consider the
higher amount as in Form 13A. The dealer filed
appeal against the order, the appellate authority
directed to modify the above order and the assessingl
authority modified as order
N0.32040250132/2009-10 dated 04.08.2016 and
the modified demand Rs.2,68,260/-(tax), |
Rs.2,28,021/- { Interest). The dealer remitted full
amount of tax and interest as per challan No. 577|

dated 14.10.2016. Hence the defect may kindly be|

was per

of

dropped.
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Para No. ‘

Gist of the case
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Case No. 57

——

Present position |

IAudit compared the aggregate figures of

sales and stock transfer as per returns
(filed by the dealers with that of the
certified statement of particulars filed in
Form No.13A enclosed with audit
certificate and found that in 72 cases in

31 assessment circles, aggregate of sales

turnover and stock transfer conceded in
ireturn was less than that in Form
|No.13A. Non-compliance:  of
Iprovisions of Section 42(2) was not
|detected by the assessing officers and
same was not assessed to tax under
Section 25. The resultant short payment
of tax including cess and interest
worked out to Rs.22.09 crore. Penalty

of Rs.29.93 crore was also leviable in

the above cases .

. : e
Dealer Name /|S D Pharmacy

| TIN 32040296245

‘ Year 2010-11 !

|| Turnover escaped| 56,98,580/- |
(Rs.)

[Ffax plus interest|  3,22,312/-

{Rs.) |
Penalty (Rs.) 4,60,445/-

|now under dispute.

SLNo.34 S D Pharmacy

32040296245(2010-11)
CTO, 1 Circle, Alappuzha

Assessment has been completed for the year 2010-11
No0.32040296245/10-11  dtd:17.1.15 ‘

incorporating the defects pointed out in the Audit.

vide  order
Against this order dealer filed appeal before the appellate[
authority. The Appellate Authority as per order no‘
KVATA(ALPY)198 &199/15 dtd 30-4-2015 “allowed”
the-appeal stated that.” On going through the impugned
proceedings it is seen that assessing authority has acted |
on the basis of the Audit enquiry forwarded by the audit
team. The appellant has raised contentions now raised
before the assessing authority and there was no
meticulous examination at their stage. During the year
2010-11, to
Rs.56,98,580.00. At the time of hearing of the case the

learned representative has produced copies of Audit

the appellant has allowed discount

Report, Ledger copies on Trade discount and copies of
Invoices to show that they have allowed discount to the
customers and tax is levied at the net sale value. Hence
their sale proceeds after discount was reflected. Section 2 |
sub clause(ii) of clause(iil) which governs the situations

For easy reference the same is

| reproduced below: “Any discount on the price allowed in

respect of any sale where such turnover 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”. In this case in the
trading account filed by the appellant, appellant has
disclosed trade discount as direct expenses and when the
same was added along with turnover conceded in the
return both will tally ,i.e:-the turnover declared in the

profit and loss account tally each other. The appellant in
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|this case has allowed discount through his invoice by
'separately disclosing the discount in the invoice itself.
The net sale value was conceded in the return filed,
whereas the amount inclusive of discount was shown in
the Profit & Loss account. At the same time the appellant
disclosed the amount allowed as discount as clirectI
expense. Hence the difference between the figures
furnished in the Profit & Loss Account and in the annual
return is not a sales suppression.  Therefore the
assessment on the difference of turnover between Profit
& Loss Account and the Annual return is not sustainable.
Likewise in the year 2011-12, the appellant has disclosed

turnover in the Profit & Loss Account inclusive of

discount and in the annual return exclusive of discount.

The assessing authority in this case also considered the‘
|difference in turnover between the Audit Report and
|Annua1 return as sales suppression and assessed to tax.
As the case is similar to the case in the year 2010-11
stated above, the tumover difference is the discount
allowed by the appellant therefore cannot be assessed to

[tax. The profit & Loss account, Audit Report and Copies

invoices issued are filed to substantiate this fact. Hence

the assessment of difference in turnover between Profit|

& Loss Account and Annual Return in this year also is
not sustainable. For the sustainability of the penalty,
penalty is leviable only in the cases where there is no
payment of tax on account of intentional sales
'supprassion. In the cases of the appellant the assessing
[authority alleged sales suppression for the discount,
|a110wed by the appellant. Therefore the assessing
authority cannot establish any valid sales suppression
and thereby any non payment of tax due. Hence the|
penalty levied is also not sustainable for both the years.|
In view of the above the appeal stands allowed. Ordered
accordingly. As per the appellate order, assessing
authority had issued the order for the year 2010-11 vide
order no 32040296245/2010-11 dtd: 3-10-2016 with ‘Nil’

demand.
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Case No. 58
Para No. Gist of the case ‘ Present position
| 2.4(b) |Audit compared the aggregate figures of sales | SLNe.35 S D Pharmacy

. 32040296245 (2011-12)
and stock transfer as per returns filed by the CTO, I Circle. Alappuzha

Assessment has been completed for the years
2011-12 vide order No 32040296245/11-12

dealers with that of the certified statement of
particulars filed in Form No.13A enclosed‘

with audit certificate and found that in 72

cases in 31 assessment circles, aggregate of dtd:17-1-15 incorporating the defects pointed out

sales turnover and stock transfer conceded in|™ the Audit. Against this order dealer filed

return was less than that in Form No.13A. appeal before the appellate authority. ~ The

Appellate  Authority as per order no

| - -
£2(2) was not detected by the assessing KVATAMALPY)I98 &199/15 did 30-4-2015

Non-compliance of provisions of Section

officers and same was not assessed to tax!“aHOWEd” the appeal stated that.” On going

| . . e
under Section 25. The resultant short payment through the {mpugned proceedings it is seen that

. : . i ity has ac i
of tax including cess and interest worked out assessing authority has acted on the basis of the

to Rs.22.09 crore. Penalty of Rs.29.93 crore Audit enquiry forwarded by the audit team. The

X A appellant has raised contentions now raised
was also leviable in the above cases .

before the assessing authority and there was no

'Dealer Name / TIN | S D Pharmacy

32040296245 meticulous examination at their stage. During
_Year Ir 2011-12 | the year 2010-11, the appellant has allowed
Tumover  escaped|  49,94,151/~ | | discount to Rs.56,98,580.00. At the time of
(Rs.) hearing of the case the learned representative
r?ix plus interest (RS'). M’ i :has produced before me copies of Audit Report,
| Penalty (Rs.) | 4,03,527/- Ledger copies on Trade discount and copies of

Invoices to show that they have allowed
discount to the customers and tax is levied at the
‘net sale value. Hence their sale proceeds after
discount was reflected. Section 2 sub clauseii)
of clause(iii) which governs the situations now
under dispute. For easy reference the same is
reproduced below: “Any discount on the price
allowed in respect of any sale where such
turnover 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”. In this case in the

(trading account filed by the appellant, appellant

has disclosed trade discount as direct expenses
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?
and when the same was added along with
turnover conceded in the return both will tally
J.e:-the turnover declared in the profit and loss
account tally each other. The appellant in this
case has allowed discount through his invoice by
separately disclosing the discount in the invoice
litself. The net sale value was conceded in the
return filed, whereas the amount inclusive of
| discount was shown in the Profit & Loss account.
| At the same time the appellant disclosed the
amount allowed as discount as direct expense,
'Hence the difference between the figures
furnished in the Profit & Loss Account and in the
annual return is not a sales suppression.
Therefore the assessment on the difference of
turnover between Profit & Loss Account and the
Annual return is not sustainable. Likewise in the
year 2011-12, the appellant has disclosed
turnover in the Profit & Loss Account inclusive
of discount and in the annual return exclusive of
|disc0unt. The assessing authority in this case
‘also considered the difference in turnover
'between the Audit Report and Annual return as
| sales suppression and assessed to tax. As the
case is similar to the case in the year 2010-11
stated above, the turnover difference is the
discount allowed by the appellant therefore
cannnt be assessed to tax. The profit & Loss
account, Audit Report and Copies invoices issued
are filed before me also to substantiate this fact.
Hence the assessment of difference in turnover
between Profit & Loss Account and Annual
Return in this year also is not sustainable. For the |
sustainability of the penalty, penalty is leviable
only in the cases where there is no payment of
tax on account of intentional sales supprt-:'ssion.|
In the cases of the appellant the assessing

authority alleged sales suppression for the‘

discount allowed by the appellant. Therefore the
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|assessing authority cannot establish any valid
sales suppression and thereby any non payment
of tax due. Hence the penalty levied is also not
sustainable for both the years. In view of the\
above the appeal stands allowed. Ordered
accordingly. As per the appellate order, assessing
authority had issued the order for the year 2011-
12 vide order no dtd: 3-10-2016 with “Nil’

demand.
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4 Case No. 59
Para No. Gist of the case Present position
I2.4(]3) Audit compared the aggregate figures of sales' SL.No. 36 Deepu Agencies

and stock transfer as per returns filed by the
dealers with that of the certified statement of
particulars filed in Form No.13A enclosed with

audit certificate and found that in 72 cases in

31 assessment circles, aggregate of sales
|

turmover and stock transfer conceded in return
was less than that in Form No.l13A. Non-
compliance of provisions of Section 42(2) was
not detected by the assessing officers and same
was not assessed to tax under Section 25. The
resultant short payment of tax including cess
and interest worked out to Rs.22.09 crore.
Penalty of Rs.29.93 crore was also leviable in

the above cases .

|Dealer Name / TIN | Deepu Agencies
32040983182

Year 2010-11

Turnover escaped 49,82,466/-

(Rs.)

Tax plus interest (Rs.) 4,67,090/-

Penalty (Rs.) 6,67,272/-

32040983182 (2010-11)

CTO, Kayamkulam
The assessment for the year 2010-11 was

completed demanding 3,30,586/-,
Interest Rs. 1,53,591/-, Cess Rs. 3,306/- and
penalty Rs. 6,67,784/-. Aggrieved by this order

tax Rs.

the dealer filed appeal before the Deputy
Commissioner {Appeals) Kollam against the
assessment order and revision petition before
the Deputy Commissioner, Alappuzha against
penalty order. The Deputy Commissioner
(Appeals) Kollam dismissed the appeal vide
order No. KVATA (ALPY) 164/15 dated 12-02-
2016. The Deputy Commissioner, Alappuzha
reduced the penalty to Rs. 50,000/- vide order
No. A1-142/2015 dated 31-05-2016. Then the
dealer filed appeal before the KVAT/AIT&ST

Tribunal, Additional Bench,I

Appellate
Kottayam. The Hon'ble Tribunal granted stay
vide Order No. INTP No. 50/2016 INTA (VAT)
No. 55/2016 dated 11-05-2018. The dealer has

withdrawn the appeal and opted the Amnestyl

_ I Scheme 2020 and settled.
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Case No. 60

Para Gist of the case Present position
No.
2.4(b) |Audit compared the aggregate figures of sales and! S1.N0.37 Deepu Agencies

stock transfer as per returns filed by the dealers

. . : t
\with that of the certified statement of particulars

filed in Form No.13A enclosed with audit

certificate and found that in 72 cases in 31
assessment circles, aggregate of sales turnover and
stock transfer conceded in return was less than
that in Form No.13A.

provisions of Section 42(2) was not detected by

Non-compliance of

the assessing officers and same was not assessed
to tax under Section 25. The resultant short
payment of tax including cess and interest worked
out to Rs.22.09 crore. Penalty of Rs.29.93 crore

was also leviable in the above cases .

204 182 (2011-12)
CTQ, Kayamkulam

The assessment for the year 2011-12 was
completed demanding tax Rs. 2,86,772/-
Interest Rs. 98,478/-, Cess Rs. 2,868/- and
Penalty Rs. 5,79,280/-.
order the dealer filed appeal before the Deputy

Aggrieved by this

Commissioner (Appeals), Kollam against the
assessment order and filed revision petition
Alappuzha

before Deputy Commissioner,

against the penalty order.  The Deputy
Commissioner Kallam  partly
allowed the appeal vide order No. KVATA
(ALPY) 165/15 dated 12-02-2016 and on the

basis of the appeilate order the assessment

(Appeals)

il modified

|| Dealer Name / TIN iDeepu Agencies

| 32040983182

|| Year 2011-12
Turnover escaped (Rs.) 4378193
Tax plus interest (Rs.) 370642

| Penalty (Rs.) 579128

06-06-2016. The
Commissioner, Alappuzha reduced the penalty
lto Rs. 50,000/~ vide order No. Al-143/2015
|dated 31-05-2016. Then the dealer filed |
|appeal befare the KVAT/AIT & ST Appellate|
ITribunal, Additional Bench Kottayam. The
Horn’ble Tribunal granted stay vide order No.
Intp No. 42/2016(Stay) in TA(VAT) No.
'44/2016 dated 30-09-2020. The dealer has

on Deputy

‘withdrawn the appeal and opted the Arnnesty|
’Scheme 2020 and settled.




rPara No. - Gist of the case -
2.4(0b) | Audit compared the aggregate figures of

sales and stock transfer as per returns
filed by the dealers with that of the
certified statement of particulars filed in
Form No.13A enclosed with audit
certificate and found that in 72 cases in
31 assessment circles, aggregate of sales
turnover and stock transfer conceded in
return was less than that in Form No.13A.
Non-compliance of provisions of Section
42(2) was not detected by the assessing
officers and same was not assessed to tax
under Section 25. The resultant short
payment of tax including cess and interest
worked out to Rs.22.09 crore. Penalty of
Rs.29.93 crore was also leviable in the

above cases .

Dealer Name / TIN | The Highland

1 Case No. 61

Present position

Sl.Nd.E.iS -'I_‘l_l_e_Hig_hland Produce Company Limited.
32040253822(2011-2012)

T ecial Circle, Alappuzha

The original assessment in respect of the dealer was
completed on 01.08.2015. Later based on the audit
objection, notice was issued to the taxpayer on 04.11.2016
and the dealer explained the variation as per letter dated
30.11.2016. The dealer explained that the stock transfer
value differed was in respect of stock transfer of tea. The
difference in value of tea stock transferred between return
and audit report was due to specific and scientific reasons
according to the accounting standards. From production
centre to sale point, the owmership of the goods so
transported is upon the company, Value at each stage i.e.,
production, storing, marketing and selling will vary to the
extent of overhead expenses incurred. The effect should be

recorded in the financial statements. The dealer filed F

1 forms to prove transfer of tea to the quantity of 1563895 kg

Produce Company| i-€., entire quantity transported was proved with F Form. On

Limited
32040253822

Year 2011-12

Turnover escaped 2,63,11,932/-
(Rs.)

Tax plus interest 17,77,578/-
(Rs.)

| Penalty (Rs.) | 27,77,465¢-

——

verification it is also found that the dealer had curtailed

| input tax credit Rs.1,08,390/- to the proportion of tea stock

transferred. Hence, audit objection is not sustainable.




\Q0
Case No. 62
( Para | Gist of the case T Present position
No.
|2.4(b) Audit compared the aggregate figures of sales and| Sl Ne.39 D.C.Mills (Private) Limited

stock transfer as per returns filed by the dealers with
that of the certified statement of particulars filed in
Form No.13A enclosed with audit certificate and found
that in 72 cases in 31 assessment circles, aggregate of
sales turnover and stock transfer conceded in return
was less than that in Form No.13A. Non-compliance
of provisions of Section 42(2) was not detected by the
assessing officers and same was not assessed to tax

under Section 25. The resultant short payment of tax

including cess and interest worked out to Rs.22.09
\crore. Penalty of Rs.29.93 crore was also leviable in

|the above cases .

2041309735(2011-12
AIT & CTO, Alappuzha

Assessment completed on 22.08.2015

creating an additional demand of
Rs.4,74,690/- and adjusted the dues from
the excess IPT credit allowable for the
year. Against this the assessee went on
appeal. The appellate authority directed to
modify the order on production of
accounts, the assessee fails to produce the
books of accounts and assessing authority

restored the order. So no dues outstanding.

Dealer Name / TIN DC l\/iills (Private)“,
Limited

Year | - 2611-12

Turnover escaped (Rs.) 58,08,097/-

Tax plus interest (Rs.) . 2,30,693/-

Penalty (Rs.) ' 3,60,770/-
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2.4(b) |Audit compared the aggregate figures of

|
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Case No. 63

I
Para No.

Gist of the case

Present position l

sales and stock transfer as per returns
filed by the dealers with that of the
certified statement of particulars filed in

Form No.13A enclosed with audit

certificate and found that in 72 cases in
31 assessment circles, aggregate of sales
turnover and stock transfer conceded in
return was less than that in Form
|No.13A. Non-compliance of provisions
of Section 42(2) was not detected by the
assessing officers and same was not
assessed to tax under Section 25. The
resultant short payment of tax including
|cess and interest worked out to Rs.22.09
Penalty of Rs.29.93 crore was

crore,

also leviable in the above cases .

[Dealer Name / TIN | Rajan Cashew Co

32020201394
Year 2009-10
Turnover escaped 67,79,393/-
‘ (Rs.)
Tax plus interest 4,16,309/-
(Rs.)
Penalty (Rs.) 5,47,775/-

SI.No.40 Rajan Cashew Company
32020201394(2009-10) ]
CTO, Special Circle, Kollam

A short levy of tax for Rs.2,73,887/- due to short
reporting of accounted sales turnover Rs.67,79,393/-

for the year 2009-10 has been pointed out in the
Audit Enquiry. The case was examined by the|
assessing authority and submitted the following facts. |

The sales turnover disclosed in the annual return
for Rs.54,77,05,998/- includes inter-state stock
transfer for Rs.4,57,61,250/-. Whereas the sales|
turnover reported in the audited statement of accounts
are for Rs.55,44,85,391/- of which Rs.5,24,18,290/-

are against inter-state stock transfer which are.

consignment sales. The entire consignment sales were

supported with F forms. Hence the turnover
difference Rs.66,57,040/- reported against the same
are exempted turnover, The balance difference
Rs.1,40,353/- were found against local sales and had
been assessed at 4% vide order dated 28.01.2015 and |
remitted the tax due Rs.5,614/- with interest|
Rs.4,211/- vide chalan No.82 dated 11-02-2015. !
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14 Case No. 64
Para No. Gist of the case _ Present position
24(b)  Audit compared the aggregate figures of sales and| SI.Ne.41 Kadavil Chemicals and Cements
|
| . 32021469775 (2009-10)
| ‘stock transfer as per returns filed by the dealers| CTO, Anchal

with that of the certified statement of particulars

filed in Form No.13A enclosed with audit The audit objection is that the assessee has
certificate and found that in 72 cases in 31 short reported a turnover of Rs.24,21,584/- in
assessment circles, aggregate of sales turnover|the annual return filed for the year 2009-10, but
\and stock transfer conceded in return was Iesslwhich was accounted in the audited statement
than that in Form No.13A.  Non-compliance of | filed for the same year.  The sum of
|provisions of Section 42(2) was not detected by!Rs.47,27,2‘64/- reported as net sales in 13 &13A
the assessing officers and same was not assessed | includes discount of Rs.24,21,584/-.  The
Ito tax under Section 25. The resultant short‘assessment u/s 25(1) of the Act was completed

‘payrnent of tax including cess and interest worked | on 20-4-2012 demanding tax due Rs.3,05,726/-

out to Rs.22.09 crore. Penalty of Rs.29.93 crore|and the entire amount was collected with

‘was also leviable in the above cases . interest Rs.91,719/-as shown below.

(| Dealer Name / TIN Kadavil Chemicals and]

Cements Rs. 1,00,000/- Challan No.373/03.07.2012.
32021469775 Rs. 1,00,000/- Challan No.186/04.09.2012.
Year 2009-10 Rs. 1,00,000/- Challan No.234/01.10.2012.
— = T = = ; Rs. 97,445/- Challan No.196/31.10/2012.
‘ Turnover escaped (Rs.) 2421585
Tax plus interest (Rs.) 464702 |

|| Penalty (Rs.) | 611450 '
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a4 Case No. 65

Para Gist of the case Present position
| No.

|2.4(b) Audit compared the aggregate figures of sales and | SL.No.42 Koppara Enterprises Printing and
Copy Solutions India Private Limited

stock transfer as per returns filed by the dealers| 32021674839 (2009-10) CTO, Special
\with that of the certified statement of particulars | Circle, Kollam

filed in Form No.13A enclosed with audit

In response to the audit enquiry, a pre-

certificate and found that in 72 cases in 31 4 .
. assessment notice U/s.25(1) was issued to the

assessment circles, aggregate of sales turnover and :
dealer to prove the genuineness of turnover

stock transfer conceded in return was less than| . .
| difference.  The assessee filed reply on

[t In Form No.13A. NPmeomplance  of 02.07.2011 stating that the turnover difference

provisions of Section 42(2) was not detected by|isi only e fo | oRiNG GLGITEEE sxAeeea et

the assessing officers and same was not assessed|. .. .
indirect expenses. The details of turnover

to tax under Section 25, The resultant short . .
differences are given below.

payment of tax including cess and interest worked
As per annual As per P&L a/c

| out to Rs.22.09 crore. Penalty of Rs.29.93 crore| return (in Rs.)  (in Rs.)
was also leviable in the above cases . Taxable sales 1,47,16,313.00 1,47,54,013.00
Non taxable 0 62,89,511.00
; sales |
Dealer Name / TIN IKoppara Enterprises 6(2) 37,703.00 0
Printing and Copy purchases
| Solutions India Total 1,47,54,016.00  2,10,43,525.00
| Private Limited
| [ 32021674839
Year 2009-10 The difference between P&L account and
Turnover escaped (Rs.) % 63,27,211/- annual return is for Rs, 62,89,511/-, The details
Tax plus interest (Rs.) ‘ 3,88,541/- of non-taxable items were inadvertently omitted
|| Penalty (Rs.) i 5,11,239/- to be included while filing the monthly returns.

On verification, it is revealed that the total non-
taxable sales was Rs.62,89,511/-. Qut of thisI
'Rs.35,07,861/- was taxable and exemption for|

non-taxable sales was given only to an extent of
Rs.27,81,650/-. Subsequently, assessment was
completed as per order dated 04.07.2011,
creating an additional demand of Rs.1,20,631/-

‘towards tax and Rs.21,713.58 towards interest.

. | - The amoupi is under RFE ) o




Para No.

89

19

Gist of the case

Case No. 66

Present position

| 2.;1(b) ‘Audit compared the aggregate figures of sales and| S1.N0.43 Anu Cashews
| 'stock transfer as per returns filed by the dealers | 32020282282(2010-11

CTO, Special Circle, Kollam

with that of the certified statement of particulars

filed in Form No0.13A enclosed with audit | The Accountant General has pointed out

certificate and found that in 72 cases in 31“3 difference of Rs.170.55 lakhs during the

assessment circles, aggregate of sales turnover|year 2010-11 between the Annual return and

and stock transfer conceded in return was less|Audit Report in respect of Anu Cashew. In

than that in Form No.13A.  Non-compliance of | this connection it may kindly be noted that

provisions of Section 42(2) was not detected by the export sales as per annual return is

the assessing officers and same was not assessed Rs.16,98,89,736.50. But the audit report

to tax under Section 25. The resuitant shortireveals export sales of Rs.18,66,59,188/-

‘payment of tax including cess and interest worked | The difference in turnover is due to the

ol -

out to Rs.22.09 crore. Penalty of Rs.29.93 crore |variation in exchange rate. The detailed list

was also leviable in the above cases .

Dealer Name / TIN IAnu Cashew

32020282282
Year .- 2010-11
‘Turnover escaped (Rs.) ‘ 1,70,55,426/-
.Tax plus interest (Rs.) 9,64,655/-
.Penalty (Rs.) | 13,78,078/-

of export sales has been examined at the
time of CST Assessment. As export sales
are exempted from tax, there is no short levy
| as pointed out by the Accountant General in
_|the case of M/s Anu Cashew for 2010-2011.




' Para No. ‘

-2
2.4(b)

|

Gist of the case

Case No. 67

Present position

Audit compared the aggregate figures
of sales and stock transfer as per
'returns filed by the dealers with that
of the certified statement of
particulars filed in Form No.13A
enclosed with audit certificate and
‘found that

assessment circles, aggregate of sales

in 72 cases in 31

‘turnover and stock transfer conceded
in retuin was less than that in Form
No.13A.

provisions of Section 42(2) was not

‘ Non-compliance of
jdetectecl by the assessing officers and
'same was not assessed to tax under
'Section 25. The resultant short
payment of tax including cess and
interest worked out to Rs.22.09 crore,
'Penalty of Rs.29.93 crore was also

/leviable in the above cases .

Dealer Name / Veromica e
TIN Marine Exports
Private Limited

| Year 2010-11
Turnover 3,98,61,039/-
escaped (Rs.)

|| Tax plus interest! 22,54,540/-
(Rs.) '
| Penalty (Rs.) 32,20,772/- |

SL No. 44 Veronica Marine Exports Private I imited
32020824532 (2010-2011)

CTO, I1I Cixcle, Kollam

The Accountant General has pointed out that the sales
turnover as per profit and loss account in respect of M/s
Veronica Marine Exports for the year 2010-2011 comes to
Rs.55,86,28,673/- and sales turnover as per return is
Rs.51,87,67,634/- having a difference of Rs.3,98,61,039/-. The
same has already been noted on 16-10-2012 by the assessing
authority and notice dated 27-10-2012 was issued. The dealer
filed supporting evidence. The actual export sales constitutes to
Rs.51,70,94,617/- where as in the returns the dealer conceded
only Rs.48,35,35,848.30.
reference to the documents and it is found that the actual export
comes to Rs.51,70,94,617/-, The difference of another Rs.30
lakhs was regarding a bill issued to M/s Capithan Exporting

The same was examined with

Company for the processing charges(labour). The dealer paid
However there was difference in
DEPB sales for an amount of Rs.33,02,720/- and the difference

was assessed. The dealer remitted Rs.1,35,255/- for the same

service tax for the same.

on 08-02-2013. The major difference is in the export sales.
The figures which are mentioned in the Audit Report and the
difference is due to the exchange rate difference. As export
sales are exempted from tax, there is no short levy as pointed

out by the Accountant General.
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\ Il Case No. 68
Para Gist of the case Present position |
‘ No.
| Audit compared the aggregate figures of sales and stock| SL.Ne.45 Ace Automobiles

| 2.4(b)

transfer as per returns filed by the dealers with that of
the certified statement of particulars filed in Form
No.13A enclosed with audit certificate and found that
.in 72 cases in 31 assessment circles, aggregate of sales
turnover and stock transfer conceded in return was less
than that in Form No.13A.
provisions of Section 42(2) was not detected by the

Non-compliance of

assessing officers and same was not assessed to tax
under Section 25. The resultant short payment of tax
including cess and interest worked out to Rs.22.09
crore. Penalty of Rs.29.93 crore was also leviable in the

above cases ,

[Dealer Name / TIN “ACE Automobiles Private
Limited
| 32110218674
Year 2009-10
| Turnover escaped (Rs.) 61,11,383/-
Tax plus interest (Rs.) 11,55,868/-
Penalty (Rs.) 15,20,879/-

Private Limited

32110218674 (2009-10) CTO,

ial Circle-1, Kozhikode

On verification of the audit objection, it
is revealed that the above difference
amount relates to transfer of goods from
head office to branches within the state,
the same amount has been shown as
purchase in the branch. As the amount
actually not relates to sale, there is no

escapement of tax involved in this case.
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Case No. 69
‘ i Gist of the case ‘ : Present position i | —,
|2‘4(b) Audit compared the aggregate figures of SLNe.46 Parisons Foods Private Ltd. |
| . 211 4 (2009-1
sales and stock transfer as per returns filed T ial Circle 1. Kozhik

|

by the dealers with that of the certified
statement of particulars filed in Form
|No.13A enclosed with audit certificate and |
\found that in 72 cases in 31 assessment
circles, aggregate of sales turnover and
stock transfer conceded in return was less
than that in Form No.13A.

|compliance of provisions of Section 42(2)

Non-

was not detected by the assessing officers
and same was not assessed to tax under

Section 25. The resultant short payment

of tax including cess and interest worked
lout to Rs.22.09 crore. Penalty of Rs.29.93

|crore was also leviable in the above cases . |

Dealer Name / TIN lParisons Foods
Private Limited ‘
32110222904
| Year I 2009-10
Turnover escapedi 19109817
(Rs.) I
[|Tax plus interest 1157653
Penalty (Rs.) | 1523228 |

| |

Regarding the difference pointed out in sales
turnover in annual return and that in 13 &131—\‘
concerned e sales turnover as per annual return i5|
Rs.3,25,76,45,075/-  (2,39,72,52,615/- plus the|
consignment transfer value of Rs.86,03,92,460/-) and
sales turnover as per accounts Rs.3,25,96,26,180/-. The
difference is only Rs.19,81,105/-. The assessment is|
completed vide order No.32110222904/2009-10 dated
30-09-2011 with additional demand of Rs.29,88,065/-
(Tax 26,67,915/- + interest Rs.3,20,150/-). The dealer
has remitted Rs.13,00,000/- towards the outstanding |

amount. All revenue recovery proceedings has been
stayed as per interim order No.IA 1684/16 in OTR
124/16 dated 27-7-2016 of Hon'ble High Court of
Kerala till the disposal of the revision petition. In the|

meanwhile, dealer opted Amnesty 2020 and settled the |
arrears. ’
Bifurcation of turnover as per annual return

: Rs. 2,19,38,07,169.96
Interstate sales :Rs. 4,43,92,213.99
Local purchase u/s. 6(2}  :Rs. 1,71,28,712.50
Sales in the course of import : Rs. 14,19,24,519.00
Interstate stock transfer out : Rs. 86,03,92,460.00

Local sales

" Difference : Rs. 325.76 — 324.05 = 1.71 Crore

(Figure disclosed as 6(2) purchase in annual return)

6(2) purchase turnover is not included in the sales
turnover reported in the audit report. The difference|
Rs.19,81,105/- is assesed.
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figures of sales and stock transfer
as per returns filed by the dealers
with that of the certified statement
filed

enclosed with

of particulars in  Form
No.13A

certificate and found that

audit
in 72
cases in 31 assessment circles,
aggregate of sales turnover and
stock transfer conceded in return
was less than that in Form
No.13A.

provisions of Section 42(2) was

Non-compliance of

not detected by the assessing

officers and same was not
assessed to tax under Section 25.
The resultant short payment of tax
including cess and interest worked
out to Rs.22.09 crore. Penalty of
Rs.25.93 crore was also leviable

in the above cases .

Dealer Name /' Plast O Plast
| TIN 32110267645
FYear 2009-10
Turnover 1,78,11,728/-
‘escaped (Rs.)
| | Tax plus| 10,93,783/-
| interest (Rs.)

Penalty (Rs) | 14,39,188/-

| consignment sales

T
Case No. 70
Para | Gist of the case Present position
No.
2.4(b) |Audit compared the aggregate S1.No.47 Plast O Plast
32110267645(2009-10)

ecial Circle 1, Kozhikod
The audit objection is that there was short reporting of

accounted sales turnover during the year 2009-10. The assessing
authority verified the objection and submitted the following facts.
As per 13 &I13A (otal
Rs.39,06,86,794/- as illustrated below:-
:Rs.19,53,98,467.00
:Rs, 1,50,12,565.00
:Rs.21,04,11,032.00

sales turnover accounted is
Sales intra-state
Intra-state stock transfer

Total

Sales inter-state
(against C Form) :Rs.24,25,250.00
:Rs.27.99.260.00
‘Rs.52,24,510.00
:Rs.12,08.000.00
:Rs.21,68,43,542.00
:Rs.17,38,43,252.00
:Rs.39,06,86,794.00

Less Intra-state branch transfer which is also shown in the

Sales in transit
Total

Inter-state stock transfer

Consignment Sales
Total sales as per 13A filed

purchase side as intra-state stock transfer receipt which has to be
:Rs. 1,50,12,565.00
:Rs.37,56,74,229.00

Local sales turnover reported as per return including

‘Rs.36,92,41,661.00

deducted from the sale

Actual sales as per 13A filed

| Inter-state sales against C Form :Rs.  24,25,405.00
Stock transfer out :Rs.  12.08,000.00
| Total sales as per return :Rs.37,28,75,066.00

Corresponding sales turnover

as per accounts (Local sale + consignment sale + inter-state sale +

stock - transfer out [Rs.195,398,467 + 173,843,252 + 24,25,250 +
12,08,000] :Rs.37,28,74,969.00
Difference :Rs.  27,99,260.00

This is the figure that they have shown as “sales in transit”.
The assessing authority verified the books of accounts. This is

actually the cost of “goods in transit” which they have included in

the purchase value but not included in the closing stock of the
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dealer; as per 13A filed.

To balance the trading account they have shown the same as
“goods in transit”.  The dealer added this amount of
| Rs.27,99,260/- shown as goods in transit for 2009-10; to the

purchase value for the year 2010-11 as under.

' Purchase as per 13|Purchase as per
&13A Annual Return
(— 4 S

Purchase from VAT 13,49,30,071.00 13,49,30,071.00
I dealers

j Inter-state Purchase 6,15,02,589.00 5,87,03,329.00
J 19,64,32,660.00|  19,36,33,400.00

: }Difference Rs.27,99,260/-. This figure is the goods in transit for

2009-10; which is shown erroneously as sales in transit in 13A
Tfiled for the year 2009-10. Similarly, the closing stock value ofl
Rs.1,00,76,029/- for the year 2009-10 is adopted as the opening
stock value for the year 2010-11. Thus, there is no loss of revenue
in this regard. Only technical defect occurred at the time of
uploading 13 &13A for 2009-10. In view of the above, the audit
! objection may be dropped.
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pl )
Case No, 71
Para I Gist of the case Present position
No.
|2.4(b) Audit compared the aggregate figures|SLNo0.48 Gunnebo India Private Limited

of sales and stock transfer as per
returns filed by the dealers with that of
the certified statement of particulars
filed in Form No.13A enclosed with
audit certificate and found that in 72

than that in Form No.13A. Non-
compliance of provisions of Section
42(2) was the

assessing officers and same was not

not detected by

assessed to tax under Section 25. The

32110276375(2009-10)
CTO, Special Circle 1,Kozhikode

The dealer has reported a total turnover of Rs.4,19,38,875

as per the annual return filed, which is as shown below:-

But while preparing the trading account and audited
statements, the dealer has erroneously included the sales tax

collected, Cess collected etc. along with the taxable turnover as

. . Local sales :Rs.3,92,34,331.85
cases in 31 assessment circles,
Inter-state sales :Rs, 24,90,707.43
aggregate of sales turnover and stock
transfer conceded in return was less Inter-state stock (our) R 21 L
Total :Rs.4,19,38,874.00

{Rs.)

Tax plus interest 10,21,556/-
(Rs.)
Penalty (Rs.) 13,44,153/-

resultant short payment of tax sh_own S |
I
including cess and interest worked out| |Turnover iTax iTO':al |
to Rs.22.00 crore, Penalty of Rs.20.93| |3,92,34,331.85x12.5% | 49,04,291.48 | 4,41,38,623.00
crore was also leviable in the above| |24°0,707x12.5% { 3,11,338.38 28,04,046.00
CASES . Total ;52,15,629.86 14,69,40,669.00
- Cess due @1% - 52,156.30 | 52,156.30

Dealer Name /|Gunnebo India|| 1 1
TIN Private Limited Inter-state stock(out) 2,13,836.18.00

32110276375 Total | 4,72,06,661.00
Year 2008-10
Turnover escaped| 53,23,378/- The Chartered Accountant has filed a declaration stating

that a clerical error has occurred while entering the figures at

the time of preparation of audit report.




P« 8 ’ Case No. 72

I Para No.

Gist of the case ‘ Present position

2.4(b)

Audit compared the aggregate figures of sales|Sl.No.49 APCO Automobiles Pvt Lid.
32110845401 (2009-10)

and stock transfer as per returns filed by the

CTO, Special Circle 1.Kozhikode

dealers with that of the certified statement of
The audit objection is that sales turnover as

particulars filed in Form No.13A enclosed with
!per audited statement is Rs.45,28,26,862/-.

audit certificate and found that in 72 cases in 31
|Whereas in the annual retun sales turnover is

conceded as Rs.45,07,13,008. Thus there is a
difference of turnover of Rs.21,13,854/-. The

assessing authority verified the audit objection

assessment circles, aggregate of sales turnover
and stock transfer conceded in return was less|
than that in Form No.13A. Non-compliance of
provisions of Section 42(2) was not detected by
A . and it is revealed that the above difference
the assessing officers and same was not assessed
relates to other income- warranty claim, out of
|which Rs.7,55,833/- alone is taxable(Warranty

spare charges) and the rest is warranty labour

to tax under Section 25. The resultant short

payment of tax including cess and interest

worked out to Rs.22.09 crore. Penalty of

charges.  The dealer had paid the tax with

|R5.29.93 crore was also leviable in the above
interest(tax Rs.95,424/- + interest Rs.14,314/-)

cases ,
| vide chalan No,267 dated 24-09-2011.
Dealer Name /TIN |APCO  Automobiles
Private Limited
32110845401 B}
Year 2009-10
Turnover escaped ‘ 2113854
(Rs.)
Tax plus interest (Rs.) | 405649
Penalty (Rs.) . 533748




O Case No. 73

Para Gist of the case Present position
‘ No. |

J2.4(b) lAudjt compared the aggregate figures of‘Sl.No.SO. Kallivath Sanitary Centre

32110569104 (2009-10)
CTO, Special Circle 1, Kozhikode

sales and stock transfer as per returns filed

by the dealers with that of the certified

statement of particulars filed in Form Pre-assessment notice No. 32110869104/2009-10 dated
l No.13A enclosed with audit certificate and| 16.10.2014 was issued to M/s. Kalliyath Sanitary Centre|
| found that in 72 cases in 31 assessment |(32110869104) pointing out the objections raised by the‘
| circles, aggregate of sales turnover and!Accountant General. In respanse to it dealer filed detailed
‘ stock transfer conceded in return was less reply on 30.10.2014 with documentary evidence to prove‘
than that in Form No.13A. Non—lthe claims.
l compliance of provisions of Section 42(2) The amount Rs. 9,59,940/- shown as interstate sales is
was not detected by the assessing officers only the direct income received in the form of credit notes

and same was not assessed to tax under from various interstate purchase on account of discount on

Section 25. The resultant short payment of | purchase. The dealer has included this income very
tax including cess and interest worked out specifically in the “schedule to trading and profit & loss
to Rs.22.09 crore. Penalty of Rs.29.93 account for the year ended 31.03.2010 in “Schedule B”

crore was also leviable in the above cases .  “Sub schedule D” as direct income and in the Audit report

| Dealer Name / TIN ﬂKalliyath Sanita {Form 13 & 13A) under the head “other”. Moreover the

Centre ‘dealer has also conceded a gross profit of Rs. 77,52,528/-
32110869104 |
’ | for the relevant year and in the circumstances in the light of
Year 2009-10
\ ‘judgment in the Southern Motor Vs. State of Karnataka &
|| Turnover  escaped 959940
‘ H(RS') ‘other 2017 25 KTR 349SC in case to proceed further in this |
Tax plus interest 181594 matter.
| (Rs.)

| Penalty (Rs.) | 238940
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. Case No. 74

Present position

Para
L No.

| 2.4(b) |Audit compared the aggregate figures of

sales and stock transfer as per returns
filed by the dealers with that of the
‘certified statement of particulars filed in
'Form No.13A enclosed with audit
certificate and found that in 72 cases in
31 assessment circles, aggregate of sales
turnover and stock transfer conceded in
return was less than that in Form
No.13A. Non-compliance of provisions

of Section 42(2) was not detected by the

assessing officers and same was not
lassessed to tax under Section 25. The
resultant short payment of tax including
cess and interest worked out to Rs.22.09
crore. Penalty of Rs.29.93 crore was also

[leviable in the above cases .

Dealer Name7TIN _ Hindalco
' Industries Limited
32110295501

Year o 201011 |

Turnover escaped 7573814

(Rs.) '

Tax plus interest 4(;1_510
{Rs.)

Penally (Rs) | 659300 |

SI. No.51 Hindalco Industries Limited

32110295501 (2010-11)
T ial Circle 1, Kozhiko

The andit objection has been verified with the books
of accounts and it is revealed that the dealer had
following inter-state sales/stock transfer during the year
2010-11.

Inter-state sales :Rs.92,37,186.00
Inter-state stock transfer :Rs.75,73,814.00
Total :Rs.1,68,11,000.00

The dealer mistakenly shows the figure of inter-statei
stock transfer of goods Rs.75,73,814 as inter-state sales |
(¢) other in the audited statement of accounts for the year
2010-11. This entry reflected as excess sales turnover in
the 13 and 13A audited statement of accounts. The dealer
has produced necessary reconciliation statement in
support of the difference. In view of the above, the audit |

objection may be dropped. \




204 Case No. 75
Para Gist of the case Present position
| No. ‘
Audit compared the aggregate figures of sales | S1.Ne.52 Bhima Traders

| 2.4(b)

32111266904 (2009-10)
CTQ, Vadakara

and stock transfer as per returns filed by the!
dealers with that of the certified statement of |
particulars filed in Form No.13A enclosed with | ST D TR

audit certificate and found that in 72 cases in

—Rs.
8,10,93,256/-

Turnover as per Annual Return -
31 assessment circles, aggregate of sales Rs. 7,73,91,330/-

|
turnover and stock transfer conceded in return Difference -Rs. 37,01,926/-

was less than that in Form No.13A. Non-‘ In annual return, tax for Rs. 3,66,247/- is paid
compliance of provisions of Section 42(2) was as ‘others’ for the discount received for Rs.
not detected by the assessing officers and same | 29,29,977/-. Thus total sales turnover comes to
was not assessed to tax under Section 25. The Rs. 8,03,21,307/-. Differential turnover of Rs.
resultant short payment of tax including cess|7,71,949/- was assessed as per order dated 13-02-
and interest worked out to Rs.22.09 crore.| 2013 creating an additional demand of tax Rs.

Penalty of Rs.29.93 crore was also leviable in|1,31,189/- and interest Rs. 44,604/~ (defect point

the above cases . lout by AG ‘short reporting of sales turnover’) .
Dealer Name / TIN Bhima Traders | Aggrieved by this order the assessee filed appeal

| 32111266504 _| |before Deputy Commissioner (A), Kozhikode and
Year 2003-10 | Deputy Commissioner (A), Kozhikode as per
;fr‘:;’f;‘“’e‘" escaped| 37,0196~ || \ATA, No. 326/13 dated 26-07-2013 directed to
iy || ot Aoy e v
Penalty (Rs.) 9,34,736/- )

'revised order no demand existing against the

dealer.




Case No. 76

Para Gist of the case Present position
| No.
2.4(b) |Audit compared the aggregate figures of|SI.No.53 Bhima Traders

sales and stock transfer as per returns filed
by the dealers with that of the certified
statement of particulars filed in Form
No.13A enclosed with audit certificate and
found that

circles, aggregate of sales turnover and stock

in 72 cases in 31 assessment

transfer conceded in return was less than that
in Form No.13A. Non-compliance of
provisions of Section 42(2) was not detected
by the assessing officers and same was not
assessed to tax under Section 25. The
resultant short payment of tax including cess
and interest worked out to Rs.22.09 crore.
Penalty of Rs.29.93 crore was also leviable

in the above cases .

| Dealer Name / TIN | Bhima Traders

211126 2016-2011
LCTO, Vadakara
The assessment has been completed w/s 25(1) of the

KVAT Act 2003 by fixing taxable turnover to
Rs.5,26,83,232/- (Sales intra state 5,08,81,803/- +
Discount received Rs 13,73,749/- + Suppressed
turnover as per TCR Rs. 1,42,560/- + Two times
addition of the suppressed turnover Rs 2,85,120/-)
against the reported turnover Rs 4,97,15,537/-
creating an additional demand of Rs. 3,74,806/- +
Interest 82,457/-, The Deputy Commissioner (A)
Kozhikode as per VATA 423/13 dt 26.07.2013
modified the order with direction to revise the
assessment after verifying the documents produced
by the assessee. Subsequently the assessee produced
the declaration and credit note covering the discount

received except for Rs.1,20,517/- for verification.

| 32111266904 Accordingly assessment was revised as per order
l}’gar 2010-11 dated 7-10-2013 as follows.
”tl“;:;r;over escaped 2534567 Total turnover as per account Rs. 5,08,81,803.00
Tax. olus interesti 447985 ~|| Add: suppressed as per order
/(Rs.) No. TCR 2/10-11 dated
!Penalty (Rs.) 639978 14-03-2012 of 1.O Rs. 1,42,560.00
Add two times addition Rs.  2,85,120.00
Add Discount Rs. 1,20,517.00
Rs.  5,48,157.00
Rs. 5,48,197.00

Taxable turnover determined Rs 5,14,30,00.00
{12.5% on Rs 5,10,96,840/- and @ 4% on Rs

3,27,710/-) Creating an additional demand of

Rs.2,16,585/-,

After adjusting the excess amount paid Rs. 2,10,477/-

for the year 2009-10, the existing amount against the

dealer is Rs. 6,108/~. The amount is under RR.
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that of the certified statement of particulars filed in
Form No.13A enclosed with audit certificate and
found that

aggregate of sales turnover and stock transfer

in 72 cases in 31 assessment circles,

conceded in return was less than that in Form No.13A.

!Non-compliance of provisions of Section 42(2) was

[not detected by the assessing officers and same was

not assessed to tax under Section 25. The resultant
short payment of tax including cess and interest
Penalty of Rs.29.93

crore was also leviable in the above cases .

worked out to Rs.22.09 crore.

' Dealer Name / TIN | Bhima Traders
32111266904
Year 2011-12
.Tumover escaped (Rs.) 55,45,750/-
Tax plus interest (Rs.) B,96,193/-
Penalty (Rs.) 14,00,302/-

Case No. 77
[ Para No. Gist of the case ) _ Present po;c.ition
2.4(h) Audit compared the aggregate figures of sales and|Sl.No.54 Bhima Traders
» L3 =
stock transfer as per returns filed by the dealers with 32111266304 (2011-2012)
CTO, Vadakara

On verification of the defects pointed
out by the Accountant General it was
found that the turnover conceded as per
annual return is Rs.3,38,41,271/- whereas
total turnover reported in the audited
statement is Rs.3,93,87,022/-. Hence the
differential amount of Rs.55,45,751/- has
been assessed vide order dtd. 30.11.2015
and created an additional demand of
Rs.6,94,532/- of
Rs.3,05,594/-,

with interest

The amount is under RR
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f o7 Case No. 78
Para Gist of the case Present position
| No. \
Audit compared the aggregate|SLNo.55 KTC Automobiles P I1.td

1 2.4(b)
|

i 32110361842 (2009-10)
figures of sales and stock transfer CTO, Special Circle II, Kozhikod

as per returns filed by the dealers|

with that of the certifiedI The audit objection is that sales turnover accounted in 13
statement of particulars filed in|&13 A is Rs.1,93,64,62,706/- and sales turnover returned is
Form No.13A enclosed with audit| Rs.1,48,31,95,191/-. There is a difference in turnover of
certificate and found that in 72 Rs.45,32,67,515/-.

cases in 31 assessment circles, On verification it is seen that the total sales turnover
aggregate of sales turnover and accounted in 13 &13 A for Rs.1,93,64,62,706/- consists of
stock transfer conceded in return intra-state stock transfer from Head office to branch for
was less than that in Form Rs.41,96,67,112/- and intra-state sale for Rs.1,51,67,95,594/-.

No.13A. Non-compliance of | Whereas, the total intra-state sale conceded in the return is

provisions of Section 42(2) was Rs.1,48,31,95,191/~. Hence the actual short reporting is
not detected by the assessing‘Rs.3,36,00,403/—. (Rs.1,51,67,95,594/- - Rs.1,48,31,95,191/-).
officers and same was notlAs per profit and loss account for the year ended 31st March
assessed to tax under Section 25. 2010, the dealer effected sales of used car for Rs.3,31,80,297/-
The resultant short payment of Hence short levy of tax is
tax including cess and interest
worked out to Rs.22.09 crore.;Rs.3,31,80,297/— @.5% Rs.1,65,901/-
Penalty of Rs.29.93 crore was|Rs.4,20,106/- @12.5%  Rs.52,513/-
also leviable in the above cases .
Tax due for the differential amount Rs.52,513/-(Rs.4,20,106 x
L 12.5%) has been already paid by the dealer vide chalan No.159
dated 29-3-2012 as shown as under:-

‘ Tax due @12.5% on 4,20,106 Rs.52,513/-

Cess Rs.525/- |
Dealer Name /|[KTC | Interest U/s 31(5) Rs.11,668/- |
ITIN Jﬁtudtomobiles P| penal Interest Rs.23,336/- |
| 32110361842 Rs.88,042/-
Year _ 2009-10
Turnover T 45_32__57,515/- Intelligence Officer, Squad No.Ill, Commercial Taxes,

escaped (Rs.) Kozhikode detected suppression in used motor vehicle sale for

s Plus) 8,69,82,036- | g 3 09,97,057/- vide his order No.TCR 09/2010-11 dated 4-
interest (Rs.)
1|06-2011 and the dealer paid this amount vide receipt No.296796

Penalty (Rs.) | 11,44,50,047/- |
'I - dated 4-6-2010 as under:-
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LU
Tax Rs.1,54,985/-
Cess Rs. 1,550/-
Interest Rs. 14,215/-
Compounding fee _Rs.1,56,535/-
Rs.3,27,285/-

| For the difference amount in the turnover of used motor vehiclel
'sale of Rs.21,83,240/-(Rs.3,31,80,297/- — 3,09,97,057/-) Tax
l@.S% has been paid by the dealer vide DDN0.842134 of SBT
dated 20-10-2015 for Rs.32,531/-

Tax due @.5% for Rs.21,83,240 Rs.10,916/-

| Interest for 66 months Rs. 7,205/-
| Penal interest Rs.14,409/-
‘ Total Rs.32,530/-

In the circumstances there is no short levy in this case.
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Case No. 79
Para - Gist of the case Present position -
No. -
2.4(b} | Audit compared the aggregate figures of sales Sl. No.56 Radiant Market Beams Pvt. Ltd.

and stock transfer as per returns filed by the 2l Wk ; e hik

dealers with that of the certified statement of

particulars filed in Form No.13A enclosed with Assessment in respect of M/s Radiant Market

|audit certificate and found that in 72 cases in|Beams Pvt Ltd was completed as per Order
31 assessment circles, aggregate of sales N0.32110364305/2009-10 dated 28-9-2011 of the
iturnover and stock transfer conceded in return| Assistant =~ Commissioner  (Special  Circle-II), |
'was less than that in Form No.13A.  Non- Kozhikode incorporating the escaped turnover|
'compliance of provisions of Section 42(2) was | pointed out in the report of the Accountant General!
'not detected by the assessing officers and same | and other defects found by the assessing authority
was not assessed to tax under Section 25. The  fixing the total and taxable turnover of the dealer at
resultant short payment of tax including cess|Rs.1,22,65,968/-. The above order was modified as‘
|and interest worked out to Rs.22.09 crore. per the directions of the Appellate authority and as|
|Pena1ty of Rs.29.93 crore was also leviable in|per the modified order, the taxable turnover was|
‘the above cases . reduced to Rs.1,19,37,810/-. As per the modified |

order dated 7-3-2014, tax due is Rs.78,494/- plusI

|| Dealer Name /TI_N } Ra_diant N Market_ interest of Rs.21,193/- was pending to be realised |
Beams Pvt Ltd from the dealer. Revenue Recovery action was
| 32110364305
initiated against the dealer as per the RRC No.16/14-
| Year 2009-10
15 and an amount of Rs.25,000/- is realised from |
|| Turnover escaped 2090339 .
(Rs.) the dealer under Revenue Recovery.
Tax plus interest (Rs.) ‘ BBSEOG_ || The dealer opted amnesty scheme 2020 and paid |
‘ Penalty (Rs.) 504481 the arrear amount in instalments and settled as per

challan no. KL01288133220202iE dated 21.11.2020
| 'X. 3,625/~ and no. KL022012229202021E dated|
‘ 30.03.2021 X. 14,498/- |
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‘ Case No. 80

Gist of the case Present position

Audit compared the aggregate figures| SLNo0.37 Wall N Floor _‘
32110777462 (2009-10)

| CTQ, Special Circle II, Kozhikode

returns filed by the dealers with that of|

I‘ the certified statement of particulars| M/s Wall N Floor filed annual return for the year 2009-10

filed in Form No.13A enclosed with'diSdDSing local sales turnover of Rs.4,97,29,992/-. But in |

of sales and stock transfer as per

Form 13 &I13A filed shows inter-state sale of
Rs.4,97,29,996/- and sales other Rs.9,31,138/-. This amount

|audit certificate and found that in 72
cases in 31 assessment circles,

is point upppression.
aggregate of sales turnover and stock | ™ P ed out as supppressio

: | Reason for the difference is that the Intelligence Offficer, |
'transfer conceded in return was less

} than that in Form No.13A. Non- Squad No.dl, Commercial Taxes, Kozhikode detected

suppressed turnover of Rs.9,31,138/- and offence was
compounded U/s 74 of the KVAT Act 2003 vide order
assessing officers and same was not NOTCR  7/2009-10 dated  30-01-2011 and collected
Jassesse d to tax under Section 25. The compounding fee of Rs.1,17,000 collected vide receipt |
No0.295420 dated 30-01-2010. The dealer also paid tax due

on 6-2-2010.
Subsequently Assistant Commissioner-I, Special Circle II,
Kozhikode completed the assessment w/s 25(1) of the KVAT

compliance of provisions of Section

‘42(2) was not detected by the

resultant  short payment of tax
,including cess and interest worked out
'to Rs.22.09 crore. Penalty of Rs.29.93

‘crore was also leviable in the above

Act dated 15-10-2010 assessing the suppressed turnover and

|cases.
| later modified this order as per VATA No0.1290/2010 dated |
Dealer Name //WALL N FLOOR| |
i TIN 32110777462 '24-11-2011 of Deputy Commissioner (Appeals), Kozhikode.
' Year 2009-10 ' The difference in account is due to incorporation of |
Turnover escaped 931142 W suppression detected by the intelligence wing and|
r(RS') i __|compounded departmentally U/s 74 of the Act as required w/s |
;I"Rax)plus interest 176487 22(10) of the Act. As assessment is completed ws 25(1) and

s.

Penalty (Rs.) T o300 0 tax due is collected the objection may be dropped.
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P Case No. 81
Para Gist of the case Present position
l No.
|2.4(b) Audit compared the aggregate figures of |S1.No.58 Crescent Woods

sales and stock transfer as per returns filed

Iby the dealers with that of the certified

staternent of particulars filed in Form
No.13A enclosed with audit certificate and
found that

circles, aggregate of sales turnover and stock

in 72 cases in 31 assessment

transfer conceded in return was less than that
in Form No.13A. Non-compliance of
provisions of Section 42(2) was not detected
by the assessing officers and same was not
The

resultant short payment of tax including cess

assessed to tax under Section 25.

and interest worked out to Rs.22.09 crore.
Penalty of Rs.29.93 crore was also leviable

in the above cases.

Dealer Name / TIN | Crescent Woods I
32111077184 |

Year 2009-10 I

Turnover  escaped 24,27,272(- .

(Rs.) J

Tax plus interest 3,50,564/- |

(Rs.)

| Penalty (Rs.) 4,61,268/-

32111077184 (2009-10)
CTO, Special Circle II, Kozhikode

Total sales turnover as per Audit Report - Rs. 94,28,464/-
Total sales turnover as per Annual Return-Rs. 70,01,192/-
Differential turnover - Rs. 24,27 272/-

On verification of the revised audited manufacturing,
trading and profit and loss accounts for the year 2009-10
submitted by the dealer shows following sales turnover.
Total turnover as per audit - Rs.94,28,464.00

As per revised manufacturing,
trading and profit and loss account -

Rs. 76,31,195.00
Difference - Rs.17,97,269.00

It is found that the dealer has accounted Rs.
17,97,269/- in manufacturing account as timber waste
transfer.

As per audit report Rs. 94,28,464.00

Rs. 70,01,192.00
Rs. 24,27,272.00

Sales as per Annual Return

As per manufacturing account Rs. 17,97,269.00

Timber waste transfer
Balance turnover Rs. 6,30,003.00
As per revised audit report
Sale declared by the dealer
As per Annual Return 2009-10

Balance turnover Rs.

Rs. 76,31,195.00
Rs. 70,01,152.00
6,30,003.00
Balance turnover of Rs. 6,30,003/- was already

assessed and the dealer paid tax accordingly as per Order

dated 23.12.2011.




M —
Para Gist of the case
No. F

Case No, 82

Present position

|2.4(b) EAudit compared the aggregate figures of sales and

stock transfer as per returns filed by the dealers
| with that of the certified statement of particulars
filed in Form No.13A enclosed with audit

| certificate and found that in 72 cases in 31

[ assessment circles, aggregate of sales turnover and
Istocl{ transfer conceded in return was less than that
in Form No.13A. Non-compliance of provisions
of Section 42(2) was not detected by the assessing
officers and same was not assessed to tax under

Section 25. The resultant short payment of tax

including cess and interest worked out to Rs.22.09
crore. Penalty of Rs.29.93 crore was also leviable

int the ahove cases .

Dealer Name / TIN 'Roshini Traders
132111236192
Year 2009-10
Turnover escaped (Rs.) 2184838 ]
| Tax plus interest (Rs.) 265599 )
' | Penalty (Rs.) 349473 |

S1.No.59 M/s Roshini Traders.

32111236192 (2009-2010)
CTO. Vadakara

The assessment has been completed ws.
25(1) of the KVAT Act as per order dated 31-
03-2012 assessing the incentive Rs 2,41,512/-
received by the dealer and the purchase
turnover of Rs. 3,02,999/- not reported in the
return filed by adding GP @ 10% and created
an additional demand of Rs., 22,253 /- cess
Rs. 212/- interest  Rs. 5,392/- as pointed out
in audit report. The demand has been realised
as per chalan No. 145/19-10-2012.
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Q ‘3 Case No. 83

Para Gist of the case Present position

2.4(b) Audit compared the aggregate figures of|SI.No.60 Mukkom Tyres
=il 32110759282 (2010-2011)
| sales and stock transfer as per returns filed | CTO.II Circle, Kozhikod
by the dealers with that of the certified

: : : The difference in sales turnover amounting to
statement of particulars filed in Form ference ounting

| No.13A enclosed with audit certificate and Rs.11,00,337/- between the annual return and audited

. . ments was assessed to tax b e Assistant
found that in 72 cases in 31 assessment P y th =

Commissioner, Special Circle, Kozhikode as per
order dated 25-10-2012,  Purchase and sales

circles, aggregate of sales turnover and
|stock transfer conceded in return was less
|

than that in Form No.13A Non- suppression was also detected in KVATIS Scrutiny,
| 13A.

which was also assessed as per the order, demanding

Rs.5,09,797/- towards tax and Rs.26,394/- towards

compliance of provisions of Section 42(2)

was not detected by the assessing officers

interest. The dealer filed appeal against this order.
and same was not assessed to tax under i PP & >

|Section 25. The resaliant short payment of The Deputy Commissioner (Appeals) modified the

| P . ) assessment with direction to delete the addition of |
tax including cess and interest warked out to

Rs.22.09 crore. Penalty of Rs.29.93 crore sales turnover amounting to Rs.3,86,572/-. The

. ’ assessment was modified accordingly as per order
was also leviable in the above cases . gy P

dated 7-1-2014 of the Assistant Commissioner,

: -Dealer Name / TIN :Mukk'om_Tyres ' E -y . |
12110759282 special circle II, Kozhikode as per which the demand
: | . | 2010-11 was Rs.1,66,411/- and interest Rs.23,298/- after
| ‘Tumover escapedi 11,00,337/- || adjusting payments already made against the original
| (Rs.) ‘ 3 order. This amount was paid as per chalan No.401
;fFa{X) plus interest 1,94,485/- \dated 8-3-2014. No amount is outstanding as per the
5. |

} ‘ Penalty_(RS.) 277.835/- || modified order.

PP A W A — I — e e— — _—
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p [} Case No. 84
Para Gist of the case Present position ]
" No. |
F2.4(b) Audit compared the aggregate figures of sales|SLNo.61 Manasi Initiatives

cases ,
‘Dealer Name / TIN rManasi Initiatives
132110921855

Year . 2010-11
Turnover escaped 30,55,163/-
(Rs.)

Tax plus interest (Rs.) 2,44,979/-

| Penalty (Rs.) | 3,49,969/-

and stock transfer as per retumns filed by the
dealers with that of the certified statement of
particulars filed in Form No.13A enclosed with
audit certificate and found that in 72 cases in 31
assessment circles, aggregate of sales turnover
and stock transfer conceded in return was less|
than that in Form No.13A. Non-compliance of
provisions of Section 42(2) was not detected by
the assessing officers and same was not assessed
to tax under Section 25. The resultant short
payment of tax including cess and interest
Rs.22.09 crore.

worked out to Penalty of

Rs.29,93 crore was also leviable in the ahove

32110921 2010-2011
CTO, 1V Circle, Kozhikode

The defect pointed out is that as per 13 &13A
filed during the year 2010-2011 the total sales
by the
Rs.6,51,34,259/- but in the annual return sales

turnover  reported dealer was
turnover declared is Rs.6,20,79,096/- only. Hence
there is a Turnover suppression of Rs.30,15,163/-
detected. When this fact noticed the assessing
officer issued a notice on 17-9-2012 to the dealer
to assess the turnover. In the reply the dealer
stated that the difference happened due to the non-
inclusion of discounts allowed in the sale bill.
After verification of the sale bills the assessing
officer canvinced that the discounts shown in the
bills issued will not form part of the turnover and
completed the assessment after accepting the

turnover in the return filed.
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016

Gist of the case

Case No. 85

Present position

| Audit comp_ared the aé_g.regate flgtires o_f_ sales
and stock transfer as per returns filed by the
dealers with that of the certified statement of
particulars filed in Form No.13A enclosed with
audit certificate and found that in 72 cases in
31 assessment circles, aggregate of sales
turnover and stock transfer conceded in return
was less than that in Form No.13A.  Non-
compliance of provisions of Section 42(2) was
not detected by the assessing officers and same
was not assessed to tax under Section 25. The
resultant short payment of tax including cess
and interest worked out to Rs.22.09 crore.

Penalty of Rs.29.93 crore was also leviable in

the above cases .

Dealer Name / TIN  |Sarasons Traders
32110954345

Year 2010-11

Turnover escaped 18,51,893/-

(Rs.)

| Tax plus interest (Rs.) 3,11,934/-

| Penalty (Rs.) 4,45,620/-

S_ﬁ\io.ﬁz Sarasons Traders
32110954345 (2010-11

CTQ, IV Circle, Kozhikode

The audit objection is related to short levy of
tax due to short reporting of sales turnover. A pre-
assessment notice was issued to the dealer by

proposing to assess the discount received

Rs.18,51,893/- on 6-12-12. Against the proposal

the dealer filed reply clarifying that the disputing
amount of Rs.18,51,893/- received from M/s
Hindustan Uni lever Ltd without disturbing the|
input tax credit and they had claimed any
deduction from their total turnover in respect of
trade discount scheme offered to them. The dealer
The |

assessing authority allow the claim and drop the

had also produced proof of the claim.

proposal. Hence there is no short levy of tax due to

short reporting of sales turnover in this case.




No.

Para

Gist of the case
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Case No. 86

Present position

2.4(b);Audit compared the aggregate

figures of sales and stock transfer
as per returns filed by the dealers
with that of the certified statement
of particulars filed in Form No.13A
enclosed with audit certificate and
found that in 72 cases in 31

assessment circles, aggregate of

sales turnover and stock transfer
conceded in return was less than
‘that in Form No.13A.
of
Section 42(2) was not detected by

Non-

compliance provisions  of
the assessing officers and same was
Dot assessed to tax under Section
25. The resuitant short payment of
'tax including cess and interest
worked out to Rs.22.09 crore.
Penalty of Rs.29.93 crore was also

|leviable in the above cases .

HDealer Name / [Future Retail‘
TIN Limited

\ +32090217952 {
Year 2009-10

| Turnover 171728441
escaped (Rs.)

| Tax plus interest, 18368548

|Bs. y

| Penalty 24169141

S1.No. 63 Future Retail Limited

32090217952(2009-10)
CTQ, Special Circle, Palakkad

The Accountant General has pointed out that, there was escaped
turnover of Rs.17,17,28,441/- in respect of the dealer for the year 2009-
10 on account of short reporting of sales turnover. The above dealer had
declared total sales turnover of Rs.98,65,56,122/- for the year 2009-10
whereas the total sales turmover accounted in the Audit Report is
Rs.1,15,82,84,563/-. There was a short reporting of sales turnover of |
Rs.17,17,28,441/- and the
Rs.1,69,86,577/-. |

In this regard it is submitted that during the year 2009-10 the

short levy was worked out to

company sold the retail sale business in the name of 'Big Bazar' as a
whole to Future Value Retail Ltd having TIN 32090555709, a dealer
under the jurisdiction, and stopped the retail business w.e.f. 31-12-2009.
The closing stock as on the date valued for Rs.17,17,28,441/- had beenI
wholly transferred to Future Value Retail Ltd. under agreement. _

Verification of the Audit Report of the Future Value Retail Limited, |
it is found that the dealer had accounted it as purchase in the trading |
account. As such there is no escapement of turnover in this case. There
is no liability to pay tax on the sale of business as a whole. As per the |
judgment in Deputy Commissioner V. DAT Pathi, dated 12-06-1985
Monsanto Chemicals of India (P) Ltd. V. State of Tamilnadu dated 15-
10-1981, the Hon'ble High Court had held that the sale of business as a

whole is not liable to tax. In the light of the above, there is no

!
'l escapement of the turnover.
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Q \ A Case No. 87
Iﬂ;a_N_o. S Cistof the case . Present position
2.4(b) |Audit compared the aggregate figuresi SI.No.64 Lord Krishn iate
of sales and stock transfer as per 2 2952 (2011-12
P TO, I Circl iruvananthapur

[returns filed by the dealers with that of |
the certified statement of particulars
filed in Form No.13A enclosed with
audit certificate and found that in 72
31

order

cases in assessment  circles

aggregate of sales turnover and stock

ltransfer conceded in return was less

The escaped turnover in respect of Subash, Lord
Krishna Associates, Thiruvananthapuram for the year
2011-12 for Rs.40,15,889/- has been assessed to tax vide
No32010612952/11-12
’| Additional demand created for Rs.1,99,655/- had been

dated 13-11-2013.

collected in 5 instalments detailed below:-

than that in Form No.13A. Non- |
I instalment Rs.25000/- |Cheque No0.433216
compliance of provisions of Section did 28-11-2013
42(2) was not detected by the|||[instalment  |Rs.52,600/- |Cheque N0.433220
assessing officers and same was not dtd 18-12-2013
\assessed to tax under Section 25. The | [ Instalment  Rs.38,800/- gtgeggeo?%gfizzl
liant  short t of t :
resuliant - short  payment  Of X[y 1nstalment | Rs.38,800/- | Cheque No.433222
including cess and interest worked out did 26-02-2014
to Rs.22.09 crore. Penalty of Rs.29.93 |V Instalment | Rs.48,700/- |Cheque No.433224
crore was also leviable in the above i e

| Thus the dealer had remitted the entire amount and no

dues are outstanding against the dealer.

cases .

Dealer Name / ‘Lord Krishna

TIN Associates
(32010612952

Year | 201112

Turnover escapedi 40,21,590/- !

(RS) 1 [

Tax plus interest 2,13,798/-

(Rs.)

Penalty(Rs.) 334,050 |




113

Case No. 88

21%
I

Para Gist of the case Present position
No.
2.4(b) |Audit compared the aggregate figures of|SI.No.65 The Mobilestore Limited

sales and stock transfer as per returns filed
by the dealers with that of the certified
statement of particulars filed in Form
No.13A enclosed with audit certificate and
found that in 72 cases in 31 assessment
circles, aggregate of sales turnover and
stock transfer conceded in return was less
than that in Form No.13A. Non-
compliance of provisions of Section 42(2)
was not detected by the assessing officers
and same was not assessed to tax under
Section 25. The resultant short payment of
tax including cess and interest worked out to
Rs.22.09 crore. Penalty of Rs.29.93 crore

was also leviable in the above cases.

32071623592 (2010-2011)
CTO, II Circle, Ernakulam

The assessment in respect of the above dealer for the

year 2010-11 was completed on 30-11-2012 by
considering the escaped sales turnover of Rs.86,24,437/-
and purchase suppression and stock transfer not proved
with necessary document and created an additional
demand of Rs.13,93,998/- (Tax due Rs.11,66,665/-,
Interest due Rs.2,23,333/-). Revenue Recovery Certificate
issued to the entire amount on 5-10-2013 to the Inspecting
Assistant Comrmissioner, Ernakulam. Against the order the
assessee filed appeal before the Deputy Commissioner
(Appeals), in KVATA 144/13 dated 29-01-2013 and the
Assistant Commissioner {Appeals), Ernakulam granted'

conditional stay with direction for remitting one third of

| Dealer Name / TIN
Year

Turnover  escaped
I(Rs.)

| Tax plus  interest
{Rs.)

Penalty (Rs.)

|the amount and dealer remitted Rs.4,64,666/- on the due
|date. The appellate authority upheld all the findings of the
assessing authority except the estimation of the purchase
turnover and direcied to reconsider the matter after
deducting a portion of the differential purchase of sales

turnover added. Hence the assessing authority modified

“|the assessment on 24.08.2017 creating a demand of Rs.

8,26,503/-. The modified amount has been intimated to

the RR authorities.
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m
/___\ ("' Case No. 89

Para Gist of the case Present position
No.

2.4(b) |Audit compared the aggregate figures of sales and stock|Sl. Neo. 66 Rams Electricals

. i 2010734542 (2010-2011
transfer as per returns filed by the dealers with that of the CTO. 11 Circle, Thiruvananthapura

certified statement of particulars filed in Form No.13A
enclosed with audit certificate and found that in 72 cases The assessment in respect of M/s Rams

in 31 assessment circles, aggregate of sales turnover and|Electricals for the year 2010-11 has been

|st0ck transfer conceded in return was less than that in|completed. The demand amounting to

Form No.13A. Non-compliance of provisions of Section|Rs.2,20,914/- is fully collected as detailed

42(2) was not detected by the assessing officers and same | below:-

was not assessed to tax under Section 25. The resultant| |Challan No & date Amount

short payment of tax including cess and interest worked| |351/20-04-2013 36,819/-

out to Rs.22.09 crore. Penalty of Rs.29.93 crore was also| | 159/04-06-2013 36,819/

leviable in the above cases. _5-385/02-08-2013 36,815/-
Dealer Name / TIN Rams Electricals 687/13-09-2013 73,638/

| 32010734542 $135/19-10-2013 | 36,183/-

Year 2010-11 Total - 2,20914)-
Turnover escaped (Rs.) 29,40,000/-

L:l"ax_ plEs interest {Rs.) . 2,58,442/- B
Penalty (Rs.)} T 3,69,203/-




! A
o - Case No.90
Para Gist of the case Present position
| No.
12.4@3) Audit compared the aggregate|SL.No0.67 S S Marketing

figures_ af sales and stock transfer as
per returns filed by the dealers with
that of the certified statement of
particulars filed in Form No.13A
enclosed with audit certificate and
found that in 72 cases in 31
assessment circles, aggregate of
'|sales turnover and stock transfer
conceded in return was less than
that in Form No.13A. Non-
compliance of provisions of Section
42(2) was not detected by the
assessing officers and same was not
assessed to tax under Section 25.
The resultant short payment of tax
including cess and interest worked
out to Rs.22.09 crore. Penalty of
Rs.29.93 crore was also leviable in

the above cases.

A

|
[20,000/-.

32071771664(2009-10) |
CTO, III Circle, Ernakulam

On verification of the annual return filed and audited
statement in Form 13 &13A it is seen that the turnover conceded
in the anmual return was less than that in Form 13 &13A.I
Certain other irregularities were also noticed and a notice U/s|
25(1) of the KVAT Act 2003 has been issued to the dealer,

Regarding the difference in turnover noticed in between the‘

audited report and annual return the reply filed by the assessee

was accepted since the differential amount represent the discount

The same has been

allowed to purchasers through invoices.
verified and considered in the assessment.

In respect of other irregularities the assessee has not
produced any valid explanations with proper evidences. In the
circumstances, the assessment has been completed as per Order |
No0.32071771664/09-10 dated 12-04-2012. The assessment has
been challenged before the appellate authority. The learned
Assistant Commissioner(Appeals) directed toe modify the
assessment as per order No. KVATA 1750/12 (2009-10) dated |

Dealer Name /15 S Marketingq 11-04-2014 of AC(Appeals), CT, Emakulam. In obedience of
E 32071771664 | the above, the assessment has been completed with certain|
Year | 2003-10 modifications as per Order No.32071771604/09-10 dated 23-12- |
Efft{lgr;over escaped| 6435764 ‘ 2014. As per modification order an amount of Rs. 52,559/- (tax‘
-T; p]us inte;esti 849670 1 — Rs. 35,999/- with interest Rs. 16,560/~) remitted by the dealer
(Rs.) vide chalan Nos. 162/11-03-2015 for Rs. 10,000/-,
Enalty (Rs.) ] 1117986 4 04/13-04-2015 for Rs. 22,559/-, 96/30-03-2015 for Rs.
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Para No. I

[

2.4(b)

Gist of the case

Audit

|aggregate figures of sales and

compared

stock transfer as per returns
filed by the dealers with that

lof the certified statement of

the‘
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ey ! i Case No, 91
Present position
Sl. No.68 Kay Kay Exports

32071775624 (2010-2011)

CTO, I1I Circle, Ernakulam

The Accountant General had pointed out that verification of
the annual return filed for 2010-11 with the Audit Report filed in form
13 & 13A has revealed a difference of Rs.55,49,583/- in the sales

particulars filed in Form turnover as follows:-
‘N0.13A enclosed with audit|Total turnover conceded in the Annnal Return

certificate and found that in Total turnover for 10-11 as per Audit Report

:Rs.22,41,34,258/-
:Rs.22,96,83,841/-

72 cases in 31 assessment
icircles, aggregate of sales

turnover and stock transfer

of

‘provisions of Section 42(2)

Non-compliance

‘'was not detected by the
lassessing officers and same
was not assessed to tax under
Section 25. The resultant

short payment of tax
including cess and interest
‘worked out to Rs.22.09
Penalty of Rs.29.93

crore was also leviable in the

crore.

above cases .

Dealer Kay Kay1

| Name / TIN Exports
132071775624

ir T

iYear - 2010-11

Turnover | 55,49,582/-

escaped

(®Rs) o

Tax  plus| 3,13,884/-

interest

(Rs.)

|7

Penalty 4,48,406/-

(Rs.)

conceded in return was less |
than that in Form No.13A.!

Difference noted :Rs.  55,49,583/-
The objection has been verified with the books of accounts. For the

difference noted in the total turnover the explanation is as under:-

:Rs.55,49,583/-

:Rs.42,18,564/-

Turnover difference
Less Exchange rate difference in export sales

Difference in local sales on account of
sales returns received as damaged goods

:Rs.13,81,124/-
Excess sales turnover declared in KVAT Return
:Rs.50,105(-) in KVAT Return
The dealer is an exporter of Shrimps and Seafoods which are
perishable items. These items are exported and exemption is claimed
on the turnover. No tax is remitted for the export sales. At the time of
export, the prevailing foreign exchange rate of rupee is calculated
provisionally and monthly return is filed accordingly. Usually the
exchange rate of rupee varies as the actual realisation of the bills of
export takes 30 to 90 days from the date of shipment. Hence the actual
exchange rate differ from the assumed exchange rate. As the monthly
returns are filed within 15 days of succeeding month the provisional
foreign exchange rate of rupee is taken for calculation of the turnover.
Hence actually there is no difference in export sales when compared to
the annual retwrn and audit report. It is because of the variation of

exchange rate only. Since the sales turnover is export sales, the

| assessee is eligible for exemption on exports and no tax payment is due

as there is no difference in the sales turnover. The dealer has produced
details for the value of exports amounting to Rs.20,73,14,839/-. Since
the annual return is only the consolidation of monthly returns and
hence the value of export sales has been proved based on the Audit
Report of Export Sales. The difference of Rs.42,18,564/- is only
because of the variation of exchange rate of rupee.

The audit report is filed at a later date and by this time all the
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- * *

.bills of export sales will be realized and the exchange rate of money
shall vary from the date of shipment to actual realisation of cash.
Hence the sales turnover will be calculated accordingly and hence in
the Audit Report total sales is Rs.20,73,14,839/- only. Certain items
sold shall be rejected and these being perishable items are not usable
again and are damaged and is accounted as sales returns. In the
monthly return these sales return were not accounted. The difference in
local sales on account of sales returns is for Rs.13,81,124/- for the year
2010-11. The dealer has declared this amount in the P&L Statement
which was filed along with the Audit Report. Only at a later stage the
actual amount of sales return shall be calculated in the case of this type
of business of export of shrimps and perishable food items. These
sales returns were accounted in the net sales at the time of filing of the
Audit Report with P&L statement in 13 & 13A. Considering the reply
the draft para may be settled.



Case No. 92

|—Para No.

Gist of the case

Present position

2.4(b)

Audit compared the aggregate figures of sales and/
stock tranisfer as per returns filed by the dealers with |
that of the certified statement of particulars filed in

Form No.13A enclosed with audit certificate EmdI

aggregate of sales turnover and stock transfer
conceded in return was less than that in Form
No.13A. Non-compliance of provisions of Section
42(2) was not detected by the assessing officers and
same was not assessed to tax under Section 25. The

resultant short payment of tax including cess and

interest worked out to Rs.22.09 crore. Penalty of

Dealer Name / TIN 'Neha Leather
32071753001
Year 2011-12
|| Turnover escaped (Rs.) 10224419
Tax plus interest (E{s: 1 1_.58_31—(-58 i
|| Penalty(Rs.) 2473701

S1.No.69 Neha Leather
32071753001 (2011-12)
CTO, Special Circle 11, Ernakulam

Based on audit objection, assessment for the

found that in 72 cases in 31 assessment circles, year 2011-12 relating to the dealer M/s Neha

Leather has been completed vide Order
N0.32071753001/11-12 dated 30-04-2014 by
assessing the escaped sales turnover as well as
other irregularities noticed. The additicnal
demand created according to the above order is
given as follows:-

Tax due  :Rs.19,97,477.00

Rs.29.93 crore was also leviable in the above cases . | Interest  :Rs. 4,99,369.00

:Rs. 24,96,847.00

No.E39/2017-18 dated 05.04.2017

|The- demand is under RR proceedings vide RRC'
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224

Case No. 93
Para Gist of the case Present position
No.
24(b) [Audit compared the| S1.No.70 Western IT distributors, Sheeja

aggregate figures of sales
and stock transfer as per
returns filed by the dealers
with that of the certified
statement of particulars filed
in Form No.13A enclosed
with audit certificate and
found that in 72 cases in 31
assessment circles, aggregate
of sales turnover and stock
transfer conceded in return
was less than that in Form
No.13A.  Non-compliance
of provisions of Section
42(2) was not detected by
the assessing officers and
same was not assessed to tax
under Section 25. The
resultant short payment of
tax and

including cess

interest worked out to

Rs.22.09 crore. Penalty of
Rs.29.93 crore was also

leviable in the above cases .

Dealer Name | Western  IT

/ TIN Distributors
13207188540
)

Year 2009-10

Turnover 8221603

escaped

(Rs.) !

Tax plus! 536199

interest {Rs.)

Penalty (Rs.) 705526

32071885402 (2009-10)
CTO, IV Circle, Ernakulam

The dealer Smt. Sheeja Jose, M/s Western IT Distributors, Ernakulam

is an assessee engaged in the business of IT and electronic products. The
dealer conceded a total and taxable turnover of Rs.30,33,74,858.36 and
Rs.30,29,88,758.36 respectively for the assessment year 2009-10 and self
assessed to tax under section 21 of the KVAT Act,2003. During local
audit, the AG observed that the dealer has sold goods at a price lower than

the purchase value and resulted in gross loss of Rs.51,53,834/- as shown

below:-

Opening stock ‘Rs.  79,96,293.00

Purchases less purchase return :Rs.31,26,04,686.00 |
Freight :Rs. _ 6,23,729.00 |

‘Rs.32,12,24,708.00
:Rs. 1,27,33,662.00

Less Closing stock

Cost of goods sold :Rs.30,84,91,046.00
Sale value conceded 2Rs.30,33,37,.212.00
Gross loss :Rs.  51,53,834.00

The assessing authority after verifying the annual return and audited

statements reported the following;:-

Turnover Annual return | Audited Difference
Report

Local sales less return  |30,22,80,253 30,26,41,792 |3,61,539
IOthers(Trade discount) |- |7.‘:’!,72,268 78,72,268
|Inter-state sales 3,09,320 3,09,320 - |
| Export sales '3,86,100 I3ge00 -

I 1302075673 |31,12,09480 8233807 | |
| Cash discount received | - 57,93,076  |57,93,076
I‘Incgnt_ive received - 6,33,135 6,33,135 ‘

In audit report in form No.13A the trade discount Rs.78,72,268/- were

shown as others.
For the above reasons and since the dealer was in receipt of trade

discount, cash discount and incentive, the assessing authority issued

notice to assess the said incomes along with the local sales value
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difference U/S 25(1) of the KVAT Act 2003.

In response to the notice, the dealer filed objections against the |
proposals. In the annual return the dealer showed sales value deducting
cash discount allowed in bills. But in audit report, sale value happened to
be inclusive of cash discount. Assessee produced a certificate issued by
the auditor in this regard. So the claim was accepted and proposals to|
assess under this head was dropped. The claim of cash discount received

Rs.57,93,076/- were verified. The cash discount received shown in the

profit and loss account is received through bills. Amount before discount
is accounted in purchase and hence cash discount is accounted under theT
head cash discount received. Assessee claimed input tax only for neti
purchase value. Hence this amount is not assessable and the proposal in
this regard was dropped. The trade discount Rs.78,72,268/- and incentive
Rs.6,33,135/- were assessed vide assessment order dated 12-10-2012.
The difference between the returns and audited statements relating to
discounts and incentives can be disclosed only in audited statements. The
assessing authority verified and completed the assessment after
verification of the documents produced and allowed cash discounts and
local sales difference and the remaining portion of turnover was assessed
to tax. In the instant case, the entire alleged differential turnover were

reflected in the audited statements. So there is no suppression in turnover

considering the accounting practice. The tax due on the above turmover
were assessed with interest and the dealer paid the entire demand of f
Rs.1,78,836/- as per chalan No.32 dated 29-12-2012. Hence there is nol
loss of revenue involved at present due to the regularisation of defects on
revising the assessment for the year 2009-10 and the remittance of dues
by the dealer.

On coming to the penalty aspect, it is reported that the penalty need
not be imposed on the dealer in the present case. The entire differential
turnover in the return were properly accounted in the audited accounts of
the dealer. The dealer has paid the entire demand raised as per the
assessment order with interest.

For the reasons stated above, there is no short levy of tax.
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2‘ 6 Case No. 94
Para Gist of the case Present position
‘ No. |
E
| 24(b) |Audit compared the aggregate|Sl.No.71 Western IT Distributors Sheeja ]

figures of sales and stock transfer |

as per returns filed by the deaiers‘

with that of the certified staternent

32071885402 (2010-11)
CTO, IV Circle, Ernakulam

The dealer Smt. Sheeja Jose, M/s Western IT Distributors,

of particulars filed in Form|Emakulam is an assessee engaged in the business of IT and

No.13A

enclosed with

audit | electronic products.

The dealer conceded a total and taxable‘

certificate and found that in 72| turnover of Rs.35,25,29,667/- for the assessment year 2010-11 and

cases in 31 assessment circles, | self assessed to tax under section 21 of the KVAT Act,2003. '

aggregate of sales turnover and

stock transfer conceded in return

less than

No.13A,

was

that

in Form

Non-compliance of

provisions of Section 42(2) was

not detected by the assessing

officers and same was not assessed

to tax under Section 25.

During local audit, the AG observed that the dealer has sold |

goods at a lower price than the purchase value and resuited in a
gross loss of Rs.20,06,910/- as detailed below:-

Opening stock
Purchases less return

Freight

The | Less Closing stock

resultant short payment of tax|Cost of goods sold

including cess and interest worked | Sale value conceded

|
out to Rs.22.09 crore. Penalty of Gross loss

:Rs. 1,27,33,662.00
:Rs.35,62,38,191.00
:Rs.  2,48,266.00

'Rs.1,45,42,145.00
:Rs.35,46,77,704.00
:Rs.30,84,91,046.00

:Rs.35,26,70,794.00

:Rs.20,06,910.00

Rs.23.93 crore was also leviable in | In order to make good the loss, the seller allowed discount to the|

the above cases.

dealer which forms part of the turnover liable to be assessed to tax.

Verification of annual return and audited statement revealed the

Dealer Name /| Western IT
TIN Distributors
32071885402

Year 2010-11
Turnover 9541602
escaped {Rs.)

Tax plus 560660
interest (Rs.)

Penalty (Rs.) 800942

following.
Turnover. [Annual Retur_n _—Audited Report
Iocal sales @4% 34,59,72,867.261 34,63,80,599.46 |
(-) Sales return I 5,58,912.00
B 34,50,72,867.26]  34,58,20,687.38
Local sales @12.5% 64,66,800.33 64,62,276.43
Inter-state 90,000.00 90,000.00
o 35,25,29,667.59
Export 2,97,830.00| |
Trade discount 88,40,564.10
rreceived | |
Cash discount 56,00,645.52
| received |
1Incentive received 4,16,583.86 .

l
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As per audit report in form No.13A, the trade discount of |
Rs.88,40,564.10 were shown as others. For the above reasons and
since the dealer was in the receipt of trade discount, cash discount
and incentive, the assessing authority issued notice to assess the said
incomes under section 25(1) of the KVAT Act 2003. As per the
Ibalémce sheet the tax payable by the dealer is Rs.3,10,366/- also |

directed to be remitted with interest, was also included in the 25(1)|

| natice.
In response to the notice, the dealer filed their objections against
the proposals. The reply was examined by the assessing authority.
The claim of cash discount received for Rs.56,00,645/- for|
prompt payment through invoice were allowed since the dealer
claimed input tax only after deducting the cash discount. Regarding|
the tax payable as per the balance sheet, it was submitted that it was
a provisional entry for paying tax against trade discount received
for the financial year 2010-11 and also for the payment of tax for
March 2011. As the assessee paid tax for March 2011 in the return

of April 2011 and trade discount are assessed in the order, that

amount was deleted from the assessment. The trade discount of|
Rs.88,40,564/- and incentive Rs.4,16,583/- were assessed vide
assessment order dated 31-12-2012. The difference between the
returns and audited statements relating to discounts and incentives
can be disclosed only in audited statements. The assessing authority

verified and completed the assessment after verification of the

|documents produced and allowed cash discount and remaining

portion of turnover was assessed to tax. In the instant case, the

entire alleged differential turnover was reflected in the audited
'statements, so there is no suppression in turnover considering the
|accounting practices. The tax due on the above turnover were
.assessed with interest and the dealer paid the entire demand of |
Rs.4,67,860/- as per Chalan No.346/01.03.2013- Rs.l,OO,OOO/-,I
No0.413/30.3.2013 Rs.2,00,000/- and No.68/12-04-2013
Rs.1,67,860/-. Hence there is no loss of revenue involved at present
due to regularisation of defects on revising the assessment for the
year 2010-11 and the remittance of dues by the dealer.

In the present case, penalty need not be imposed on the dealer.
The entire difference turnover in the return were properly
|accounted in the audited statement of the dealer. Moreover the trade

:discounts and other incentives can only be disclosed in the audited|
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statements. [t cannot be disclosed in the returns. Since the dealer

has paid the entire demand raised as per the assessment arder, with
interest, penalty need not be imposed on the dealer .

‘ For the reasons stated above, there is no short levy of tax at|
|present. The audit objection regarding the revenue loss and

imposition of penalty may please be dropped. '
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P-4 Case No. 95
Para W Gist of the case Present position
| No.
‘2.4(b) Audit compared the aggregate SLNo.72 Malhotra Marketing Private Ltd.

32071893704 (2009-10)
CTO, IV Circle, Ernakulam
as per returns filed by the dealers| M/s Malhotra Marketing Pvt.Ltd, 39/1403, Chittoor Road,

with that of the certified statement

figures of sales and stock transfer

Valanjambalam, Ernakulam is a registered dealer dealing in items

of particulars filed in Form No.13A |such as shaving razors, shaving blades, shaving lotion, cream,
enclosed with audit certificate and brushes and Medicines.

found that in 72 cases in 31 The Accountant General has pointed out turnover escapement to
assessment circles, aggregate of|the tune of Rs.31,20,508/- or the year 2009-10 as detailed below:-
sales turnover and stock transfer|Total turnover as per accounts :Rs.6,06,11,442.00

. |
conceded in return was less than|Total turnover conceded in the return :Rs.5,74,90,934.00

that in Form No.13A. Non- | Turnover Escaped :Rs. 31,20,508.00
compliance of provisions of The total turnover returned and as per form 13 ,13A is as under:-
Section 42(2) was not detected by Turnover as per| Turnover as per Difference
the assessing officers and same was || _ |return 13, 13A |
ot assessed to tax under Section| Local Sale | Rs.5,74,33,354 Rs.57433354  NIL|
25. The resultant short payment of Stock transfer Rs. 57,580 Rs.55,344 +Rs.2,236
out
tax including ce d interest|’ 1 ' 1 —
uding - cess and 1 Others | - Rs31,22,744 -Rs.31,22,744]
2. JF— =— . — L ho |
worked out to Rs.22.09 crore. 0 Rs.5,74,90,934| Rs.6,06,11,442  Rs.31,20,508
Penalty of Rs.29.93 crore was also ' ' '
leviable in the above cases . The difference in value is analysed as under:-

1.5tock transfer out Rs.2,236/-
| As per the annual return the dealer returned Rs.57,580/- as value
lof stock transfer out and filed form F declaration. The value

returned is inclusive of tax with cess @4%. The value conceded in

r_— [ ‘ » -
Dealer Name / Malhotra form 13, 13A as Rs.53,344/- 15 excluding the tax element and have
TIN Marketing

Private Limited the difference.

32071893704 2. Others -Rs.31,22,744/-

Year 2009-10 Verification of the trading and profit and loss account and
Turnover | 3120508 annexures attached to audit report revealed that, this amount
escaped (Rs.) . . )
- represent the value of free quantity supplied by the dealer as sales
| Tax plus interest 598825 o .
' (Rs.) 'promotion items such as shaving razor, blade, cream, lotion and
' Penalty (Rs.) ' 787928 | brushes which were issued to them for free supply by their suppliers
| M/s Laser Shaving Products (P) Ltd, Ernakulam with TIN
| 32070394912.

On verification of the purchase bills as well as sales bills of the

above items , it is noticed that the quantity given as free supply has
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'been separately shown in the bills with NIL value.

Since the dealer has shown value against the free quantity
received and supplied, the assessing authority enquired the reasons
for showing the value and in reply the dealer has stated that they are
generating the value at the time of receipt of free quantity as well as
issue of the same at the rate, the purchase/ sale is made and is only
to know the total value of free quantity received and issued during
the year, and no consideration in this regard is paid or received. The
dealer has also shown the value on free quantity received in the 13
&13A.

In this regard, the assessing authority reported that on
verification of the details regarding the free supply, it is noticed that
'as per annexure K&N to trading and profit and loss account, the
|t0tal quantity received for free supply was Rs.63,907.38 packets
with value Rs.31,22,744.07. This shows that, the dealer has effected
free supply of Rs.3196.92 packets for Rs.5,90,533/- in excess than
' what was received for free supply.
| Since this excess free supply is made from the purchase on which
ITC has been availed, the input tax credit and cess availed to the
tune of Rs.74,577/- has been disallowed and added back to the dues
Ialong with interest of Rs.14,166/- as per this office proceedings
|dated 9-11-2011 and the assessee remitted the above tax dues as per
| chalan No.375 dated 11-01-2012.
I On an analysis of the facts it can be seen that since the free
supply received and issued were effected without any consideration
' paid or received and the input tax claim with cess and interest on the
excess free supply were rejected and the assessee settled the dues,

the observation of the Accountant General is not sustainable
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Case No. 96

Para Gist of the case Present position
No. | )
2.5.1(a) |M/s. Stanes Trading Co., was a|2008-09 '

dealer in ingredients for bakery
products which included various
types of margarine. As per the

purchase invoices filed by the

assessee they had purchased
bakery vanaspathy which
nothing but margarine for

Rs.46.73 lakhs, Rs.86.71 lakhs
and Rs.1.26 crore during 2008-09,
2009-10 and 2010-11
respectively. The assessee sold
this during the respective years
along with the other
Audit, found that the
included the

turnover of margarine, which is

bakery
products.
assessee sales
taxable at 12.5 per cent, in the
turnover taxable at four per cent.
The assessing authority did not
the
the

resulted in short levy of tax, cess

assessment
This

complete
rectifying defect.
and  interest

Rs.30.33 lakhs.

amournting  to

= conditional stay on remitting 50% and accordingly the dealer

Assessment was finalized vide order dtd.17-10-2011
assessing the sales turnover of margarine @ 12.5% creating
| demand of Rs.4,97,939/-. The assessee preferred appeal before

the Deputy Commissioner(Appeals), Thiruvananthapuram. As

per order dated 12.12.2011, the appellate authority granted

remitted Rs.2,48,970/-. Subsequently, the appellate authority
disposed the case vide KVATA 268/2011 did.16-07-2012
directing the assessing authority to re-examine the case by
verifying the books of accounts only after giving opportunity
for personal hearing. Accordingly modified order was issued
vide order did.03-02-2014 creating additional demand of
Rs.6,09,020/-. Meanwhile the assessee filed WP(C) before the
Hon’ble High Court WP(C) No.
28274/2014(H), but the Hon’ble Court dismissed the case in

of Kerala vide

favour of department. The demand was reported to Revenue
Recovery proceedings before the District Collector,i
Thiruvananthapuram vide RRC No. 2016/6024/01 dated

05.04.2016 which was still pending before the revenue

recovery authorities without effecting payment of tax dues.
|
i 2009-10

The commodity margarine was assessed @ 12.5% vide
dtd.25-06-2013  creating
Rs.10,83,765/-. Thereafter, the assessee filed WP(C) before

‘ order additional demand of

|the Hon’ble High Court of Kerala and obtained order from the
\Hon’ble Court in W.P(C) No0.24063/13 dated 03.10.2013
| directing the appellate authority to dispose the appeal within
DC (Appeals) vide KVATA-151/13 dtd.13-12-

The demand was reported to

two months.

2013 dismissed the appeal.

Revenue Recovery proceedings before the District Collector,
| Tvpm. Having received the appellate order, the appellant

preferred appeal to the Hon’ble Tribunal, Additional Bench,

Thiruvananthapuram. The appellate authority heard the case

|
as per law and disposed the case in favour of the department.

The revenue recovery proceedings are still pending before the
District Collector even though repeated reminders furnished to

lthe concerned revenue authorities. |
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2010-11

The commodity margarine was assessed @ 12.5% vide
order dtd.27-07-2013 creating additional demand of ‘
[Rs.14,53,154/-, Thereafter, the assessee file WP(C) beforei
the Hon’ble High Court of Kerala and obtained order from the
Hon’ble Court in W.P.(C) N0.24089/13 dated 03.10.2013|
!directing the appellate authority to dispose the appeal within
Itwo months. In obedience to the Hon'ble High Court of
Kerala, the appellate authority examine the case and dismissed
in favour of the department. The demand was reported to
Revenue Recovery proceedings before the District Collector,
Tvpm. Vide RRC No. 2016/6027/01 dated 06.04.2016.

|Having received the appellate order, the appellant preferred

' appeal to the Hon’ble Tribunal, Additional Bench,
‘Thiruvananthapuram. The appellate authority heard the case‘
'as per law and disposed the case in favour of the department.
‘ The revenue recovery proceedings are still pending before the
| District Collector even though repeated reminders furnished to

the concerned revenue authorities.
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/ 3 9 Case No. 97

Para No.

Gist of the case | Present position

2.5.1(b)

M/s. Giby Traders, Ernakulam was a Assessment in respect of M/s. Giby Traders, Ernakulam
dealer in Bakery products , for the assessment years 2011-12 was completed vide order
Margarine, Edible Oil etc. During|dated 30.10.2013 creating an additional demand of X.
2011-12 they filed annual return|22,45,082/-. Against this assessment order, the assessee filed
conceding turnover of . 3.85 crore 'appeal before the Deputy Commissioner{A), Ernakulam and
taxable at 4%. Audit scrutinised the |the appellate authority dismissed the appeal vide Order No.
purchase invoice of the assessee and KVATA- 179, 180, 181/2014 dated 18-06-2014. Revenue
found that during the year theylrecovery steps have been initiated for realizing <.
purchased margarine for . 2.15(23,02,648/- (including interest) vide RRC No. A2/75/13-14
crore. However, corresponding sales|dated 21-01-2014 by Assistant Commissioner (Assmt.),
turmover was not assessed to tax at|Special Circle-I, Ernakulam.

correct rate of 12.5% . The assessing The assessee filed appeal before the Hon’ble KVAT
authority also did not assess the tax at | Appellate Tribunal, Ekm. In a common order vide TA(VAT
correct rate. Application of incorrect|Nos. 495,496 & 497/2014 dated 29.12.2015 for the years
rate of the tax resulted in short levy of [2009-10, 2010-11 & 2011-12, the Hon’ble Tribunal held
tax, cess and interest of X. 22.67 lakh. {that by virtue of Entry 64(8) of SRO 82/06 and the
description of the commodity with HSN code 1517.10, all

|margarine except liquid margarine are liable to attract
thigher rate of tax. Hon’ble Tribunal find no impropriety in
respect of levy of tax relating to sales turnover of margarine
@ 12.5% for the year 2011-12.

The OT revision filed by the assessee against the order of
the KVATA Tribunal, Ekm was rejected by the Hon’ble
High Court of Kerala vide order No. OTR No. 132/16 dated
|04.02.2019 of the Hon’ble High Court of Kerala answering
ithe question in favour of the revenue with the observation
lr_hat margarine is separately classified under SRO 82/06 at
various rates for subject years at higher percentages than
that of edible oil. In the order, the Hon’ble HC of Kerala
referred the decision of the Hon’ble Supreme Court of India
in SLP No. 29223/14 dated 30.09.2016 which dismissed the

Special Leave Petition filed by Soudamini Sivadas,

Proprietrix, SS Traders vs. State of Kerala and others on the

same issue.
In these circumstances the assessee is liable to pay the
demand created for the year 2011-12 which is now under

1 revenue recovery.
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ase No. 98

Para No.

Gist of the case

Present position

2.5.1(c)

The audit scrutiny at the
Office of the
Commissioner, Special Circle

(Produce),

Assistant

Mattancherry

revealed certain irregularities

Assistant

Commissioner{ A),

Special

Circle

Based on the audit objection, assessments for the years 2006-07 to
2011-12 were completed U/s.25(1) of the KVAT Act by the

(Produce),

Mattancherry and made good the short levy of tax pointed out by

the Accountant General vide orders mentioned below.

in respect of M/s. Ruchi Soya
Year Date of Assessment Order
Industries Ltd.,, Cochin, a| ST
dealer engaged in trading of 2006-07 28.03.2014
edible oils, bakery products 2007-08 28.03.2014
etc., leading to a short levy of 2008-09 19.02.2014 I
tax due to application of |
. 2009-10 10.03.2014 |
incorrect rate of tax.
2010-11 06.10.2014

During the period from 2011-12 31.10.2013
2006-07 to 2011-12  (six|
years), the assessee self

The details of tax levied and collected are given below:

assessed to tax the sales

turnover edible oils other than

coconut oil amounting to

Rs.17.26 crore at four per cent.|

IAudit scrutiny found that this||

| turnover included sales

turnover of bakery vanaspathy

amounting to Rs.17.26 crore

'which is  nothing but!

margarine. Though margarinel
was taxable at 12.5 per cent its

sales turnover was assessed at |
four per cent only. The
assessing authority also did not
assess tax at correct rate. This
resulted in short levy of tax,
cess and interest of Rs.2.12

crore.

2008 6,64,49,614.00
| -09

[ |
Year | Turnover of | Balance tax Amount Chalan No.
| vanaspathy | with cessand | collected Date
| assessedat | interest due
higher rate of | including other |
12.5% defects (after
| .
deducting the
amount already
paid) ' |
| | |
[ 2006 | 5,94,48,616.00 84,59,900.00| 84,59,903.00| 148 /17.05.14
|
130/29.08.14
|
151/31.10.15
l — — e — L
| 2007  2,78,16,268.00 17,92,860.00 17,92,8600.00| 150/ 17.05.14
131/30.8.14
7/03.11.15

26,22,655.00

2171583200 26.72,463.00

26,22,656.00

26,72,463.00

252/13.03.14

132/30.8.14

155/03.11.15

80/17.5.14
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2010 3,47,9(),18_1.0. 28,33,453.00 28,33,453.00 16/30.10.14

-11 .
|

2011 | 38,71,596.00 31,39,215.00| 31,39,215.00| 5-141/24.12.13

-12 '

Total 2,15,20,546.00 | 2,15,20,550.00

Hence there is no arrear outstanding in this case.




¢ :{ 4 Case No. 99
Para Gist of the case Present position |
No.
2.5.1 |M/s.SSD Qil Mills Company On the basis of the findings of the Accountant General, the
(d)

Ltd, Cochin was a dealer in
edible oils, margarine, bakery

products etc. Audit found that

| the assessee self assessed the tax

jon their sale turnover of
| margarine for Rs.3.03 crore and
| Rs.3.20 crore for the year 2010-
11 and 2011-12 at four per cent
instead of the correct rate of 12.5
percent. The application of
incorrect rate of tax resulted in
short levy of tax, cess and

interest of Rs.65.83 lakh

completed as follows:-

assessment for the years 2010-11 and 2011-12 have been

Date of : Interest (in | Total (in
Year Order Tax (in Rs.) Rs.) Rs))
03~ 2
10-11 2290{1)?1 26.72,650.00 9,62,154.00| 36,34,804
11-12 25,9[;23 28.11,791.00 6,74,830.00| 34,86,621
TOTAL 71,21,425

| Rs. 5,26,180/-
Rs. 6,68,162/-
| Rs. 6,68,162/-
Rs. 8,10,146/-

RR proceedings have been initiated vide RRC No.48/14 and
49/14 dated 12.06.14 for the assessment years 2010-11 and 2011-
12 respectively and later RRC was issued to ﬁistrict Collector,
Ekm. Vide RRC No. 19/15-16 dated 09.09.2015.

For the year 2010-11, the assessee opted amnesty scheme
2017. The whole interest amount is waived off and the tax paid

in four installments. The challan details are given below:

- KL007026392201718M/16.11.2017
- KL007622345201718M/16.11.2017
- KL008641680201718M/27.12.2017
- KL.0O08973531201718M/27.12.2017

| For the year 2011-12, the dealer opted amnesty scheme 2019.

|The dealer completed the payments of tax in installment as

| shown below:

Rs. 2,58,544/-
Rs. 2,58,544/-
| Rs. 2,58,544/-
Rs. 2,58,544/-

KL006289477201920M/25.08.2019

KL07683537201920M/03.10.2019

KL009393823201920M/13.11.2019

KL01287477201920M/16.01.2020




Case No. 100

Para
No.

B
(e)

Gist of the case

Present position

M/s. Manu Enterprises,
Cochin was a dealer in edible
oil, margarine etc. Though the
assessee was dealing mainly
with margarine, the sales
turnover of margarine for X.
9.99 crore, X. 11.71 crore, X.
17.92 crore and X. 25.46 crore
for the years 2008-09, 2009-
10, 2010-11 and 2011-12
respectively were assessed to
tax at 4% instead of 12.55
treating it as edible oil. The
application of incoorect rate of
tax resulted in short levy of
tax, cess and interest of

X. 7.27 crore.

Assessment records for the years 2008-09 to 2011-12
were verified in the light of the audit objection. The
assessee deals with edible oil and margarine. But in the
annual return, the entire turnover was conceded as edible
oil. The audit has taken the entire amount towards
margarine, On verification of books of accounts the

turnover of margarine was ascertained as below:

2008-09 :X.5,09,32,140/

2009-10  :X. 4,86,62,025/-
2010-11  :X.7,11,11,200/-
2011-12  : X.9,94,71,881/-

Based on audit, assessments for the years 2008-09 to
2011-12 were completed and the turnover related to
margarine was assessed to tax @ 12.5%. The Addl
demand created (differential rate of 8.5% with interest)
was to the tune of X. 3,24,24,777/- as under:

Sl | Assmt. lAssmt. Order No./Date Addl. demand
No | Year 'created and int.
1 |2008-09 |32071628305/31-12-13 'T. 68,64,866
2 [2009-10 |32071628305/21-12-13 |, 60,557,569
3 [2010-11 [32081628305/30-06-14  'X. 87,42,368
'Lzon-u _;32071628305/04-08-14 |T107,59974

! 1 Total X.3,24,24,777

The appeal preferred by the dealer before the Deputy |
Commissioner{ Appeals) was dismissed. Aggrieved by
this order, the dealer has preferred second appeal before
the Hon’ble Tribunal. The Hon’ble Tribunal has upheld
the findings of the DC(A), Ekm. and dismissed the
appeal filed by the dealer.

In the light of the above, the dealer remitted the arrears

through the RR authority as follows:
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Year Amount paid Challan No. & Date
2008-09 | Rs. 79,14,546/- | 44/23.12.2016
2009-10 | Rs. 74,06,114/- | 44/27.12.2016
2010-11 Rs. 1,17,29,717/- | 2/27.12.2016

Rs. 1,27,01,353/- | 57/23.12.2016

2011-12

74/28.01.2017
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§ 1 Case No. 101
 Para No. | Gist of the case Present position
2 5.2 (a) |M/s Elite Foods Private Limited, Mfs Elite Foods Private Limited, Kochi
32070378982 (2011-12)

Kochi -was a manufacturer of

CTO, Special Circle II, Ernakulam
bakery products selling goods

lunder a brand name ‘Elite The audit observation in this case is relating to

registered under Trade Mark Act, the short levy of tax due to the application of

’ 1999. During 2011-12, they self incorrect rate of tax on bakery products sold under

the brand name registered under the Trade Marks
Act 1999 @4% instead of assessing tax @12.5%.

The assessment was completed as per order
No0.32070378982/2011-12  dated  17-10-2016
creating an additional demand of Rs.4,09,16,128/-.
(Tax - Rs.2,63,97,502/- and Interest
Rs.1,45,18,626/-).

assessed to tax their sales turnover
of bakery products within the state
for Rs.26.92 crore and inter-state
1 isales without C form for Rs.12.31
\ |lakh at four per cent instead of the
| correct rate of 12.5 per cent

applicable to food products sold

under brand name registered under Apgrieved by the order, the assessee filed appeal

! _—
the Trade Mark Act,1999. This before Deputy Commissioner(Appeals),

resulted in short remittance of tax, Ernakulam. The appellate authority found that the

cess and interest of Rs.2.76 crore. appellant is liable to pay tax @ 12.5% only on the
i turnover of the product sold under brand name
registered under the Trade Mark Act 1999 as per
entry No. 11 of SRO 82/2006 and the balance
turnover will be assessed at lower rate vide entry 7
of third schedule and directed the assessing
authority to levy tax accordingly. They have filed
supporting C form declaration for concessional
rate. The assessment was modified in the light of
the appellate order and verification of the
documents filed. The turnover assessed as per theI

modified order was Rs. 92,96,185/- taxable @4%.

In the circumstances, there is no short levy in the

case.




135

A D Case No. 102

| Para No.

Gist of the case Present position

2.5.2 (b)

The audit scrutiny at the Office of tﬁnghe original assessment was comﬁeted. vide
Assistant Commissioner, Special order dated 06.12.2013 with ‘Nil * demand |
Circle, Kozhikode revealed certain|against bakery products. The issue was
irregularities in respect of Ojin|whether the item was branded or not. In
Foods (P) Ltd., Kozhikode, a dealerlpursuance to the audit objection raised, the |

in bakery products sugar etc., leading | assessment of the dealer for the year 2010-11‘

to a short levy of tax due tolhas been completed vide order

|application of incorrect rate of tax. | N0.320110634924/10-11 dated 08-12-2014 of|
As per the annual return filed by the Commercial Tax Officer, Second Circle,

the assessee for the year 2010-11, the | Kozhikode by creating an additional demand of|

sales turnover of bakery products|Rs.97,99,036/- (including interest).

amounting to Rs.7.93 crore was self| Apainst this order, the dealer has filed appeal

assessed to tax at four per cent as if before  Deputy Commissioner(Appeals),l

they have sold under un-registered Kozhikode and the appellate authority has|

brand name. Audit verified the details  directed the assessing authority to modify the
of brand name with the Controller assessment vide order No. VATA 126/15 dated
|General of Patents, Designs and|11.05.2015. In obedience to the appellate order,
Trade Mark, Mumbai available in the | the assessing authority modified the assessment‘
internet and found that the assessee as per order dated 25.09.2015 and the modified |
was a holder of registered brand name | demand was Rs. 32,11,728/-, Against the |
“Ojin”. Hence the rate of tax modified order, the dealer has filed suit before

applicable was 12,5 per cent. the Hon’ble High Court of Kerala vide WPC

Application of incorrect rate of tax 34111 of 2015. As per the direction in the
resulted in short levy of tax cess and above said WP(C) dtd. 12.11.2015, the
interest of Rs. 78.94 lakh. assessing authority modified the assessment as
| per order dated 18.01.2016 and the demand was
'Rs. 31,48,195/- (tax due — Rs. 28,10,888/- +
Interest due - Rs. 3,37,307/-). Against the
modified order, the dealer has again filed appeal
before the Deputy Commissioner(Appeals),
Kozhikode. As per VATA 519/2016 dated
22.09.2017, the Deputy
Commissioner{Appeals),  Kozhikode  has

directed the assessing autbority to modify the




136 247

'already modified assessment order. Against the
Iappellate order VATA 519/2016, the State filed
2" appeal before the Hon’ble Tribunal and the
Tribunal allowed the appeal as per TA(VAT)
473/2017 dated 13.01.2020 and set aside thel
appellate order (ie., VATA 519/2016 dated,
22.09.2017) and restore the assessment order
dated 18.01.2016. |

Against the appellate order VATA 126/2015/
dated 11.05.2015, the assessing authority h.':u:lI
filed 2" appeal before STAT Additional Bench,
Kozhikode. As per order TA(VAT) 114/2015
dated 27.01.2021, the Hon’ble Tribunal partly |

allowed the appeal and the assessing authority;
modified the assessment as per Order dated
03.03.2021. The demand created for Rs.|
64,52,922/- (Tax — Rs. 29,46,540 + interest —
Rs. 35,06,382/-). The amount is under RR and

no collection reported till date.




Case No. 103

Para No. Gist of the case

Present position

-2.5.2(c) iM!s. Best Foods, Kochi was a
manufacturer and dealer of bakery
products. From the internet, Audit
found that the assessee had been
permitted to use the registered trade
mark 'Best, Two Chef (Label)' by the
| Controller General of Patents, Design
& Trade Mark. Thus the products
were sold under the registered trade

mark and hence were taxable at 12.5

per cent. However, during 2011-12,
the assessee self assessed to tax the

'sales turnover of bakery products for

The assessment of M/s.Best Foods, Kochi for
the assessment year 2011-12 was completed as
per order dated 29.11.2013 by considering all
the aspects pointed out by Audit and created an |

additional demand of 56.99 lakhs including

interest. The assessee filed appeal against theI
order and Deputy Commissioner (Appeals)-1I,
Commercial Taxes, Ernakulam, who granted
conditional stay as per the order No.KVATA
-3828/13 dated 26.2.2014. The
remitted Rs.17,52,493.00 (30%) vide chalan
No0.194 dated 03.04.2014 and fulfilled the stay

dssessee

condition. Further payment is under stay. The

Rs.5.53 crore at four per cent instead|appellate authority dismissed the appeal. The

|of 12.5 per cent applicable to brandedlassessee preferred an appeal before the

food products. Application

I
incorrect rate of tax resulted in short|27.01.2017 which was

of | Tribunal, vide order No. TA 622/2013 dated

also  dismissed.

levy of tax, cess and interest of|Subsequently, the assessee had filed amnesty

Rs.54.62 lakh.

application for the tax arrears and the same has

been accepted. Accordingly, amnesty

.proceedings has been issued. By this time the

said arrears are being remitted.
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Para No.
1

2.5.3 (1)
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L4
Case No. 104

Gist of the case Present position

Audit scrutiny at the Office of. In pursuance of audit objection, the assessing authorityl
the Asst. Commissioner, Spl. finalized the assessment for the years 2009-10 u/s 25(1) |
Cir, Perumbavur revealed of the KVAT Act dtd. 25.07.2012 emphasizing the:
certain irregularities in respect dictums laid down by the Hon'ble Apex Court in several |
lof tax  assessment -of M/s cases that unless an item is proved to be therapeutic orf
Kunnethu Pharamaceuticals, prophylactic in nature, the item cannot be called as an
the manufacturer of ‘'Musli ayurvedic medicine. The contention of the dealer that |
Power X-tra' leading to a short their product “Musli Power X-tra” is an ayurvedic
levy of tax due to application of medicine was rejected as the same is of a herbal|
incorrect rate of tax. - ' preparation without any specific use for any disease
| As per the annual return| whether as therapeutic or prophylactic and the item is

filed by the assessee for 2009- purely a food supplement taxable at 12.5% as under.

10 the assessee self assessed to

‘tax the local sales turnover of | Year Dt. of | Taxable | Tax + | Tax Paid Balance

‘Muslipower “Xtra” of Rs. | order | turnover | Cess
18.82 crore at four percent,| A levied |
1 09-10 | 25-7-12 | 21,99,45,660. | 2,51,24,51 | 67,16,793. | 1,84,07,72 |
treating it as medicine, instead | |
00 | 300 00 | 000

»Of assessing tax at 12.5 per The balance tax and interest were advised for revenue |

cent. Application of incorrect recovery.

rate of tax resulted in short levy

| The arrear tax with interest were advised for Revenue

of tax, cess and interest of Recovery through the District Collector. Against the
Rs.1.67 crore. assessment order, the assessee filed appeal before
Deputy Commissioner(Appeals), Emakulam and the
appellate authority dismissed the appeal vide order in
KVATA 3541/12 dated 31.01.2015. Against this, the
assessee filed second appeal and the appellate Tribunal
‘allowed the appeal vide order in TA(VAT) Nos. 85 & 86
/2015 dated 05.04.2016 . |

Against this order, department has requested to file |
OT revision, the Government Pleader intirnated thati
there is no scope for filing OT revision against this

iorder.




139

Case No. 105
Para No. Gist of the case | Present position
| e - .
‘ M/s. Kunnathu Pharmaceuticals, M/s Kunnath Pharmaceuticals, Muvattupuzha |

A_r2.5.3 )

(2010-2011)

Muvattupuzha was a manufacturer . .
P T 1 ircle ,Perumbavoor

of 'Musli power X-tra. During

2009-10 to 2011-12, the assessee In pursuance of the audit, the assessment under KVAT

TE T A e T the & aleslAct 2003 was completed vide order dated 22/01/2015I

. results in the arr :-
turnover of "Muslipower X-tra' at thepanESniax Eepiolows l

four per cent, treating it as| ) _ |
medicine. The Department | VAT due Cess due Interest ‘

; Clarified (November 2012) that| RS-1,22:36,032/- |Rs.1,03,350/- |Rs.60,46,297/-

'Muslipower  X-tra' is  not

. . Against the assessment order, the assessee filed
classifiable under medicine but

appeal before the Deputy Commissioner (Appeals).
The appeal was dismissed vide KVATA 687/2015

. |dated, 27-10-2016. Aggrieved by this order, the assesee
per cent. However the assessing

.lapproached the Hon’ble KVAT Appellate Tribunal,
authority did not complete the P PP

. Ernakulam and the Tribunal stayed the order vide Order
assessment applying the correct

l , . No.INTP No0.82/2017 dated, 21-07-2017 in TA (VAT)
rate. This resulted in short |

N0.97/2017 till the disposal of the appeal.
|
The assessment for the year 2008-09 and 2009-10

Ishoulc] be treated as an

‘unclassified item taxable at 12.5

remittance of tax, cess and interest

| of Rs.3.06 crore. |
‘was allowed in favour of the assessee by Hon’ble

Kerala Value Added Tax Appellate Tribunal, Addl
:Bench, Emakulam vide order No.85 & 86/2015 dated,
05-04-2016 by directing to assess the product of the

assessee @ 5% instead of 14.5%. Against this order,
this office has requested to file OT revision, the
Government Pleader intimated that there is no scope for

filing OT revision against this order.




Era No. _

253 (3)
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Case No. 106

Gist of the case

The audit inspection at the office
of the AC, Spl. Cir., Perumbavoor,
revealed certain irregularities in
respect of tax assessment of
M/s.Kunnathu Pharmaceuticals,
the manufacturer of ‘Musli Power
X-tra’ for the year 2011-12 leading
to a short levy of tax due to
application of incorrect rate of tax.

During 2011-12, the assessee
had a sales turnover of Rs.4.06
crore (local sales Rs.3.70 cr. and
interstate sales Rs.36.35 lakhs).
The assessee self assessed to tax
their local sales turnover of
Rs.3.70 cro. at four percent
treating it as medicine. The Dept.
after verifying various aspects,
clarified (Nov. 2012) that the
commodity is not classifiable
under medicine, but should be
treated as an unclassified item
taxable at 12.5 percent. Audit
found that their commodity being
‘Musli Power  X.-tra’, an
unclassified item as stated above,
turnover  should have been
assessed to tax at 12.5 percent
instead of four per cent. The
assessing  authority did not
complete the assessment applying
the correct rate. Besides, the
interstate  sales turnover not
covered by declaration in Form
No.C for Rs.36.35 lakhs, was also
assessed to tax at four per cent.
Application of incorrect rate of tax
resulted in short levy of tax, cess
and interest of Rs.35.30 lakhs.

Present position _

In pursuance of audit objection, assessment wasl
completed vide order dated 02-06-2014 creating addl.
Demand Rs.34.72 lakhs. The appeal filed against the
assessment order was dismissed vide KVATA 687/2015
dated 27-10-2016 by the Deputy Commissioner
(Appeals), Ernakulam. Aggrieved by this order the
assessee approached the Hon'ble KVAT Appellate|
Tribunal, Ernakulam and the Hon’ble KVAT Appellate |
Tribunal, Addl. Bench, Ernakulam “allowed” the appeal
in favour of the assessee vide order TA (VAT
N0.99/2017 dated, 07-03-2020 directing the assessing |
authority to assess the product of the assessee at 4%‘
instead of 12.5%. Obeying this order remanded |
assessment was completed vide this office proceedings
dated, 25-02-2021 with an additional demand of
Rs.1,811/- (Tax — Rs.875.00 + Interest — Rs.936.00). !
Against this order, this office has requested to file!

OT revision and the Government Pleader intimated that|
there is no scope for filing OT revision against the
Tribunal revision. Also, CST assessment for the year
2010-11 & 2011-12 was allowed in favour of the
assessee by the Hon’ble Kerala Value Added Tax
Appellate Tribunal, Addl. Bench, Ernakulam vide order
No.98/2017 dated, 21-08-2019 directing to assess the|
product of the assessee @ 4% instead of 12.5%. |




)

~T0 Case No. 107
Para Na. | Gist of the case Present posgti_on B
2.5.4 |Mfs. Thermal Tech Engineers, M/s Thermal Tech Engineers

. 2009-10,(2010-2011),2011-12
Perumbavoor was a manufacturer and .
ircle .Perumbavoor

dealer of thermic fluid heater, steam

boiler, chimney etc. During 2009- Based on the audit objection, the assessing authority

10,2010-11 and 2011-12, the assessee completed the escaped assessment for the above three years

u/s. 25(1) of the KVAT Act fixing the rate of tax of the
‘commodity ‘Thermic fluid heater’ @ 12.5% based on the
clarification order No. CT-28881/06/CT dated 12-08-2006 of
the Commissioner of Commercial Taxes vide office

proceedings dated 11-11-2013, 12-12-13 and 13-12-2013

|had sales turnover of Rs.1.16 crore,
|Rs.1.40 crore and Rs.1.45 crore
irespectively for those commodities.
Audit found that as per annual returns
|filed by the assessee for the years, the

oy | I - KL respectively. Aggrieved by this order, the dealer preferred |

appeal before the Assistant Comrnissiom::r(ﬁxppeaIs),l

commodities at four per cent against
Ernakulam. The appellate authority as per order No, K VATA |

N0.99/14 dated 31-01-2014 set aside the order dated 11-11-

the correct rate of 12.5 per cent. The
assessing authority did not select the

! .c 2013 directing the assessing autherity to consider the case
case for revised assessment to rectify | -

the defect and make good the short relating to the year 2009-10 afresh in the light of the
levy. This resulted in short payment-jUdgmem in OTA No.3 of 2008 dated 15-2-2008 of the|
Hon'ble High Court of Kerala filed by M/s Cinzac Sales

of tax, cess and interest of Rs.42.35 _
Services Pvt. Ltd. in which the Hon'ble High Court has set

lakh.
aside the above clarification and remiited back to the

Commissioner of Commercial Taxes to redo the matter in
accordance with law. Accordingly the original assessment
for the year 2009-10 had been modified vide this office
proceedings dated 16-10-2015. Now the authority for
clarification has issued a fresh clarification as per order
No.C3/28881/06/CT dated 7-4-2016 and restored the original
clarification as such. In order to set right the defects
occurred in this regard, the Deputy Commissioner has
cancelled the modified order issued from this office and
remitted back for fresh disposal, as per section 56(3) of the
Act. As per this direction the assessment for the year 2009-
10 has been completed u/s 25(1) of the Act as per order
No0.32151392932/09-10 dated 20-12-2016 creating an
additional demand of Rs.15,87,969/-. The appeals filed by
i the dealer for the years 2010-11 and 2011-12 have been
dismissed as per order No.KVATA 99/14, 748/14, 749/14 and
750/14(2009-10 to 2012-13) dated 28-10-2016 and hence the
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.

original orders already issued for the above years are still in

effect. The demand created and present position of the same

are detailed below. |

Year IDate of | Tax Interest | Total |Paid !|Remarks
Order
2009- |[20.12.2|877331{710638 1587960 RRC |
10 016 9 issued on
(reope 03.03.20
ned) 17 |
2010- [12.12.2(115249380322|153281|0 RRC
11 013 2 4 issued on
22.10.20 ||
16
2011- 113.12.21117403 | 246546 | 142057 |0 RRC
12 013 0 6 issued on ‘
| 22.10.20
& 4|

The assessee filed WP(C) No. 10000/2017 before the
Hon’ble High Court against Common Appellate order dated‘
28.10.2016  which is  pending for  disposal.
‘A letter No.K4.WP(C) 10000/17 dated 28.03.2017 wasl
received from the Office of Advocate General, Kochi
intimating that Hon’ble High Court orally directed not to
take revenue Recovery Steps in the meantime. A letter dated
!30.09.2021 was submitted to Joint Commissioner (Law),
Ernakulam requesting for speedy disposal of the case.

The assessee filed Revision Petition against order No.M5-
2156/SM/2016 dated 03.09.2016 of the Deputy
Commissicner, Mattancherry before the Commissioner of
State Tax, State Goods and Services Tax Department ,
|Thiruvananthapuram. This revision petition was transferred |
from Commissioner of Commercial Taxes,
Thiruvananthapuram to Hon’ble Tribunal after the
amendment of Section 60 of the Act. Being found that an
lorder passed by Deputy Commissioner under section 56 of
the Act, cancelling the assessment is not covered by the,
|proviso to Section 60 of the Act, the Hon’ble Tribunal:
retransmitted the records to the Commissionerate for
disposal  (vide order No.T.A(VAT)466/2017 Dated
27.04.2020).

I Later the Revision Petition was dismissed vide Order
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No.CT/4057/2016-RI 28/12/2020 of the Commissioner of
State Tax, State Goods and Services Tax Department,
Thiruvananthapuram. OT Revision No.22 of 2021 filed by
the assessee against Order No.CT/4057/2016-RI 28/12/2020

is also pending for disposal.
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- 4 Case No. 108

Present position

| Para Ggist of the case
No. '
E.S.S M/s. Kummenchery
Steels, Thiruvankulam

|was a dealer in iron, steel,

| metals, etc.
the

assessee did not concede

alloys
|During  2011-12,
in the annual return any

interstate  purchase of

12.5 per cent taxable
‘items and entire interstate
‘purchase- was shown as
‘four per cent taxable.
Further, they did not

concede any sales
turnover of 12.5 per cent
Audit

data

items.

the
‘available on check post
module of KVATIS and

found that assessee had

[taxable

scrutinised

effected interstate

purchase of 12.5 per cent

taxable items such as

‘abrasive sheet, asbestos

‘sheet, ignition coil etc.

‘for Rs. 1.72 crore. As
there was

no closing

stock of 12.5 per cent

taxable items, it was
evident that
corresponding sales

| . .
turnover was included in

four per cent taxable sale.

i

The assessee is dealing with the iron and steel cat;egorizeai
commodities, taxable @ 4%. The assessee deals with above
varieties of goods only. But in the checkpost data it is seen
wrongly entered as 12.5% taxable commodities such as asbestos]
cement, abrasive sheets etc. The wrong entry by the data entry
staff of Check post resulted in creation of such wrong reports on
KVATIS. As per the audit observation, total amount of purchase

@ 12.5% is Rs. 1,72,18,000/-. ’

The assessing authority verified the observation with reference to |
the KVATIS and found that due to the inadvertent mistakes made
by the check post officials in data entry, certain commodities

were entered as taxable 12.5% instead of actual rate of tax @ 4%

as detailed below :

iﬁor:th_ T"I‘urnm;r wro_ngly_ ent;ea l
| ‘under 12.5% |
June ‘Rs. 57.88 Lakh |
August Rs. 27.02 Lakh

rSeptember +Rs. 10.28 Lakh

I;(“)ctober :Rs. 16.85 Lakh

December Rs. 10.42 Lakh .

Total Rs. 172.18 Lakh |

| 1

The assessing authority generated the check post details

including invoice numbers from KVATIS and the same were

verified with the invoices and connected documents produced by
the dealer, details of which are as detailed below :-
i -

. i
Invoice No Actual

Month -'_Commodity 1| As Value ||

Invoice No. | Code as per | invoice }

Check  post commodity ”

. B \entry .

! June 23495 2411123495 | Ashestos | CR Sheet 10.59 “
Cement

| 24111228555 241122851 :Asbestos TCR Sheet 10.99 1
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Application of incorrect ' Cement .
rate of tax resulted in|| 201 2411122869  Asbestos CR Sheet  |10.80
Cement
short IEVy of tax, cess and | 206 2411122238 | Asbestos CR Sheet —-6.59
interest of Rs. 17.15 lakh. || _  Cement \
206 'Asbestos | CR Sheet  |7.99
ICement .
june | 591441 1181 'Abrasive | CR Sheet  |7.07
!  Sheets ‘
1179 1179 Abrasive }CR Sheet 3.42 |
‘Sheets ‘
August 11353 2411140013 lAsbestos ‘CR Sheet 10.72
!Cemem ‘
2411139111 | Asbestos CR Sheet  |5.85
Cement
Aupust -241113519{) 2411135190 | Asbestos CR Sheet 10.44
Cement
September | IJ397 2411144056 Baths, Iron or: CR Sheet 10.27
ISteel
2411161958 | Asbestos CR Sheet 11.19
Cement
B “JJ534 2411161961 IA.*;be.-stos CR Sheet 3.99
'Cement .
T [ 1
2411161957 ‘Asbestos [CR Sheet 11.13 I
‘Cement | |
2411161002 | Baths, Iron or | CR Sheet | 10.68 '
‘Steel ‘
| - 11529 2411159489  Baths, Tron or CR Sheet  |7.67
| Steel
2411158787 | Abrasive | CR Sheet 11.09
gsheets
11507 2411158788 | Abrasive | CR Sheet | 11L.12
Sheets |

I_December 2411177698 J2411177698 Ignition Coils | CR Sheet 10.42 |

On verification of the check post sealed invoices and
Interstate delivery note in form JJ, it was found that the
commodity with respect to the above invoices were certain
varieties of CR Sheets. Moreover, it was ascertained that the|
above invoices were supported by excise duty elements with
mentioned the HSN code noted below :

7209.17.20
7209.16.20
7209.18.20

L .
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17210.49.00

It is pertinent to note that above HSN codes are rightly
existing as entry 43(9) and 43(10) of third schedule, with tax rate

| of 4%.

From the above it can be seen that the dealer purchased only

4% taxable commodities and not effected purchases of any

| commodities taxable @ 12.5%.




Para No.

2.5.6

147
- Case No. 109

Gist of the case Present position

The audit at the office of the Asst.- Sri. K. Velayudhan, Santhosh Pharmacyl

!Commissioner, Spl. Cir., Malappuram |is holding a drug license for manufacturing
revealed a short levy of tax due to the and sale of ayurvedic, sidha and unani drugs
application of incorrect rate of tax. under the Drugs and Cosmetics Act, 1940.
During- 2011-12, M/s. Santhosh As per Finance Act, 2012, rate of tax on
!Pharmacy manufacturer of ayurvedic ayurvedic cosmetic products manufactured
'products assessed sales turnover of under a drug license was reduced from 13.5%
ayurvedic cosmetic products coming to 5% with effect from 01-04-2012. The
under notified list of 12.5% taxable Finance Act, 2014 added a note to serial
goods for Rs.2,09,33,330/- at 4% on number 36 of item 27 of third schedule, that
iMRP value by classifying them as the entry shall be deemed to have come into
‘medicines.  Thus misclassification force on the 13™ day of November, 2009,
resulted in a short levy of tax, cess and whereby the rate of tax on ayurvedic products
interest of Rs.15,03,490/- manufacturer under a drug license stands at
4% during the period from 13-11-2009 to 31-
03-2012.



Case No. 110

Para Gist of the case
No.
2.5.7 | Audit scrutiny at the office of the Assistant

Commissioner, Special Circle,
Malappuram revealed certain irregularities
in assessment of tax in respect of M/s Tip
Top Furniture Industries, Kottakkal
leading to a short levy of tax due to
application of incorrect rate of tax.

The assessee was a dealer in furniture and
furnishing materials. During 2011-12, they
filed annual return disclosing total local
sales turnover of Rs.17.82 crore. This

included turnover classified as sale of

|handicrafts for Rs.1.21 crore which was

self assessed to tax at four per cent. As per
closing stock inventory, Audit found that
the commodity classifiable as handcrafts
was nothing but carved wooden settee,
dining table etc., which are classified as
furniture taxable at 12.5 per cent. The
assessing authority did not complete the
the defect. The

assessment rectifying

|misclassification resulted in short levy of

tax, cess and interest of Rs.11.59 lakh.

Present position

The assessment in respect of the dealer was

completed vide Order No.
32100628375/2011-12  dated  30.01.2014
creating  an  additional  demand  of]|

Rs.12,62,461/-towards tax, cess and interest.

The dealer had remitted an amount of Rs.

16,31,230/- towards the dues as per the stay

conditions in WP(C) No.

16579/2014 dated 01.07.2014. Against this |

stipulated

order the dealer had filed appeal before the

Deputy Commissioner (Appeals)-I,

Ernakulam and the Appellate Authority
dismissed the appeal as per KVATA-1402/14
dated 26/03/2016. Aggrieved by this the
dealer had filed
Kerala Value Added Tax Additional Appeilate
Tribunal, Palakkad. The Tribunal set aside the

second appeal before the

\assessment order by accepting the contentions
:iof the dealer. Against this order the
Idepartment has filed OTR before the Hon’ble |
High Court of Kerala on 05.01.2017 which is

|pending for disposal.
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oy Case No. 111
Para Gist of the case Present position
No.
258 |M/s. Indus Motor Company (P) Ltd.,| The assessment order for the year 2009-

Kochi was a dealer in motor vehicles and
parts. As per the annual return for 2009-10
filed by the assessee, their conceded total and
taxable sales turnover of used motor vehicles
were Rs.45.97 crore and Rs.45.75 crore
respectively. The taxable turnover was self
assessed to tax at 0.5%. Assessing authority
confirmed from the website of the Motor
Vehicles Department that 21 of these motor
vehicles, the sale value of which amounted to
Rs.56.17 lakhs, were not actually used for
minimum period of 15 months and completed
(September, 2012) the assessment applying
12.5% on the turnover of Rs, 56.17 lakhs.
The original assessment was revised (June
2013) on detection of suppression by data
mining team of the department. However,
audit found that subsequently on application
from the assessee for rectification of some
errors in the assessment, another assessing
officer assessed the entire sales turnover of
Rs.45.97 crore conceded by the assessee as
that of used motor vehicles in their annual
return at 0.5%. Levyof tax on vehicles used
for less than 15 months at the rate applicable
to used vehicle resulted in short levy of tax,

cess and interest of Rs.9.67 lakhs.

10 assessing the turnover of Rs. 45.97
crore was assessed @12.5% being the
sales turnover of used vehicles as per order
dated 02.06.2013.

appeal against the order.

The assessee filed
The appellate
authority found that the sale of used
vehicle were supported by documents and
found that the turnover of Rs. 85,44,802/-
was taxable @0.05% after verifying the
documents produced. The appellate
authority further directed to verify the
documents and allow the claim and rectify
the assessment accordingly. The assessee
had produced all relevant records before
the assessing authority and the assessing
authority verified the same and noticed
that the turnover assessable @ 12.5% was
Rs. 2,31,02,960/- and taxable @ 0.5% Rs.
85,44,802/-

modified accordingly.

and the assessment was
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Case No. 112

Kollam was an assessee who

had a contract receipt of

Rs.86.06 lakhs during 2010-11

materials (Rs.66.48 lakhs) and
labour charges (Rs.19.58 lakhs)
and assessed tax at four per

cent on former portion treating

availed exemption on the later.
Failure to levy tax at 12.5
percent on the transfer value of
goods resulted in short levy of
tax, cess and interest of Rs.6.91
lakhs.

from retreading of tyres. They

|
splitted the contract as sale of

it as sale of tread rubber and|

B P_ar—a I Gist of the case Present position r
|
No. |
259 |M/s. Quilon Tyres & Treads, Having found that the audit object is sustainable,

assessment in respect of M/s. Quilon Tyres & Treads,
Kollam for the year 2010-11 was finalized on 06-12-
2013 u/s.25(1) of KVAT Act with an additional demand
of Rs.7,96,423/- and interest of Rs.2,46,891/- by the
Commercial Tax Officer (WC), Kollam. Against this
order, the dealer filed appeal before the Deputy
Commissioner (Appeals), Kollam and the assessment
was modified as per appellate Order No. KVATA(KLM)
260/2014 dated 12.02.2015. As per the modified order

resuiting in excess payment of Rs. 3,73,262/-. This was
refunded in compliance to judgment in WP(C) No. |
14813/2015 of Hon’ble HC of Kerala dated 08.06.2015. |
Against this, State filed second appeal and the Hon’ble:
Tribunal disposed the appeal in favour of the State. As |
per TA (VAT) No. 64/15, 65/15, 66/15 and*115/15 dated.
07.03.2022 the assessment was modified on 25.04.2022
creating a demand of Rs. 1,97,483/- as tax and Rs.
2,60,678/- as interest. Against the order the dealer filed
OT Revision in the Hon’ble High Court of Kerala. The
Honourable High Court of Kerala passed an interim
Iorder on 15.10.2022. An Interim stay of recovery
subject to the petitioner depositing 25% of tax demanded
in two installment. As the refund amount already given
to the dealer has not been considered in the modified
order dated. 25.04.2022, a notice U/s 66 of the KVAT
Act 2003 has been issued on 28.10.2022. Against the
order the dealer filed OT Revision in the Hon’ble High

Court of Kerala, which is pending.
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Case No. 113

Para
No.
2.5.10

_'_ + —
M/s Mathew Abraham, Mathew Abraham, Karimkuttivil, Ranni is a contractor

per cent. Application of end of the year. In this case the assessee had neither applied

Gist of the case ' Present position

Ranny was a works contractorlengaged in executing Civil works and having CST

|
registered under CST Act.|registration. On receipt of his application for compounding, |
During 2010-11 the assessee he was granted permission to remit compounded tax @

self assessed his contract 3.03% plus tax at scheduled rate under section 8(a)(ii) of

receipts from Government of KVAT Act 2003 for the year 2010-11. As the dealer took up
Kerala at compounded rate oflonly Government of Kerala works during 2010-11 he has
three per cent. The assessing been permitted to remit compounded tax @ 4.04% under
authority revised the proviso to section 8(a) (ii) of KVAT Act 2003 vide order No.
assessment in May 2012 32030785304/2010-11 dtd: 04.05.2012. Later, as per|

creating additional demand of | proceedings dtd: 19.05.2012, the Commercial Tax Officer
Rs.4.73 lakh at differential (WC), Pathanamthitta cancelled this order stating that t;hel
rate of one percent including | dealer had no CST registration during 2010-11. Cancellation |

cess and interest. But the same order dtd: 04.05.2012 was not correct and hence the audit|

was cancelled on the ground  observation is sustainable. \
Ithat the dealer had no CST,  According to proviso to Section 8(a) (ii) of KVAT Act;
lRegistration. Audit found that| 2003, the compounded tax payable by any works contractor |
the assessee requested the who is a dealer registered under the provisions of CST Act |

|
assessing authority in January|1956 or an importer, in respect of contracts awarded b
g Yy ry p p b

2010 for the revalidation of C Government of Kerala shall be 4% of the whole contract
i
Forms upto 30 June 2010. amount. The assessee was a dealer registered under the|

From this it is evident that the | provisions of CST Act and he remained so during 2010-11 :
assessee had not applied for|as his registration was not cancelled by the registering |
cancellation of registration six |authority under section 7(5) of CST Act 1956. According to |
months prior to April 2010 Sn.7(5) of CST Act, for cancellation of registration
without which cancellation of certificate, a registered dealer should apply in the prescribed
registration will not be manner not later than six months before the end of a year.
effective  during  2010-11. The authority may, after ensuring that there are no liability
iHence the assessee is liable to |under the CST Act, cancel the registration and in such a

|
pay compounded tax at four case cancellation of registration shall take effect from the
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incorrect rate resulted short|for canéell;tion of CST Registration nor the Commercial
levy of tax, cess and interest Tax Officer cancelled the same. As per letter dtd: |
of Rs.5.03 lakh. 15.01.2010, the dealer has requested to revalidate 'C’ Form
\ lup to 30.06.2010. Thus the assessee remained as a dealer
registered under CST Act during 2010-11 and therefore he
is liable to remit compounded tax @ 4% with cess 1% on
tax on the whole amount of receipts on works contract
during the year 2010-11".
 Accordingly, the assessment for the year 2010-11 has
‘been completed w/s 25(1) of the Act vide order No.
32030785304/2010-11 did: 13.3.14 of the Commercial Tax
Officer (WC), Pathanamthitta demanding Rs. 4,22,526/-

'towards balance compounded tax and Rs.1,47,884/- towards

interest. The amount has been advised to Revenue Recovery
and Rs. 6,52,693/- has been collected vide Chalan No. S
432/2.7.14, S 470/5.9.14 and S 312/30.12.2014.
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Case No. [14

Present position

o l

'in excess of what was actually due to|

| crore was also leviable in these cases.

. Dealer Name / TIN Nikshanan
Electronics
32120213984

Year i 2008-09 |
Excess input tax | 8150981
claimed {Rs.)

| Total including tax, | 13501285

|| cess and interest (Rs.)
Penalty (Rs) 16464982 '

Gist of the case
| No.
.2.6.1 As per annual returns filed by 13 SL.No.1 Niskshnan Electronics
dealers in eight CTO's, Audit found 2120213984(2008-
that the assessees availed input tax T ial Circle, Kannu

credit for the purchases made by them

themn. The assessing authority did not
select the case for revised assessment
to rectify the defect, This resulted in
short levy of tax, cess and interest of

Rs.2.40 crore. Penalty upto Rs.3.01

reported in the Annual Return -

Eligible input tax credit on the reported turnover @

Input tax credit claimed in the annual return for 12.5%

|Rs. 42,27,39,035/- is not available elsewhere in the

7 considered.

!lcredit in this case other than assessed. The assessing

2014 (Modified).

Total and taxable purchase turnover of 12.5% goods
Rs. 48,37,32,395.44

12.5% Rs. 6,04,66,549.43

Rs. 6,09,93,360.34
Rs.  5,26,810.91

The turnover of 12.5% goods shown in the AG’s report

Excess input tax credit claimed

KVATIS and also not available in the assessment
records. A rectification of the purchase turnover of
12.5% goods shown in the AG’s report may kindly be
After considering the actual purchase

turnover of 12.5% goods, there is no excess input tax

authority completed the assessment as per assessment
order N0.32120213984/2008-09 dated 02-09-2010.
Aggrieved by the order, the dealer preferred appeal

before the Deputy Commissioner (Appeal)-II, Kozhikode

and the appellate authority was remanded the case for
fresh disposal. The assessing authority again completed
the assessment and the dealer had paid the entire‘
demand vide chalan No.969 dated 20-10-2014 as per the
assessment order no 32120213984/08-09 dated 30-09-
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Case No. 115
Para ] Gist of the case _ Present position__
. No. ) i
26.1 |As per annual returns filed by SLNo.2 Popular Stores
| 13 dealers in eight CTO's, Audit‘ 32120568055(2008-09)
found that the assessees availed ial Ci nn
input tax credit for the The assessing authority verified the books of accounts in

| excess of what was actually due | goods are not considered in taking the difference in the excess

purchases made by them in detail and found that the figures pertaining to the 4% taxable

to them. The assessing authority | input tax.

did not select the case for| Excess Input tax details as per accounts reveals:-

revised assessment to rectify || Total Purchase Eligible Input Tax |Availed Input
the defect.  This resulted in || Ll | |
12.5% taxahle[ 4,41,78,035.00 55,22,254.00|  58,74,511.00 |
short levy of tax, cess and 5
goods |
interest of Rs.2.40  crore.||4%taxable goods |  9,65,03,026.00 38,60,121,00|  35,17,824.00
Penalty upto Rs.3.01 crore was Total 93,82,375.00|  93,92,335.00
. . Excess 9,925.00
also leviable in these cases. !

. i Many of the invoices contains purchase of 4% commodities
Dealer N /| Popular St | a2
= R o ot earee | land 12.5% commodities together. They were not properly

TIN 32120568055
Year 2008-09 | bifurcated and entered in the returns. Now the dealer has
Excess input tax 3,52,257/- | reconciled the difference and since it is only a mix up in the

claimed (Rs.)
. | _ o o L
Totl including|  5.83.478/- ‘entry of purchase of 4% and 12.5% commodities, the excessI

tax, cess and |input tax claimed is only Rs.9,925/- which is assessed by the |
interest (Rs.) ' |
| Penalty (Rs) 7.11,558/- assessing authority. The dealer opted amnesty scheme andi

remitted entire amount (Rs. 9960/-) as per challan dated
10.09.2017.
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Case No. 116

Para
No.
2.6.1

Dealer Name / TIN | Traco Cable Cao.
Ltd,

32070491572

Year 2009-10 |

Excess input tax 1,57,257/-

claimed (Rs.)

Total including tax, | 2,41,421/-

cess and interest

(Rs.)

Penalty (Rs) I 3,17,659/-

Gist of the case

- - 1
As per annual returns filed by 13

dealers in eight CTO's, Audit
found that the assessees availed
input tax credit for the purchases

made by them in excess of what

was actually due to them. The
assessing authority did not select
the case for revised assessment to
rectify the defect. This resulted in
short levy of tax, cess and interest

of Rs.2.40 crore.

Penalty upto

Rs.3.01 crore was also leviable in|

these cases.

Present position

SL.No.3 Traco Cable Co. Ltd
32070491572 (2009-10)
CTO, Special Circle 111, Ernakulam

The Accountant General pointed out that for the year
2009-10, the assessee M/s Traco Cable Company Limited,
availed input tax credit of Rs.34,94,610/- on the purchase of
goods taxable @4% for Rs.8,34,33,805/-.
credit eligible on such purchase (@4%) is Rs.33,37,352/-
only. Thus the assessee availed excess input tax credit of

Rs.157257/-.

The input tax

The best judgment assessment completed vide order
N0.32070491572/2009-10 dated 2-5-2017 demanding
Rs.2,89,355/- (Tax & Cess Rs.1,57,258/- and interest
Rs.1,32,097/-).
1,57,258/- under amnesty scheme 2018-18.

The dealer remitted the amount Rs.
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i Case No. 117
Para , Gist of the case | Present position
| No. |
I — ! i
2.6.1 As per annual returns filed by Sl.No.4 Standard Treads Private Ltd
| 13 dealers in eight CTO's, Audit 32050571275 (2008-09)
| :found that the assessees availed T i ircle, Kottavam

J_LPenaity (Rs} 8,27,772/-

input tax credit for the The defect pointed out in the audit is that the dealer, M/s. |
purchases made by them in Standard Treads Pvt Ltd, had availed excess IPT amounting tol
excess of what was actually due Rs. 2,17,957/- at 12.5% on the purchase of 4% taxable goods. |
to them. The assessing authority As per the return for the month of 04/08 to 06/08, the dealer
'did not select the case for had purchased solvent oil (inedible oil) amounting to Rs.
revised assessment to rectify 25,38,823/- and availed IPT claim for Rs.3,20,256/-. The‘
the defect.  This resulted in solvent oil is taxable @4% but the assessee claimed 12.5%
short levy of tax, cess and IPT. In this connection it is submitted that the dealer had |
interest of Rs.2.40 crore. actually purchased SBP spirit having HSN code 2710-11-11
Penalty upto Rs.3.01 crore was from M/s. Bharat Petroleum Corporation which is an industrial
also leviable in these cases. material used in the manufacturing of Vulcanizing solution and

the supplier had collected VAT @ 12.5% and remitted
.‘11?;;191- Name /| Stgcil:(tienfifgds accordingly. But while uploading the details the dealer had‘
| | 32050571275 misclassified the item as Inedible Oil by mistake. The|
| Year  2009-10 corresponding invoices were verified and found that the claim |

|Excess input tax  4,09,788/- of the dealer is in line and hence admissible.
| claimed (Rs.) |

Total including  6,29,107/- |
| tax, cess and |
|| interest (Rs.)
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Case No. 118
( Para ﬁ Gist of the case | Present p“osni_t-ionh
. No.
|2.6.1 As per annual returns filed] SLNo.5 Standard Treads Private Ltd
by 13 dealers in eight 32050571275 (2009-10)
’ CTO's, Audit found that T ial Circle, Kottavam

the assessees availed input
tax credit for the purchases
'made by them in excess of
what was actually due to
them. The  assessing
authority did not select the
case for revised assessment
to rectify the defect. This
resulted in short levy of

tax, cess and interest of

|
lbills having both 4% and 12.5% item.

The gist of the audit is that the dealer M/s Standard Treads (P)
Ltd has made a local purchase of Rs.30,02,80,216/- during the year
2009-10 and the IPT eligible was Rs.1,20,11,209/- whereas the
dealer has availed IPT Rs.1,24,20,997/-. So that an excess IPT of
Rs.4,09,788/- claimed.
In this connection it may be noted that the dealer has made
certain mistakes while uploading the return for 5/09 and 6/09. The
mistake occurred in uploading the turnover of Rubber & Chemicals

in the return are as follows:-

Rs.2.40 crore.  Penalty | Returns Originally filed by Mistake
upto Rs.3.01 crore was also Month Item  Purchase IPT (Rs.)
leviable in these cases. i - turnover (Rs.) |
|May 09 Natural Rubber | 7,72,900.00 3,09,196.OOJ
' : !Jun 09 Chemicals | 28,33,605.00 1,53,342.00
Dealer Name /| Standard - A s — 4 ]
TIN Treads Private
Ltd g
32050571275 || Returns Subsequently revised |
Year 2009-10 Month Item " Purchase IPT (Rs.)
Excess input, 409788 || | | turnover (Rs.) i
E;{XS ) claimed ”May 09 Natural Rubber | 77,29,900.00;  3,09,196.00
Total including I 629107 LJEH 09 | Chemicals_ 38,33,605.00 1,53,342.00__
tax, cess and |
interest (Rs.
pteresp (s - The dealer has revised the return for 05/09 and 06/09
Penalty (Rs) 827772

subsequently. But the annual return has not been made revised.

As regards, to the purchase of machinery, the dealer has
effected local purchase of machinery having both 4% and 12.5%
items. In the return the purchase value of machinery is shown as

Rs.64,53,650/- with IPT @4%. Actually, this turnover is the

consolidated amount of machinery and parts purchased with several
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£
I On verification of the purchase register of capital items |
I(Machinery & Parts) it was seen that the dealer has actually eligible |
for IPT Rs.3,49,789/-. But in the returns filed, this items were not
categorized under 4% and 12.5% items but entire purchase turnover
is uploaded under 4% category.

The short levy is as foll -

IPT
Total purchase 4% as
per return - Rs.30,02,80,216.00 Rs.1,24,20,997.00
IPT eligible as per LAR Rs.1,20,11,209.00
Excess IPT claimed as per LAR Rs. 4,09,788.00
4
Reconciliation and reasons for difference in IPT

1. Natural Rubber

As per the original return 5/09 the purchase value of natural rubber
is shown as Rs.7,72,900/- by mistake. But the actual purchase value

of natural rubber is Rs.77,29,900/- which was subsequently revised.

IPT
Difference in value of Rubber
05/09 Rs.69,57,000/- Rs. 2,78,280/-
(@
2. Chemicals

As per the original return 6/09 the purchase value of chemicals is

shown as 28,33,605/- by mistake whereas the actual purchase Value|
as Rs.38,33,605/- which was subsequently revised.
IP

Difference value of chemicals
for 06/09 Rs.10,00,000.00 Rs.4,000.00(b) |

Difference in tax rates of machinery

Purchases (4%,12.5%)

Actual Purchase Value Rs. 64,53,650.00 [PT Rs.3,49,789.00
i,e

(13,50,923/- x 12.5% ) (50,08,064/- x 4%) (1,49,538/-
+2,00,251/-)

] As per LAR Rs. 6453650 IPT Rs. 2,58,146.00
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Difference Rs. 91,643.00
(c)
Actual IPT (a+b+c) Rs.4,09,923.00 (1II)

‘Net Difference :Rs.135/-(II-I) (4,09,788 - 4,09,923)

In this connection, it may be noted that the errors occurred while |
|uploading this purchase turnover of certain items which was
'subsequently revised. Considering the facts, the audit objection

'may be waived.
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Case No. 119
Para Gist of the case Present position
o |
‘2.6.1 As per annual returns filed bylSl.No.G N.T.Paul & Company

13 dealers in eight CTO's, Audit 32050235632 (2009-10)
found that the assessees availed CTO, Special Circle, Kottayam

input tax credit for the

purchases made by them in The Accountant General has pointed out that M/s N.T. Paul
excess of what was actually due & Co, Kottayam has availed ITC of Rs.4,07,154/- for purchaseI
to them. The assessing authority amounting to Rs.32,61,175/- which is taxable @4% only. The |
did not select the case for Assessing Authority has verified the books of accounts of the |
revised assessment to rectify dealer and it is found that during the month of June 2009, the

the defect.  This resulted in dealer had effected purchase of 12.5% taxable item amounting

short levy of tax, cess and to Rs.32,55,375/-. They had availed ITC amounting to
interest of Rs.2.40 crore. | Rs.4,06,922/- on the purchase. But the purchase was wrongly
Penalty upto Rs.3.01 crore was|shown in the III Schedule under the head of plastic film/plates/

also leviable in these cases. ' sheets/Foil Strips. The actual purchase and ITC claim are as
Dealer Name /| NT.Paul& | follows:-
TIN l Company

320502356_532_ 4
Year Jl[ 2005-10 | Tax Rate Purchase Turnover |ITC W
s pmput ey = 276407 12.5% Rs.32,55,375.00 | Rs.4,06,922.00 |
claimed (Rs.) | i — ] |
tax, cess and Rs.32,61,175.00 Rs.4,07,154.00
interest {Rs.) L - 1
Penalty_(Rs) | 558948

The dealer had uploaded the purchase list correctly.
Considering the above facts, there is no short levy as pointed |

out by the Accountant General.

; 1
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= Case No. 120

1 T
As per annual returns filed by ' SL.No.7 Kalyvan Silks Trichur (P) Ltd

Gist of the case Present position

13 dealers in eight CTO's, Audit 32080583992(2008-09)

found that the assessees availed CTO, Special Circle, Trissur
input tax credit for the The audit objection has been verified with annual return

purchases made by them in and accounts filed by the assessee.  Considering the audit
excess of what was actually due | objection, a notice u/s. 25A dated 06.10.2015 was issued to the
to them. The assessing authority | assessee and in response to the notice, the dealer filed a detailed
did not select the case for|reply. The reply filed by the assessee was verified and the
revised assessment to rectify assessing authority observed the following facts.

the defect.  This resulted in The original annual return was filed by the dealer on
short levy of tax, cess and 25.05.2009 throngh KVATIS and later on 23.12.2009, the dealer
interest of Rs.2.40 crore. revised the annual return by filing manually. As per the revised
Penalty upto Rs.3.01 crore was annual return and audit report, the total sales and purchase
also leviable in these cases. turnover is Rs. 2,87,98,68,032/- and Rs. 2,23,31,89,656/-

respectively.
Dealer Name / KalyanSilks | On verification it is seen that the local purchase turnover of
E T;g‘;ggg;g;' readymade garment is Rs.11,12,38,021/- and the corresponding
Year 20(18-99_“___1 IPT claim is Rs.44,49,251/-. QOut of the total claim of

Excess input tax 2380630 Rs.67,01,590/-, IPT claim on local purchase of readymade

claimed (Rs.) |
Total includingi 3943276 ‘ garments comes to Rs.44,49,529/- only. The balance claim of

tax, cess and
interest (Rs.)
Penalty (Rs) I 4808873 bags, toys, cosmetics, watches, packing materials which are|

taxable @ 4% as well as 12.5%. The claim of IPT of
Rs.67,01,590/- is inclusive of the IPT on the purchase of other

IPT pertains to the local purchase of other commodities such as

goods which are taxable at 4% and 12.5% and not wholly
'related to the purchase of readymade garments only.

The dealer filed annual return in form No.10 and audited
statements in form No.13 &13A for the year 2008-09 disclosing
a total turnover of Rs.2,87,98,68,032/-. As per the annual
return, the total local sales turnover for the year was
'Rs.2,85,95,04,228/- and the OPT due was Rs.3,84,45,436/-.
The total claim of IPT on local purchase was Rs.67,67,350/-7
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'leaving net tax payable for Rs.3,16,78,086/- against which paid
Rs.3,16,93,548/-.

e

As per the above return and accounts, the

local purchase turnover of ready made is

‘Rs.11,12;38,021/- and the corresponding IPT claim is
Rs.44,49,521/- only instead of the purchase turnover and IPT
in audit for Rs.11,26,44,248/-

garments

claim pointed out and
' Rs.68,86,400/- respectively. It may also be noted that the total
IPT claim on local purchase as per annual return and audited
’statements in Form 13 &13A is Rs.67,01,590/- only . Out of
total IPT claim of Rs.67,01,590/-, IPT claim on local purchase
of readymade garments comes to Rs.44,49,521/- only. The
balance claim of IPT pertains to the local purchase of other
commodities such as bags, toys , cosmetics, watches , packing
|materials which are taxable @4% as well as 12.5%. The total
local purchase and the claim of IPT as per Part C of the annual

return is extracted below for ready reference.

PART C- TURNOVER PURCHASES OTHER THAN 4TH|
SCHEDULE GOODS ||
COMMOD SCH |RAT |PURCHAS TAX  |TOTAL  |INPUT |
'Y Locl|EDU|E |E VALUE |PAID ON TAX
‘ Purchase |LE ‘OF PURCHA ELIGIB
\ 'TAX SE 'LE FOR,
| ISET |
= + -+ e -I—OF—F—l
TEXTILES |1 NIL | 6,52,52,546. 06,52,52,546. 0
[ 00 o |
|READYM 3 4% | 10,80,80,51 43,23,228| 11,24,03,74 | 4,32,33,2 |
ADES 7.00| 00| 500 2100
TOYS |3 4% | 11,44,048.0 45758.00) 11,89,806.0 45762.0
| o\ 0 0
SCHOOL % [ 1403500 5607.00 145912.00 5612.00
BAGS [ |
STICHED 3 4% | 31,57,5040 126,302, ' 32,83,806.0 1,26,300.'i
|READYM 0 00 0 00 |
ADE |
GARMEN |
TS L
'PACKING '3 4% | 20,04,202.0 80,165.00 20,84,367.0 31,803.0
MATERIA 0 0 0
|15 L i it
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=

READYM 5

125 | 1,54,825.00] 19,354.00] 1,74,179.00| 19,353.0

ADES | % | 4 _ 0
|COSMETI 5 (125 | 70,32,403.0 879,048.] 79,11,451.0  8,79,050.
cs | % 0‘ 00 0| 00 |
lToys (5 |125| 75978.00| 9,495.00] 85473.00) 9,497.00
It 4 -L% S 1 ' | !
WATCHES |5 | 12.5 | 47,72,935.0 | 5,96,613.| 53,69,548.0  5,96,617. |
L J % OJ 00 J 00
BAGS |5 |125| 12,95539.0 1,61,940.] 14,57,479.0 1,61,94.
| % 0 00 0 00

PACKING |5  |12.5 | 1,24,73,908. | 12,65,698|1,37,39,606. 5,02,433.
MATERIA % 00’ 00 00’ 00 ‘
LS |
TOTAL T | 20558471 7513,208] 21,3097,91] 67,01,59],
| 0.00 00 800, 000

From the above table it is evidently clear that the total IPT paid |
on local purchases is Rs.75,13,208/- and the IPT eligible for set
‘off claimed by the assessee is Rs.67,01,590/- only. It is also|

evident that the local purchase value of readymade garments for
the year 2008-09 is Rs.11,12,38,021/- only and the the input tax

'claimed is Rs.44,49,530/- only. Hence there is no excess input‘

tax claim in this case.
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Case No. 121

Para

L No.

2.6.1

'the defect.

Gist of the case

Present position l

As per annual returns filed by 13
dealers in eight CTO's, Audit found that
the assessees availed input tax credit for
the purchases made by them in excess
of what was actually due to them. The
assessing authority did not select the
case for revised assessment to rectify
This resulted in short levy

of tax, cess and interest of Rs.2.40

-|crore. Penalty upto Rs.3.01 crore was

also leviable in these cases.

—Dealer Name / | Yamuna Roller
TIN Flour Mills
32080224835
Year | 2009-10
Excess input tax 2,44,888/-
claimed (Rs.) | .
Total including  3,75,952/- |
tax, cess and ‘
interest (Rs.) 1
Penalty (Rs) | 4,94,673/- |

SL.No.8 Yamuna Roller Flour Mills
32080224835(2009-10)
CTO, Special Circle, Thrissur ‘

The assessment in respect of M/s Yamuna Roller
Flour Mills (P) Ltd for the year 2009-10 wasl
completed vide Order No.32080224835/2009-10‘
dated 14-10-2011 by considering the objections
pointed out and created an additional demand of taxI
Rs.39,57,174/- and interest Rs.7,12,921/-, The
assessee remitted Rs.14,00,840/-. The appeal filed |
against this assessment order was partly modified
by the Deputy Commissioner (Appeals) - I,
Ernakulam. The assessee filed 2nd appeal before the
KVAT Appellate Tribunal. The Tribunal as per order
in TA (VAT) No0.463/2013 dated 18.12,2015
disposed the appeal with direction to modify the
assessment by deleting the sales turnover estimated:
on the basis of purchase turnover reported as per
returns and also directed the assessee to produce
reconciled statement between return and accounts

and other evidences in support of the purchase

turnover claimed and the assessing authority shall
verify and consider in accordance with law.
Accordingly, the books of accounts verified and
found that the purchase list produced are agree with
the audited statement filed, thus the assessment for
the year 2009-10 was modified as per order dated
30.06.2018 with excess of Rs.14,34,571/-. As per
the modified assessment order, the audit objection

noted is reconciled properly and therefore not

sustainable.
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270 Case No. 122

Para Gist of the case Present position

No.
2.6.1 |As per annual returns filed by Sl No.9 Popy Umbrella Mart

13 dealers in eight CTQO's, Audit 32040269425(2008-09)

found that the assessees availed Q. Special Circle, Alappuzha
input tax credit for the
purchases made by them in The assessee filed monthly return for the month of April
excess of what was actually due 2008 conceding purchase turnover of Rs.30,594/- and claimed
to them. The assessing authority input tax for Rs.93,406/-. The assessing authority issued
did not select the case for notice for rejecting the claim of Input tax of Rs.92,172/-.
revised assessment to rectify Subsequently the assessee filed reply stating that they have
the defect.  This resulted in purchase DEPB license for Rs.23,04,300/- with an Input tax
short levy of tax, cess and Rs.92,172/-, Since the assessing authority has not actépted
interest of Rs.2.40 crore. Input tax on purchase of DEPB License, an amount of
Penalty upto Rs.3.01 crore was Rs.92,172/- had remitted on 9-5-2008.  Subsequently the
also leviable in these cases. assessee filed revised annual return including the purchase of
DEPB License and claimed Input Tax in the entire purchase
Dealer Name _/' Popy Umbrella " amount of Rs.2,24,75,842/- claiming input tax Rs.9,89,298/-

TIN M
| 22040560425 | including tax paid Rs.92,172/- during April 2008.

Year 200809  Notice us. 25(1) was issued proposing to reject excess ITC

JiERx Cess, Wputgtax 182276 as pointed out by AG. In reply to the pre-assessment notice,
claimed (Rs.)

Total including 301922

' the dealer explained for the difference in purchase turnover

tax, cess and reported in the Annual return and audited financial statements.
interest (Rs.)
|Pena“}, (Rs) ' 368198 The value of purchase as per annual return did not reflect the

| purchase value of licenses for the return period April 2008.
The dealer filed a reconciliation statement showing the actual
local purchase Rs.27,78,98,163/- The omission was correctly
rectified by filing a reconciliation along with the audit report
which is in line with Section 42 of the KVAT Act, 2003.
Assessment was completed on 24.03.2014 accepting the
explanation filed by the dealer. The Copy of annual return and
assessment order attached. In the circumstances stated above,

there is no short levy of tax due to excess claim of Input tax.
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: ’ f
Case No. 123
Para | Gist of the case Present position
No.
?61 As p_ér_argual returns fﬁed by'Sl.No.IO Wilton WQ_;vgzs Pvt I.td - -
i 13 dealers in eight CTO's, Audit 2040888614(2008-09

|found that the assessees availed CTO, Special Circle, Alappuzha

input tax credit for the
purchases made by them in M/s Wilton Weavers (Pvt) Ltd, Cherthala is an assessee on the
excess of what was actually due rolls of commercial Tax Officer, Cherthala. The assessee is|
to them. The assessing authority engaged in the business of export sales of coir products and
'did not select the case for flooring materials. On annual return scrutiny for the year 2008- |
revised assessment to rectify 09 it is found that the assessee has effected purchase for the value |
!the defect.  This resulted in of Rs.74,61,985/- @4%. But the input tax claimed by the|
short levy of tax, cess and assessee is Rs.4,17,218/-. Hence notice under section 25(1) of the |
interest of Rs.2.40 crore. KVAT Act 2003 was issued to the dealer on 21-10-2015. The
} Penalty upto Rs.3.01 crore was dealer filed reply stating that they had showed a total input tax
|also leviable in these cases. eligible for set off under schedule II for Rs.4,17,218/- against the
F purchase of Rs.74,61,985/-. The purchase turnover include

. |[Dealer Name /| Wilton Weavers purchase taxable @12.5% also. The assessing authority verified

TIN Pwt. Litd. )
" 32040888614 | the books of accounts and found that the contention of the dealer

F—— | -

Year Jr 2008-09 was found to be genuine. Moreover, they had filed 21J
Elx'_:essd i(‘g’“)t tax L1873 | declaration for Rs.3,66,563/- in support of the input tax claim and
claime 5.

Total including|  1,96,679/ the same was refunded to the assessee with light of refund
tax, cess and

application in form 21C. The assessee also filed revised annual

interest (Rs.)
|_Penalty (Rs)

239852~  return along with audited statemnent.
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No.

——

2.6.1

rTevised assessment to rectify 'board cess is Rs.60 per thousand Kgs of rubber and also there is
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Case No. 124
- Gist of the case Present position
As per annual returns filed by‘Sl.No.ll Agasthiacode Rubber Traders
13 dealers in eight CTO's, Audit 32021455274(2009-10)
found that the assessees availed| CTO, Special Circle, Kolam
input tax credit for the The audit objection has been raised against Agasthiacode

purchases made by them in Rubber Traders regarding excess claim of Input Tax Credit. On
excess of what was actually due ’verification of the assessment records the following facts were]
to them. The assessing authority | noted.

did not select the case for During the year 2009-10, rate of tax of rubber is 4%, Rubber

the defect.  This resulted in|social security cess @1%. As per KVAT circular No.7/05 of
short levy of tax, cess and Commissioner, Commercial Taxes, cess on Rubber forms part of
interest of Rs.2.40 crore. the numover and VAT is liable to be paid on the said cess. During
Penalty upto Rs.3.01 crore was the year the assessee had purchased 1257202 kg of rubber sheet

also leviable in these cases. ‘from registered dealers valuing Rs.13,98,90,265/- and VAT due
Dealer Name /| Agasthiacode ' ‘ @4% is Rs.55,95,611/- . Rubber board cess paid by the dealer is

TIN Rubber Trad
3l12028f45?27?25 Rs.74,432/-. i.e (Rs.1257202/1000) x 60) and social security cess

Year ' 2009-10 ‘i paid by the assessee @1% is Rs.55,708/- . These three

. | i
Excess input tax|  1,30,047/- amounts(55,95,611 +74,432 + 55,708 = 57,25,658) is availed by
claimed (Rs.)

Total  including
tax, cess and
interest (Rs.)

I'Penalty (Rs) | 2.62.696/- pald Rubber Board Cess and Social Security Cess on the sales

quanuty of Rubber sheet and scrap(5435000 Kg + 120700 Kg){
 during the financial year 2009-10.

199,649 | the assessee as IPT. Since the dealer is eligible for IPT on these

three amounts, there is no excess claim of IPT. The assessee had




Para
No,

Gist of the case

2.6.1
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‘ Case No. 125

Present position

As per annual returns filed bgf S1.No.12 Koroth Padmanabhan S

13 dealers in eight CTO's, Audit
found that the assessees availed

input tax credit for the

32111211712(2010-11)
CTO, Special Circle 11, Kozhikode

The assessing authority verified the objection along with the|

purchases made by them in books of accounts of the dealer for the assessment year 2010-11.

excess of what was actually due
to them. The assessing authority
did not select the case for
revised assessment to rectify
the defect.
short levy of tax, cess and
of Rs.2.40

This resulted in
interest crore.
Penalty upto Rs.3.01 crore was

also leviable in these cases.

I T

Dealer Name / Koroth

TIN Padmanabhan Co
(Cement) Pvi.

Ltd.

32111211712

Ear ol 2010-11

Excess input tax 21,36,330/-

claimed (Rs.) |

Total including,  30,20,770/-

tax, cess and

interest (Rs.)

Penalty (Rs) 43,15,386/-

As per the books of accounts maintained by the dealer and the

audited statement filed, purchase value is Rs.18,36,37,066/- and

input tax paid is Rs.2,29,53,498/- but as per annual return it is|

'Rs.16,65,37,065/- and Rs.2,29,53,463/-. On verification of
monthly return it is found that for the month of December 2010
and the purchase value reported is Rs.18,09,244/- and input tax
claimed is Rs.23,63,535/-. But as per purchase list uploaded
along with monthly return it is found that the purchase value is
Rs.1,89,09,244/-,

return. Hence this omission results difference of Rs.1,71,00,000/-

One digit '9' omitted while filing monthly

in purchase value reported in the annual return. Actual purchase
value as per Books of Accounts, and Audited statement, value

submitted before Deputy Commissioner (Appeals), Kozhikode in

' VATA 1109/12 (order dated 14-02-2014) and before KVAT/STAT,
Additional Bench, Kozhikode in TA (VAT) No.657/2014 (order
' dated 12-01-2015) and as per statement filed along with monthly

return is Rs.18,36,37,066/-. Hence difference is only due to
typographical error while filing monthly return for December

12010.
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: 5 Case No. 126

Para Gist of the case Present position W
No. _

2.6.1 |As per annual returns filed by 13 dealers in | SL.No.13 Kakkassery Agencies |

eight CTO's, Audit found that the assessees
availed input tax credit for the purchases
made by them in excess of what was
actually due to them. The assessing
authority did not select the case for revised
assessment to rectify the defect.  This
resulted in short levy of tax, cess and
interest of Rs.2.40 crore. Penalty upto

Rs.3.01 crore was also leviable in these

Cdses.

Dealer Name / TIN Kakkassery Agencies
32090544573

Year 2009-10

Excess input tax claimed 124341

(Rs.)

Total including tax, cess 190888

and interest (Rs.)

Penalty {Rs) 251168

2 44573 (2009-1 |
CTO, I Circle, Palakkad.

Regarding the short levy due to excess
claim of input tax credit, the assessment was
completed on 30-06-2012 creating
additional demand of Rs. 46450/-. The dealer
remitted the Rs.46,450/- vide chalan No.923
dated 10-08-2012.

audit objection may be dropped.

dan

In the circumstances, the
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Case No. 127

Para No. Gist of the case | Present position ]

|
12.6.2 (a) Kind attention is invited to the In pursuance of the audit objection the assessing |
‘references cited. The audit report 'authority checked the accounts of the above dealer for

scrutiny at the office of the the year 2010-11 which revealed the following.

Assistant Commissioner, Special

‘ |Circle, Kozhikode revealed certain Separate stock registers maintained for crude palm oil
lirregularities in respect of My/s. imported from outside the country and purchased

’ ’Parisons Foods (P) Lud, locally. As per the stock register maintained by the
Kozhikode leading to a short levy dealer palin oil for consignment transfer is effected
of tax due to excess claim of input only from the imported palm oils kept after refining

‘ tax credit / special rebate not|for which separate account is seen maintained and
|allowed. The assessee was a|that local sales effected from the locally purchased oil
dealer in Edible Oil, Coconut Oil, kept after refining. This being the fact the short levy

‘ Industrial Input etc. of tax for Rs. 46,99,491.00 as stated as per the audit

| para is not existing

The audit showed that during‘ |

' 2010-11 interstate stock transfer The verification of the books of account revealed the
‘ constituted 17.78 per cent of its following:- [
disposal of goods excluding

\ trading of coconut oil and high sea |I. Details of imported Crude Palm Oil:- 1

sale. Total local purchaser ' Quantity in } Value
excluding coconut oil being Rs.“ M.T
5592 crore local purchase| Opening = 494.372) Rs.  1,81,48,628.83

roportionate to stock transfer for  siock
prop L | [

which ITC to be disallowed wasHReceipts 53648.070 Rs. 1,96,94,45,903.(5{
Rs. 9.94 crore. Failure to disallow |Total T 54142.442[ . ‘
ifour per cent tax input tax on that|| Refined | 53619.019| Rs. 1,96,83,79,427.00I

NIL ‘

: — |
tax, cess and interest of Rs. 46.99 Closing 523.423 Rs. 1,92,15,104.72

turnover resulted in short levy of || Sale

lakh. Stock

From the above imported crude Palm Qil (53619.019
MT). RBD Palm Oil, RBD Palmoilein and Palm
Fatty Acid are obtained by refining. The details are as

under.




RDB Palmoil

| Quantity in Value ‘

Opening Stock | 682716 Rs. 2,82,16,646.51

Receipts 17009.164  Rs. 70,29,88,604.30

Total 17691880 i ‘

Sale 3920205 Rs. 16,73,84,969,

_ ! (Local Sale) |

' Consignment 11752.675| Rs. 54,01,18,015.00]

|| (Stock Transfer l

| out |

llssue  for 1024590 Rs. 423,46,296.03|

packing | |

Issue for]  850.166 Rs. 3,51,37,353.59

| Vanaspati

i (Manufacturin

8 1 - :

’aosing Stock | 144.244  Rs. 59,61,603.30

RBD Palm Qilein

Opening 496.066 Rs. 2,29,39,083.97

Stock

Receipts | 33242921 Rs. 1,53,72,19,153.00

Total 33738.987

| N

| Sales 2157330
| 28742575 Rs.1,37,31,11,814
‘ {Local Sale) (Local Sale)
414755 Rs. 2,08,69,140
- (Interstate (Interstate Sale) |
l| sale)_ -

Consignment NIL

Issue for‘ _ 4302.261 - Rs. I

|_packiug J - 19,89_,4_15,153.20 |
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Issue forl -

Vanaspathi |

Closing Stock | 279.396, Rs.)

| ' 1,29,19,829.83_

Palm Fatty Acid (Import)

’E(_aéeipts 2187.957ir _ Rs._

| 8,50,06,505.36

Total 207710 ]

| Sales 2165.010:

| 487.750| ~ Rs.

‘ (Local Sale) 1,95,77,233

| (Local Sale)

1677.260 Rs.

i | (Interstate sale 6,32,66,681

| | - +| (Interstate sale)

_ ansigl_l_ment | EIEJ_ )

Closing Stock | 42.700 Rs.
; : 16,58,_980.40_‘

I -

II. The details of imported Crude Palm Kernal is as

under:-
- Quantity in MT | Value ]
| Opening Stock 308.415 Rs.
| 1,90,75,855.48
| Receipts 995.080 Rs. |
6,15,46,949.00
Total 1303.495
[Refined | 1303495 | 8,06,22,804.48
| Sales NIL
ILClosing Stock NEL L -

From the above

imported crude palm Kernal

(1303.495 MT), RBD Palm Kernal Oil, Palm Kemal

Fatty Acid are obtained by refining. The details are as
e — A
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under:-
RBD  Palm| 313.608| Rs.
Kemal Oil | 1,99,22,889.02
:Receipts | | 125_2.4793 _ R;::
| | 7,95,67,485.91
‘Total | 1566.087 1
;Sales ’ 11_22.055 i —
‘ (Local Sale _' Rs.
‘ i 929.875)| 6,10,28,559.00
(Local Sale)
i | (Interstate sale Rs. |
| 192.180)| 1,57,64,544.00
(Interstate sale)
T-Consignment | 207'640I g
| 1,47,60,231.00
ssie  for 236.392| Rs.
'Vanaspathi | | 1,50,17,510.98
'manufacturing
T(ic_)sing St(E f_ NIL

Palm Kernal F Acid

Quantity in MT Value

Opening Stock 16.464 Rs.
7,51,828.56

Receipts 38.110+ - Rs

| 17,40,293.15

[ Total sa574
Sales I sis1s Rs.

| 24,44,485.00
(Local Sale)

| Consignment NIL| -

Closing Stock 2759 Rs. 1,25,989.74
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Thus interstate consignment transfer during 2010-11
is as under :-

RBD Palm Oil | 11752.6 Rs. 54,01,18,015.00

'RBD  Paim 207.640 Rs. 1,47,60,231.00
'Kernal Oil » _ | {|
Interstate | Rs. 55,48,78,246.00

StOCk t['aI]SfeI‘ | ettt |
|of Refined
lPalm Oil l

The dealer has not effected any import or interstate
stock transfer out of coconut oil during the year 2010-
11. So it is clear that consignment transfer is effected
only from import purchase. Since the stock transfer is
from import purchase, the matter of disallowance of
input tax has no merit. So there is no short levy in
this draft paragraph.

The quantitative details of Edible Qil and Inedible Oil
certified by the Chartered Accountant also agree with

this conclusion.



Para
No.
|2.6.2

(b)

Gist of the case
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Case No. 128

Present position

MJs. E.V. Mathai & Sons,
Kothamangalam was a
dealer in rubber sheets and
rubber products. During
2011-12, the sales turnover
conceded by the assessee
was Rs.124.32 crore. Out
of this, taxable sale was for
Rs.46.68 crore (37.55 per
cent) and the balance of
Rs.77.64 crore (62.45 per
cent) was exempted as
The

inter-state  sale.

assessee availed excess

input tax credit and paid
less purchase tax resulted
in short payment of tax,
interest  of

cess and

Rs.11.95 lakhs.

M/s E.V. Mathai & Sons, Kothaméhgalam
21 4302 {(2011-

Special Circle ,Peru voor

M/s E.V. Mathai & Sons, a Rubber dealer is an assessee on the
rolls of Special Circle , Perumbavoor bearing TIN 32150384302.
During the year the dealer filed annual return reporting total and
taxable turnover of Rs.1243167451/- and 466760600/- respectively.
While conducting audit by the AG's (Audit) Wing, recorded an
objection which was as follows:- .

As per provision to Section 11(3) of the KVAT Act 2003, where
any goods purchased in the state are subsequently sent to 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 or where the sale in the course of interstate trade is
exempted from tax., the input tax credit shall be limited to the
amount of input tax paid in excess of four percent, on the purchase
turnover of such goods sent outside the state.

Thus the assessee was eligible for availing input tax
credit/special rebate on the ratio of taxable local sales turnover
alone for which the purchases were made from both registered and
unregistered dealers. However the assessee had availed input tax
|credib’specia1 rebate more than the ratio of local sales turnover.
This has resulted in availing excess input tax credit/special
rebate/short levy of tax under section 6(2) of the Act which
calculated Rs.12,05,665 as shown below:-

A. Excess Input Credit availed

Excess IPT availed |

-Local purchase from VAT dealers 114,82,51,456 |

Local Sales turnover 46,67,60,600 |
Exempted interstate sale 77,64,06,8511
| Total sales turmover during 2011-12 1 1243167451
IgRatio of_ local sales turnover (Local sales X| 37.55%j
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100/Total sales turnover ) ie |
Rs.46,67,60,600 x 100/124,31,67,451

Ratio of inter-state sales turnover: 62.45%+
Rs.776406851 x 100/124,31,67,451 |
Eax @4% on local purchase from VAT _1530_058
reglstered dealers Rs.1148251456/-
Input tax to be eligible on the ratio of local| a 1,72,46,736 |
sales 37.55% 1.e.37.55% of Rs.4,59,30,058 ‘
|!Less: input tax credit availed as per annual‘ 17777622
Teturn ! _
Excess [PT credit availed | 5,30,885
Add Cess on the above @1% ‘ 5,309 |
| Interest @15% respectlvely 80,429:
Short levy of Tax, Cess and 1nterest ‘ _ 6-,-1_6‘;,_623
B. Short levy of tax under section 6(2) of the Act.
jLocal purchase from unregistered dé_élers - 6, 1_-39_56591
rL(:»cal sales turnover . 46,67,60,600
“Exempted interstate sales ‘ 77,64,06,851(
|Total sales turnover during 2011 12 | 1,24,31,67,451
| Ratio of interstate sales turnover : i.e _ ' 62.45%I
| | 776406851 x 100/1243167451
Tax @4% payable under section 6(2) on 1647438I
purchase turnover from unregistered dealers
Rs. 6,59,50,291 at the ratio of exempted
interstate sales i, e. 65950291 x 62.45% =
Rs.4,11,85,956 x 4%
.Tax paid u/s 6(2) of the Act as per annual' 11,40,299j
return |
IShort levy of tax under section 6(2) of the’ _ 5:07,139.
Act
IAdd Cess on the above @1% | 5,071I
hInterest @15% respectively | | 76,832I
I Short levy of tax,cess and interest 5,89,042b

The audit objection made on the basis of the ratio of local sales and
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r

]interstate sales that excess input tax credit over and above the

eligible amount availed is not correct. In this case it is pertinent to

note that the cost of goods sold locally and interstate would

certainly vary for the reason that while effecting local sales, the
assessee is eligible for input tax credit on the tax paid on purchases .

But when interstate sale is effected , which is exempted as per SRO

804/2008 and SRO 753/2011 the assessee is not eligible for input

tax credit on the tax paid on purchases which ultimately result in

increase in the cost of goods as the tax element also added into the

cost of goods sold when compared to local sales. The following
illustration would show the position.

If sheet rubber is purchased for Rs.100 paying tax @4%, the cost

of goods purchased for local sales is Rs.100 only as the assessee is

eligible for input tax credit of Rs.4. But the same rubber when sold
interstate,the cost of goods purchased for inter-state sales would be
Rs.104 considering the input tax paid on purchase for which no
input tax credit available. Thus the factual position is that , the sale
price of rubber sold locally would be lesser than that rate sold
interstate. Thus the sale price of one kilogram of rubber sold inter-
state would be higher than the price of one kilogram of rubber sold
locally. So the bifurcation of corresponding ITC based on the ratio
of the total sales mrnover would be unscientific and incorrect for
the reason that it would allocate higher percentage of input tax to
the purchases for inter-state sales than that actually allowable. This

is illustrated below:- |

[Nature | Purchas Tax Sale iRatio in|IPT IPT

‘of Sale ePrice paid on price toal |when correctl

. purchas fixed sales ‘dividen y |
I

e adding | |d in the|divided

| GP@10 ‘ ratio of
‘ % |sale :
| price |

‘Local | Rs.100 Rs.4 Rs.110 |49.02% Rs.3.92 Rs.4

[sales
|

—_— |

Inter- Rs.100 Rs.4 Rs.115 50.98% Rs.4.08 Rs.4
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state
sales

Total |Rs.200 Rs.8  Rs225 100% Rs.8  Rs8

sales

(When local sale is effected, the dealer is eligible for ITC of Rs.4
and hence the sale price adding gross profit @10% is only Rs.110.)
The above illustration would show that if the IPT is correctly
worked out, the assessee is eligible of ITC of Rs.4 on the local sales
and not Rs.3.92 as worked out by the Audit in the ratio of local sales
and inter-state sales. Same is the case with 6(2) purchase as the
'dealer is eligible for special rebate for the 6(2) tax paid for
purchases from unregistered dealers for the local sales and not
eligible for special rebate for inter-state sales which result in the
‘increase in the cost of goods purchased for inter-state sales. From
‘this it is evidently proved that the computation made by the Audit

' party is factually incorrect and unscientific.

Monthwise statement of purchage

Local Sales VAT Inter-state sales
Month  Quantity -A{nount Tperée-r-lt -Quantity .Amoﬁ_n-t .percent ‘
age age

‘April 316500 73784760 |233.12 39500 9208240 23312 |
‘May 76300 16693624 21878 224200 49050476  218.78
June 196300 | 42617544 | 217.10 338200 | 73416456 | 217.08 |
July 249700 52150630 20886 364300 76102270 20890 |
August 018400 ;43479436 '199.08 50800 49900764 199.08

Septemb 108525 | 22447887.5 |206.84 313700 64529200  205.70

er
4 + _'_ . " + 4
October 1213950 43270590 202,24 417800 84479160 202.20
| ! | { I ! |
Novemb | 129650 | 24993020.5 |192.77 338350 65223730 182.77
er

Decemb 145400 | 27603020  189.84 387000 73468080  189.84

L= , | | | | , |
January |NIL NIL Nil 470000 87604500 186.39

—

February 212800 | 39362850 184.97 |191000 35325450 184.95 |

March 288300 |54252155 188.17 152350 28672270 188.20 |
1 1 1 i . t |
2155825 | 440657517 3487200 697009096
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hase tur

Purchase from registered dealers

I annual r

:Rs.114,77,38,563.00

Purchase from unregistered dealers :Rs. 6,59,50,291.00
Purchase turnover packing materials :Rs.  5,12,894,00

Total

: Rs.121,42,01,748.00

(The assessee not availed tax paid on the purchase of packing
materials of Rs.5,12,894/-.)

II. Quantitative statement of purchase & sales with tumover‘

conceded

Quantity Value
Opening Stock 78579 Kg 17293236
Purchase 6012502 Kg 1213648855
Closing Stock 15948160 Kg 11243167451
Storage 57 Kg.
III Statemen uantity purch d value

Quantity 7From VAT—’ Unregistered - Total

Dealers ’ Dealers
Localsales |2155825Kg 210327 Kg | 2366152 Kg
Inter-state 3487200 Kg | 159150 Kg 3646350 Kg
sales
Total 5643025 Kg 1360477 Kg |6012502 Kg
Xalue L
Local sales 444440567 37442817 481883384
Inter-state 703207996 28507475 731805471
sales ;
Total l11477§8@ | 65950292 i2113688855

IV Purchase value and sales turnover including rubber

turnover bifurcated as under;-

cess |

Purchase Value : Rubber Cess Turnover rTotal ]
440657517 3783050 444440567
37063936 378881 37442817
697009096 6288900 708297996 |
28219925 1287550 28507476 |
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Sales Turnover
| 462753380 4007220 466760600
6653450

| 769753401

776406851

There are separate accounts already maintained by the assessee
for the purchases effected for local sales as well as for inter-state
‘sales both in quantity wise and value wise. Hence the opportunity of
IPT and 6(2) tax on the ratio of local sales and inter-state sales is
not required in this case as in the case of assessee having no
separate accounts. The infection of SRO 804/2008 as amended in
'SRO 783/11 is to ensure that whenever rubber is sold inter-state,
'scheduled rate of tax @4% is to be levied on the purchase turnover
and not 2% tax on inter-state sales. So if 4% tax received on the
Icorresponding purchase turnover of rubber sold inter-state, there is
no short levy. In this case, the legislative intention is satisfied and

no short levy as detailed below for the year 2011-12,

| Total purchase from registered dealers |Rs.1,14,82,51,457.00 |
Input tax paid Rs. 4,59,30,059.00

I.II'lpl.lt tax @4% claimed on the turnoverﬁ Rs. 1,77,77,623.00

tof local sale of Rs.444440567/-

purchases effected from Registered VAT

; dealers

Total purchase from unregistered dealers |Rs. 6,59,50,292.00

Inter-state sales turnover Rs. 2,85,07,475.00
| Purchase tax due Rs.  11,40,299.00
Purchase tax paid Rs.  11,40,299.00

From the above, it may be seen that the actual position of
purchase, sales and closing stock as evidenced from the books of
accounts of the dealer would indicate that there is no excess IPT or |
short levy of special rebate availed by the dealer corresponding to
the exempted inter-state sales vide SR0O/804/08. The audit team

calculated the quantitative analysis on a percentage basis which can

|on1y be resorted to in the case of dealers having no separate
accounts to prove the genuineness of the claim.
| No revenue loss occurred in this case. No special rebate availed

lby tle dealer.
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Para No. Gist of the case

Present position

2.6.2(cY1) \M/s. Bushra Plywoods & Wood
Industries and Jas Plywood, Kannur were
| Small Scale Industrial {SSI) units eligible

for exemption from payment of CST.

exemption during the years 2005-06 and

2006-07. Since their interstate sales
| were exempted from payment of tax, the
input tax of four per cent on purchase
proportionate to exempted interstate sales
should have been disallowed. Audit
found that the assessing authority
‘allowed the input tax paid by the

assessee in full and excess input tax

refunded to the assessee. This resulted in
short levy of tax and interest of Rs.11.60
lakh.

| The assessee availed benefit of CST!Kannur is a registered dealer on the rolls of this office

credit amounting to Rs.6.91 lakh was{N0.1206C 200376/2005-06 dated 11-01-2008 and the

M/s Bushra Plyvwaod Wood Industrie
2120613652 (2005- 2006-07

| CTO, II Circle Kannur
M/s Bushra Plywood & Wood Industries, Keeriyad,

bearing TIN 32120613652 and manufactures of plywood
for which amongst core and face veneer are the requisite
inputs.

The assessee also enjoyed the SSI exemption for the
period from 08-01-1999 to 7-10-2006 as per order
No.C2.1542/2000/DDis dtd 15-03-2001 of the General
Manager, District Industries Centre, Kannur, During the
year 2005-06 the dealer has availed exemption of tax
payable under CST for Rs.3,34,430/- vide order

dealer also availed refund of Rs.2,39,217/- as per order
N0.32120613652/05-06 dated 18-06-2011.

Besides this during the year 2006-07, the dealer has
availed exemption of tax payable under CST for
|Rs.1,92,975/-  vide order No.32120613652(C)/06-07
dated 31-10-2008. In addition to that the dealer has also
availed refund of Rs.89,389/ as per order
N0.32120613652/06 dated 3-3-2012 of this office,

In the light of the Accountant General's (Kerala)

'objection, the assessment for the year 2005-06 and 2006-
07 was completed demanding Rs.1,36,436/- and
Rs.1,20,044/- respectively as per order
N0.32120613652/05-06 & 06-07 dated 31-03-2013.
Aggrieved by the order, the assessee filed appeal before
the Deputy Commissioner(Appeals), Kozhikode. The
Deputy  Commissioner(Appeals), Kozhikode has
|rernanded the assessment for fresh disposal vide order
No.VATA.533/13 & 535/13 dated 6-11-2013.

According to the direction of the appellate authority in
the remanded order No.VATA No.533/13 and 535/13 dtd.
406‘11.2013 of the Deputy Commissioner (Appeal_s_),_
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PN
.Kozhikode a pre-assessment notice U/s.25(1) \-f-ve-ls issuedj
to the assessee dated 20.05.2016 for the year 2006-07
' which was stayed by the Hon’ble High Court of Kerala as
per order No. WP(C) 19583/2016 (W) dated 08.06.2016.
The Notice No. SIWP(C) 19583/16 dated 14.02.2020 of
the Advocate General, Kerala, Emakulam was served by
| hand to the assessee and duly acknowledged and returned

to the Advocate General Kerala dated 20.02.2020. The

Hon'ble Supreme Court has issued orders as the appeal

received as special leave petition No.10203/20,
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26.2002) |
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Case No. 130

Gist of the case Present position

M/s. Bushra Plywoods & Wood|M/s. Jas Plvwoods

Industries and Jas Plywood,|Jas Plywood is a SSI unit enjoying tax exemption like KGST,
Kannur were Small Scale CST, Purchase Tax, AST etc. during the period from 15.05.2000
Industrial (SSI) units eligible for to 14.05.2007 on the manufactured item of Block Board and
exemption from payment of CST.|Flush doors, vide Order No. C2/8262/2000 dated 26.12.2001 of‘
The assessee availed benefit of the General Manager, District Industries Centre, Kannur. The
CST exemption during the years dealer availed exemption of tax payable under CST for
2005-06 and 2006-07. Since their|Rs.1,65,957/- for the year 2005-06 and Rs. 2,00,344/- for the
interstate sales were exempted| year 2006-07 (Total Rs. 3,66,301/-). The dealer also availed
from payment of tax, the input tax  refund of Rs. 2,51,358/- for the year 2005-06 and Rs. 1,10,095/-
of four per cent on purchaselforthe year 2006-07 without disallowing corresponding Input!
proportionate to exemptediTax Credit and special rebate. In the light of the Accountantf
interstate sales should have been|General's objection, the assessments were completed vide Order
disallowed. Audit found that the| No. 32120647975/2005-06 dated 30.03.2013 demanding Rs.
assessing authority allowed the|1,64,594/- and Rs. 2,27,708/- for the years 2005-06 and 2006-07
input tax paid by the assessee in|respectively. Since the assessee had claimed excess input tax |
full and excess input tax credit credit and special rebate, it was disallowed vide Order No.
amounting to Rs.6.91 lakh was| 32120647975/05-06 & 06-07 dated 30.03.2013 by the proviso
refunded to the assessee. This|of Kerala Finance Act 2008 limiting the input tax as per Section
resulted in short levy of tax and|11(3) is applicable to limit the input tax credit. Aggrieved by the
interest of Rs.11.60 lakh. | order dealer filed appeal before the  Asst. |
| Commissioner(Appeals), Kozhikode. The Asst. |
Commissioner(Appeals), Kozhikode vide Order No. VATA
|564/2013 dated 18.02.2016 dismissed the appeal. Then the|
assessee filed second appeal before the Appellate Tribunal andl
also filed WP(C) before the Hon'ble High Court of Kerala. The
Hon'ble High Court of Kerala directed the STAT, Kozhikode to
consider the 2™ appeal and stay petition filed by the assessee
within a period of one month of the receipt of the judgement.
The Appellate Tribunal allowed the appeal vide Order No.
TA(VAT) 45/2016 and 46/2016 dated 30.08.2016. The
!departrnent had proposed to file TRC, but the legal opinion of
'the Government Pleader is that there is no scope for TRC and
'the decision of the Tribunal was recorded as per Order No.
KDIS.J5/5661/2016/CT dated 26.10.2019 of the Joint

Commissioner(Law), SGSTD, Thiruvananthapuram.
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f- Case No. 131

L’

l Para No.

Gist of the case

Present position

2.6.2(d)

Mss. Kerala State FElectronic Mys. Kerala State Electronics Corporation 2010-

Corporation, Manvila borne on

the rolls of Assistant

Commissioner, Special Circle,
Thiruvananthapuram  was a
dealer

During 2010-11, they had local

in electronic  goods.

purchase for X. 4.38 crore and Commissioner, Special Circle, Thiruvananthapuram

they availed input taxs credit of
. 36.23 lakh. Out of the total
disposal of goods for . 8.91
crore , by the assessee . 2.43
crore constituting 27 percent of
the total goods disposed during
the year was stock transferred
outside the State. As such input
tax credit proportionate to
interstae stock transfer out had to
be reversed. Failure to reverse
the
resulted in short levy of tax, cess

and interest of . 5.69 lakh.

excess input tax

11- Assistant Commissioner, Special Circle,

Tvpm. '
Based on audit objection, the assessment in respect

of the dealer for the year 2010-11 has been

completed on 17.10.2014 by the Assistant

creating an additional demand of X. 23,85,443/-.
Aggrieved by this the dealer filed appeal before the

Deputy Commissioner(A), Thiruvananthapuram and |
|
the Deputy Commissioner(A), Thiruvananthapuram

vide order No. KVATA -402/14 dated 24-01-2015
granted conditional stay. The dealer fulfilled the
conditional stay by remitting X. 8,06,348/- and

claim |

' furnished security for the balance amount. Appeal
was dismissed vide order did 28.7.16 RRC
No.146/16-17 issued.
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Para No.
2.6.3

Gist of the case
M/s. Appollo Tyres Limited,
Kochi was a dealer in tyres,
tubes, flaps, tread rubber etc.
Audit found that as per the
annual return filed by the
2011-12, the

assessee claimed credit of Rs.12

assessee  for
lakh as tax element of credit
note. The above tax credit was

not admissible as there was no

‘corresponding sales return as

per Form 13A. Incorrect claim
of tax credit resulted in short
remittance of tax, cess and

interest of Rs.14.55 lakh

-
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Case No. 132

Present position

- M/s Appolle Tyres Limited, Kochi

32070332722(2011-2012)
CTQ, Special Circle II, Frnakulam

The objection pointed out by the AG is relating to the
irregular claim of tax credit on sales return amounting to
Rs.12,00,601/- availed by the dealer. The same was not
disclosed in the Form 13A filed by the dealer.

The audit enquiry is based on the impression that the
credit availed by the assessee by way of Credit Note is|
on sales return. The credit note mentioned in the return
does not related to sales return, but some credit claimed
on certain other aspects. The term 'credit note' is used‘
for that purpose because there was no other provision to |
show the same in the returns. Credit availed for
Rs.10,12,605/-
identified according to the Gamishee Order of Sub

Court, North Parur and Rs.1,13,646/- is credit availed

is adjustment towards the amount

for cancellation of invoices. The assessee Appollo Tyres

submitted 4No. Of Garnishee orders issued by theI
Hon’ble Sub Court of North Paravur. As per general |
law relating to the production of Garnishee orders the
judicial authority ordered to accept the orders and
deduct the amount in that orders from the amount due |
towards government from the garnishee holder, the
administrative authority are bound to court orders and|
hence the reduction in the output tax by virtue of the
garnishee orders allowed to the assessee.

~ Eventhough it is a technical error, it does not attract
any adverse effect on revenue. The assessing authority
verified the ledgers of the assessee and convinced that
the credit availed for Rs.11,26,251/- is genuine. Hence
it is allowed and the claim of tax credit amounting to the
balance amount of Rs.74,350/- has been rejected and

in the

assessed assessment order No0.320703 |
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132722/2011-12 dated 26-02-2017. The demand created|
vide the above assessment order has been adjusted from
the excess credit available in the assessment order for
the year 2008-09 vide order (Rectified) dated
09.03.2017.
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Case No. 133

Para No.

Gist of the case

Present position

2.6.4(a)

|
|

T

M/s. Bams Condiments Impex
Pvt. Ltd.., Kochi was a dealer in
food products, edible oil, flours
etc.  Audit scrutiny revealed that
the assessee availed input tax
Rs.8.07 lakh

aggregating Rs.3.05

credit of on
purchases
crore from a sister concern during
2011-12. Audit found that as per
sale lists filed by the sister concern
in KVATIS, their aggregate sales
to the assessee during the year was
only Rs.69.29 lakhs and output tax
collected and remitted to
Government was Rs.1.65 lakhs.
But assessing authority did not
take action under Sec.25 to
disallow incorrectly availed input
tax of Rs.6.42 lakhs. This resulted
in short levy of tax, cess and

interest of Rs.7.58 lakhs.

In the light of the audit objection, the assessing
authority completed the assessment of M/s. Bams
Condiments Impex Pvt. Ltd. for the year 2011-12
w/s.25(1) of the KVAT Act and created the following

additional demand.

Tax due —Rs.11,63,162/-
Cess Due  —Rs.11,632/-
Interest Due — Rs.3,28,942/-
Total dues —Rs.15,03,736/-

The above demand has been recommended for
revenue recovery to the Inspecting Asst. Commissioner,
Ernakulam as per RRC No.64/14-15 dtd.18-09-2014 of
CTO, 1% Circle, Kalamassery. In the meantime, the
assessee filed appeal before the Asst. Commissioner
|(Appeals), Ernakulam. The AC (Appeals) has stayed
the demand on a condition to remit 30% of the due.
The remitted Rs.4,51,121/- DD

No0.113617/27-10-2014 and furnished security for the

assessee vide

balance amount.
The appeal in KVATA 2739/14 was disposed by the

appeilate authority with direction to modify the

]assessrnent order after verification of the docurnentsI
|and evidences and directed the dealer to produce the
evidences before the assessing authority within 20 days
of the receipt of the appellate order. The dealer has
filed details with evidences and assessment was
Order dated 28.12.2018 creating
\additional demand of Rs. 10,96,008/- (tax — Rs.
5,99,534/-, cess — Rs. 5,995/-, interest — Rs. 4,90,479/-).

modified vide

The assessee filed application under amnesty and paid

the entire amount
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Case No. 134

Gist of the case

Present position

2.6.4(b)

M/s. Lanmark Shops India Pvt. Litd,
Ernakulam was a dealer in electrical and
electronic goods. During the year 2011-12,
the dealer had a total turnover of Rs. 1.05

crore taxable at 12.5 per cent and 4 percent.

Audit scrutiny revealed that during 2011-
12, the dealer assessed tax of Rs. 7.36 lakhs
only on purchase returns, when the tax
actually due was Rs. 12.96 lakhs leading to

short assessment of tax of Rs. 5.60 lakhs.

This resulted in excess availing of ITC and
{consequent short levy of tax, cess and

interest of Rs, 6.79 lakh.

In view of audit objection, the assessing
authority has completed the assessment on
20.02.2014 creating additional demand of
Rs. 7,55,503/- (tax — Rs. 6,14,230/- &
Interest — Rs. 1,41,273/-) .

The assessee had remitted Rs.7,55,503/-
vide chalan No0.12716 dated 20.03.2014.
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Case No. 135

Commercial Tax Officer

respect of Oceanus Dwellings( P)Ltd. a| The dealer had claimed exemption of Rs. 5,65,08,240/-

of tax due to turnover

assessment, as shown below:

this they availed an exemption of Rs.7.24
crore towards payment to subcontractors
and Rs.5.65 crore under Rule 10. Out of

the remaining turnover of Rs.7.84 crore,

Rs.1.42 crore was assessed to tax at

|balance turnover Rs.6.42 crore, as non- | incorporating audit objection and other defects as
|

compounded turnover. Audit found that as
per the annual return filed by the assessee|
they had purchases of Rs. 13.09 crore.

The purchases had either been used in the

compounded works or waorks which were |
Under the Act,

compounded rates cannot be applied on

| not compounded.
(the interstate purchase turnover. Further,
if the locally purchased goods are used in|
the compounded works, the input tax
| credit/special rebate availed should be
reversed. In this case, since the input tax
credit was not reversed on local purchase

and no interstate purchase is assessed

along with compounded portion, it is
apparent that the purchase disclosed in the|
return relates to non-compounded portion.
As such the non-compounded portion
than

assessable should not be less

Rs.13.09 crore against which turnover

AG it was pointed out that the dealer had effected an

aggregate purchase of Rs. 13,09,24,806/- during the year

Rule 10(2)(a).

arrived at after deducting labour and other charges falls

any shall be the taxable turnover in respect of such works

contract,

detailed below.

2.7.1(a) 'The audit scrutiny at the Office of the The dealer is a contractor engaged in the construction
(WC&LT), and sales of flats and villas. The dealer had reported a

Palakkad revealed certain irregularities in|total turnover of Rs. 13,49,52,482/- for the year 2010-11,
works contractor, leading to a short levy | under Rule 10 and paid tax on the balance taxable

escaped | turnover of Rs. 7,84,44,241/-. But on the local audit by

During 2010-11 the assessee had a total 2010-11 and in the absence of details of works
| contract receipts of Rs.20.73 crore. From | undertaken in Kerala assessment is to be made as per

As per Rule 10(2){a), if the turnover
|below the cost of goods transfer together with profit if

The assessment for the year 2010-11 was
compounded rate of three per cent and‘completed U/s.25(1) of the KVAT Act 2003

Total  contract  receipt|Rs. 13,49,52,482.75
reported as per annual return

|—Exemption under Rule 10 Rs. 5,65,08,24.0-.76_.
Taxable turnover reported  |Rs. 7,84,44,241.99

Purchase value of goods as|Rs. 13,09,24,80-6.00‘
per annual return | | |
Add: 23% turnover gross|Rs. | 3,27,31,201.0&
profit  transport charge, |

loading and  unloading

charged

Total  taxable turnover R;_ _ 16,36,56,007.00

determined

Rounded to TRs. | 16,36,56,000.00
Tax due @ 12.5% Rs. |  2,04,57,000.00
Cess @ 1% Rs. | _504,570.0%
Total tax & Cess due Rs. [ 2,06,61,570.00 |
Less IPT credit eligible|Rs. 61,54,035.003‘[
(7276418-1122383) :|
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{ assessed to tax was Rs.6.42 crore. Escape | 'Balance Tax due IRs. 1,45_07,535;(;0 i
of turnover over Rs.6.67 crore from |Tax paid .-Rs. | 2-[,-75,753,00|
assessment resulted in short levy of tax, || Net tax due Rs. 1,23,33,732,00i
| cess and interest of Rs.1.02 crore. | Interest from 4/11 to 9/11!Rs. 51,80,188.00
[ (42%) I
Total Balance due Rs. 1,75,13,970.00 |

| . On receipt of the assessment order the dealer put in an

= ' |app1ication for rectification u/s. 66 of the KVAT Act.

| | ‘ The points raised in the application were discussed in
details point by point in the assessment order. Moreover
‘ the points are not apparent on the face of records, the

application put in by the dealer was rejected as per order

|dated 18.08.2015 after giving reasonable opportunity of
’ | being heard.

Against this rejection order and the assessment order

| for 2010-11 writ petition was filed and vide judgment
vide WP(C) No. 30021/15 dated 09.08.2016, the Hon’ble

High Court of Kerala had ordered to re-consider the |

rectification application in accordance with law within a|

‘ period of two months from the date of receipt of copy of
judgment., At the time hearing the authorised
representative of the dealer did not produce any
‘ | documents to prove their claim and hence the assessment
order issued on 15.12.2016 as earlier with same demand.
Against this order the assessee filed WPC Na.
5316/2017 before the Hon’ble High Court of Kerala|

|
which is still pending for disposal. Also, the Hon’ble |

t Court stayed the collection of the balance amount.
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Case No. 136

Para Gist of the case Present position

No.
2.7.1 iSri. L.Satheek, Works In order to set right the audit objection, the assessment in
(b) | Contractor, Kollam filed annual |respect of Sri.L. Satheek, Akkavila, Eravipuram, Kollam for the

2009-10,

conceding total contract receipt of

return  for the year
Rs.5.46 crore. As per the annual
the

exemption of Rs4.638 crore and

return assessee  availed

self assessed tax on the balance|
turnover of Rs.78.26 lakh only.
Audit found that the cost of goods
transferred to work together with
and element

freight profit

aggregated to Rs.5.92  crore.

However, neither the assessee nor

|the assessing authority revised the

assessment invoking provisions
under Rule 10(2)@) of KVAT|
Rules,

that this resulted in short levy of

The audit observation is|

tax, cess and interest of R5.86.42|
lakh.

year 2009-10 was finalized on 29-08-2013 with an additional
demand of Rs.78,19,878/- and interest of Rs.32,06,150/- by the
CTO (WC), Kollam. Against this order, the contractor filed appeal
before the DC (A}, Kollam and the DC (A), Kollam disposed the
appeal with direction to the assessing authority to modify the
assessment after verifying the books of accounts and allowing all
eligible expenses incurred for execution of the work vide order
No.KVAT (A) KLM155/14 dt.06-05-2014,

Accordingly, the case was posted for hearing and the samé was
heard on 01-09-2014 by the assessing authority.

After verifying the books of accounts and allowing all eligible
expenses under Rule 10(2)(a) of the KVAT Rules, 2005 and
levying tax on the value of declared goods i.e., iron and steel at
4% as per 9 proviso to sub-sec.(1) of Sec.6 of the KVAT Act,
2003, the dealer is found eligible to get the benefit for the
deductions allowable and completed the assessment as illustrated
below.

Total contract receipt for 2009-10 Rs.5,46,25,896/-

Add: Closing work in progress - Rs.4,00,00,000/-
Total — Rs.9,46,25,896/-
Less: Opening work in progress - Rs. 85.00,500/-
Balance assessable turnover — Rs.8,61,25,396/-

Less: Receipt under compounding works — Rs. 27,715/-

Balance assessable turnover under
Non-compounding works:

Wages — Rs.1,43,26,812/-

Freight — Rs.1,01,236/-

Transportation — Rs.10,64,715/-

KCWWEF — Rs.6,22,054/-

Loading &unloading — Rs.2,83,254/-

Lorry rent — Rs.1,84,500/-

Worksite expense — Rs.28,55,707/-

Interest & Bank charge — Rs.36,91,857/-

Cost of establishment & other charges — Rs.21,30,396

- Rs.8,60,97,681/-

R R T i
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Rs.2,52,60,531/-
Taxable turnover fixed — Rs.6,08,37,150/-
Tax due @ 4% on Rs.6442556/- - Rs.2,57,702/-
Tax due @ 12.5% on Rs.54394594/- - Rs.67,99,324/-
Total — Rs.70,57,026/-
Cess due @ 1% - Rs.70,570/-
‘Tota] tax due — Rs.71,27,596/-
Total contract receipt under compounded works
| During 2009-10 — Rs.27,715/-

| Tax due @ 3% - Rs.831/-

l Cess @ 1% - Rs.8/-

Total — Rs.839/-

Total Tax Due

' Compounded works — Rs.839/-

‘ Non-compounded works — Rs.71,27,596/-
|Total dues — Rs.71,28,435/-

Paid by way of e-payment — Rs.Nil
| Paid by way of chalan — Rs.4,57,835/-
| Set off for ITC — Rs.5,17,897/-

Total paid — Rs.9,75,732/-

Balance : Rs.61,52,703/-

Details of balance tax and interest

Balance ] Peri | ] l
| Paymen | tax as per | od of | Rate of | Interest
Total
L modified | inter | interest due
order est
5/10
61,52,703 28,91,77 | 90,44,47
to 47%
! .00 0.00 3.00
f 3/14
Paidon | 9,77,336. 4,00,918. | 13,78,25
stay 00 00 4.00
51,75,367 76,66,21
Balance 2490852
.00 9.00
51,754.0 | 51,754.0
4/14 1%
0 0
Balance | 51,75,367 25,42,60 | 77,17,97




.00 6.00 3.00

Paidon | 9,77,336. 4,00,918. | 13,78,25
stay 00 00 4.00
; Balance | 41,98,031 21,41,68 | 63,39,71
due .00 8.00 9.00

5/14
2,09,902. | 2,09,902

Interest to 5%

00 .00

| 9/14
. - 65,49,62
1.00

Total tax balance — Rs.41,98,031/-

Total interest — Rs.23,51,590/-

Total — Rs.65,49,621/-

While implementing the appellate order, by the CTO (WQ),
|Kollam on 18-9-2014, the original demand is reduced to
|Rs.65,49,621/- (l.e, Rs.41,98,031/- tax and Rs.23,51,590/-
interest). The dealer went in appeal against the modified order and
the same was dismissed as per Order No. KVATA 972/2014 dated
23.06.2015. Aggrieved by this, the dealer went in appeal before
the appellate Tribunal and stay was granted as per Order No.
| TA(VAT) 207/2015 dated 19.11.2015. The revision petition filed
by the assessee is also dismissed by the Hon’ble HC. The dealer
opted Amnesty Scheme 2020 and paid the amount as per chalan
No. KL021864961202021E dated. 29.03.2021. |
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Case No. 137

Para No.

Gist of the case

2.7.1(c) ‘The audit scrutiny at the
Office of the Commercial Tax completed the assessment vide Order No. 32111565247/09-10

Present position

On the basis of audit observation, the assessing authority

Officer (WC&LT) Kozhikode dated 13.10.2011 assessing the escaped turnover as per proviso to

revealed certain irregularities|the rule 10(2) of KVAT Rules demanding balance tax payable
|leading to a short levy due to|Rs.15,64,720.00 together with interest Rs. 2.97,297.00. This| ~

incorrect reckoning of taxable assessment order was conditionally stayed by DC (Appeals), Kkd.

'turnover in works contract ini In satisfaction of conditions laid down in the order of the DC (A)
‘respect of M/s.ERA INFRA‘the dealer remitted Rs. 5,00,000/- in cash as per chalan No.72
Engineering Ltd, Kozhikode | dtd:10.03.2012. Subsequently the DC (Appeals), Kkd. modified

'as shown below:

The dealer is an assessee on

the rolls of CTO (WC)
Kozhikode
work contract of Men's hostel
of

Technology, Calicut with total

executing  civil

National Institute of

contract amount of
Rs.88,78,65,442.00 the
2009-10. The dealer

for
year
opted for payment of tax
under sec.6(1}(f} of KVAT Act
(non compounding scheme).

The disclosed a

'taxable turnover of Rs.1.40

dssessee

‘crore in their annual return for

2008-10 after availing

exemption under Rule 10.

Purchase wvalue of goods
| ransferred to the work during
'the year was Rs.2.81 crore.
The taxable turnover which
includes the gross profit as per
the provisions of the KVAT

Rules, 2005 would come to

'the assessment and directed the assessing authority to recompute

the tax effect of declared goods (Iron & Steel) transferred in the

execution of work @ 4% which was earlier taxed @ 12.5% in the

audit para and in original assessment.

The original assessment of the dealer was modified as per the

direction of the Deputy Commissioner (Appeals), Kozhikaode on

18.09.201 as shown below:

ORDER No. 32111569247/2009-10 DATED: 18.09.2014.

Total value of goods transferred in the execution of
Works Contract excluding Iron & Steel: Rs.2,05,98,834/-

Value of declared goods (Iron & Steel): Rs. 83,02,121/-
transferred in to this works

Total : Rs.2,89,00,955/-

Tax due @ 12.5% on Rs.28900955/-: Rs.25,74,854/-

Cess @ 1% : Rs.25,749/-

@ 4% on Rs.8302121/- : Rs.3,32,085/-
| Total tax & Cess payable : Rs.29,32 688/-
Less:

: Rs,17,92,879/-
: Rs.11,39,809/-
: Rs.5,00,000/-
: Rs.6,39,809/-

' Total deduction
Balance
Tax paid on 10-02-2012
Balance tax payable
Interest upto 02/12 @ 23%
on Rs.1139809/- : Rs.2,62,156
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'Rs.2.89 crore. However, the Interest from 03/12 to 09/14 @ 31%

assessing authority did not| on Rs.639809/- :Rs.1,98,341/-
take any action to assess the|Total interest payable : Rs.4,60,497/-
|escaped turnover. This| The balance tax payable Rs.6,39,809/- and interest payable
resulted in short levy of tax, |{Rs.4,60,497/- was demanded in pursuance of the assessment order,
cess and interest of Rs. 21.77 | which was remitted on 06.11.2014 by the assessee vide D,D. No.
lakh. 855497 dtd: 04.11.14. Since there is no short levy of tax due from

the above assessee the audit objection may bé dropped.




Para No. -

Gist of the case

2.7.2(1)

M/s. A.B. Traders, Amaravila a
dealer in cement, for the year
2010-11, purchased goods for Rs.
15.65 crore and were sold for Rs.
15.20 crore and subsequently the
assessee received Rs. 1.42 crore as
discount which was not assessed to
tax resulting a short levy of tax,

cess and interest of Rs. 21.16 lakh.
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4
O\ Case No. 138

Present position

On the basis of the Audit Enquiry, notice u/s.25 of thel
KVAT Act 2003 was issued to the dealer. Subsequently,i
the assessing authority completed the assessment vide
order dated 28.05.2013, creating additional demand of Rs. i
22,41,400/- (tax — Rs. 17,93,143/- + interest — Rs.
4,48,256/-). Aggrieved by the order, the dealer filed
appeal before the Deputy Commissioner (Appeals),
Thiruvananthapuram. As per Order No. KVATA 120/2013
dated 06.09.2013, the Appellate authority granted stay in
this case on condition that the appellant should remit
1/3rd of the disputed amount. On the basis of the
appellate order the dealer remitted Rs. 7,47,133/- vic!eI
challan No. 784 dated 22.10.2013. Subsequently, the
‘Deputy Commissioner(Appeals) dismissed the appeal
(vide order No. KVATA 120/2013 dated 21.12.2014.
IAggrieved by the said order, the dealer filed second
appeal before the Hon’ble KVAT Appellate Tribunal,
Ernakulam. The dealer also requested to stay the balance
|disputed demand amounting to Rs. 14,94,267/-, The!
Hon’ble Tribunal granted stay vide order No. TA(VAT)
| 136/2014 dated 18.03.2014 till the disposal of the appeal
Ion condition that the appellant furnish security for the
stayed amount. In obedience to the said order, the dealer
furnished security bond.

Subsequently, the dealer opted amnesty scheme 2017
for payment of arrears in this case. The dealer also filed
application before the Hon’ble Tribunal for withdrawing
the appeal filed. The dealer paid the entire amount under

amnesty scheme 2017 as detailed below.

Amount{in Rs.) Challan No.
7,47,133/- 784/22.10.2013
3,78,556/- KL006801205201718M

ded. 12,10.2017
7,57,112/- KL009566537201718M

dtd. 06.01.2018
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“:'-5:’. Case No. 139

Para No. I
L

2.7.2(2)

Gist of the case

IThe audit objection s that
iShri.M.Abubaker, Amaravila, a
dealer in cement had during the year
2010-11 self assessed to tax a turnover
of Rs. 8.15 crore whereas the cost of
goods sold was Rs. 8.50 crore. Though

the goods were sold at a price lower

than the purchase price, discount of Rs.
183.33 lakh received subsequently was
|not assessed to tax either by the
lassessee or by the assessing authority.
! This resulted in short levy of tax, cess
:and interest of Rs. 12.49 lakh.

Present position

_Se_lf assessment in respect of Sri.M.Abubaker,
Amaravila was revised vide order dated 25.04.2013 of
the Assistant Commissioner (Assmt.), Special Circle,
Thiruvananthapuram creating a demand of Rs.
13,99,827/- (Tax Rs. 11,28,893/- and interest Rs.
2,70,934/-). Aggrieved by this, the dealer préferred
appeal before the Deputy Commissioner(Appeals),
Thiruvananthapuram. As per order dated 06-09.2013,
the Appellate Authority directed the dealer to remit
1/3rd of the disputed amount. Accordingly the dealer
remitted Rs. 4,66,609/- vide challan No. 781 dated
22.10.2013. the
Commissioner(Appeals) dismissed the appeal vide
order No. KVATA 78/13 dated 21.02.2014. Aggrieved

Subsequently, Deputy

by the said order the dealer filed second appeal before
the Hon’ble KVAT Appellate Tribunal, Ernakulam.
The dealer also requested to stay the balance disputed
demand amounting to Rs. 9,33,218/-. The Hon’ble
Tribunal granted stay vide order No. TA(VAT)
135/2014 dated 18.03.2014 till the disposal of the
appeal on condition that the appellant furnish security
for the stayed amount. In obedience to the said order,

the dealer furnished security bond.

Subsequently, the dealer opted amnesty scheme 2017
for payment of arrears in this case. The dealer also
filed application before the Hon’ble Tribunal for
withdrawing the appeal filed. The dealer paid the

entire amount under amnesty scheme 2017 as detailed

below.
Cheque No. Amount(in Challan No.
Rs.)
4,66,609/-  781/22.10.2013

089806 2,39,576/- KL006801373201718
M dtd. 12.10.2017

095788 2,39,576/-  KLO009956674201718
M dtd. 06.01.2018

095789 2,39,576/-  KL009956674201718

M dtd. 06.01.2018
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Case No. 140

| Para No.

Gist of the case

2.7.2(3)

M/s  Lakshmi Digital Plaza, M/s Lakshmi Digital Plaza, Thrissur
Thrissur, purchased goods for |32080740603(2010-11 & 2011-12)

Rs.1.03 crore and Rs.5.91 crore
during 2010-11 and 2011-12 were
sold for Rs.1.01 crore and Rs.5.90
crore. The assessee subsequently
received discount of Rs.18.79 lakh
and Rs.48.01 lakh which were not
assessed to tax. This resulted in a
short levy of tax, cess and interest

of Rs.9.82 lakhs

Present position

CTO, 111 Circle, Thrissur.

Based on the audit objection the assessment was completed
for the years 2010-11 and 2011-12. The details are as shown
below:-

2010-2011

Tax due Rs.5,74,876.00

Interest due Rs.2,35,699.00

Total Rs.8,10,575.00

Assessee paid Rs.2,43,175/- (Rs.1,72,463/- towards tax and
Rs.70,712 towards interest as per chalan No.353 dated 24-11-
12014,

2011-2012 |
Tax due Rs.21,41,433.00 |
| Interest due Rs.6,21,016.00 !
| Total Rs.27,62,449.00 |

Assessee paid Rs.8,28,735/-(Rs.6,42,430/- towards tax and |
Rs.1,86,305/- towards interest as per chalan No.349 dated 24-11- '
2014. |

Aggrieved by the above orders, the assessee filed appeal |
before the AC(Appeal), Thrissur. As per the directions of the
\appellate authority in KVATA 536/14 for 2010-11 and KVATA‘
537/14 for 2011-12 dated 29.12.2014, the original assessment‘
was revised as per order dated 25-02-2017 for the years 2010-11 |
& 2011-12. Revised demand is as follows:-

2010-2011 |
Tax due :Rs.4,02,412.00 |
Interest :Rs.2,86,863.00 |
Total :Rs.6,89,275.00 :
2011-2012
Tax due :Rs.12,09,403.00
Interest :Rs. 7,20,727.00 ‘
Total :Rs.19,30,130.00

The demand as per the revised crders are intimated 10 RR

authority. Aggrieved by the revised orders, the assessee filed
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writ petition before the High Court as per WPC 11606/2017.
The Hon’ble Court had directed to pass order on rectification
application filed by the dealer. After verification, application to
rectify the assessment order was rejected vide order dated
27.06.2017 by giving all opportunities.

The assessee opted amnesty scheme 2020 and tax amount
Idetermined under Amnesty Scheme is Rs. 6,77,400/-. The
déaler has paid whole amount in four instalment as follows:- ~
‘(1) Rs.1,69,350/- vide Chalan No. KL015190300202021E dtd,
29.12.2020.
(2) Rs.1,69,500/- vide Chalan No. KL017852980202021E dtd
30/01/2021
(3) Rs.1,69,500/- vide Chalan No. KL020305393202021E dtd
06/03/2021
(4) Rs.1,69,050/- vide Chalan No.KL022092981202021E dtd
31/03/2021.
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Para No.
2.7.2(4)

Gist of the case

_The audit scrutiny at the offic; of the_
Commercial Tax Officer, 2 Circle,
Palakkad revealed certain irregularities in
respect of M/s. Alpha Agencies
Palakkad, a dealer in Electronic Goods
leading to a short levy of tax due to

escape of turnover from assessment .

The dealer had conceded a sales
turnover of ~¥.71.97 crore, the purchase
price of which was . 2.26 crore
including direct expenses. Audit found
that the assessee received subsequently a
discount of X. 44.21 lakh which was not
assessed to tax. This resulted in short levy

of tax, cess and interest of . 6.75 lakh.

Case No. 141

Present position

In pursuance to the audit objection raised the
assessment of M/s, Alpha Agencies, Palakkad for
the year 2010-11 was completed on 19-12-2014
incorporating other defects also, by creating an
additicnal demand of <. 12,91,108/- and interest
of X. 5,77,945/- as per Order No.
32090630152/10-11 dated 19-12-2014. The
dealer paid Rs. 2,00,000/- as per challan No. 1324
dated 02.02.2015. The balance demand of Rs.
16,94,876/- has been advised for RR.

The dealer remitted Rs. 3,60,720/- being 30%
of the disputed tax vide challan No. 440 dated
30.03.2015 and filed appeal before AC(Appeals),
Palakkad. The appeliate authority directed the
assessing authority vide order no. KVATA No.
43/2015 dated 15.03.2016 to modify the
impugned assessment order by deleting the
assessment on the difference noted in the annual
return and avdited 13, 13A statement and also on
the discount receipt of Rs.44,21,305/-. Against
this appellate order, the State filed second appeal
before the KVAT Additional Appellate Tribunal,
Palakkad. The Tribunal dismissed the second
appeal vide Order No.TA(VAT)No.66 & 67/16
dated 22.08.2016. As per the directions of the
appellate authority, the assessment was mudified’
vide order dated 20.06.2017 reducing the
demand to Rs.24,022/- which was already paid.
The excess amount is adjusted to the dues for the

| not sustainable.
L

period of 2011-12. Hence the audit objection is



Para No.

|

2.7.2(5)

Gist of the case

M/s. Three Star Traders,
Tanur purchased goods for Rs.
6.53 crore was sold for Rs. 6.32
crore. Subsequently the
assessee received Rs. 39.16
lakhs as discount which was not
assessed to tax. This resulted in
short levy of Tax, cess and
interest of Rs. 5.64 lakhs.
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Case No. 142
Present position
!Mfs Three Star Traders, Tanur,
‘32]00543044 (2010-11)CTO, Tirur

In pursuance of the audit objection, the assessment of Sri.P,
Suresh, Three Star Traders was completed 6:1 29.01.2016.
Aggrieved by this order, the assessee approached the High Court
of Kerala. The Hon'ble High Court of Kerala quashed the original

| order and disposed with direction to complete assessment afresh
lon or before 31.03.2016. The dealer was directed to produce
relevant materials on 03.03.2016 before the assessing authority to
comply the observations of the High Court of Kerala in WP(C)
23566/2012 dated 02.12.2015. Accordingly the dealer appeared on |
03.03.2016 and filed statements. He produced copy of the WP(C);
6388/2016 dated 24.02.2016, certificate from MJs, Chettinad

|Cement, supplier of cement showing no refund claim of IPT
towards discount allowed, monthly purchase / sale value
statement, copies of purchase / sale bill etc. to substantiate this
case that discount received does not come under explanation VII to
|52 (lii) of KVAT Act 2003.

| The assessing authority verified the books of accounts on three
parameters directed by the Hon'ble High Court of Kerala in WP(C)
i23566/2012 dated 02.12.2015. It is found that the sales value of
|cement is higher than purchase value, the supplier has proved by
document that refund of IPT not claimed by them on the original
‘sales price, discount received was not towards balance sales
consideration to compensate the value from the customers and

hence the assessment is completed and recorded.




r I
Para No.

[2.7.2(6) | The audit scrutiny of the O/o the

Gist of the case

| Assistant Commissioner, Special
Circle, Palakkad revealed certain
irregularities in respect of M/s.
Alpha International Traders,
Mannarkkad extending to a short
levy of tax due to escape of
‘turnover from assessment .

The assessee is a dealer
'in cement /white cement who

conceded a sales turnover of Rs.

12,77 crore, but the purchase
price of which was Rs. 12.87
crore including expenses directly
|connected with the purchase.
|Audit found that the assessee
received subsequently a discount
|of Rs. 35.56 lakh which was not
assessed to tax either self
assessed by the assessee or by the
assessing authority. This resulted

in short levy of tax, cess and

interest of Rs. 5.30 lakh.
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257
Case No. 143

Present position

On the basis of the audit objection the assessment of the
dealer for the year 2010 — 2011 was completed by the Assistant/
Commissioner (Assessment), Special Circle, Palakkad on
15/11/2013 creating an additional demand of Rs. 5,88,151/-.
Against this order, the assessee filed appeal before the Deputy

Commissioner(Appeals), Commercial Taxes , Kottayam.

The Deputy Commissioner (Appeals), Kottayam has
directed to delete the transporting charges and coolie charges
from the purchase value as the assessee has not incurred‘
carriage inward expenses as pointed out by the Accountant
General. |

The State preferred second appeal against the order of
the Deputy Commissioner{Appeals), the Hon’ble Tribunal in
TA(VAT) No. 3/15 dated 31.03.2015 upheld the order of first|
appellate authority. As such the assessment order was modified
and demand is recorded as ‘Nil’ vide Order dated 22.02.2017.

Based on the findings of the Hon’ble Appellate Tribunal it is

reported that there is no scope for filing TRC in this case. l

|




Para

No. |

Gist of the case

Case No. 144

Present position
|

273

M/s. SEPR Refractories India
ltd. filed Annual Return for
2010-11 conceding total sales
turnover of Rs. 153.15 crore.
Audit found that as per P&L
Account of the assessee they had
a total sales turnover of Rs.
159.95 crore including excise
duty. The assessing authority did
not re-assess the case to tax the
escaped tumover of Rs. 6.81
crore.  This resulted in short
payment of tax, cess and interest
of Rs. 37.92 lakh.

The escapement of turnover for an amount of Rs. 6,80,52,500/- hasi
been taken into account and assessed against tax vide rectified order

no. 32090256454/2010-11 dated 29.01.2019 creating a demand of

Rs, 9,88,710/- towards tax and Rs. 9,19,500/- towards interest. The

amount was advised for revenue recovery. The dealer paid 20% of |
the demand of Rs.1,98,000/- vide chalan no KL005637155201920M

dated  20/07/2019 filed appeal. The
Commissioner(Appeals) Kozhikode vide order No: KVAT 8/2020‘
dated 24.03.2021 dismissed the case.

and Joint
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Case No. 145

conceding a taxable turnover of
Rs.1.30 crores. Audit found that
the

Expenditure Statement forming

as per Income and
part of the Audited Accounts of
they had

income of Rs.1.06

the assessee, an
additional
crores from sale of educational
video programmes during the
year, which was not included in
the annual return and assessed to
tax. The assessing authority also
the

This resulted in short

did not assess escaped
turnover.
levy of tax, cess and interest of

Rs.5.23 lakhs.

Para No. I Gist of the case , Present position
2.7.4 | M/s. State Institute of |The escaped turnover has been assessed to tax vide order No.
i Educational Technology, [32010619645/10-11 dated 15/5/13 by creating an additional
Thycaud, demand of Rs. 5,38,330/-. The assessee had filed an application
Thiruvananthapuram filed |under Amnesty Scheme on 20-6-19 and entire arrears of Rs.
annmual retwrn for 2010-11, [4,30,664/- remitted as detailed below leaving Nil Balance.

Amount halan No. ated

1,00,000 KL00392059020192M / 20-6-19

1,00,000 KL005448464201920M /30-7-19

2.30.664 KL010172167201920M / 14-11-19
Total 4,30,664




Case No. 146
Para No. Gist of the case Present position
2.8.1 |Audit cross verified the details of inter state|SLNo.1 Priva Associates

transfer of stock by way of sale or otherwise by
the assessee with that of the annual returns
filed by the assessees and found that 28 dealers
under 14 CTOs had failed to report entire/part
of their inter-state sales and stock transfer out,
captured in check post module of KVATIS.
The assessing authorities did not re-assess the
same under section 25 of KVAT Act, 2003.
This resulted in short payment of tax, cess and
interest of Rs.2.19 crore. Penalty up to Rs.3.22

crore was also leviable in these cases.

'Dealer Name / TIN Priya Associates
32121020204
Year 2011-12
Turnover Short 6915002
Reported (Rs.)
Total tax cess and 357589 |
interest \
| Penalty (Rs.) 558732

32121020204(2011-12)
CTQO, Special Circle, Kannur

The audit objection is that the assessee has
transported out goods for Rs.69,15,002/- through
check posts but the above turnover was not
conceded in the return. The assessing authority
verified this objection and found that the value of
goods mentioned are the total sales value as per
No.320 (Rs.12,80,176.80), 321

(Rs.21,54,436) and 353 {Rs.34,80,390.40) issued to

Invoice

M/s Appollo Tyres Ltd, Cochin (TIN 32070332722}
|total Rs.69,15,002).

local sales and tax paid. The recipient of the

All these sales are shown as

1| assessee i.e, Appollo Tyres, Cochin transported the

the

invoices to their Factory at Chennai through the

Rubber Sheets covered under impugned
Walayar Check Post. Transported under the cover
of Delivery notes of the Appollo Tyres and
invoices of the assessee. That is the circumstances
which caused disclosing the impugned turnover in

interstate CTCP transaction. It is a case like billed

Itc) Appolo Tyres, Cochin — despatched to Appolo
Tyres, Chennai.

| Hence there is no short levy in this case.
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2.8.1
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Case No. 147
[ GERofihe cise — - Present positioﬁ
Audit cross verified the details of . S1.No.2 w"_“
‘inter state transfer of stock by way| 32150359506 (2010-11)

CTO., Special Circle, (Produce) Mattancherry

of sale or otherwise by the assessee |
with that of the annual retums f11ed| The assessing authority verified the objection and found

by the assessees and found that 28|
dealers under 14 CTOs had failed to

report entire/part of their inter-state

that the entire figure of the "Value of Goods transported out
through checkpost' Rs.11,95,95,550/- is transported by them
|through Walayar CT Check Post is send to their Coimbatore

ut, branch M/s Indian Products Limited, Coimbatore-30 at their
captured in check post module of

KVATIS. The assessing authorities

isales and stock transfer o

\processing  unit/branch: Elore Road Knathukadavu,

| Coimbatore-32 for Job work only. This does not involve any
did not re-assess the same under|

section 25 of KVAT Act, 2003. This

sales transactions. After processing entire goods came back

from Coimbatore to Kerala with Valid documents and Export

resulted, inshort payment of, tax, quality goods exparted through Kochi Port. They have clearly

cess and interest of Rs.2.19 crore.| . . . .
a - : 'mentioned in Delivery Notes that the transaction is only for

FenaltyuptoRs.3:22 arore was also) processing and will return back to Kerala after processing and

leviable in these cases. ‘packing. They have also taken a clarification from ITML,
 Thiruvananthapuram stating that there is no tax liable for

'goods sending for Job work,

J(Dea]ler Name / General
TIN Commodities
Ltd.

' 32150359506

| Year 2010-11
Turnover Short 117891550
Reported (Rs.)

Total tax cess 6667947
land interest

| Penalty (Rs.) 9525638




Para No.

207

Gist of the case

Case No. 148

Present position

| 281

Audit cross verified the details of inter state

transfer of stock by way of sale or otherwise by

 the assessee with that of the annual returns filed

by the assessees and found that 28 dealers under

14 CTOs had failed to report entire/part of their

inter-state sales and stock transfer out, captured

in check post module of KVATIS. The assessing

authorities did not re-assess the same under
section 25 of KVAT Act, 2003. This resulted in

|
short payment of tax,

cess and interest of

Rs.2.19 crore. Penalty up to Rs.3.22 crore was

also leviable in these cases,

Dealer Name / TIN

Faras Info-techs Pvt.
Ltd (Owners of V.G.

Saraf & Sons)

| 32070398894
|| Year 2010-11
Turnover Short 11,84,368/-

| Reported (Rs.)
I Total tax cess and 2,09,336/-
I interest

'Penalty (Rs.) 2,99,052/-

No.3 Faras Info-techs Pvt Litd.
(Owners of V.G. Saraf &sons)
32070398894 (2010-11)
CTO, Special Circle I, Ernakulam '
The audit objection raised is that the dealer
made short reporting of inter-state sale to the tune |
of Rs.11,84,368/- with tax effect of Rs.1,49,526/-!
including interest and cess.

Based on the data available from KVATIS
checkpost transaction module, the original VAT
assessment was completed as per order dated
04.01.2016 and created an additional demand of|
VAT Rs. 22,72,279/- and interest Rs. 13,17,921/-.
The VAT assessment was subsequently rectified as

per order dated 28.01.2016 with a new demand of

|Rs. 19,84,726/- and interest of Rs. 11,51,141/-.

The CST assessment was also completed as per
!order dated 24.05.2016 and created additional
demand of R.s 3,76,685/- (interest Rs. 89,139/-
included). The assessee has filed WP(C) No.
4020/2016 against the assessment order and the
Hon'ble HC of Kerala granted stay as per Order
[No. WP(C) NO. 4020/2016 dated 31.05.2016. The
case is still pending before the Hon’ble HC of

| Kerala.




Case No, 149

Para No.

Gist of the case

Present position

2.8.1

Audit cross verified the details of inter state
transfer of stock by way of sale or otherwise
by the assessee with that of the annual returns
filed by the assessees and found that 28 dealers
under 14 CTOs had failed to report entire/part
of their inter-state sales and stock transfer out,
captured in check post module of KVATIS.
The assessing authorities did not re-assess the
same under section 25 of KVAT Act, 2003.
This resulted in short payment of tax, cess and
interest of Rs.2.19 crore. Penalty up to

Rs.3.22 crore was also leviable in these cases.

Dealer Name / TIN i H.T. Foods Pvt. Ltd.
32070407275
Year 2011-12
Turnover Short 3370081
Reported (Rs.)
Total tax cess and 174273
interest
|Penalty (Rs.) 272302

SL.No.4 M/s.H.T Foods (P) Ltd
32070407275/CST/2011-12
CTO, 2nd Circle, Kalamassery

M/s.H.T.Foods (P) Ltd., Kakkanadu reported

interstate sales turnover of Rs.7,05,716/- andj

claimed complete exemption during the year 2011- |

12. But on verification of KVATIS Data, it is

‘ found that the dealer had effected interstate sales to |
‘the tune of Rs.40,75,797/-.

In the circumstances|
(ST assessment completed for the year demanding
‘CST due Rs.3,25,764/- and interest due Rs.
2,01,974/- vide order No. 32070407275/CST/2011-
12 dated 06/06/2017. The dealer remitted an
amount of Rs. 65,153/- (20% of demand of Rs.
3,25,764/-) NO.
KL010680474201718M dated 02.03.2018 and filed
appeal before the DC(A), Ekm. The dealer
produced valid C forms before the appellate
authority and the AC(A) vide order No. KVATA

vide challan

1 4659/17(2011-12) set aside the original assessment

order and directed to modify the order considering
the C forms. The assessment order issued already
is modified as per order dated 18.03.2019 (reducing
the tax effect to Rs. 1,42,649/-) resulting in an’
jadditional demand of Rs. 74,496/- and interest of
| R.s 9,299/- after adjusting payments. I
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Case No. 150
Para No. | Gist of the case Present positicn
2.8.1 Audit cross verified the details of inter state SL.No.5 Kerala Electrical and Allied

transfer of stock by way of sale or otherwise by
the assessee with that of the annual returns filed
by the assessees and found that 28 dealers under
14 CTOs had failed to report entire/part of their
inter-state sales and stock transfer out, captured
in check post module of KVATIS. The assessing
authorities did not re-assess the same under
section 25 of KVAT Act, 2003. This resulted in
short payment of tax, cess and interest of Rs.2.19
Penalty up to Rs.3.22 crore was also

crore.

{eviable in these cases.

Dealer Name / TIN Kerala Electrical and
Allied Engineering Co.
I Ltd. KEL
32070477925

Year 2011-12

Turnover Short| 8668311

Reported (Rs.) |

Total tax cess and 494740

interest

Penalty (Rs.) 773031

Engineering Co, Ltd-KEL

32070477925 (2011-12)
CTO, Special Circle 111, Ernakulam

The assessment for the year 2011-12 was
completed on 03-03-2015 with an additional
demand of Rs.23,19,433/-. Aggrieved by the
the assessee filed appeal
DC(Appeals), Ernakulam. The appeal was
disposed vide Order No.KVATA-515/2015 datedI
29-3-2016 with direction to

assessment order. The defect pointed out by the

order before

modify the

Audit Enquiry (i,e the inter-state sales turnover

deducted twice while computing the total

taxable turnover) was considered while
modifying the assessment order and was|
rectified. As per the modified order dated |
10.06.2016 demand is Rs. 2,03,574/-, RR|
proceedings were initiated vide RRC No.t

93/2014-15 dated 19.03.2015.




2 ) Case No. 151
[ Para Gist of the case Present position
No.
J 2.8.1 [|Audit cross verified the details of | SLNo.6 Lakshmi Match Industies

inter state transfer of stock by way
of sale or otherwise by the assessee
with that of the annual returns filed
by the assessees and found that 28
dealers under 14 CTOs had failed to
report entire/part of their inter-state
sales and stock transfer out,
captured in check post module of|
KVATIS. The assessing authorities
did not re-assess the same under
section 25 of KVAT Act, 2003. This
resulted in short payment of tax,
cess and interest of Rs.2.19 crore.
Penalty up to Rs.3.22 crore was also |

leviable in these cases.

Dealer Name / La_kshmi Match

‘ TIN Industries
32050257592 |

I : —

Year 2011-12

Turnover Short 2754298

'Reported (Rs.)

Total tax cess 142431

and interest

Penalty (Rs.) 222547

32050257592(2011-12)

T ial Circle, Kottayam

On verification of the inter-state sales transactions made by
M/s Lakshmi Match Industries, during the year 2011-12, as
reported in the returns filed with that of the checkpost

transactions uploaded in the KVATIS revealed the following:-
Rs.130.86 lakhs

Total Inter-state sales conceded in

the return

Total inter-state sales as per|Rs.158.40 lakhs

- |transactions in the checkpost transaction module of KVATIS

—

checkpost transactions in the
KVATIS system
Difference | Rs.27.54 lakhs

On verification of the inter-state sales of the dealer recorded in
the checkpost transaction module in KVATIS it is found that
there is duplicate and even triplicate entry of the same

transaction in respect of the following entries.

Thus, the duplicate or triplicate entry of the very same

resulted in excess sales(inter-state) to the tune of Rs.25.77 lakhs.

Deducting this amount from the total amount of inter-state sales

recorded in check post transaction comes to Rs.132.63 lakhs.

| | Thus the actual difference in inter-state sales disclosed in the|

return filed with that of the checkpost transaction comes to
Rs.1.77 lakhs only. Hence it was proposed to complete the CSTI
assessment for the year 2-11-12 under Rules 6(5) of the Kerala
CST Rules. While issning notice to the dealer, the dealer argued

that the invoice corresponding the difference in turnover belongs
to the year 2010-11 and it was covered in the annual return of
2010-11. On verification of files and records it is found that|
their argument is true and the amount of Rs.1,76,900/- found as
unaccounted is actually related to the previous year. The CST
assessment for the year 2011-12 was completed vide order

No0.32050257592/11-12 dated 7-2-2016. Hence tax and interest
|

S |

not demanded.
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Case No. 152
| Para No. Gist of the case Present position o0
2.8.1 |Audit cross verified the details of inter SLNo.7 Bestwood Traders
) 32150725762 (2011-12)
state transfer of stock by way of sale or T ecial Circle. Mattancher

otherwise by the assessee with that of the
annual returns filed by the assessees and The audit objection is as follows:-

found that 28 dealers under 14 CTOs had The value of goods transported out through checkpost

. . e :Rs.6,24,34,235/-
failed to report entire/part of their inter- Turnover of goods transported out returned
state sales and stock transfer out, :Rs.5,84,75,729/-

Difference in turnover reported
:Rs. 39,58,506/-
KVATIS. The assessing authorities did |

not re-assess the same under section 25 The audit objection has been verified by the assessing
of KVAT Act, 2003. This resulted in authority. Verification of the data received through

short payment of tax, cess and interest of KVATIS revealed that there occurred duplication of 26

captured in check post module of

Rs.2.19 crore. Penalty up to Rs.3.22 invoices valued at Rs.40.98 lacs in the Check Post

crore was also leviable in these cases. entries. The list of duplicate entries are as follows:-
DUPLICATE ENTRIES
| ! Dealer Name / TIN | Bestwood Traders SLNo | Invoice No. Value in lakhs ]
| 32150725762 1 404 1.042
‘ ‘Year i 2011-12 9 425 1.475
| EL;;I;?:S (Rs')Shortl 39,58,506/ i | :ﬁ; 1:§ :
Total tax cess and 2,86,481/- . .
interest ! ‘5 *430 _1.624
| Penalty (Rs.) | 4,47,626/- 6 429 | 1.118
7 433 1.969
8 1439 1.364
9 | 438 1.379 |
10 442 1.963
‘ 11 445 1519
_12 J|r447 - “1.073 - |
‘ 13 414 1.188
| 14 L415 2.896 \
| 15 a3 1624 B |
| 16 416 1.615
17 417 1.308
| 18 418 1.477 |
| | 19 1419 1.464
_20 J_42 1 u1.472
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2|7

21 448 2.263
2 358 [1.05
23 453 [1.317
L |24 452 1.521
25 454 2,249 |
26 457 1.448
Total 40.989

in the above circumstances, no tax evasion is involved in

| this case and hence the para may be dropped.




" |
o I e I CaseNo.lSBﬁ

Para Gist of the case Present position

No.

2.8.1

Aundit cross verified the details of‘ SLNo.8 Zahi Rubbers India Ltd

inter state transfer of stock by way of 32150730622 (2010-11)
sale or otherwise by the assessee with T ecial Circle, Mattancherr

that of the annual returns filed by the
assessees and found that 28 dealers M/s Zahi Rubbers India Pvt. Ltd is an organization

under 14 CTOs had failed to report|manufacturing procured tread rubber.  They also process

entire/part of their inter-state sales|Rubber compound for Tyre factories on job work basis. The
and stock transfer out, captured in raw materials like Carbon Black, Row Rubber, Synthetic
check post module of KVATIS. The Rubber, Crumb Rubber Oil, Zinc Oxide and other chemicals
assessing authorities did not re-assess |are supplied by Tyre company using their documents and the
the same under section 25 of KVAT

Act, 2003. This resulted in short

processed Rubber compound is carried to their tyre factory

units at their own cost and using their own Delivery Note. M/s
payment of tax, cess and interest of‘ Zahi Rubber receives Rs.3.50/Kg. for processing charges for 3
Rs.2.19 crore. Penalty up to Rs.3.22 minutes as per job work contract. |
crore was also leviable in these cases. Out of the total inter-state sales Rs.270.197 lakh reported

'in check post transactions, 16 nos of inter-state sales and inter-

|Dealer Name /! Zahi Rubbers f| state stock transfer (out) are to MRF Ltd, amounting to 254.34

TIN India Ltd. lakhs. This is the transport of rubber compound taken after
32150730622 |

| I job work by MRF Ltd. and it was entered as inter-state

Year 2010-11

- sale/inter-state stock transfer(out) by the check post

| Turnover  Short 23411382

FRepormd (Rs.) | authorities. The actual inter-state sale of M/s Zahi Rubbers

Total tax cess‘ 1324y73 India Ltd. is for Rs.36.08 lakhs as declared in annual return

(and interest ‘and audited profit and loss account. But only transactions to

Penalty (Rs.) 1891640 |the tune of Rs.15.86 lakhs was entered by Check Post

authorities.
The total sales turnover of Zahi Rubbers for the year
2010-11 is detailed below:-
Local sales turnover :Rs.8.63 lakhs
Inter-state sale turnover  _:Rs. 36.08 lakhs
Total :Rs.44.71 lakhs

‘ annual return and the fact was ascertained through verification

These sales are declared in Profit and loss account and

of books of accounts of the dealer. Also the checkpost
transactions in KVATIS and Delivery Memo produced by the
dealer were verified. In the circumstances, there is no revenue

|
loss occurred in this case and hence this para may kindly be

waived.
-
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Case No. 154

{ Para Gist of the case | Present position
| No.
I 2.8.1 |Audit (_:ross verified the de—ta_ils_o-f_FSl NO.B Modern Sanita:y

linter state transfer of stock by way of 32080710565 (2010-11)
r ‘sale or otherwise by the assessee with CTO., Special Circle, Thrissur

that of the annual returns filed by the

assessees and found that 28 dealers The audit objection is that wvalue of goods

I

under 14 CTOs had failed to report transported out through checkposts is for Rs.62,16,273/-;
‘entire/part of their inter-state sales and | whereas turnover of goods transported out conceded in the
‘stock transfer out, captured in check‘return is Rs.39,794/-, Thereby there is a short reporting of
turnover of Rs.61,76,479/-. In view of the Audit objec:ticmI
a notice U/s 25(A) dated 27-10-2015 was issued by the

‘post module of KVATIS. The

assessing authorities did not re-assess

the same under section 25 of KVAT |assessing authority. The assessee filed reply on 12-11-
Act, 2003. This resulted in short|2015 stating that they had uploaded all invoices covering
payment of tax, cess and interest of | the alleged inter-state sales as local sales by paying local
Rs.2.19 crore. Penalty up to Rs.3.22!

crore was also leviable in these cases, | transactions with the own invoices uploaded by the

tax rate, The assessing authority verified the checkpost

|assessee and found that all the transactions have been
Dealer Name / Modermn Sanitary |entered by the dealer as local sales. Since the entire sales

JamN | 32_030710565 || was billed by levying full tax and duly accounted by the
Year 2010-11

| ___|dealer as local sales, it will ntot fall within the ambit of
Turmnover  Short 61,76,479/-

short levy. In view of the above, the audit objection may

| Reported (Rs.) o
[ ' d d.
Total tax cess and ~ 10,67,343~ || C C oPP®
_ interest
‘ Penalty (Rs.) 15,24,777/-
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Case No. 155

Para Gist of the case | Present position
No.
2.8.1 |Audit cross verified the details of inter state.Sl.No.IO Best Ready Mix g;;)ncrete

transfer of stock by way of sale or otherwise 32080756904 (2010-11)

by the assessee with that of the annual returns CTOQ, Special Circle, Thrissur

filed by the assessees and found that 28

dealers under 14 CTOs had failed to report Considering the audit objection, the

entire/part of their inter-state sales and stock assessment in respect of M/s Best Readymix
transfer out, captured in check post module of Concrete, Mundur for the year 2010-11 has
KVATIS. The assessing authorities did not re- been completed  vide Order No.
assess the same under section 25 of KVAT Act, 32080756904/2010-11 dtd: 30.11.2015 by
2003. This resulted in short payment of tax, creating a demand of tax Rs. 2,27,161/- and|
cess and interest of Rs.2.19 crore. Penalty up interest Rs.1,27,210/-. The assessee filed an

to Rs.3.22 crore was also leviable in these appeal against the order before the DC

cases. (Appeal), Thrissur. As per Order No.

E);aler Name / TIN Best Ready Mix | 2653/2015(2010-11 of the DC (Appeal),
i Concrete Thrissur dated 22.01.2017 dismissed the appeal.

32080756904

r - | Again the assessee filed an appeal before

Year 2010-11 Aoncll B il

' 1 te Tri , E . A

ITurnover Short 1966316 ppetate ouna raktiem S PE

Reported (Rs.) | TA(VAT) No.263/2017 dated 06.01.2020 of

' —

ITotal tax cess and 347547 | Hon’ble Appellate Tribunal, it was directed the

| »

}mterest i . | assessing authority to delete the addition of

Penalty (Rs.) A 226296 Rs,17,99,300.00 from the original assessment.

Since the assessee was dealing in a commaodity,
namely, readymix concrete, which could never
be transported over a long distance, that is from
Thrissur to the alleged consignee M/s Schwing
Stetter India Pvt Ltd, Tamilnadu. In fact, this
commodity could not be transported long
distance. Further it was also observed that the
assessee has produced along with the argument |
note the copy of the “Approved Form *F Token
‘Details” dated 19/11/2010. The vehicle number!
shown is KL 07 AW 4564. As per the details,
there are several other consignments in the
vehicle. There are in total 25 consignments in‘
the vehicle including that of the assessee {Item

J_No:l?). Readymix concrete can be transported |




— S

only in the assessee’s vehicle and not in a
vehicle comprising of several other articles.
'Hence this transaction is treated the sale as an
{intra State Sale. So the original assessment|
‘modified as per Order No. 32080756904/2010-
11 dated 11.06.2020 by deleting the addition of
Rs. 17,99,300/-. In the circumstances, at present

Ithere is no arrear related to this audit objection.
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N _ B B Case No. 156
Para Gist of the case Present position
. No.
| 28.1 |Audit cross verified the details|Sl.No.11 Narmada Business Links (P) Limited
3 32010106364 (2011-12)
of inter state transfer of stock by T ial Circle. Thiravananthapuram

way of sale or otherwise by the
assessee with that of the annuall
returns filed by the assessees
and found that 28 dealers under
14 CTOs had failed to report
entire/part of their inter-state
sales and stock transfer out,
captured in check post module
of KVATIS,

authorities did not re-assess the

The assessing

same under section 25 of KVAT
Act, 2003. This resulted in short
payment of tax, cess and interest
of Rs.2.19 crore. Penalty up to
Rs.3.22 crore was also leviable

in these cases.

r T —1

‘Dealer Name / Narmada

TIN Business

| Links (P)
Limited

32010106364

Year 2011-12

Turnover | 22,12,298/-

'Short

Reported (Rs.)

Total tax cess! 3,57,507/-

and interest

Penalty (Rs.) 5,58,604/- |

J accounts and returned in Form No.10.

Considering the above facts the audit objection may be dropped.

The audit authority observed that the dealer had effected an
inter-state sales to the tune of Rs.22,12,298/- as per the KVATIS
checkpost transactions for the year 2011-12 and the dealer had not
returned any inter-state sales turnover during the year and thereby
turnover short reported comes to Rs.22,12,298/- occurred in the
instant case.

The audit objection has been verified. As per the KVATIS check
post transactions the following three invoices are shown towards

inter-state sale.

Invoice | Date ' Name of the dealer Value (Rs. In
No | lakhs) ’
720 17/312  Silpi  Construction| 631 |
Contractors
- + + — s
721 [17/3/12 | Silpi Construction 6.31
] | Contractors |
724 19/312 | Silpi Construction] 399 |
f Contractors
L ‘ ‘ B I

On Verification of the above invoices, it is seen that M/s Narmada
Business Links (P) Ltd had effected sales to Silpi Construction
Contractors, Pettah, Thiruvananthapuram and levied full tax i.e
12.5% and the dealer included the above invoices in their books of
It is understood that M/s
Silpi Construction Contractors transported the goods to their work
site at ISRO Mahendragiri. In the instant case, there is no

escapement of the turnover and no such short levy of tax.
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Case No. 157

Para -- - (Gist of the case [ Present position
No.

28.1 |Audit cross verified the details of inter state SLNo.12 Parthas

transfer of stock by way of sale or otherwise 32010128864 (2011-12)

by the assessee with that of the annual returns | CTQ, Special Circle, Thiruvananthapuram
filed by the assessees and found that 28

dealers under 14 CTOs had failed to report, The audit objection has been verified. The‘|
entire/part of their inter-state sales and stock transactions found in KVATIS as pointed out in audit

transfer out, captured in check post module of | pertains to inter-state purchase return effected by the
KVATIS. - The assessing authorities did not|dealer for which the dealer has produced copies of |
re-assess the same under section 25 of KVAT |documents like goods return invoice, credit notes and’
Act, 2003. This resulted in short payment of l debit notes issued by the supplier including transport
tax, cess and interest of Rs.2.19 crore. details. As such there is no short levy as pointed out in’

Penalty up to Rs.3.22 crore was also leviable the audit. Hence the audit objection may kindly be

in these cases. ‘ dropped. |
Dealer Name / TIN Parthas ||

| 32010128864 |

| Year 2011-12 |

Turnover Short 64,70,847/- l

'Reported (Rs.) |

Total tax cess and 1,67,093/- ‘

interest

'Penalty (Rs.) 2,61,082/-
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Case No. 158
Para | Gist of the case | Present position
L No. | . St e N
28.1 'Al.ldlt cross verified the details of Sl No.13 Maglkar Engineers Pvt.Ltd |
inter state transfer of stock by 32010131755 (2011-12) :
way of sale or otherwise by the AC-1 (Assmt ial Circle, Thiruvananthapuram

| assessee with that of the annual The defect pointed out was the short reporting of inter state‘
returns filed by the assessees and sales effected through Check post. As per CTCP data, the
found that 28 dealers under 14 assessee has effected interstate sales for Rs. 2,07,83,091/- as

CTOs had failed to report detailed below- |
|

‘enmeﬁ part of their inter-state sales | CGhe 'Nat |Entr | Con | Con |Invo Invo Co |Qua Wei Valu|

|

| and stock transfer out, captured i ml ck |ure |y |sign sign ice lice Jm ntity | ght |e (in |

check post module of KVATIS. | post of |Dat or |ee |No. |Dat |odit | lakh |

J The assessing authorities did not | Tran | e | e |y | | s) |

| re-assess the same under section | sacti . ' |

25 of KVAT Act, 2003. This|  on L

resulted in short payment of tax, |wal Inte |06/0 Mar ‘Shri‘2 02/0 Mot 1 0 59.5"
| cess and interest of Rs.2.19 crore. || gyar r  -14/20 ikar |Ran 4/20 or | Nos. | '

Penalty up to Rs.3.22 crore was |_CT 'Stat |11 Eng swa 11  Cars |

l :also leviable in these cases. Che e inee | roop | i |

’ ‘ ck Sale | rs | Me ‘ | ’ '

| I\’Dealer Name / Marikar | Post s Priv |mor .

| _ 32010131755 It Ltd Cha

| Year 2011-12 | ritab ' ‘

'Turnover Short| 2,07,83,001/- | e

Reported (Rs.) ; | Trus
Total tax cess| 33,58,548/- | |
and interest ] | ! ,.t ! | il I I .
Penalty (Rs.) L 52,47,730/- Wal Inte |06/0 Mar IEC 1 02/0 Mot |1 0 50 ‘

| ayar 'r -4/20 ikar |Edu 4/20 or |Nos.

‘ —CT | Stat |11 Eng ‘cati 11 | Cars ‘
Che |e inee | on i |
ck | Sale s |Ltd

" Post |s Priv

ate

Ltd
I._Wal_rlnte 15/0 Sko Mar 912 10/0 Mot 3 IO .4.54._
jﬂarf -_5/20¢da _ikar .048 i/20_oi | Pac _2
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Che |e
ck | Sale

Post | s

‘Wal ‘Inte |31/0
ayar |r -|5/20
‘—CT Stat |11
Che |e |

ck Sale!

Post s

‘wal Inte | 17/0
ayar 'r - 8/20
—CT Stat |11
|Che e
ck Sale

|Post | s

Wal Inte 20/0

ayar v - 8/20
-CT | Stat |11
Che e

ck  Sale

Post s

'wal | Inte | 20/0
ayar v+ - B/20 ikar |[da 378 |8/20 omo Nos 5

Vehi ket

‘Aut |Eng 89 |11
0 inee cles,
Indi |1s . Part i
a |Priv | s ‘ |
Pvt. ;ate .
Ltd |Ltd | |
Mar |Sko 0 ‘05/0|Aut 0 0 056
ikar |da 15/20 | omo |
Eng ‘Aut 11 bile
inee o Sparl
s | Indi e |
Priv ‘a : Part |
ate |Pvt. ; s/ | '
Ltd !Ltd Acc

| ess0 |

|
|

ries
{ | {

Mar Mar 363 |04/0 Elec 10 |0 085
ikar |ikar 378 |8/20 trica Box '

Eng Eng 6 11

inee Iinee

S |18

Priv |Priv

ate |ate |

Ltd | Ltd

1 es

-

ds/ ‘

Part | ‘
s

and

acce :
|
|

5501 ‘

jes

——

Mar Sko 363 200 Auwt 30 0 3.90

ikar [da 378 |7/20 omo Nos '3
Eng Aut 4 11 bile
inee |0 Spar
rs | Indi e
Priv |a Part
ate |Pwvt s/ |
Ltd |Ltd Acc |
: 550
Il ries

Mar |Sko 363 |12/0 Aut |9 O |0.95
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[—cr'stat |11 Eng |Auwt |7 1A bile | | |
||Che 'e inee |o uto | Spar
|ck Sale s |Indi mob e
Post 's |Priv |a ile |Part
‘ate | Pvt, | Spar s/
Ltd |Ltd e Acc
‘ 1 Part |esso
s/ ries
Acc '
| - |
1 | ries | .
Wal |Inte |16/0 Mar |Sko |Ctv 03/0 | Aut ‘0 4,23
ayar |[r -|9/20 ikar |da aa |9/20|omo 6
|-CT|stat |11 'Eng | Aut 363 |11 b h
IChe e inee (o ‘378 <Spar I
ck |Sale rs |Indi 9 e
‘Post]s ‘Priv a ‘ Part .
I ‘ate  |Pvt. | s/ '
Ltd jLtd \Acc
[ | [ €sso -
| | ries _I:
Wal |Inte 16/0‘Mar Sko Ctv [05/0 Aut 0 0.07
| ayar ;r -|9/20 ikar [da |aa [9/20 omo 5
~CT Stat |11 | Eng |Aut 363 |11 lbile |
Che (e inee o 379 Spar ‘
‘ck Sale rs  |Indi ’0 e
Post |s Priv |a | Part
ate Pt s/
| Ltd !Ltd Acc ,
’ ' esso ‘
, ries
Wal IInte i27/0 IMar TSko -For ‘24/-0‘Aut . .O 0.09‘
ayar r -19/20 likar 'da  mno 9/20 omo |2
_CT Stat |11 Eng Aut 150 11 bile !
Che ’e | inee o o | Spar‘ i
ck |Sale rs |Indi 363 e ‘
Post |s Priv |a 379 Part .
| ate |Pvt. 3 | s/
L teld | A _
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27277
I [T Tesso| =
| ries ‘
Wal | Tnte |28/0  Mar 'Sko For 240 Auwt |0 0 |039
ayar lr - 9/20 | ikar |da mno!9/20|omo '. 5 |
_CTIStat (11 'Eng |Aut 15n |11  bile |
Che |e inee [0 |0 Spar i
ck |Sale rs | Indi 363 e
Post s Priv |a 379 | Part
ate |Pvt. |2 | s/ |
’ Ltd |Ltd Acc
j | | ess0 i
| | | | ! iries ] |
Wal |Inte 28/0 Mar |Sko For 21/0 Aut |3 0 0.08
ayar [r - 9/20)ikar da mno|9/20 omo |Nos 8
—CT | Stat 11 ‘Eng (Aut 15n |11  bile | I
Che 'e inee [0 o Spar '
ck Sale rs Indi 363 e
|| Post s Privia 379 Part |
ate |Pvt. 1 ‘ s | |
[ | Ltd |Ltd i Acc i |
esso ‘ :
‘ | ries | -
Wal Inte [29/1 Mar [Sko Ctv |19/1 Aut |1 0 363
ayar v -|0/20 ikar da aa |0/20 omo Nos |6 |
~CT Stat |11 Eng Aut 363 |11 bile | |
Che }e inee 0 379 Spar .
ck 'Sale rs  |Indi 8 e
| Post ' Priv 'a Part
ate vat. s/
Ltd |Ltd Acc
€sso |
I ries L ||
;Wal Inte |29/ Mar Sko Citv |19/1 Auwt 3 0 |0.16
‘ ayar ‘r -10/20 ikar da aa |0/20 omo|Nos 5 ‘
—CT Stat 11 Eng Aut 863 |1]L hile
Che e inee o 379 | Spar ‘
ck | Sale rs |Indi |7 e |
|| Post ‘s Priv |a | Part
|ate 1PVt'. : _ﬁ_s/ i

et |




p

Ld |Lud res |

2550

L I ries | |
Wal Inte |08/L Mar |War 255 (021 Aut |1 250 418
ayar r -|2/20 ikar |rant 11/20 omo Pac Kgs |2 |
CT Stat |11 Eng |y 11 bile ket |
Che e | inee | Part ‘ Spar‘ |
ck | Sale s |s e
Post |s Priv |retu Part ‘

ate |m s/

Ltd |cent Acc

re | €sso | |
|
ties :

|
| | | |
) O - S
|Wal | Inte T29/1 Mar |Sko 225 |02/1 Aut (2 672 |74.6 \

|ayar 't -|2/20 ikar da 1/20 omo Box Kgs |52
—CT Stat |11 Eng Aut 10 bile es
Che |e inee |o Spar ‘
ck |Sale | rs |Indi e
;Post S Priv |a Part |
ate |Pvt. ‘ s/ | ‘
Ltd |Ltd ‘ Acc ‘ .
| ' €550 |
' | ries | |
| | | | . | | B }207.
!831 I

The first two transactions to Shri. Ramaswaroop Memorial
Charitable Trust & IEC Education Ltd. was actual interstate
sales but which they filed in KVAT return as local sales for the
month of April 2011 and the above sales had been considered in
the assessment order dated 04.02.2017.

The third item shown in the Check post data as interstate
sales vide invoice No. 91204889 for Rs. 4.542 lakhs is the
transaction in which the consigner is Skoda and the assessee is
the consignee. Hence it is evident that this is an interstate
purchase effected by the assessee.

The last two transactions are transportation of warranty
goods, that are also considered and discussed in the assessment
order dated 04.02.2017.
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S
Rest of the transaction are interstate_inﬁrchase returns under the
strength of Delivery Notes, M/s. Skoda Auto India Pvt. Ltd. is
the manufacture of Skoda vehicles and the principal supplier ofI
the assessee. !

The assessee filed KVATA 310/17 against the Assessment
order dt.4.2.2017. Subsequently, assessment modified vide orderI
n0.32010131755/2011-12  dtd.2.11.2022 creating additional
demand of Rs.7,45,131/- as tax plus interest of Rs.9,61,175/-.

Demand notice issued.
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Case No. 159
Para ( Gist of the case I Present position |
No. |
2.8.1 |Audit cross verified the details of|S1.No.14 South Indian Federation of Fishermen_ SOC I

inter state transfer of stock by way of
sale or otherwise by the assessee with
that of the annual returns filed by the
assessees and found that 28 dealers
under 14 CTOs had failed to report
entire/part of their inter-state sales and
stock transfer out, captured in check
post module- of KVATIS. The
assessing authorities did not re-assess
the same under section 25 of KVAT
Act, 2003.

payment of tax, cess and interest of

This resulted in short

Rs.2.19 crore. Penalty up to Rs.3.22

crore was also leviable in these cases.

Dealer Name /  South Indian

J
1

TIN | Federation of
Fishermen SOC
32010164864 H
[ —
Year 2010-11
- ! —|
Turnover  Short 43,04,395/-
Reported (Rs.) I
Total tax cess and 7,60,801/-
| interest I
| Penalty (Rs.) 10,86,858/- |

2010164864/2010-11

T ecial Circle, Thiruvananthapuram

o

Verification of KVATIS shows that the entire value of
goods transported through checkposts for Rs.1,72,77,301/-
as pointed out in audit pertains to Inter-state stock
transfer(out). M/s South Indian Federation of Fishermen |
Societies with TIN 32010164864 filed 'F Forms' in|
support of their inter-state stock transfer(out) for
Rs.1,72,08,015/-. Hence the CST assessment in respect of
the assessee for the year 2010-11 has been completed viclei
order dated 20-07-2016 assessing differential turnover of |
Rs.69285/- additional demand for
Rs.12,707/- (Tax Rs.10,955/- +Interest Rs.1,752/-). The
assessee paid the amount vide cheque No.834701 dated

creating an

20-04-2017. Hence the audit objection may be dropped. i
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Case No. 160

Gist of the case Present position

“1of inter state transfer of stock

rAudii cross verified the detalls ‘ S1.No.15 Bombay Rayon Fashions Litd
32010185002/2010-11

CTQ, Special Circle, Thiruvananthapuram

by way of sale or otherwise by
the assessee with that of the
lannual returns filed by the|
\assessees and found that 2
dealers under 14 CTOs had
‘failed to report entire/part of
their inter-state sales and stock
transfer out, captured in check |
post module of KVATIS. The|

|assessing authorities did not re- of Rs.3,998.38 lakhs as detailed below:

r .
assess the same under section

The Accountant General on cross checking of KVATIS check post
transaction module reported that the dealer had not conceded all the
8;(:heck post transaction in their return. But on verification of {
|assessment file, it is ascertained that the dealer had revised the

returns and furnished annual return on 07.08.2013 for the year 2010-

- On verification of check post transaction it is ascertained that the

dealer had conceded a total check post transaction{ Out) for the tune

2010 2011 Check Post Transaction{OUT) M/s Bombay Rayons

. | Month Stock Consignm Interstate Sale Export Total
25 of KVAT Act, 2003. This | Transfer  ent Stock (Rs.in
resulted in short payment of “— Out — SN S
. April | 8.62 17 25.62
|ix, cess and Interest of Rs.2.13 May I 58.86 0.58 256,14 289.19  GD4.77
crore.  Penalty up to Rs3.22 j. | 57.52 9.25 6675 16551 299.03
crore was also leviable in these ] July ] 30.46 22401 11608 37055
| cases. August 11.59 11455 24467 37081
Septembe 58.54 57.86 56.41 172.81
r |
|Dealer Name /; Bombay October 99.71 42.68 9391 2373
TIN Rayon 'Novembe 31.84 1093 24462 307.39
Fashions Ltd. || r
o | 32010185002 | December[ 13.43 88.86 52277  625.06
Year - 2010-11 Ia_nu'ary 1 0.00 024 38428 38452
|| Turnover 35447528 || February 14.07 20.09 270.4  304.56
Short March | 28.42 1.14 266.4 29596
| Reported (Rs.) | Total 413.06 9.83 92125 265424 399838
Total tax cess 2004912 | which is inclusive of stock transfer out, consignment stock transfer
Iand Dterest { out interstate sale and export. On verification of the Annual Return
' Penalty (Rs.) 2864160

! filed on 07.08.2013, in which the dealer had conceded export sales
to the tune of Rs.4,738.46 lakhs and interstate stock transfer out to

the tune of Rs.1,004.44 lakhs, consolidation of which derives to an

interstate turnover of Rs.5,742.90 which is much higher than the

check post transaction ascertained from check post transaction

module.

On scrutiny, of this office issued a notice proposing to reject the
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account in the absence of supporting documents such as 'F' Forms
for stock transfer out and bill of ladden and other related documents
to substantiate the export sales. ,

On receipt of the notice the dealer filed a reply along witﬂ ,,'F; '
Forms and documents relating to export, but failed to prove stock
transfer to the tune of Rs.24,53,136/- which was assessed to tax
demanding a tax liability of Rs.1,42,947/- along with cess of
Rs.1,429.47 consolidating to a total tax due of Rs.1,45,806.34. On
issuing Input Tax Credit the balance tax was fixed on Rs.79,161.34
along with interest of Rs.21,373.56 consolidating to a total due of
Rs.1,00,534/- which was paid by the dealer vide challan
Nos.192/dtd 30.08.2013, 458/04.10.2013 & 172/31.10.2013.

As the interstate turnover conceded by the dealer is very much
cn the higher side than that in the data available in checkpost
transport transaction module and the assessment pertaining to the
year 2010-11 in the subject matter was completed the C &AG

objection is not sustainable and may be dropped.
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Case No. 161

Gist of the case Present position

Audit cross verified the detaiIs‘Sl.No.IG Nirmala Automobiles (P) Ltd
2010194902/2010-11

of inter state transfer of stock CTO, Special Circle, Thiruvananthapuram

by way of sale or otherwise by

the assessee with that of the The audit objection is as follows:-

annual returns filed by the The assessee have effected the following inter-state sales for the
assessees and found that 28 year 2010-11.

dealers under 14 CTOs had

failed to report entire/part of |Inyoic No &|Name of the|Commodity | Value (Rs. In

their inter-state sales and stock aDate IDealer Lakhs) |
transfer out, captured in check 559/ lInternational Motor Cycle {1.614
03.04.10 | Parts
post module of KVATIS. The ! ' ; —
) _ ) 2012659/ M.G. Automobile 7.227
assessing authorities did not re- | 03.08.10 Automobiles Spare parts
e .H—._—__ + — ———mme e —
assess the same under section 8.841

25 of KVAT Act, 2003. This
resulted in short payment of Considering the audit objection a notice under Rule 6(5) of the CST

tax, cess and interest of Rs.2.19 (Kerala) Rules 1957 has been issued to the dealer. The assessee
‘crore.  Penalty up to Rs.3.22 stated that the invoice No and date issued to M/s International Cars
crore was also leviable in these & Motors Pvt Ltd is 558 dated 18-03-2010 and No.559 dated 03-04-
cases. 2010. This is verified with the system and found that the date of

invoice No.559 is 18-03-2010 as stated by the assessee. Regarding
|| invoice No.558 dated 18-03-2010, they have sent non moving spare

.. Dealer Name /| Nir-rr_lala

' TIN Automobiles | parts to the concerned manufacturers and sale bill No.558 dated 18-
| 32(§I1)())ggé02 03-2010 for Rs.1,61,390 is an 8B Bill and the dealer included the
Year 2010-11 saimne invoice in their March 2010 return. This is verified and found
iTurnover ’ 884064 | that though it is an inter-state sale, the dealer had included the sale
|?{}¢;gl:rted along with other local sales and included in their monthly return for
(Rs.) I the month of March 2010, Hence during the year there is no scope
ITotal tax cess ' 156258 | for assessing the same towards inter-state sales.

and interest

Penalty (Rs) | 223226 Regarding Invoice N0.2012659 dated 03.08.10, the dealer
stated that the invoice no. Stated in the notice is actually the
Delivery Note No. Issued to M.G.Automobiles Pvt Ltd, Zaheerabad
towards the body building in their chases supplied as per the
purchase invoice WNo.107/EMP/2010-11 dated 3-07-2010 for
Rs.7,22,674/- . The dealer also produces the copy of the delivery
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“x
.note for verification . The assessing authority verified the same and
found that the number noted against invoice No is delievery note
No. Of the dealer and the dealer using the above delivery note
chases purchased vide invoice NO.107/EMPL/2010-11 dated 3-7-
2010 from Eric Motors Pvt. Ltd. were sent for body building and
after body building the vehile sold to Sree Budha College for
Engineering for Women, Elavanthara vide invoice No0.243 dated 8-
09-2010. Copy of the above sale invoice and original purchase
invoices were also produced by the dealer for verification. After the
verification of these documents, the assessing authority satisfied that
there is no inter-state sales effected through this transaction.
Considering the above facts the CST assessment of the dealer has
been completed vide order No.32010164864 dated 30-11-2015 as
('NIL! demand.
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Case No. 162
Para No. Gist of the case Present position I
2.8.1 Audit cross verified the details of inter|S1.No.17 Nirmala Automobiles (P) Lid

state transfer of stock by way of sale or
otherwise by the assessee with that of
the annual returns filed by the assessees
and found that 28 dealers under 14
CTOs had failed to report entire/part of
their inter-state sales and stock transfer
out, captured in check post module of
KVATIS. The assessing authorities did
not re-assess the same under section 25
of KVAT Act, 2003. This resulted in
short payment of tax, cess and interest
of Rs.2.19 crore. Penalty up to Rs.3.22

crore was also leviable in these cases.

Dealer Name / Nirmala
TIN Automobiles (P)
Ltd.

32010194902

Year 2011-12

Turnover  Short 1310107

Reported (Rs.)

Total tax cess and 211713

interest

Penalty (Rs.) 330802 .

32010194902/2011-12
CTO, Special Circle,
Thiruvananthapuram

Based on the audit objection the assessing
authority issued notice to the dealer. On verification

of the documentary evidences produced by the

dealer, the assessing authority allowed the
contentions of the dealer for Rs.13,05,607/- and
completed the assessment vide order

N0.32010194902/2011-12 dated 30.11.2015. As per
the amount order, escaped turnover of Rs.4,500/- is
assessed along with the turnover conceded by the
dealer thus creating an additional demand of
Rs.1,340/- and the dealer remitted the amount vide
chalan No.653/10.02.2016. Since the case is partially
sustainable and the short levy is made good by the
dealer the objection may be dropped.
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Case No. 163
Para No., T = Gist of the case I Present position
2.8.1 |Audit cross verified the details of| Sl.No.18 JCT Motors

inter state transfer of stock by way of
sale or otherwise by the assessee
with that of the annual returns filed
by the assessees and found that 28
dealers under 14 CTOs had failed to
report entire/part of their inter-state
sales and stock transfer out, captured
in check post module of KVATIS.
The assessing authorities did not re-
assess the same under section 25 of
KVAT Act, 2003. This resulted in
short payment of tax, cess and
interest of Rs.2.19 crore. Penalty up
to Rs.3.22 crore was also leviable in

these cases.

Dealer Name / | JCT Motors
TIN | 32010619015

| Year 2011-12
Turnover ShortT 22,50,111/-
Reported (Rs.)

Total tax cess  3,63,619/-
and interest ,
Penalty (Rs.) Se8154- |

L : I

32010619015/2011-12

CTQ, Special Circle,
Thiruvananthapuram

Verified the audit objection. As per the KVATIS
check post transactions (September 2011), it is stated that
inter-state sales stating consignor J.C.T. Motors and
consignee Hero Motors Corporation Ltd. as per invoice
No0.5110721641 dated 19-8-2011 for Rs.22.50 lakhs. In
the same month there is another entry- inter-state
purchase returns from J.C.T. Motors to Hero Motor
Corporation in the same invoice No. & date. Actually it is
an inter-state purchase from Hero Motor Corporation to
J.C.T. Motors and inter-state purchase return from JCT
Motors to Hero Motor Corporation. In the instant case

there is no short reporting of any turnover towards inter-

state sales.




Case No. 164
; T " -
J Para No. Gist of the case . Present position
Audit cross verified the details of inter ’ SLNo.19 New Chalai Agencies

‘ 2.8.1

| state transfer of stock by way of sale or

32010874604/2010-11

T cial Circle
otherwise by the assessee with that of the Thiruvananthapuram

annual returns filed by the assessees and
found that 28 dealers under 14 CTOs had
failed to report entire/part of their inter—‘

The audit objection has been verified and it is
seen that the inter-state sales effected are accounted

and included in the returns and accounts. Since tax

1 d nsfer out e .
state sales and stock transfer out, captured was fully collected for the inter-state sales they have

in. check post module of KVATIS. ThF"\includec:l the inter-state sales under the tax head

i iti i -aSS 3 - ;
assessing authorities did not re-assess the 12.5%, 4% and 0% without separating it as intra or

same under section 25 of KVAT Act, inter. There is no short reporting of any turnover

2003.  This resulted in short payment of towards inter state sales in this case.

tax, cess and interest of Rs.2.19 crore.
Penalty up to Rs.3.22 crore was also

leviable in these cases.

r]—Dealer Name / TIN New Chalai
Agencies
32010874604 +|
Year 2010-11 ‘
Turnover Short 21,45,524/-
Reported (Rs.) |
ITotal tax cess and 3,79,222/- I
|| interest
(Penalty (Rs.) 5,41,746/- J L
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Case No. 165

'\ Para No. | Gist of the case T Present position

I 2.8.1 :Audit cross verified the details of inter state I SL.No.20 New Chalai Agencies

32010874604/2011-12

CTO, Special Circl
‘ ;by the assessee with that of the annual returns ‘ Thiruvananthapuram

filed by the assessees and found that 28
J ‘dealers under 14 CTOs had failed to report The audit objection has been verified and it is seen

|transfer of stock by way of sale or otherwise

entire/part of their inter-state sales and stock that the inter-state sales effected from April 2011 to

transfer out, captured in check post module of July 2011 are accounted and included in their return

KVATIS. The assessing authorities did not re- and accounts. Since tax was fully collected for the
inter-state sales, and included in the returns as sales |

under the head 0%, 4% and 12.5% without’

separating intra or inter. There is no short reporting‘

‘ |assess the same under section 25 of KVAT
Act, 2003. This resulted in short payment of
tax, cess and interest of Rs.2.19 crore.

| ‘Pen alty up to Rs.3.22 crore was also leviable |of any turnover towards inter state sales in this case.

in these cases.

Dealer Name / TIN | New Chalai Agencies
| 32010874604 |
| Year 2011-12 |
Turnover Short 17,58,551/- ‘
| Reported (Rs.) |
Total tax cess and 2,84,182/-
| | interest
} Penalty (Rs.) 4,44,034/-
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i Case No. 166
Para No. Gist of the case Present position
2.8.1 [|Audit cross verified the details of |Sl.No.21 The Travancore Mat & Mattings Company

—

inter state transfer of stock by way
of sale or otherwise by the assessee
with that of the annual returns filed
by the assessees and found that 28
dealers under 14 CTOs had failed to
report entire/part of their inter-state
sales and stock transfer out,
captured in check post module of
KVATIS. The assessing authorities
did not re-assess the same under
section 25 of KVAT Act, 2003. This
resulted in short payment of tax,
cess and interest of Rs.2.19 crore.
Penalty up to Rs.3.22 crore was also

leviable in these cases,

‘Dealer Name /| The Travancore

TIN Mat & Mattings
Company
32040250132
| Year 2011-12
J Turnover Short| 1,48,54,913/-
Reported (Rs.)
Total tax cess 7,57,001/-
and interest |
Penalty (Rs.) 11,82,814/- |

32040250132/2011-12
T ial Circle. Al uzha

The Travancore Mats and Matting Company, Cherthala is an
assessee on the rolls of Commercial Tax Office, Cherthala. The
assessee filed annual return which disclosed inter-state sales for|

Rs.4,43,072/-.  But as per audit report the inter-state sales

disclosed is for Rs.1,56,53,984/-. The assessing authority verified
the check post transactions in KVATIS. 1t is seen that the|
assessee had effected inter-state sale for Rs.1,50,14,442/-. The
assessing authority adopted sales turnover of Rs.1,56,53,984/-
which is disclosed in the audit report and issued notice under
Rule 6(5) of the CST Rules on 13-10-2015. The assessee filed
reply that

Rs.1,56,53,984/-.

stating as per accounts inter-state sales is|

But on verification of bocks of accounts the

assessee had effected inter-state sales of coir products for
Rs.54,77,608/- which is exempted from total inter-state sales.
The balance taxable turnover of Rs.1,01,76,376/- is assessed to|
tax as per Order No.32040250132C/11-12 dated 6-6-2016 by
fixing total turnover of CST sales for Rs.67,52,05,273/- and!
taxable turnover fixed for Rs.1,02,88,380/- creating an additional
demand of Rs.17,15,050/- (Rs.11,35,797/- tax + Rs.5,79,253/-

interest). Assessee filed appeal before DC(Appeal), Kollam al
conditional stay order No. KVATA (ALPY)436/16 did. |
22.09.2016 with direction to remit 20%. The dealer paid Rs.|
3,43,010/- as per chalan No. 556/15.10.2016. The dealer opted |
Amnesty Scheme 2019 and paid Rs. 7,92,787/- as per chalan No.
KL004072820201920M dtd. 01.07.20109.
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Case No. 167

Gist of the case Present position

‘Audit cross verified the details- of'Sl.No.ZZ M/s Cher_nmarathil Cashew Company ‘
' 32020207536/2011-12
CTO, Special Circle, Kollam

The audit objection is that the assessee had short reported

inter state transfer of stock by way
of sale or otherwise by the assessee

\'with that of the annual returns filed

the value of goods transported through checkpost to the tune
of Rs.23,18,035/- for the year 2011-12.

In this connection, verified the checkpost transactions of

by the assessees and found that 28
dealers tinder 14 CTOs had failed to

report entire/part of their inter-state
the assessee through out the year 2011-12. As per the details

available through KVATIS, the total turnover which is stated

sales and stock transfer out, captured
in check post module of KVATIS.

’ s are e as inter-state sales(nature of transaction) of the dealer during |
| The assessing authorities did not re- st (na on) al g

| assess the same under section 25 of | 2011-12 is Rs.353.25 lakhs as noted in the Audit Query. But;
'KVAT Act, 2003. This resulted in °% verification it is ascertained that even though the nature of
o). transaction is noted in the checkpost data as inter-state sale,
short payment of tax, cess and

interest of Rs.2.19 crore. Penalty up out of the total amount of Rs.353.25 lakhs, an amount of

Rs.126.737 lakh is export sales and also an amount of|
Rs.20.325 lakh is import. So only Rs.206.18 lakhs

to Rs.3.22 crore was also leviable in

these cases.
- {Rs.353.25-(126.737 + 20.325) related to inter-state sales of |
Dealer Name /| Chemmarathil -
TIN Cashew the dealer. The inter-state sales turnover conceded by the‘
‘ | Company ‘ assessee is Rs.271.41 lakhs. So there is no short reporting of
32020207536 | I
i ane .| interstate sales turnover and consequently there is no short
Year | 2011-12
' I P 0
Turnover Short 2318035
Reported (Rs.)

| - |
| Total tax cess 119871
and interest

Penalty 187298
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Case No. 168

Gist of the case Present position

2.8.1

|Audit cross verified the details of inter state SL.N0.23 Hindalco Industries I.td,
' 32110295501/2010-11

transfer of stock by way of sale or otherwise T ecial Circle 1. Kozhikode

by the assessee with that of the annual

‘retums filed by the assessees and found that The assessing authority verified the books of

28 dealers under 14 CTOs had failed to 2CCOUDLS of M/s Hindalco Industries Ltd for the year
2010-11 and found that the dealer had the following

interstate sales/stock transfer during the year.

report entire/part of their inter-state sales

land stock transfer out, captured in check

post module of KVATIS. The assessing Inter-state sales 'Rs.92,37,186.00
aithiities did niot re-assess the same under Inter-state stock transfer  :Rs.75,73,814.00
Total : Rs.1,68,11,000.00

section 25 of KVAT Act, 2003. This

resulted in short payment of tax, cess and The total value of goods transported through the

interest of Rs.2.19 crore Penalty up to checkpost during 2010-11 was Rs.1,68,11,000. The

Rs.3.22 crore was also leviable in these dealer produced the copy of F forms along with
: | i | supporting documents to prove the inter-state stock
T ) transfer of Rs.75,73,814/-. Since there is no short levy
[ Dealer Name /TIN | Hindalco Industries
Ltd. in this case, the audit objection may be dropped.
, 32110295501
. | Year | 2010-11
| Turnover Short 9237186
[ ‘ Reported (Rs.)
; Total tax cess and 158120
\ interest
( L ' Penalty (Rs.) 225886
{
(
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Case No. 169
.[ Para No. [ Gist of the case Present position
| 2.8.1 |Audit cross verified the details of|S1.No.24 M.C. Traders
inter state transfer of stock by wa 320110917344/2010-11
y way CTO. Special Circle II, Kozhikode

of sale or otherwise by the assessee
with that of the annual returns filed
by the assessees and found that 28
dealers under 14 CTOs had failed
to report entire/part of their inter-
state sales and stock transfer out,
captured in check post module of
KVATIS. The assessing authorities
did not re-assess the same under
section 25 of KVAT Act, ZE)OB.
This resulted in short payment of
tax, cess and interest of Rs.2.19
crore. Penalty up to Rs.3.22 crore

was also leviable in these cases.

[Dealer Name /| M.C. Traders
TIN 32110917344
Year 2010-11
Turnover Short| 25,82,992/-
Reported (Rs.)

Total tax cess 1,46,094/-
and interest

Penalty (Rs.) 2,08,706/-

1| Rs.24,56,000/-. As the defect pointed out is only a clerical

1 objection may be dropped.

M.C. Traders, Thiruvambadi is a registered dealer on the
rolls of this office engaged in local sales of Rubber
sheets/products. But KVATIS data shows the following

unaccounted sales.

Check TEntr Consi |Consi | Invoic |Invoic  Com | Value
post |y gner gnee eNo |eDate modit
date ‘ ! y
Walaya 7-4- |M.C. |Metro I DN 6-4- | Nature 25.83
r 10 |Trader | Tyres 23693 12010 | Rubbe |Lakhs
| ] lLtd. 29 r |

On verification of the above Delivery Note it is found that, the
aforesaid sales is effected by M/s Malaya Rubber and Agencies,
Kaloor, Kochin bearing TIN 32050238422 to Metro Tyres Ltd,
Ludhiana, Punjab after purchasing the same from M.C.Traders.
The dealer M.C.Traders sold the goods to M/s Malaya Rubber
& Agencies vide their invoice No.2 dated 6-4-2010 for

mistake occurred while entering data in CTCP, Walayar, the
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Case No. 170
[on ‘ . l e |
Para No. Gist of the case | Present position
2.8.1 Audit cross verified the details SL.No.25 M. Muhammed Nazeem
. 2111062222/2011-12

| lof inter state transfer of stock by T ecial Cirdle IL. Kozhiko ‘

|way of sale or otherwise by the

assessee with that of the annual | M/s Muhamed Nazeem had effected inter-state sale of Timber

returns filed by the assessees and | for Rs.1,55,16,496/- and the same was disclosed in the annual return

\found that 28 dealers under 14Ifor the year 2011-12. On verification of KVATIS Checkpost
| :CTOs had failed to report|transactions, it is revealed that there are duplicate entries for
‘ entire/part of their inter-state | Rs.13,05,900/- relating to 10 transactions. The reason for the

sales and stock transfer out, duplicate entries in KVATIS is that the 8F declarations are generated

captured in check post module from the Kisok situated nearby the checkpost. While generating
! of KVATIS. The assessing declarations, in case if any clerical mistakes or differences in value
authorities did not re-assess the are found, the dealer will generate fresh declarations for the same
(same under section 25 of KVAT ‘ consignment. Since both the declarations are in submitted stage the
Act, 2003. This resulted in short‘checkpost officials are mistakenly approved both 8F declarations.
payment of tax, cess and interest| Hence the transactions are duplicated in KVATIS. The details are as

(of Rs.2.19 crore. Penalty up toifollows:- |

‘ |Rs.3.22 crore was also leviable |

'in these cases. Token No IToln:n Date |Invoice | Amount | Consignee ‘Check
H‘ | No ‘ post
I B
4 , 321409201 11112011 [1002 | 86,044.00] Sreckrishna | CTCP
Dealer Name /| M. Muhanned ||| 1-12/11031 Wood Muthanga
TIN Nazeem ||| i i | |
3211106222 | 321409/201 |14.11.2011 | 1002 | 87,765.00 | Sreekrishna | CTCP
| [|1-12/11345 Wood Muthanga
| Year 2011-12 Products | |
Turnover 12,86,862/- || 321310/201 08032012 1058 | 88,773.00| Woodex CTCP B
Short Reported 1- Traders Manjeswar
(Rs ) P [ 12/124841
t - {/'321310/201 [08.03.2012 [1058 | 87,032.00 Woodex CTCPB
Total tax cess| 2,07,958/- 1- Traders Manjeswar
! and interest 12/124842 |
I | Penalty (Rs.) 3,24,934/- | 3214097201 09.03.2012  [1059 1,09,242,  Khaja CTCP
1-12/25980 00 | Harshan Muthanga
‘ | Timbers |
321409/201 109.03.2012 1059 I 1,07,100. | Khaja CTCP
‘ 1-12/25984 00| Harshan Muthanga
' JTimbers
13214097201  09.03.2012 1060 90,081.00 | Jaya CTCP
1-12/25817 1 Enterprises Muthanga
321409/201 09.03.12 1060 88,315.00 | Jaya CTCP

1-12/25872

T +o
321409/201 | 11.03.2012 1061 88,434.00 | M.N.Wood CTCP
1-12/26923 Products Muthanga

321409/201 | 11.03.2012 TIOGI J[ 85,700.00!M.N.W00d CTCP

Enterprises Muthanga
{ 1
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1-12/26926 Products Muthanga
321310/201  15.03.2012 1062 1,65,485. Wood Traders CTCPB
1- 00 Manjeswar
12/132898

11321310/201 | 15.03.2012 | 1062 1,62,240. | Wood Traders CTCP B
1- 00 Manjeswar
12/132899
321310/201 | 15.03.2012 | 1063 1,76,529.| S.N. Timbers | CTCPB
1- [ 00 Manjeswar
12/132956
321310/201 15.03.2012 1063 1,70,868. | S.N. Timbers CTCPB
1- 00 Manjeswar
12/132957
321310/201 | 20.03.2012 1064 1,89,460. | Noor Timbers | CTCP B
1- 00 Manjeswar
12/140172
321310/201 | 20.03.2012 1064 1,85,745, | Noor Timbers CTCPB
i- | 00 Manjeswar
121140173
3213107201 | 22.03.2012 1065 1,85,975. | New CICPB
1- 00 | Enterprises Manjeswar
12/141849

= il | | WIS | VO
321310/201  22.03.2012 1065 1,82,328. ‘ New CTCPB
1- 00 | Enterprises Manjeswar
12/141851
321015/201 | 28.03.2012 1066 1,49,736. | Malabar CTCP
1-12/27946 00 | Timber & Vazhikkada
| Furniture v

321015/201 | 28.03.2012 1066 1,52,731. | Malabar CTCP
1-12/27947 00 | Timber & Vazhikkada

| Furniture Vil

Hence there is no short Ievy as reported by the Accountant General.

Sri .Muhammed Nazeem had reported total interstate sale of
Rs.1,55,16,496/- for the year 2011-12. But on verification of
KVATIS details, it is found the dealer had transported goods valued
for Rs.1,68,03,358/- through the checkpost to outside state.
Pointing out these short reporting a notice issued to the dealer,
Against this proposal, the assessee had filed a reply, and stated that,
he had made interstate sales of Rs.1,55,16,496/- for the year 2011-
12. On verification of the checkpost transactions, it is found that
duplication entries have been occurred, and these duplication
considered in the assessment Order No0.32111062222/2011 dt
29.02.2016 of this office. Copy of the same is enclosed herewith for
ready reference. Hence the turnover reported by the assessee is
found correct and no need to re assess the case . This is for your

kind information.
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Case No, 171

Para No. Gist of the case Present position

I_—25_1 - .Audit- cross verified tﬁe details of inter S1.No.26 PKV Trading Company

state transfer of stock by way of sale or
otherwise by the assessee with that of
the annual returns filed by the assessees
and found that 28 dealers under 14
CTOs had failed to report entire/part of
their inter-state sales and stock transfer
out, captured in check post module of
KVATIS. The assessing authorities did
not re-assess the same under section 25
of KVAT Act, 2003. This resulted in
short payment of tax, cess and interest
of Rs.2.19 crore. Penalty up to Rs.3.22

crore was also leviable in these cases.

Dealer Name /| PKV Trading

TIN Company
32090281942

Tuarnover Short
Reported (Rs.)

\Total tax cess and|  1,70,947/-
| interest ,
Penalty (Rs.) 2,67,104/-

Year ‘ 2011-12
| 33,05,760/-
l

32090281942/2011-12

CTO, Special Circle, Palakkad
On KVATIS Scrutiny, it is found that the assessee had

effected interstate sales to the tune of Rs. 33,05,760.00 and
Export to the tune of Rs.6,52,27,000.00 during the year
2011-12. But the assessee has neither declared the amount
of Rs.33,05,760.00 in the annual return nor in the Audited
Statement. The dealer also had not produced relevant
statutory documentary evidences for export before the
assessing authority at the time of finalizing the assessment.
Therefore, the same was treated as sales suppression and
accordingly the assessment was completed vide order
N0.32090281942/2011-12 dated 22.11.2016. Aggrieved by
the assessment order, the dealer filed a writ petition before
the Hon’ble High court of Kerala and the same was
disposed vide judgement in WP(C) No0.906/2017-K

| dated.12.01.2017. The contention of the dealer in the

| petition was that, the dealer has effected only local sales to

M/s India Rubber and Chemicals, Kottayam (Ceyenar

| Associates). This firm ie. M/s.India Rubber and Chemicals

has effected interstate sale with M/s. Birla Tyres, Prop:
Kesoram Industries Ltd., Industrial estate, Uttarakhand. The
Hon’ble High court of Kerala stayed the assessment order
to the inter state stock transfer amounting to Rs.33,05,760/-
and directed the assessee to implead the Assistant
Commissioner, KVAT, Commercial Taxes, Kottayam, who

is the assessing officer of M/s India Rubber and Chemicals,

Kottayam, and also the said assessee and the court directed
‘to prefer statutory remedy of appeal with respect to issue of }
‘export sales. As directed by the Hon’ble High court of
Kerala, the assessee filed appeal before the Deputy
Commissioner  (Appeal, Palakkad. The Deputy
Commissioner (Appeal) has disposed the appeal and
directed the dealer to furnish the relevant documents related‘
to the export, before the assessing authority and the‘

assessing authority to verify and dispose the case on merit.
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Considering Ehis point in favour of the revenue, acfhere to
order No. KVAT 16/2017 dated 27.02.2017 the Deputy
Commissioner, Special circle has modified the original
assessment order vide No.32090281942/2011-12(Modified)
Dt.08-11-2018 as NIL demand.

Related to the issue of interstate sales of Rs.33,05,760.00
the dealer has submitted that the invoice of the said sale
with one more which were done by him as local sale to a
dealer named as M/s India Rubber and Chemicals (Ceyenar
Associates), Kottayam having TIN 32050240582 vide
invoice nos. R253 & R254 dt.30-03-2012. The dealer has
also submitted a certificate issued by M/s India Rubber and
Chemicals, Kottayam, purchaser, to prove his genuineness
in the transaction. M/s India Rubber and Chemicals,
Kottayam has also certified that, the same material was sold
interstate to M/s Birla Tyres, Prop: Kesoram Industries
Ltd., Industrial estate, Uttarakhand vide Delivery note Nos.
0271891 8 0271892 dt.30-03-2012. On further verification
with KVATIS it is found that M/s PKV Trading Company
has accounted local sales to M/s India Rubber and
Chemicals, Kottayam (Ceyenar Associates) vide invoice
no. R253 & R254 dt.30-03-2012. For Rs. 33,29,292/- each
which was also accounted by M/s India Rubber and
Chemicals, Kottayam (Ceyenar Associates). (Sale invoice
also includes tax collected on rubber cess Rs. 1280/- hence
total value comes to Rs.33,30,572.00). On verification with
KVATIS data on checkpost transactions it is seen that
Invoice No.0271891 Dt, 30-03-2012 Rs.33 557 lakhs was
entered against M/s India Rubber and Chemicals, Kottayam
(Ceyenar Associates) and Invoice no.0271892 Dt.30-03-
|2012.




Gist of the case
_;ﬁait_cr_osw:‘if_ierd_tﬂt_a details
|of inter state transfer of stock
by way of sale or otherwise by
the assessee with that of the
annual returns filed by the
assessees and found that 28
dealers under 14 CTOs had
failed to report entire/part of
their inter-state sales and stock
transfer out, captured in check
post module of KVATIS. The
assessing authorities did not

re-assess the
section 25 of KVAT Act, 2003,

same under
This resulted in short payment
of tax, cess and interest of
Rs.2.19 crore. Penalty up to
Rs.3.22 also

crore was

leviable in these cases.

. _—
| Dealer ‘ Pure !
Name / TIN Petrochem
India Pvt.
Ltd.
32010860902
Year ] 2010-11
Turnover 3465987
| Short
Reported
(Rs.)
! Total tax cess 612612
| and interest B
| Penalty (Rs.) 875160

SLN0.27 Pure Petrochem India Pvt. Ltd | |

1 IOCL representative and Tenderer on month to month basis.
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) ] Case No. 172
Present position

32010860902/2010-11
CTO, HI Circle, Thiruvananthapuram

The audit objection is examined by the assessing authority and

submitted the following facts. On random checking of the books of

accounts of the assessee it is seen that Indian Oil Corporation
Limited had granted a tender to M/s Pure Petrochem India Pvt. Litd
vide reference No. HO/PT/GT/2/2009-10 dated 16-6-2010.

In
paragraph 3,4 and 5 of the tender the conditions of delivery of
supplies, supply of raw materials and packaging materials are stated
as follows:
Deli hedule

Actual supplies should be as per the IOCL indent and the exact
requirement of IOCL will be intimated to the successful contractor
immediately. Strict adherence to the schedule is essential and any
deviation to the same will not be acceptable to IOCL. The operation |
of the contract will be coordinated by the respective in-charge of |

Lube Complex. Reconciliation of stocks shall be carried out by

Raw Material and Packaging Material
Contractor will require to uplift Base Oil and all packagingI

materials such as Containers, BOPP tape and cartons from IOCL's |

Plant/Warehouse. Address location wise is given below:

Lube Oil of Blending Plant

Indian Oil Corporation Limited (Mkt-Divn)

No.2, New Ennore High Road, Tondiarpet, Chennai-600081.

As per conditions in this tender and letter of intent of Indian Oil

|Corporation Ltd. the raw materials and packaging materials are

transported to Pure Petrochem Pvt. Ltd by the IOCL vide their

'excise invoice.

The raw materials supplied by the Indian Oil Corporation
Limited are processed according to the directions & instructions of
'IOCL and the products are send back to IOC vide stock transfer
invoice with specific remarks in the document that the materials
supplied by IOC vide transfer order #7073455 shipment #
297586186 duty payable IOC 7270 dated 7/8/2010 account IOCL
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LBP Chennaifl‘gx_ia_ndrum. The same materials processed and‘
packed on job work basis and returning back to IOCL the actual
owner of goods after paying central excise duty on account of IOC
by pure petrochem india Pvt Ltd. '

On verification of the trading, profit and loss account of the
assessee it is seen that they have received processing and
transportation charges income for an amount of Rs.11,88,663/-.
Hence it is submitted that the inter-state transactions as perl
following check post entries are goods send back to IOCL after‘

processing. The stock transfer document number is mentioned as

invoice number.

Check |Entry Consig Consig InvNo Inv. Comm Quanti | Value
post Date | nor nee Date odity |ty (in Il
(Boxes |lakhs)
)

Walaya | 10/11/1  Pure IoCL 3 I9f11.’10 Grease - [11.528

rCTCP 0 Petroch
em
India
Pvt Ltd
Amara 26/11/1 Pure 10CL |4 25/11/1 | Lubrica 651 9.683
vila 0 Petroch 0 nts  of | |
CTCP em all
India kinds
PvtLtd
Amara | 17/1/11 | Pure IOCL  005/I0 | 17/01/1 Lubrica 566 80419 ||
vila Petroch C 1 nts  of
CTCP em ' all
India kinds
Pvt Lid
Amara 20/1/11 Pure IOCL |6 20/01/1  Lubrica | 650 9.668
vila Petroch 1 nts of
CTCP em alt
India kinds
Pvt Ltd
Amara 22/1/11 | Pure IOCL 7 22/01/1  Lubrica 700 10.412
vila Petroch 1 nts of
CTCP em all
India kinds
Pyt Lid |
Amara | 27/1/11 | Pure IOCL 8 27/01/1 Lubrica 647 395
vila Petroch ‘ 1 nts of
| CTCP em all
India kinds
| | [Pvt Ltd '
Tot | 50.11
a |

|
On the basis of the above, it is clear that the materials supplied byI

the Indian Oil Corporation Ltd. vide their excise invoices are
‘processed and returned to IOCL by M/s Pure Petrochem India Pvt|
Ltd according to the delivery schedule of JOCL. In return of this

job work pure petrochem receives processing charges as income.
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Hence this transaction appears to be in the nature of labour contract.

There by there is no element of sale in these transactions. On

verification of the books of accounts it is seen that the assessee had |
|

accounted all other inter-state transactions entered in the check post.



rX-~ufa
Case No. 173
Para Gist of the case P Pfesent position
No. 3 : -
2.8.1 iAudit cross verified the details of|S1.No.28 Al-Mela Shopping {P) I.td

|found that 28 dealers under 14

inter state transfer of stock by way
of sale or otherwise by the
assessee with that of the annual

returns filed by the assessees and

CTOs had failed

entire/part of their inter-state sales

to report
and stock transfer out, captured in
check post module of KVATIS.
The assessing authorities did not
re-assess the same under section
25 of KVAT Act, 2003. This
resulted in short payment of tax,
cess and interest of Rs.2.19 crore.
Penalty up to Rs.3.22 crore was

also leviable in these cases.

Dealer Name / Al-Mel.; -
TIN Shopping (P)
Lid. |

32010890995 ||

Year 2010-11

Turnover Short 5047874

Reported (Rs.)

Total tax cess 571993 (|

and interest

Penalty (Rs.) 817134

{
|| transfer(out) was conceded as Rs. 92,53,310/-. Verification of
4
|| transfer (out) in 13/13A, which is on much higher side than that in

|| KVATIS.

32010890995/2010-11
CTO, ITI Circle, Thiruvananthapuram

The AG had made a query against the assessee for the year 2010-
11. 'fhe objection that was raised is with regard to interstate stock
transfer (out), in which it was mentioned that the dealer had only ,
conceded a stock transfer(out) to the tune of Rs. 25,27,566/- ini
return, whereas in the check post transaction module available in|
KVATIS, the interstate stock transfer(ouf) that was detected is tol
the tune of Rs, 59,04,483/-, Hence there is a difference in turnover |
‘of Rs. 33,76,917/-, which was not utilised for assessment, thus
occurred a short levy.

In this regard, it is submitted that a notice u/s. 25(1) of the Act
dated 24.07.2012 was issued to the dealer incorporating the|
defected pointed by the AG along with other discrepancies!
ascertained on scrutiny. On receipt of the notice, the dealer filed!
reply on 07.09.2012, in which the dealer stated that, even thoughl
the interstate stock transfer (out) was mentioned in annual return as
Rs. 25,27,566/-, the mistake was rectified while completing the
audit. In the audit report in 13/13A, the interstate stock|

audit report revealed that the dealer had conceded interstate stock

|the turnover available in check post transaction module in|

Moregver, the dealer had submitted F forms tog

| substantiate his contention regarding stock transfer (out).

Considering the aspects, the defect was dropped in assessment |
completed on 29.09.2012. For other discrepancies, for which|
satisfaciory reply was not filed by the dealer, demand was created|
to the tune of Rs. 79,487/- along with interest, which was paid by
the dealer vide chalan Nos. 899/06.12.2012 and S 10/22.10.2013,
Hence it is requested to drop the audit objection as the case is

non sustainable.
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|Para No.
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Case No. 174

Gist of the case

Present position

2.8.1 (b)

M/s.Tharayil Automobiles, Perinthalmanna
was a dealer in Motor Vehicles and
automobile spare parts. The assessee filed
its annual return disclosing the sales turnover
of Rs. 1.72 crore during 2011-12. As per
P&L account of the assessee for 2011-12, the
closing stock of spares conceded was Rs.
5.18 lakh, Audit found that as per the returns
and accounts of the assessee for the previous
years, its closing stock of spares for 2011-12
should be Rs. 1.13 crore. Hence, there was a
suppression of turnover amounting to Rs.
1.12 crore resulting in short levy of tax of

Rs. 15.68 lakh including cess and interest

As per the findings of Audit, the closing stock
value for the year 2011-12 was calculated as
Rs.1,13,24,546/- as against Rs.8,17,865/- which
was conceded in Form 53 and leading to a|
suppression of closing stock of Rs.1,08,06,681/-.
This was proposed to assessed to tax @ 12.5% by |
|adding conceded G.P @ 3.54%. The dealer could |
not produce any satisfactory explanation with‘
supparting documents regarding this point which |
was later converted as draft para and based on the
above draft para, the assessment in respect of the|
dealer had been completed as per Order No.
32100296321/2011-12 dated 27.02.2017 creating
an additional demand of Rs.22,37,848/-. Dealer

SL. | Description Amount
No. (Rs. i
Cr)

|1 Closing Stock arrived at by|1.13
Audit as per details in P&L
Account

remitted Rs.5,00,000/- towards demand as per|

'rJCh.N0.7071330 dated 30/03/2017 of District
| Treasury, Malappuram. Aggrieved by the order the

dealer filed appeal before the Deputy
Commissioner {Appeals), Kozhikede and the

2. Closing stock as conceded by|0.05
the assessee

Appellate Authority has directed to modify the

3. Sales turnover suppressed (1-|1.12
2)+GP

iassessment vide KVATA No0.456/2017 dated
30.10.2017 by deleting the addition of escaped
g

4, Tax short levied at 12.5 per|0.14
cent on 3 above

turnover after verifying the documents produced

by the dealer. Notice has been issued to the dealer

|5 Cess (one per cent) and|0.02
interest (11 per cent)

'to produce the books of accounts for verification.

6. Total short levy ! 0.16

|'The Assessing Authority has also filed secondi

appeal before the Kerala Value Added Tax
Additional Appellate Tribunal, Palakkad against
the order of the Deputy Commissioner (Appeals)

Kozhikode. Date of filing of second appeal was |

|
129.12.2017 and the appeal is pending for disposal. |

Modified RMT:

The Appellate Tribunal, Additional Bench,
Kozhikode set aside the order of 1st Appellate
authority by allowing the appeal and the order of
the assessing authority stands restored, Order No.
TA(VAT) 789/2018 dated 27.07.2023. Received
the order on 09.09.2023.
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= Case No. 175

Para Gist of the case Present position
| No.
2.8.1(c)|[M/s Kerala Automobiles, Manjeri was a|M/s Kerala Automobiles, Manjeri

dealer in motor vehicles and automobiles
and spare parts. The sales turnover of spare
parts conceded by the assessee for 2010-11
and 2011-12 were Rs.3.40 crore each. Audit
found that the actual sales turnover during
the years would come to Rs.3.99 crare each
considering the stock balances, purchase
conceded and applying GP of 3.88 per cent
admitted by the assessee. The assessing
authority did not select the case for
assessment levying tax on the suppressed
turnover. The suppressed turnover was
worked out to Rs.1.18 crore and resultant
short levy of tax amounted to Rs.17.36 lakh

including cess and interest.

|
l

321004586242
TO.Special Ci
2010-11

Malappuram

Based on the Audit objection, the AssessingI
Authority had issued notice to the dealer to produc?e
books of account for verification of invoices and
sales ledger. Accordingly, books of accounts and
bill copies of the dealer were verified by the
assessing authority. On verification of the invoices!
produced, the Assessing Authority has noticed that
accessories like sari guard, helmet, seat cover, tank
cover etc. were sold along with vehicles separate
accounts were maintained for this and this turnover
comes to Rs. 56,51,287/-. If this turnover is|
included along with the turnover of spares and
accessories Rs.3,40,36,335/~ there would not be‘
any escapement as pointed out by AG.

It is also pertinent to note that audit objectionI
was based on the derivation of escaped tumoverl
under spares and accessories separately by taking
the gross profit of 5.04%. If the same procedure is
followed in case of vehicle sales, the following
trading results will be arrived.

Opening stock : Rs. 1,31,90,334.00

Add: Purchases
Local :Rs,  11,81,554.00
Interstate : Rs.44,99,00,071.00
Less: Closing stock : Rs. 2,40,44,095.00
Cost of goods sold  : Rs 44,02,27,874.00
Add. G.P @5.04% :Rs. 2,21,87,485.00
Sales turnover to be conceded:
Rs.46,24,15,359.00
Sales turnover conceded: Rs.46,88,58,022.00
Excess conceded: Rs. 64,42,663.00.

It can be clearly concluded that the excess figure
in vehicle sales is the turnover under spare and
accessaries sold along with vehicles. Though the

purchases were made through one account, the

sales were accounted in two ways, ie., spares and




248 7 g

| accessories that ar_é s_old separately and that are sold
by fitting on vehicle . The small variation in figure
occurred due to the splitting up of trade results in

respect of vehicles and spares separately.

2011-12
The assessment in respect of Sri. Abdul Azeez,

Kerala Automobiles, Manjeri for the year 2011-12
was originally completed as per order
No0.32100458624/2011-12 dated 29.08.2016
creating an additional demand of Rs.19,02,846/- on
the escaped turnover fixed under ‘spares and
accessories’ and ‘other income’. Aggrieved by this,

the dealer filed appeal before the Deputy:

|Commissioner (Appeals)-I, Kozhikede, who
disposed the appeal on the findings that the
|suppressed turnover under spares and accessories
was not that escaped from assessment but it was
included in the vehicle sale disclosed, as these sales
of spares and accessories was effected along with
vehicles and the receipts under other income relate
to receipt of incentives, sales promotion expenses,
|insurance claim, labour charge for oil change, free
‘service coupon which will not form part of sales
‘turnover under KVAT Act 2003. The appellate
authority directed to verify these aspects and allow
‘the claim of the dealer after verifying the
supporting documents produced by them.
Subsequent veritication of bill copies and ledger of
vehicle sales, service tax returns and other details
and supporting evidences for the incentives
received, etc. was done and the findings of the
appellate authority were confirmed. Accordingly,
‘addition of the turnover under spares and
'accessories and other income is deleted from the
total turnover fixed and the original assessment for
the year 2011-12 has been modified as a case of
|NIL demand as per the order
_N0.32100458624f2011-12 dated_25.08.2018.
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Para No.
281(d)

M/s S;l'i_adevan Sons Bakers and.Mlg S_al_l-ét_ieggn Sgng- Bakers and Butlers §ho_p

249
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)(""4_
_(jas_e J\_h). 17[}_

Gist of the case Present position

32110849315(2010-11)
CTO, III Cirde, Kozhikode

goods chargeable at different VAT The defect pointed out by the audit team was

Butlers Shop, Kozhikode was selling

rates-12,5 per cent, four per cent, misclassification of goods taxable @12.5% as 4% taxable
One per cent and non-taxable. Audit items and non-taxable items. The short levy of tax + cess
found that the dealer disclosed|worked out by the audit team amounts to Rs.6,21,911/-]
Rs.80.98 lakh as sales turnover of|interest due upto 6/12 was worked out as Rs.87,068/-. |
12.5 per cent taxable items in their On verification of the audited final accounts, it is seen|
annual return for 2010-11. Audit|that though the total value of local purchases was given|
worked out the sales turnover of 12.5 as split ups corresponding to different rates of tax
per cent taxable confectioneries as| applicable, the value of interstate purchase was given as a
Rs.1.32 crore for 2010-11 from their ‘ total figure without any mention regarding the applicable

trading, profit and loss account and rate of tax. In the annual return filed the total interstate

|connected  records. Apparent | purchase value was shown against tax rate 12.5%. So the |

| misclassification of sales of 12.5 per | audit team treated the whole turnover as taxable @12.5%

cent taxable goods as | so as to arrive their findings.
exempted/one/four per cent taxable Thereafter the books of accounts of the assessee
goods resulted in short remittance of were called for and verified and break up of the total

tax, cess and interest of Rs.7.21 interstate purchase according to the books of accounts

lakhs. was noticed to be as follows:-
Inter-stat e
Non- taxable Rs.21,84,184.52
4% taxable Rs.38,12,413.79
12.5% taxable Rs.62,80,280.80
1% taxable Rs. 1,87,655.49

Rs.1,24,64,534.60

The assessee also produced trading account showing
the split up of total interstate purchase value. He
contended that it was only by mistake the total inter-state
purchase value was shown as taxable @12.5% in the
annual return. He also produced detailed statement of
the interstate purchases showing the name of the
supplying dealers and the value of purchases from each,
under different applicable tax rates. The genuineness of
the details and documents produced later by the assessee
was verified through the check post details in the
KVATIS. The invoice details uploaded from the

concerned check posts shows the details like name of the




250

_Eléaier, invoice No and date, ﬂame of goods supplied,
value of goods etc. Thus the genuineness of the
statement of the assessee was checked and was proved to
'the satisfaction of the assessing authority. The goods
purchased inter-state includes asfoitida, paper bags,
baking power, essence of all kinds, food preservatives
'and coloring materials, food products branded, Ice cream,
chocolate products, Chocolates (other), carry bags (paper
cloth), cocoa powder, dry fruits, glucose, liquid
containing fructose, sugar confectionery custard powder,
packing cases, bags plastic, milk products, yeast(dried),!
chemical elements(doped other), food flavoring
materials, saccharine salts. I
Then upon detailed analysis, misclassification of 4%
taxable items among non-taxable and 1% taxable items
were noticed. But the turnover escaped was not so large
a figure as analysed by the audit team. The purchasel
invoices were also produced by the assessee and verified. |
The total escapement of 4% taxable turnover was found
to be Rs.5,29,108.30. Assessment to the best of the
judgment was resorted to and an additional demand ofI
Rs.35,402/- towards tax and cess was created along with |
interest Rs.7,257/-.  The total dues coming upto!
Rs.42,659/- was paid by the assessee vide cheque|
No.000502 dated 28-06-2013 of the HDFC Bank,
Kozhikode. Considering the above facts, the audit|

objection may be dropped.
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{ Case No. 177

Para Gist of the case Present position
No.

2.8.1 |M/s. Purushotham Gokuldas, Kannur|On the basis of the audit observation, the assessment in |

(e)

was a dealer in Readymade garments, respect of Smt.Damayanthi ~ Suryakanth  Pop.|
cosmetics, medicines etc. During 2010-11 | M/s.Purushotham Gokuldas, Kannur U/s.25(1) of the
they self assessed sales turnover of‘ KVAT Act for the year 2010-11 has been completed as‘
|readymade garments for Rs. 48.58 lakh. per order No.32120644724/2010-11 di.01.04.2013 by
Audlt found that as per audited accounts demanding Rs.5,82,065/- (Tax Rs.4,68,540/- + cess
the assessee had an opening stock,|Rs.4,685/- + Interest Rs.1,08,840/-). Aggrieved by this
interstate stock transfer (in) and closing order the assessee has filed appeal before the Deputy\
stock of readymade garments for Rs.1.79 Commissioner (Appeals), Kozhikode. The Deputy
crore, Rs.71.76 lakh and Rs, 84.88 lakh| Commissioner {(Appeals), Kozhikode considered the‘
‘respectively. As such the cost of Ipetition and granted conditional stay as per order|
readymade sold would be Rs.1.66 crore|No.SP-196 in VATA 594/2013 dt. 02.08.2013 that the
which was not completely included in the | proceedings to recover the impugned demand is stayed
taxable turmnover for self assessment. But | if the appellant pay 30% of total demand within one
the assessing authority also did not re- |month of receipt of said order. The assessee has paidi
assess to tax the escaped sales turnover of Rs.2,05,000/- vide receipt No.480370 dt.10.09.2013.
Rs.1.17 crore. This resulted in short levy | Then the Deputy Commissioner (Appeals), Kozhikode
|of tax, cess and interest of Rs.5.59 lakh. |has modified the assessment as per VATA 594/2013

dr.06.10.2014. As per the direction of appellate

authority, the assessment was modified as per order

No.321206447/10-11 dt.01.07.2016 by demanding

Rs.5,61,625/- (Tax Rs.4,68,540/- + Cess Rs.4,685/- +

IInterest Rs.88,400/-) The assessee filed 2nd appeal

‘before Deputy Commissioner (Appeals), Kozhikodei
with a contention that the assessing authority denied the
modification order by accruing the non issuance of 'F'|
Form. As no supporting documents was produced to
prove their claim the Deputy Commissioner (Appeals),
Kozhikode dismissed the appeal as per VATA 1301/17
dt.17.01.2018. The dealer opted Amnesty Scheme
2018-19 and paid Rs.4,73,225/- (tax Rs.4,68,540/-
+Cess Rs.4,685/-) Vide Chalan |

' | No.KL00258546201819M dt.11.06.2018.
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Case No. 178

T ]
, Para No. ;

" Gist of the case

Present position

I2.8.1(f) 'The audit scrutiny at the O/o. the

|
|
|
|

CTO, 2™ Cir,, Thissur revealed certain
‘irregularities in respect of Mys.
“FUMR Agro Exports (P) Ltd., a
dealer in rice, sauces, jams, etc. as
below.

' The dealer filed his annual return
for the year 2009-10 disclosing the
turnover taxable at 12.5 percent as
Rs.26.16 lakhs. Audit found that as
'per their annual return for 2009-10
they had purchased 12.5% taxable
iitems for Rs.64.14 lakh during the
year. Closing stock of 12.5% taxable
goods disclosed being Rs.6.36 lakh,

Itht-z sales turnover would come to
Rs.59.43  lakh,
conceded GP of 2.85 percent. The

congidering  the

assessing authority also did not assess
tax on the escaped turnover of
Rs.33.27 lakh. This has resulted in
short levy of tax, cess and interest of
Rs.5 lakh.

The original assessment in respect of the
dealer M/s. Fumr Agro Exports (P) Limited
was completed vide Order No.
32080671292/2009-10 dated 01.03.2013 and
raised an additional demand of Rs. 5,53,599/-.
The assessee filed appeal against this before
the Assistant Commissioner (Appeals),
Thrissur and the Assistant Commissioner
(Appeals) accepted the contention raised by
the assessee that the suppressed turnover of Rs.
31,62,300/- pointed out in the audit was due to
the clerical mistake happened while classifying
the items between 1% and 12.5% and the same
was corrected in the audited statement. In
KVATA 312/2013 dated 27.10.2014, appellate
authority directed to modify the original
assessment order by deleting purchase
suppression of Rs. 32,124/~ and escaped
turnover of Rs. 31,62,300/- and also by
reducing the addition made towards probable
omission and suppression from Rs. 57,85,978/-
to Rs. 25,92,000/-. In the light of the Appellate
order, the assessing authority modified the
original assessment and the demand reduced to
Rs. 3,50,948/- which has been collected from

the assessee under Revenue recovery.
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Case No. 179

Para

2.9

Gist of the case

I Present position

The audit objection in this case is that

M/s. Voltas Limited, Kochi was a
dealer in air conditioner, automobiles spare
parts, white goods etc. During 2011-12 the
assessee imported fork lift from Italy and
sold it to Port Officer, Kollam Port and
availed exemption on its sale turnover of ¥
2.84 crore claiming it as sale in the course
of import, Audit found that as per the
delivery note, the ownership of the
commodity was with the assessee even
after it crossed customs frontiers of India
and hence subsequent sale was intrastate
sale liable to be taxed under KVAT Act,
2003. Assessing authority did not complete
the assessment rectifying the defect.
Failure to assess VAT at 12.5 per cent
resulted in short levy of tax , cess and

interest of ¥ 42.09 lakh.

hi 1-1
Based on the audit objection the final assessment was
completed as per order No. 32070266965/2011-12

/5. Volt

dtd.25.5.2015 incorporating certain other defects found
Iancl created additional demand of Rs. 1,72,00,431/- as tax
and Rs. 65,36,164/- as interest. Aggrieved by this order,
the filed the
Commissioner(Appeal), Ernakulam vide KVATA No.
1536/15.

DC(Appeais) in favour of revenue but directed to modify

assessee appeal before Deputy

The above issue was confirmed by the

the order with respect to some other issue. Accordingly,
assessment was modified on 31.03.2018 with a demand
of Rs. 37,42,900/-. The dealer filed second appeal before
the Hon’ble Appellate Tribunal and the Tribunal vide TA
No. 23/18 dated 25.07.2018 granted stay till the disposal
of the appeal. The appeal is still pending.




Thiruvananthapuram as assessee
borne on the rolls of Assistant
Commissioner, Special Circle,
Thiruvananthapuram engaged in
installation and commissioning
of traffic signaling system, did
not assess any tax on contract
receipts of Rs.1.11 crore and
Rs.95.18 lakh received during
2009-10 2010-11

respectively erection,

and

for
commissioning and installation
services of their contract works.
As the contract was of signaling
system which is in the form of
goods the entire turnover was
liable to be assessed at 12.5 per
cent. Non ~- assessment of
contract receipts to tax resulied

in short levy of tax, cess and
interest of Rs.33.13 lakh.

Case No. 180
Para Gist of the case B Present position
No.
2.10(a) | M/s. Keltron Communications, | M/s. Keltron Communication, Thiruvananthapuram / 2009-

10 & 2010-11
Assistant Commissioner, Special Circle, Thiruvananthapuram
2009-10
The audit objection in this case is short levy of tax due to non
assessment of contract receipts to tax for the year 2009-10.
Subsequent to this, assessment was completed vide proceedings
N0.32010111832/2009-10 dated 01.07.2013. Additional demand
was created for Rs.14,03,210/-(tax) and Rs.6,31,444/-(interest).
Assessment in these cases were done mainly on the ground
‘Erection

that from

Commissioning or Installation services’ was not included in the

income received by the dealer
taxable wrnover conceded in the annual return for the respective
period. As per data available in the trading, profit and loss
account furnished by the dealer for the said periods, an amount of
Rs.1,11,14,549/- as received in this head during 2009-10.
Aggrieved by this order, the assessee filed appeal before the
Deputy Commissioner (Appeals), Thiruvananthapuram in which
conditional stay was granted to remit 40% of the disputed tax and
interest and on furnishing adequate security as per Order No.
KVATA 226/13 dated 29.10.2013. Accordingly, the dealer has
remitted Rs.8,13,862/- vide chalan No.195 dated 11.12.2013

(copy of chalan enclosed for ready reference). Later on, the
I.':1ppeal was dismissed vide Order No.KVATA 226/13 dated
28.07.2016 and confirmed the assessment order.

Consequent on the above dismissal, the assessee filed second
appeal vide TA VAT 338/2016 before the Appellate Tribunal,
Thiruvananthapuram.

The appeal was partly allowed vide Order dated 22.06.2022
directing the assessing authority to modify the assessment orders.
The Tribunal observed that the assessment order as well as the
appellate order are liable to be modified. The appellant shall
submit evidence in possession before the assessing authority to

prove the claim. On receipt of such evidence, the assessing

\authority shall consider the same with reasonable opportunity of




255 T

;

hearing to the appellant before passing orders in accordance witg
law.
| And now, the modification is pending for producing the

documents and evidences.

2010-11
Based on audit objection, the assessment in respect of the

dealer for the year 2010-11 has been completed on 1.07.2014 by
the Assistant Commissioner, Special Circle, Thiruvananthapuram
Creating an additional demand of . 23,85,443/- . Aggrieved by
this the dealer filed appeal before the Deputy Commissioner(A),l|

Thiruvananthapuram and the Deputy Commissioner(A),
Thiruvananthapuram vide order No. KVATA -402/14 dated 24-01-
2015 granted conditional stay. The dealer fulfilled the conditional

stay by remitting . 8,06,348/- and furnished security for the
|balance amount. Appeal was dismissed vide order did 28.7.16|
: RRC No.146/16-17 issued. The assessee filed second appeal vide
TA(VAT) No. 338/16 & 339/16 before the Appellate Tribunal,
IThiru'\.'anarlthapuram in which the appeal is partly allowed vide
order dated 22.06.2022 directing the assessing authority to

modify the assessment. Notice for hearing was issued to the

assessee and the modification is pending for disposal.
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Case

No. 181

Para No.

Gist of the case

Present position

2.10(b)

M/s. Jose Electricals, Kollam, a dealer
in electrical goods and who undertakes
electrical contract works also, had
during 2008-09, 2009-10 and 2010-11
received Rs. 95,46 lakh, Rs. 46.29 lakh
and Rs. 9290 lakh respectively on
various electrical contract works
awarded by Railways, PWD Electrical
Division, Kollam Corporation, Kerala
State IT Mission etc. They claimed
exemption from tax on these receipts on
the ground that materials involved were
already assessed to tax at scheduled rate
at the time of purchase. As the assessee
is liable to pay tax under Sec. 6(1) (f) of
KVAT Act, 2003,

transferred to works contract together

cost of goods

with profit element was liable to be
Audit has

observed that failure to levy of tax on

assessed at 12.5 per cent.

cost of goods along with profit element
resulted in short levy of tax, cess and
interest of Rs. 16.70 lakh.

dassessment

dated

In the light of the audit observation, the assessment in

before the Deputy Commissioner(A), Kollam.
for the year 2008-09 to 2010-11 was |
modified on 28.04.2015 in obedience to the appellate
order KVATA 520, 521 & 522 dated 09.10.2014. As
there were certain errors apparent on the face of records,|
the modified orders were rectified U/s.66 of KVAT Act|
and issued fresh modified order on 05.06.2015.

Collection particulars are detailed below Rs.1,00,000/- as|
per Chalan No.353/31.10.2015) Rs.25,000/- as per chalan
No.199 dated 03.10.2015, Rs.1,03,417/- as per cheque
No.108541
No0.895/31.03.2016), Rs.1,00,000/- has been remitted in
RR, Taluk authorities as per cheque N0.398033 dated
04.12.2015 Kodak Mahindra Bank and passed on

29.03.2016

respect of M/s. Jose Elecricals, Kollam for the year 2008- |
09, 2009-10 and 2010-11 was finalized by the Assistant
Commissioner, Special Circle, Kollam as per order No. |
32020613684/08-09 and 09-10 dated 26.04.2013 creating
additional demand of Rs. 5,00,644/-, Rs. 4,02,843/- ::md|
Rs. 7,78,920/- respectively.

The assessee challenged these orders by filing appeal |

The

(Chalan|

07.01.2016.

[ Year Origin  Inter | Modi Intere Rectifie | Interes |
al est |fied |st d It
deman dema | [demand
d | nd ws. 66
(26.04. (28.0 (05.06.2
2013 4,201 015)

} 2

2008- | 34057 ilGO I7250 4788 | 58262 |42531

09 4 070 |8 5

2009- | 29840 104 |6313 [1515 48525 29600

10 2 441 |8 3 |

2010- 63326 145 | 1352 |3254 92516 45529

11 8 562 (22 13

Gran Rs. Rs. Rs. 3,17,363/-

d 16,682,317 3,66,329/-

Total 1
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Case No. 182
: T - ]
Gist of the case Present position

|

2.11 ;M/s. Kuzhuvamannil Industries, Pu]ladJSri. K.M.Mathew, Kuzhuvamannil Industries, Thiruvalla is

was a metal crushing unit. They had having a metal crusher unit and the assessee had opted for
two primary crushers and four payment of tax under compounding system for his machinery
|secondary crushers during 2010-11 for | and the compounded tax was fixed at Rs.16,80,000/- for the for
\which they paid Rs.16.80 lakh as the year 2010-11 vide order dtd.30-6-2010 of the CTO,
‘compounded tax. Audit found that as| Thiruvalla. Verification of the Annexure of Fixed Assets for the
‘per annexure to the balance sheet of the year ended 31% March 2011 revealed that the assessee has
assessee  for 2010-11, they had]bought a cone crusher and claimed depreciation @ 15% for 6
purchased a cone crusher for Rs.57.49 months which fetched Rs.4,31,179/-.

lakh during the year and availed| As per Rule 12(7) of the KVAT Rules, 2005, in such case the

admissible depreciation during 2010-11

dealer has to furnish the details of such purchase to the assessing

and 2011-12, However the cone crusher | authority within 15 days so that the assessing authority can revise

was not taken into account to assess the the assessment order accordingly. In this case the dealer did not

compounded tax for the year 2011-12, |inform the matter to the assessing authority and hence the
:while the assessing authority fixed the compounding order was not revised.
compounded tax for  2011-12.' In the light of audit objection, the assessing authority completed the
Consequently compounded tax for the ! assessment vide order No. 32030516834/2010-11 and 2011-12 dated
year was fixed at Rs.16.97- Jakh 28-8-14 demanding balance tax amount of Rs.22,72,500/- along with
including cess instead of Rs.39.69 lakh. | interest of Rs.9,31,725/- for the year 2010-11 and Rs.22,75,500/- as tax
‘The assessing authority also did not and Rs.6,59,025/- as interest for the year 2011-12.
rectify the defect in the self assessment.,  Aggrieved by the order the dealer filed appeal before the Deputy
This resulted in short levy of tax, cess | Commissioner (Appeals)-IT, Kollam and the appeal was dismissed. As
and interest of Rs.26.59 lakh. the dealer was not satisfied by the order he approached the Tribunal.
! The Tribunal viewed that the’ Assessing authority’ was expected to
make a site visit at the crusher unit to ascertain the real time fact as and
when needed or before issuing permission for compounding. The
‘Assessing authority’ relied only on a fact of deduction of depreciation |
to ascertain that there no production using the said cone crusher.
‘Further mode of supplimentary evidence was also warranted. There
was no substantial evidence to conclude that the appellant had used the
cone crusher for production dwring the years 2010-11 & 2011-12.

Considering the above fact the Tribunal had set aside the 15 appellate
order and assessment order for the years 2010-11 and 2011-12 and
remanded for fresh disposal. In the light of the Tribunal order, fresh

order was issued as there is no scope for filing OT Revision in this

| case, J
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Case No. 183

Gist of the case

Present position l

2.12

Audit scrutiny at the office of
the Commercial Tax Officer
f(WC&LT) revealed certain

irregularities in the
assessment in respect of
IM/s.Renil Auto Garage,

Thrissur an assessee running

the business of body building
' for motor vehicles.

During the period from 2006-
07 to 2009-10 their total
turnover was Rs.1.61 crore.

Audit found that the assessee

self assessed to tax the above
turnover at two / three per
Icent, treating it as works
|contract instead of assessing
it as sale at 12.5 per cent.

The assessing authority did

not complete the assessment
’rectifying the defect. This
resulted in short levy of tax,
cess and interest of Rs.22.26

lakh.

In view of the audit objection, the assessment for the years 2006-
07 to 2009-10 was completed on 29.08.2013 and assessed the
contract work under entry No.67 of the RNR goods with additional

demand as shown below:

2006-07 - Rs.7,24,813/-
2007-08 - Rs.6,05,573/-
2008-03 - Rs.5,08,246/-
2009-10 - Rs.3,83,834/-

Subsequently RRC was issued to collect the dues. The assessee

went for appeal which the Assistant Commissioner (Appeals),
Thrissur vide Order No. KVATA 458, 459, 460, 461, 462 andI
463/13 dated 19.05.2014, has annulled the order of the assessiing

authority, on the findings that the assessing authority is barred

from further assessment proceedings as the orders issued for
compounding has not been cancelled. Re-opening of assessment
U/s.25(1) is not sustainable until and unless the compounding
option admitted by the assessee is cancelled. But the finding of the
Appellate authority is not at all acceptable since the same is against
the statute and also against the clear and specific verdict of the
Hon'ble High Court in C.C.Sebastian Vs. State of Kerala (2008)
(16 KTR 117).

The State filed second appeal against the appellate order. The
Hon’ble Tribunal dismissed the second appeal and upheld the order
of the appellate authority. Against the Tribunal order, State filed
OT Revision before the Hon’ble High Court of Kerala and the
Hon’ble High Court in OT Rev. No. 79 of 2018 dated 29.07.2022
set aside the Tribunal order and directed the Tribunal to dispose the|

appeal within four months from the date of receipt of the order.

Modified RMT:

Hon’ble KVAT Appellate Tribunal, Ernakulam in common order in
TA(VAT) Nos 564/2014(2006- 07), 568/2014 (2007-08) dismissed the
appeals filed by the State for the years 2006-07 and 2007- 08 and in
TA(VAT) Nos. 569/2014(2008-09), 565/2014(2009-10) Dt 25.01.2023
allowed the appeals filed by the State for 2008-09 and 2009-10.
The dealer filed OT Revision for the years 2008- 09 and 2009-10 and|
the Hor’ble HC in OT(Rev) Nos. 9,10,11 & 12 of 2023 dated
07.03.2023 granted interim stay. For 2006-07 and 2007-08 State
filed TRC.
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Palarivattom is an assessee on the rolls of the|
office of Commercial Tax Officer, 2nd ci;cle,
Kalamassery. The assessee is a hundred percent
retail business / direct marketing company and
goods dealt with are received fully through stock
transfer from outside the State, The observation by
audit is follows:

In Commercial Tax Office, 2 circle, Kalamassery,
scrutiny of assessment files for 2011-12 in respect
of M/s.K-Link Health Care India Pvt. Ltd, the
Kerala arm of a multinational company involved in|

direct marketing of health care products revealed

that, though the entire product for sale is imported
from outside the state and sales turnover was
Rs.7,13,67,718.00. Out put tax of Rs.77,98,000/-
was not increased by a surcharge at 10%. This

resulted in short levy of tax, and interest of

= L &l
Case No. 184
Para Gist of the case Present position
No.
_21_'5_ M/s.K-Link Healthcare India Pvt. Ltd,|The audit objection is found sustainable. On the

basis of audit objection the assessment for the
year 2011-12 was completed under Sec: 25 (1) of
the VAT Act as per Order No.32071307275/11-12
dtd 03.12.13. While completing the assessment
the assessing authority disallowed the irregular
claim of discount claimed by the assessee
thereby creating a total additional demand of
Rs.27,80,400/- (Tax Rs.13,90,445/- Surcharge
Rs.9,26,555/- and Interest Rs.4,63,390/-)

against the short levy of Rs.873376/- pointed out

as

by Accountant General.

Aggrieved by the above assessment, the assessee
filed the Deputy
Commissioner(Appeals). The dealer paid 50% of
the tax of Rs. 13,95,000/-vide challan No.
321/29.01.2014. The appeal was dismissed by
the appellate authority vide order NO. KVATA

appeal before

Rs.8,73,376.00. Under section 3 (1A) of Kerala

233/14 dated 30.05.2014. The revenue recovery

Surcharge on Taxes Act 1957, in the case of!proceedings were initiated vide RRC No. 162/13-

national or multinational companies functioning in |14 dated 17.03.2014. The assessee filed second

the state as retail chains or direct marketing chains!

appeal before STAT, Ernakulam and received stay

who import not less than 50% of their stock from 'vide order NO. TA(VAT) No. 417/2014 dated

outside the state or country, and not less than 75%

of whose sales are retail business and whose total

turnover exceeds 5 crore rupees per annum, output
tax and purchase tax payable under KVAT Act
shall be increased by a surcharge at the rate of
10%.

18.09.2014 against the recovery of the balance
tax demanded tiil the disposal of the appeal
subject to the condition that the petitioner shall
furnish security for the balance tax demanded
within 30 days from the date of order. But the
assessee did not fulfill the stay condition and

hence the stay order by STAT was automatically

vacated and the above matter was intimated to
IAC, Ermakulam and the balance amount is
|collectable. The above case was pending before
the STAT, Ernakulam,
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Case No. 185

Present position

2,14

As per the audit scrutiny of the| The business place of M/s. Angadippuram Blue Metals,

'Trading, Profit and Loss account
filed by M/s. Angadippuram Blue
Metals for the year 2007-08, they
had a sales turnover of Rs.27.04
| lakhs.

pointed out that no action was

The Accountant General

|taken to assess this turnover to tax

and failure to invoke sec.25 to

assess the escaped turnover
resulted in short levy of tax and
|interest of Rs.5.54 lakhs.

Ernthode, Valamboor — P.O., an unregistered crusher unit,
was inspected by the Int. Officer, Sq.No.I, Malappuam and
prepared SIR dtd.23-08-2007. The IO on verification of the
material available on record determined suppressed turnover
at Rs.26,49,835/- and imposed penalty of Rs.6,62,458/- as
per Order No.TRL-14/2007-08 dtd.31-03-2008. Then the file
.was forwarded to CTQ, Perinthalmanna for further action.
Accordingly, the CTO, Perinthalmanna proceeded to
complete the assessment for 2007-08 v/s.25(1) of the KVAT

Act based on the penalty proceedings of the I0. The CTO

called for the records and verified the same. On verification
of the records, the CTO noted thar the dealer had reported the

sales turnover of Rs. 27,03,711/-. The objection raised in this

case by the AG is non levy of tax on the above turmover
reported by the dealer. '
The CTO issued proposal for assessment and duly served i
the same on the dealer. But the dealer neither responded nor
utilized the opportunity granted to present case before the
assessing authority. In the circumstances, the assessing
authority completed the assessment for the year 2007-08 to
the best of judgment u/s.25(1) of the KVAT Act demanded |
tax of Rs.11,73,271/- and interest Rs.3,53,195/-.
The above demand was advised for RR as per RRC
'No.1/2014 dtd.23-04-2014.
| But the recovery of the same was stayed by the Hon’ble
HC of Kerala as per Judgment dtd.09-06-2014 in W.P.(C)
|N0.14457/2014(1). Now as per order noTA (VAT)
1142/2013 did.23-07-2014, the Hon'ble KVAT Appellate
Tribunal, Palakkad has set aside the penalty proceedings of
the IO and remanded the case for fresh disposal.
In response to the appellate order, the accounts were
verified on 12.11.2014 and fixed total turnover Rs.

31,96,164/- and taxable turnover Rs. 21,96,164/- and tax Rs.

3,32,542/-. The dealer applied for compounding the offence
\vide letter dated 12.11.2014 and compounded the offence at
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Rs. 3,40,000/- as p_El‘ order dated 12.11.2014. The dealer

remitted the compounding fee and completed tax payment as
| per Rt. 308385 dated 26.11.2013.

In the light of appellate order No. KVAT 686/2014 dated
21/08/2015, the assessment was modified vide order
'N0.32100784367/07-08 dated 27.11.2015 on the basis of
fresh order passed by Intelligence Officer. The dealer has
péid balance tax Rs. 28,673/- and interest for Rs. 26,093/- aé
| per chalan No. 324 dated 04/12/2015. At present there are no

action to be taken in this case,
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f Case No. 1806
Para Gist of the case Present position
‘ No.
M/s. Thiruvankulam Tourist Home|Considering the Audit objection, the final assessment for

Tripunithura was a bar attached hotel on
the rolls of the Commercial Tax Office, 1*
As per the
2008-09, the

Circle, Tripunithura.

assessment order for
compounded tax payable by the assessee
for the year based on preceding years tax
was Rs. 38.37 lakh taking the highest
turnover tax for the previous consecutive
three years. As such turnover tax for
2009-10 and 2010-11 would come to Rs.
44.56 lakh and Rs. 51.25 lakh respectively
including cess based on the turnover for
2008-09. However, the assessing authority
while finalizing the assessment fixed
turnover tax for 2009-10 and 2010-11 at
Rs. 35.18 lakh and Rs. 40.80 lakh
respectively. The incorrect computation of

compounded tax resulted in short levy of

tax and cess of Rs. 25.52 lakh.

the years 2009-10 and 2010-11 was completed creating an

additional demand of Rs. 26.97 lakhs.

remitted the entire amount with interest as detailed below:

Amount Chalan No. and Date
Rs. 3,00,000/- 17/10.02.2014

Rs. 6,05,605/- 143/22.02.2014
Rs. 2,00,000/- 317/30.03.2014
Rs. 1,39,130/- 752/17.07.2014
Rs. 10,00,000/- 318/06.02.2015
Rs. 2,00,000/- 347/28.03.2015
Rs. 4,30,186/- 286/24.06.2015

Total Rs. 28,74,921/-

The assessee




36 ¢
Para No Gist of the case Present position
2.15(b) | M/s, Hotel Mithila Bar, Eramallur was a bar| Modified RMT:

attached hotel, While finalising turnover tax
assessment for 2007-08 tumover tax at
compounded rate was arrived at Rs, 37.06
lakh taking the highest turnover tax payable
for the previous consecutive three years and
turnover tax for 2008-09 and 2009-10 were
fixed at Rs. 42.62 lakh and Rs, 49.51 lakh
respectively based on the tumover tax fixed
for 2007-08, Audit found that the sale of
liquor conceded in the P&L Account of the
assessee for 2006-07-came to Rs. 35.90 lakh.
As such the tumover tax for 2007-08 and
2008-09 and 2009-10 fixing at 115 per cent
of that for preceding years, would be Rs.
41.28 lakh, Rs. 47.47 lakh and Rs. 54.59 Jakh
respectively. Incorrect computation of
turnover tax resulted in short levy of tax, cess
and interest of Rs. 21.13 lakh,

Sri. M. Manoj, Hotel Mithila, Eramalloor was a registered dealer on the rolls off
Agricultural Income Tax and Commercial Tax Office, Kuthiathode under VAT and
KGST bearing TIN 32041897312 and KGST 13220136, The assessee  was
compounded dealer under Sec. 7 of the KGST Act.

The dealer had opted for payment of tax for the year 2007-08 Uy/Sec., 7(a) KGST
Act. Assessment completed U/Sec, 7(b) of the Act vide order No. 13220136/2007-08
dated 04.03.2011 by creating additional demand turnover of tax of Rs. 4,90,516/- and
interest Rs, 1,76,586/-, Against the order the assessee had filed appeal before the
Deputy Commissioner (Appeals), Kollam and as per the order No. STA (ALPY)
142/2011 dated 18.04.2011, the Deputy Commissioner (Appeals), Kollam had|

conditionally stayed collection of demand till dispesal of appeal on the condition that
the appellant pay 40% of the balance turnover tax and interest due and furnish
adequate security for the balance amount within 2 weeks. Dealer had fulfilled the
condition of stay order.

Subsequently the assessment was re opened under Sec. 19 of KGST Act vide order,
dated 30.03.2011 on the ground that while computing the purchase tax for the year|
2005-06, it was omitted to consider opening stock of Rs. 12,23,960/-. Based on this,
the turnover tax payable for the year 2007-08 was re-computed as Rs. 37,06,317/-
against the assessed amount of Rs. 36,03,793/- in the original order. The dealer filed
appeal against the order and as per order No. STA 222/11 dated 12.12.2012 the Deputy
Commissioner (Appeals), Kollam had dismissed the same. Aggrieved by this the
assessee filed 2" appeal before STAT, Ernakulam in TA. 10/2013.

In the meantime, AG pointed out the defect on 27.05.2013. As per the audit objection,
fresh notice dated 07.06.2013 U/ Sec. 19 was issued for the year 2007-08. But the
dealer contended that the assessment is barred by limitation of time by 31.03.2013 and
the assessing authority have no authority to re-open the assessment. Since the appeal

against the original order dated 04.03.2011 for the year 2007-08 is pending with
Deputy Commissioner (Appeals), Kollam and revised order dated 30.03.2011 U/Sec.
19 is pending with STAT, Ermakulam, suo motu cancellation U/Sec. 35 cannot be

Case No, 187



-

exercised in this case at that time.

The appeals pending before STAT, Addl.Bench Kottayam was disposed as per TA Nos.
30/2015 to 40/2017 dated 08.02.2022. As the appeals were disposed the assessment
order for the year 2007-08 was cancelled suo-moto w/s. 35(1) of KGST Act as per
order dated 20.02.2023 of Joint Commissioner, Alappuzha and directed the assessing
authority to complete the assessment afresh forthwith. The dealer filed WP(C) against,
this order and is stayed by the Hon’ble HC of Kerala as per WP(C) No. 7093/2023
dated 02.03.2023.

Based on the audit objection, the assessment for the year 2008-09 and 2009-10
were re-opened under Sec. 19 of the KGST Act. The arrears are under Revenue
Recovery. As per Order No. KVATA (ALPY) 458/2013 dated 09.09.2013, the Deputy|
Commissioner (Appeals), Kollam had stayed the collection of arrears till the disposal
of appeal with direction to remit 25% of the arrears and furnish security for balance.
Aggrieved by the order of the first appellate authority for the year 2008-09 and 2009-
10, party filed second appeal before the STAT, Tribunal. The  appeals pending
before STAT, Addl.Bench Kottayam was disposed as per TA Nos. 30/2015 to 40/2017,
dated 08.02.2022. ‘

The assessment for the year 2008-09 and 2009-10 were modified on 30.05.2023 as
per the direction of the Appellate Tribunal by refixing the rate of interest based on its
date of accrual as specified in the demand notice. [modified demand — Rs. 6,86,212/-
(08-09), Rs. 7,50,014/- (09-10)]
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Case No. 188

Para Gist of the case T Present position
No.

2.15(c) :M/s. Hotel Yuvaraj (P) Ltd., : M/s. Hotel Yuvaraj (P) Ltd., M.G. Road, Thevara Jn., Ernakulam is
Thevara was a bar attached a bar attached hotel. The assessee opted compounding scheme
hotel. The turnover tax|U/Sec. 7 of the KGST Act for payment of TOT and TOT was paid at

assessments for 2006-07, 2007- | 140% of the purchase value.

08 and 2008-09 of the assessee| The Audit Wing of the Accountant General on verification of
| were revised in June 2012 and'records pointed out that as per the assessment records for 2006-07,
the turnover tax at compounded| the tax payable / paid was Rs. 28,63,690/- as conceded in the annual
rate was fixed at Rs/ 28.64 lakh, |return for 2006-07 which is the highest one and as such 115% of it
|Rs. 30.38 lakh and Rs. 32.43 will be Rs. 32,93,243/- which is higher than 140% of the purchase
lakh respectively. Audit found|value conceded for 2007-08 and 2008-09. Accordingly the
that based on compounded tax|assessments were revised as per assessment order No.
fixed for 2006-07, turnover tax|23041047/2007-08 (modified) dated 19.06.2014 creating additional
for 2007-08 and 2008-09 would demand of Rs. 2,54,914/- and interest of Rs. 89,220/-, The balance

Ibe Rs. 32.93 lakh and Rs. 38.52 jamount was recommended for revenue recovery. The assessee

lakh respectively at 115 per centsought for installment facility for the year 2007-08 and 6
lof the turnover tax for the|installments were granted of this the assessee paid Rs. 2,17,528/- and

preceding  year. Incorrect | left out balance amount of Rs. 1,26,606/- 30% of balance amount ie.

computation resulted in short|Rs. 38,300/- was paid vide treasury chalan No. 80/30.10.2014 in
levy of turnover tax and cess of | compliance of the Order No. STA 172/2014 and STA 173/2014 dated
Rs. 8.37 lakh. 08.10.2014 of Deputy Commissioner (A), Commercial Tax,
| Ernakulam.

Likewise, the TOT due for the year 2008-09 would be 115% of the
tax due for 2007-08. Which would come to Rs. 38,25,103/-
| (including cess) ie. 115% of Rs. 32,93,244/-. Based on the audit

observation, the assessment was revised as per assessment order Na. |
23041047/2008-09 dated 23.06.2014 demanding tax of Rs.|
|5,82,183/- and interest of Rs. 1,45,546/- and the dealer has been
‘allowed installment facility for payment. Out of which Rs.
3,40,578/- was paid leaving balance of Rs. 3,87,151/-. 30% of the
'balance amounting to Rs, 1,16,200/- was paid vide treasury chalan |
' No. 82 dated 30.10.2014 in compliance of the above mentioned order
‘of the Deputy Commissioner (A), Ernakulam. The appeal filed by
the dealer for both the years have been dismissed by the Deputy
Commissioner(Appeals), Ekm vide Order No. STA 172/2014 dated
21.03.2017 and STA 173/2014 dated 18.03.2017 respectively.
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Case No. 189

Para No.

Gist of the case

Present position

2.15(d)

'assessing authority fixed the

M/s Envees Inn Bar, Eramalllur
was a bar aitached hotel. While
turnover

2009-10,

finalising tax

assessment for the
turnover tax at compounded rate
of Rs.21.23 lakh and that of
2010-11 Rs.24,41 lakhs.

Audit found that the assessee

at

‘conceded the sale of liquor in
the P&L, account for 2008-09 as
Rs.1.98 the
turnover tax payable for 2008-
09 would come to Rs.19.75 lakh.
As such the turnover tax for

2005-10 2010-11

croreand hence

and

‘calculating at 115 per cent of|
that for preceding years would|
‘be Rs.22.72 lakh and Rs.26.12I
|lakh respectively. Incorrect
computation of turnover tax
resulted in short levy of tax, cess

and interest of Rs.4.19 lakhs.

M/s Envees Inn Bar

32041877106 (2009-10 & 2010-11)
AIT & CTO, Kuthiathode

The audit objection is that while finalising turnover tax

|assessment for the year 2009-10, in respect of M/s Envees Inn |

Bar, Eramalloor, the assessing authority fixed the turnaver tax at
compounded rate at Rs.21.23 lakhs and that for 2010-11 at
Rs.24.41 lakhs. Audit found that the assessee conceded the sale
of liquor in the P&L Account for 2008-09 as Rs.1.98 crore and
hence the turnover tax payable for 2008-09 would come to
Rs.19.75 lakh. As such the turnover tax for 2009-10 and 2010-11
calculated at 115 per cent of that for preceding years, would be‘
Rs.22.72 lakh and Rs.26.12 lakh respectively.  Incorrect
computation of turnover tax resulted in short levy of tax, cess and |
interest of Rs.4.19 lakh. ‘
|

Smt.Baby Antony, Envees Inn Bar, Eramalloor was a
registered dealer under VAT and KGST bearing TIN 32041877106 |
dealing with IMFL. The assessee was a compounded dealer under ‘

section 7 of the KGST Act.

The assessee opted to pay turnover tax under section 7(a) of

the KGST Act. The assessment for the year 2009-10 and 2010-11
was completed at 115% of the highest tax payable during the
previous three years. While calculating the tax payable, thel
highest tax due for the year 2008-09 was wrongly reckoned at
Rs.18,45,835/- instead of Rs.19,75,315/- as conceded in the
accounts for the year 2008-09. This resulted in short levy of|
turnover tax amounting to Rs.2,05,035/- in 2009-10 and
Rs.2,16,186/- in 2010-11. !
[

This was brought to the notice of the dealer and assessment

'was completed as per order No.32041877106/2009-10 dated 28-|
!06~2013 and 32041877106/2010-11 dated 28-06-2013 by cr‘eating
|additj0nal demand of Rs.2,07,540/- and Rs.2,17,916 respectively.
| The dealer filed writ petition WP(C) 23961/2013 against the order

| before the Hon'ble High Court. The Hon'ble High Court directed
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the petitioner to pay the outstanding arrear in six equal monthly

\installments. The dealer remitted the entire amount in six

instalments as detailed below:- .
2009-1
|
Tax (Rs.) Interest Total (Rs.)
(Rs.) o |
Chalan No.54/28-10- 125065 15540 40605 |
2013
Chalan No.32/20-11- | 25065 16793 41858
2013 ‘
Chalan No0.23/28-12- 25065 G 25065
2013
Chalan No.47/30-01- | 25065 11367 36432 ‘
2014
Chalan No.41/28-02- 25065 11238 36303
2014
Chalan N9.98/29-03- | 25065 10987 36052
2014 |
TOTAL 150390 65926 (216315 |
|
2010-11 ‘
' Tax (Rs.) Interest | Total (Rs.) ||
' (Rs.)
Chalan No.55/28-10-2013 ' 28,825 14413 43238
' Chalan No.32/28-10-2013 | 28,825 15854 44679 |
Chalan No.22/28-10-2013 28,825 0 28825
| Chalan No.48/28-10-2013 28,825 6150 _B4975 |
Chalan No.38/28-10-2013 | 28,825 9464 38289 '
Chalan No.51/28-10-2013 |28,825 :9176 38001
| TOTAL 1172950 66067 (228007

Thus the dealer had remitted the entire amount Rs.1,50,390/-
(Tax) and Rs.65,925/- (Interest) due for the year 2009-10 and
Rs.1,72,950/- (Tax) and Rs.55,057 (Interest) due for the year
2010-11.
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Gist of the case

— | — . i
2.16(a) 'M/s. Hotel City Light Pvi. Ltd., Pothencode and M/s. Hotel

)

City Palace Pvt. Ltd., Pottakuzhy were bar attached hotels
which opted for payment of tax at compounded rate.

The turnover tax assessments for 2007-08 to 2009-10 of the
‘assessees were originally finalised as a continuing business in
December 2011 and revised in March 2012 accepting the
assessee’s claim that it was new business, as it was taken over
from a firm by a newly incorporated company with effect from
1 April 2007. Consequently,- turnover tax for 2007-08 was
| fixed based on purchase turnover of liquor instead of at 115%

‘of the tax payable on 2006-07 which- was higher. Tax for

Case No. 190
Present position

lm Hotel City Light (P) Lid. /
2007-08 to 2009-10

Special Circle, |
Thiruvananthapuram.— i

The KGST assessment of M/s Hotel
City Light Pvt. Ltd was originally
| completed on 03.12.2011 for 2007-08,
08-09 and 09-10. The said assessment |
‘was revised on 17.03.2012 in|

Icornpliance to the judgment dated|

2008-09 and 2009-10 were also fixed based on the incorrectly | 22.12.2011 of the Hon’ble High Court
fixed tax for 2007-08. |of Kerala in WP(C) No0.33760/2011. |
Audit found that the companies were registered in October Subsequent to this, audit

2005 and had applied for transfer of license in November objection was raised by the
| 2005. As such, the companies were running the business since | Accountant General Kerala and while
I ‘2005-06. Bar Licenses were in the name of the same finalizing the assessment for the years
individual even after incorporation as company. If they were|2007-08, 08-09 and 09-10 the Deputy
\mew entities after 31 March 2007, Rule 13(3) of FL Rules,|C0mmissioner, Thiruvananthapuram
1953 ought to have prevented it from grant of bar licence as|vide order No. B1-4767/14 dated
the hotels had no three star status. Incorrect assessments of |23.01.2015 directed to re-do the
2007-08 to 2009-10 during revision resulted in short levy of  assessment afresh. On the basis of thisI

tax, cess and interest amounting to I46.19 lakh, ‘suo-moto cancellation, assessment |

Name  Turnovertax fixed (in ~ Turnover tax payable (in ~ Short |was completed afresh vide order
of lakhs lakhs lev
asaasse 4 4 inclui | N0.11101227 dated 03.10.2015 for
e / Area 2007-  2008- 2009- 2007- 2008-  2009- ng cess
08 09 10 08 09 10 and | 2007-08, 08-09 and 09-10
(based (115% (115% (based (115% (115% interest) .
on of of  ontax of of (in respectively.
purchas turnove turnove payable turnove turnove )
e rtax for rtaxfor for06- rtaxfor rtax for lakhs) In the meanwhile the assessee
turnove 07-08) 08-09) 07)  07-08) 08-09) filed appeal before the Appellate
rof Y pp
liquor) | Tribunal. The Appellate Tribunal
M/s. 2898 3384 3892 3639 4227 4861 37.00 | ..
Hotil |disposed of the appeal as per order TA
| L";‘gt}{t No.27/2015 dated 29.11.2018 by |
|
Et‘g‘ allowing it and held the order of the |
| Pothenc Deputy Commissioner, |
ode,
Pancha Thiruvananthapuram dated
yat area

23.01.2015 cancelling the revised
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| assessment ord_ér_/ " rectificétion order |

dated 17.03.2012 (mistakenly stated
as assessment order dated 03.12.2011)|
|against the appellant for the yearf
2007-08 is set aside.

! In effect, the assessment order|
dated 17.03.2012 is restored and the
additional demand created is detailed
below.

2007-08 Rs, 71,070/- [Rs.48,020/- l
(tax), Rs.23,050/~(interest)] ‘
2008-09 Rs.17,010/-[Rs.12,507/-
(tax), Rs.4,503/-(interest)]
12009-10 Rs.4,57,920/-
{Rs.3,69,290/-(tax), |
Rs.88,630/-(interest)] |
The assessee remitted the amount

| through various chalans.
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Case No. 191
Present position

——————
|

2.16(a) |M/s. Hotel City Light Pvt. Ltd., Pothencode and M/s. Hotel City M/s. Hotel City Palace (P) Ltd. /

Palace Pvt. Ltd., Pottakuzhy were bar attached hotels which 2007-08 to 2009-10

opted for payment of tax at compounded rate.

The turnover tax assessments for 2007-08 to 2009-10 of the
assessees were originally finalised as a continuing business in
December 2011 and revised in March 2012 accepting the
assessee’s claim that it was new business, as it was taken over
from a firm by a newly incorporated company with effect from 1
April 2007, Consequently, turnover tax for 2007-08 was fixed
based on purchase turnover of liquor instead of at 115% of the
tax payable on 2006-07 which was higher. Tax for 2008-09 and

1 2009-10 were also fixed based on the incorrectly fixed tax for

2007-08.

Audit found that the companies were registered in October
2005 and had applied for transfer of license in November 2005.
| As such, the companies were running the business since 2005-
06. Bar Licenses were in the name of the same individual even
after incorporation as company. If they were new entities after
I31 March 2007, Rule 13(3) of FL Rules, 1953 ought to have
'prevented it from grant of bar licence as the hotels had no three
star status. Incorrect assessments of 2007-08 to 2009-10 during
revision resulted in short levy of tax, cess and interest amounting
to X46.19 lakh.

Name
of
assessee
fArea

M/s,
Hotel
City
Palace
Pvt, Lid,,
Pouakuz
hy,
Municip
al
Corporat
00 area

Turnover tax fixed (in

(based
on

lakhs) lakhs)
2007-08 2008-09 2009-10 2007-08 2008-09 2009-10
(115% (L15% {(based (1l5%
of of on tax of

purchas turnove turnove payable turnove turnove
rtax for rtax for for06-
08-09)

e

wrnove

rof
liquor)

15.98

07-08)

18.56

21.35

Turnover tax payable (in

07)

17.80

+

20.67

(115%

of

rtax for rtax for

07-08) 08-09)

23.77

Short
levy
(includi
ng cess
and

interest)

(in
lakhs)

9.19

Special Circle,
Thiruvananthapuram. .

KGST assessment of Mst
Hotel City Palace Pvt. Ltd was
originally completed on 20.08.2011
for 2007-08 , 08-09 and 09-10. The
said assessment was revised on
17.03.2012 in compliance to the
judgment dated 13.03.2012 of the
Hon’ble High Court of Kerala in
Writ Appeal No.473/2012.

Subsequent to this, audit
objection was raised by thel
Accountant General, Kerala and|
while finalizing the assessment for|
the years 2007-08, 08-09 and 09-10 |
the Deputy Commissioner,
Thiruvananthapuram vide order No. |
B1-4766/14 dated 23.01.2015 and|
19.05.2015 directed to re-do the
assessment afresh. On the basis of
this SU0-IMOto cancellation,
assessment was completed afresh
vide order No.11101228 dated
10.09.2015 for 2007-08, 08-09 and
09-10 respectively.

In the meanwhile the
assessee filed appeal before the
Appellate Tribunal. The Appellate
Tribunal disposed of the appeal as
per order TA No0.28/2015 dated
29.11.2018 by allowing it and held
the order of the Depuiy

Commissioner, Thiruvananthapuram |

dated 23.01.2015 cancelling the|
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revised assessment order/
rectification order dated
17.03.2012(mistakenly stated as
assessment order dated 03.12.2011)
|against the appellant for the year
2007-08 is set aside.

In effect, the assessment
order dated 17.03.2012 is restored.
The assessee remitted

Rs.11,27,898/-,
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Case No. 192
| Ppara | Gist of the case | Present position
| No. | |
2.16(b) |M/s. Kerala State Co-operative|Considering the audit objection and other defects pending in the

Consumer Federation Limited,
Kochi is a dealer in many consumer

products and IMFL. During 2011 —

|12 the assessee conceded a turnover
| of Rs. 639.23 crore relating to sale of
foreign liquor which was self
}assessed to turnover tax. Audit

found that during the year the

assessee had a trading income of Rs.
‘1.84 crore as per the P&L
[Account which included Rs. 96.64
ilakh as Beer chilling charges. The
| assessee did not include this turnover
lEor calculating turnover tax. The
| assessing authority also did not
' detect the omission. Escape of this

turpnover from assessment resulted in

interest of Rs. 5.71 lakh.

short levy of turnover tax, cess and |

detailed below:

Balance TOT payable Rs.
Interest on balance TOT Rs.
Balance cess payable Rs.
Interest on balance cess Rs.
Grand Total Rs.

calculated as follows:

same year, the assessment under Section 17(3) of the KGST Act
1963 was completed as per order dated. 29.11.2014. Total
additional demand comes to Rs. 15,68,459/- which is as

11,41,859/-
4,11,069/-
11,420/-
4,111/-
15,68,459/-

Out of the above audit objections, additional demand with

respect to the assessment of beer chilling charge can be

Chilliing charge received Rs. 96,64,178/-

?OT due @5% the above amount Rs. . 4,83,209/-
Cess due @1% of 4,83,209/- Rs. | 4,832/-
TOT and Cess due Rs. ' 4,88,041/-_
Interest Rs.| 175685
Total Additional demand including 1 Rs. ‘ 6,63,736/-
interest '

| Total additional demand with respect to

| objection comes to Rs. 6,63,736/-,

the above audit

The entire dues has been paid by the dealer as per challan No.

'6577 dated 23.03.2015.




-

a—

273

""g
-l

1 Case No. 193
Para Gist of the case Present position
No. _
2.17 M/s. Kerala State Co-operative The assessment incorporating the social security cess was

Consumer Federation Limited,

Kochi is a dealer in IMFL along
‘with other consumer products.
During 2011 - 12 they had a
‘turnover of Rs. 639.23 crore
relating to sales of IMFL for
which turnover tax admitted was
'Rs. 34.33 crore. Audit found that
the assessee was liable to pay one
per cent cess on Rs. 34.33 crore
''which amounted to Rs. 34.33
lakh against which the assessee
paid only  Rs. 6.83 lakh. The
Iassessing authority also did not
take any steps to demand the short
remittance of cess. This resulted

in short collection of cess and

interest of Rs. 32.17 lakh.

completed as per Order No. 32030138/2011-12 dated. 29.09.2012
demanding balance cess of Rs. 27,49,688/- and interest of Rs.
1,92,478/-. The assessee paid total amount of Rs. 29,42,166/- by way‘
of DD dated 31.01.2013, which was credited to state account vide|
chalan no. 1 dated. 14.02.2013.

Further the dealer remitted interest on delayed payment calculated
Rs. 1,33,085/- vide challan No. 6589 dated 23.03.2015.




Appendix W
APPENDICES FROM AG’S REPORT

Appendix - I (1)
(Ref: Paragraph 1.7.3)

Details of non-production of records

(X in crore)

Name office Yearin | Number of cases not Tax amount
which to submitted

beaudited VAT KGST VAT KGST

1. |CTO, Special. Circle (Produce), 2013-14
Mattancherry » AR : 4 ! {e

2. |CTO, Special Circle If, Emakulam 2013-14 76 0 NIL NIL
3. |CTO, Special Circle 1, Ernakulam 2013-14 123 42 NIL NIL
4, |CTO (WC&LT), Emakulam 2013-14 394 0 NIL NIL
5. |CTO, IV Circle, Emakulam 2013-14 - 184 0 NIL NIL
6. |CTO, Special Circle, Mattancherry 2013-14 47 0 NIL NIL
7. |CTO, Special Circle 1T, Erakulam 2013-14 237 0 NIL NIL
8. |CTO, I Cirele, Ernakulam 2013-14 76 0 NIL NIL
9. |CTO, 1 Circle, Emakulam 2013-14 147 0| NIL NIL
10. |CTO (WC&LT), Mattancherry 2013-14 174 19 NIL || 'NIL
11. [CTO, Aluva 2013-14 159 1 NIL NIL
12.  |CTO, Angamally 2013-14 _ 36 0 NIL NIL
13. [CTO, I Circle, Kalamasserry 2013-14 18 0 NIL NIL
14, |CTO, I, Circle, Tripunithura 2013-14 51 0 NIL NIL
15. |CTO, Muvattupuzha 2013-14 21 0 NIL NIL
16. |CTO, North Paravoor 2013-14 70 0 NIL NIL
17.  |CTO, Kothamangalam 2013-14 51 0 NIL NIL
18. |CTO, II Circle, Thripunithura 2013-14 15 0 NIL NIL
19. |CTO, 1 Circle, Mattancherry 2013-14 22 31 NIL NIL
20. |CTO, 111 Circle, Palakkad 2013-14 2 0 NIL NIL
21. [CTO, Mannarkkad 2013-14 ‘ 12 0 NIL NIL
22. |CTO. 1l Circle, Changanasserry 2013-14 66 0 NIL NIL
23. |CTO, Special Circle, Malappuram 2013-14 52 0| NIL NIL
24. |CTO, Tirur 2013-14 9 0 NIL NIL
25, |CTO, Ottappalam 2013-14 2 0 NIL NIL
26, |CTO, Pattambi 2013-14 46 0 NIL NIL
27, |CTO, Il Circle, Kottayam 2013-14 45 0 NIL 1
28. |CTO, I Circle, Kottayam 2013-14 21 o NIL NIL
29. |CTO, Ponkunnam 2013-14 154 0 NIL NIL
30. |AIT & CTO, Alathur 2013-14 24 0 NIL NIL
31. |CTO, Chittur 2013-14 51 0 NIL NIL
32, |CTO, Special Circle, Kottayam 2013-14 20 0 NIL NIL
33, |CTO, Manjeri ' 2013-14 160 0 NIL NIL
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Audi: Report {Revenne Sector) for the year ended 31 Murch 2014

A:ppendjx ~1i ( 1)
~ (Ref: Paragraph 1.9) ;
~ Details of action taken on the recommendations accepted by the DgpartmentslGovérnment

Year of Report Name of the No. of Details of recommendations
PA recommen
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Audit Report (Revenue Secior) for the year ended 31 March 2

Year of Report Name of the No. of
recommen
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Appendix - III ()

_ Appendiv

(Ref: Paragraph 2.4)
fAz, . . Short remittance of tax due to short accounting of urchases ;
: —_————— =2 QUC 10 Short accounting of purchases
Office name

Year Sales Total sales " Turnover Turnover- Tax Interest Tax plus Penalty
turnover returne escaped  applicable including ® interest (§4)
arrived at (%) ) (£4) ¢ cess due ! (€4

L4

103



Office name Dealer Year Sales Total sales | Turnover | Turnover-
name/TIN turnover returned escaped applicable including (&)
arrived at (%) (£4) )

Tax Tax plus
interest
tax rate cess due §4)
(% )

S A——
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Office name

Dealer
name/TIN

Year

Sales
turnover
arrived at (3)

Total sales
returned

Turnover
escaped

Turnover- Tax
applicable
tax rate

(%

Interest
including ®
cess due

(84) 4]

Tax plus
interest

Appendir

Penalty
®

TR L
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Audit Report (Revenue Sector} for the year ended 31 March 2014 - f4-

X ' Appendix -1l ( 4)
{Ref: Paragraph 2.4)

Short remittance of tax due to short reporting of sales turnover

Office name Dealer name Year Total sales Total Turnover Turnover-
inted turnover escaped applicable
) returned (%) ) tax rate (%)

Short levy
including
cess (3)

Interest
§9)

Tax plus
interest ()

166

Penalty ()




Dealer name Year Total sales Total

Turnover Turnover- Short levy Interest Tax plus Penalty ()
accounted turnover escaped applicable including ® interest (X)
® returned (%) ) tax rate (%)




Dealer name Year Total sales Total Turnover Turnover- Short levy Interest Tax plus Penalty (%)
accounted turnover escaped applicable

including ) interest ()

returned (%) &4, tax rate (%) cess (3)




'or the year etded IE March

Dealer name Year Total sales Total

Turnover Turnover- = Short levy Interest Taxplus ' Penalty ®)
accounted turnover escaped applicable including ® interest ()
returned (%) (£4) tax rate (%) cess (3)

] .




Dealer name Year Total sales Total”

Turnover Turnover- Short levy
accounted turnover

Interest Taxplus | Pensity (3)
interest (%)

escaped applicable including )
returned (3) ) tax rate (%)

cess ()




Dealer name Year Total sales

accounted

Total

turnover

Turnover
escaped

Turnover-
applicable
tax rate (°

& returned (¥ . ®

Y] TE———

Short levy
including
cess (3)

—

Interest
)

Tax plus
interest (%)

112

Penalty (3)
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Appendix —'ﬁ ( 5)
(Ref: Paragraph 2.6.1)
Details of short levy of tax due to excess claim of input tax credit

Name of office N Name of the dealer Period Purchase | Rate IPT

Inputtax  Excess Cess  Interest Total Penalty
of value %) of eligible claimed input (£9) ) including €9
return for set ®) tax tax, cess

y off }) claimed and interest
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Audit Report (Revenue Sector) for the pear ended 31 March 2014

-Appendix —T__II Cé) |

(Ref: Paragraph 2.8.1) )

Details of short payment of tax due to short reporting of inferstate sales
Dealer name/TIN Year

effected through checkposts
Valueof Turnover of Turnover Turnover- Taxdue Cess ' Tax due
goods goods short applic

transported transported reported tax rate cess interest

out through out returned

check posts

Office Name

Interest Total tax Penalty
including cess and

T

114
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Office Name

Dealer name/TIN Year Value of

Turnoverof* Turnover Turnover-
goods goods short applicable

transported transported reported tax rate

out through out returned

check posts

Tax due

Cess

Tax due
inclading
CesS

interest

Total tax
cess and
interest

Penalty




Office Name

Year Value of Turnover of Turnover Turnover-
goods goods short applicable
transported {ransported reported tax rate
put throngh out returned
check posts

Dealer name/TIN

Tax due

Cess

Tax due
including
Cess

Interest

Total tax
cess and
interest

Penalty






