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INTRODUCTION

I, the Chairperson, Committee on Public Accoun'ts, having been
authorised by the Committee to present this Report, on their behalf present the
Ninetieth Report on paragraphs 1.1 to 2.4.7.6 relating to Taxes Department
contained in the Report of the Comptroller and Auditor General of India for

the year ended 31* March, 2015 (Revenue Sector).

The Report of the Comptroller and Auditor General of India fdr the year
ended 31* March, 2015 (Revenue Sector) was laid on the Table of the House
on 24" February, 2016, .

The Committee considered and finalised this Report at the meeting- held
on 20™ January, 2026.

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,

2 Jaouasy 2026 " 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 Government of Kerala
during the year 2014-15, 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

Table — 1.1
Trend of revenue receipts
: (T in Crore)
15;1:;. Particulars 2010-11 | 2011-12 | 2012-13 | 2013-14 | 2014-15
1. Revefnue_: raise?i by ﬂ1e-State G_oven;;nent
®# Tax revenue I 21,721.69| 25,718.60| 30,076.61| 31,995.02 35,232.50I
» Non-tax revenue' 1,930.79) 2,592.18| 4,19851] 5575.03] 7.283.69]
(1,739.58)| (2,228.97)| (3,272.25) (4,059.49)| (5,097.95)
Total 23,652.48| 28,310.78| 34,275.12| 37,570.05| 42,516.19
| (23461.27)| (27,947.57)| (33,348.86)| (36,054.51) (40,330.45)!

2. Receipts from the Government of India

® Shareof net - 5,141.8; 5,990.36 6,840.65
proceeds of

divisible Union
taxes and duties |

7.468.68]  7,926.29|

* Grant-in-aid 2,196.62| 3,709.22| 3,021.53 4,138.20! 7,507.99
| otal 733847, 9,699.58|  9,862.18 _11,606.88;[ 15,434.28|
3. # Total revenue 30,990.95 38,010.36| 44,137.30| 49,176.93| 57,950.47

receipts of the State | (30,799.74)| (37647.15)| (43,211.04) (47,561.39)| (55,764.73)|
Government (1 and |

2)
4, Percentage of 1to 3 76 74 78 76| 1?3]

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

1 The difference between the figures shown in column and bracket represent expenditure on prize
winning tickets of lotteries conducted by the Government.




The above table indicates that during the year 2014-15, the revenue
raised by the State Government (342,516.19 crore) was 73 per cent of the
total revenue receipts. The balance 27 per cent of the receipts during
2014-15 was from the Government of India.

1.1.2 The details of the tax revenue raised during the period 2010-11 to
2014-15 are given in Table — 1.2.

Table — 12

Details of Tax Revenue raised

(% in Crore)
Percentage of
Increase (+) or
s, : ' c . 3 decrease (-) in
SL | Head of revenue 2010-11 2011-12 2012-13 2013-14 2014-15 pivy e
] 2013-14
BE Actual BE Actual BE Actual BE |Actual BE Acmal BE Actoal
T e PN 1512569 |15833.11 |15427.90 |18938.83 |23450.52 |22511.00 {28456.62 [24885.25 [31013.47 (2700833 | 1215 | 1215
isales, trade etc.
o P030—Stampsand |, 0y o) foces 49 | 325007 | 2986.55 | 377571 | 293838 420701 | 259320 |3733.67 |2659.02 [() 125 | 253
| © [Registration fees
_ i £
'3 :21‘:;:1; ;ram““ 130088 | 133137 | 141073 | 1587.13 | 1694.49 | 192462 | 2570.65 | 2161.09 |2790.82 | 236495 | 891 9.43
i. | ;
| )039 — State
4 J 183621 | 169954 | 2059.05 | 188318 | 255065 |2313.95 | 280175 | 194172 [3208.36 | 1777.42 | 1451 | () 846
b -
G —
[ 5 '.ir:'i‘\_‘znu{“_a“d 15533 | 5597 | 16284 | 6075 | 12772 | 12158 | 13549 | 8878 | 169.57 | 139.03 | 2515 | S0.60
0043 - Taxes and
| 6 [Duties on 6440 | 2070 | 2031 | 2128 | 25000 | 2471 | 28405 | 4225 | 3094 | 4871 | 872 | 1529
| :Eleclrir:il_\' .
10022 — Taxes on
7 Agricultural | 1200 | a6sy | 1440 | 4286 | 1598 | 1892 | 2399 | 215 | 2635 | 860 | 984 () 6009
;Incnme
— T
8 [Others? 989,04 | 18153 | 28506 | 198.02 | 257.14 | 22336 | 29144 | 26L.09 | 307.11 | 32644 | 538 | 2503
[Total 20071.86 |21721.69 [26641.55 [25718.60 {32122.21 [30076.61 [38771.10 [31995,02 [42467.48 |3523250 | 853 | 1012
[ 1

Source : Budget Estimates and Finance Accounis of the respective years.-
The respective Departments reported the following reasons for variation.

Commercial Taxes: The Department stated that under sales tax, the receipts
were less than the budget estimates due to fall in collection of tax on certain

2 Taxes on immovable property other than agricultural land, Luxury tax and Entertainment tax,




3

commodities such as rubber, motor vehicles, petroleum products, Indian
made foreign liquor, gold etc.

In the case of agricultural income tax, the major revenue derived from
the assessees were from rubber and tea. The decrease in the receipts for the year
was due to decrease in production and sales of rubber and tea and fall in
price of rubber. Tea plantations showed loss due to decrease in price and
increase in plantation expenses. '

Taxes on vehicles: The increase in receipts for 2014-15 over 2013-14 was due
to increase in tax rate and arrear collection through one time settlement. There
was a decrease in the actual receipts over the budget estimates for 2014-15.
The Department stated that this was due to decrease in number of vehicles
registered. :

Land Revenue: The increase in revenue receipts was due to the upward
revision of rates of building tax.

State Excise: There was drastic reduction in the actual receipts during 2014-15
compared to the budget estimates. The Department stated (December 2015)
that the excise duty collected is directly related to the volume of the sale of
Indian Made Foreign Liquor. The sale of liquor is showing a negative growth
rate when compared to the sale volume in previous years. The Department
stated that the Deputy Commissioner, Kerala State Beverages (M&M)
Corporation Limited has been directed to furnish the actual reason for
variation in receipts for 2014-15 over the receipts for 2013-14. This has not
been received. :

Power: The Department stated (November 2015) that the decrease of actual
receipts over budget estimates was due to non-remittance of electricity duty
and surcharge by Kerala State Electricity Board Limited. There was an
increase in revenue receipts during the year which was due to increase in arrear
collection. |




The reason for variation between revenue receipts for 2014-15 and
2013-14 was called for from various Departments. The details were not
furnished by Registration Department (January 2016).

1.1.3. The details of non-tax revenue raised during the period 2010-11 to
2014-15 are indicated in Table — 1.3. ' ' e

Table - 1.3
Details of Non-Tax Revenue raised

(¥ in Crore)

Percentage of
Increase (+) or

: decrease (-) in
SL Head of revenue | 2010-11 2011-12 201213 2013-14 2014-15 e
2013-14
BE Actual BE Actual BE Actual BE |Actua1 BE Actmal BE Actual
0075 ~
Miscellaneous
1 |General Services | 46460 | 38025 } 46205 | 919.53 |1381.20 |1747.50 [2307.00 | 2280.15 |2875.00° [3259.14° | 2462 ) 42.94
103 — State
ILotteries
g P406~Forestty | o000 | ooy g | 33012 | 20052 | 32126 | 23733 | 32883 | 32095 | 37617 | 30040 | 1440 | () 856
land wild Life.
£202 — Education, A
3 iSports, Art and 16425 | 15083 | 18361 | 16496 | 22207 | 18278 | 250,48 [ 308.13 | 253.15 | 24641 | (-)2.33 |(-)20.03
Culture
4 [Others” 109535 | 934.40 | 1306.25 | 923.96 | 1092.08 | 110463 | 1333.56 |1141.26 |1473.15 [12892.00 | 1047 | 1321
Total 208431 |1735.58 | 2282.03 | 2228.97 | 3016.61 | 3272.25 | 422857 | 4059.49 | 4977.47 | 5097.95 | 17.71 | 25.58

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

State Lotteries: The Department attributed the reasons for increased revenue
receipts to improved sale of lottery tickets due to revised prize structures,
increased face value of four lottery tickets and hike in agency registration fees. .

3 From grbss receipts (budget estimates) of ¥ 4,235 crore, expénditure on prize winning tickets of lotteries .
(budget estimate) of T 1,360 crore has been deducted, but other expenditure like commission to agents

(budget estimate - ¥ 1,200 crore), establishment expenses (budget estimates T 256 crore) have not been
deducted.

4 From gross receipts of ¥ 5,444.88 crore, expenditure of ¥ 2,185.74 crore on prize winning tickets has
been deducted, but other expenditure like commission to agents (¥ 1,792.67 crore), establishment
expenses (¥ 280.22 crore) etc. have not been deducted.

5 Receipts from Interest receipts, Medical and Public Health, Crop Husbandry, Animal Husbandry, Public
Warks, Other Administrative Services, Police, Co-operation, Major lirigation Projects, Judiciary, Jail,
Stationery etc.
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Stationery: During the year 2014-15, there was decrease in stationery
receipts over 2013-14 and decrease in the actual receipts over budget estimates
for 2014-15. The Department stated that the reason for decrease in revenue
was due to failure of the Government undertakings in payment of stationery
charges.

Printing: There was a decrease in the revenue for 2014-15 when compared to
- the revenue for 2013-14. The Department furnished the reason for this as
increased arrear collection during 2013-14 over 2014-15.

Forestry & Wild Life: The Department stated that the budget estimates
were prepared based on the timber extraction work proposed. Due to
delay in preparation of working plan, labour problems etc., extraction work
could not be taken up in all the final felling areas and hence the estimated
revenue could not be realised.

i

Agriculture: There was decrease in actual receipt for 2014-15. over that in
2013-14. The Director of Agriculture stated that this was due to decrease in
distribution of planting materials.

Animal Husbandry: There was decrease in actual receipts over the budget
estimate for 2014-15. This was due to outbreak of avian influenza and
slight decrease in the demand for poultry products and sale thereof. The
increase in receipts for 2014-15 over 2013-14 was due to increase in the sale of
farm products and periodical revision in price of some farm products like hen
egg, chicks etc.

Public Works: The nature of receipts includes rent from office buildings,
‘centage charges;, sale proceeds, etc. There was increase in the receipts for
2014-15 over 2013-14, which was dlie to enhancement in rates. The actual
receipts for 2014-15 were less than the budget estimates. The Department
attributed the reason for this due to shortfall in works, due to-
non-occupancy of buildings and poor sale proceeds.

The reason for variation between the receipts for 2014-15 over
2013-14 and that of budget estimates and actual receipts for 2014-15 were




called for from various departments (May 2015). This was not furnished by

Departments of Crop Husbandry and Health (January 2016).

1.2  Analysis of arrears of revenue

The arrears of revenue as on 31 March 2015 on some' principal heads of

revenue amounted to 3I10,435.55 crore of which 1,872.12 crore Was

outstanding for more than five years, as detailed in the Table -1.4.

Table 1.4

Arrears of revenue

(<in crore)

sl
No.

Head of rev-
enue

Total
amount out-
standing as

on 31 March

2015

Amount out-
standing for

more than 5
years as on 31
March 2015

Replies of Departments

0040-Tax on
sales, trade
etc.

6,398.31

1,374.51

In Commercial Taxes Department, ap amount of ¥ 3,673.98
crore is pending due from individuals, private firms, private
companies which relate to the period from 1974-75 onwards.
An amount of % 2,384.23 crore is pending due from public
sector undertakings of Government of India, 3 197.23 crore
from public sector undertakings of Government of Kerala,
7 135.20 crore from other Siate Governments, € 7.01 crore
from Government of India and T0.66 crore from local
bodies. An amount of %4,459.10 crore is under revenue
recovery proceedings, recoveries involving ¥1,266.57 crore
are under stay by High Coort and other judicial authorities
and by Gevernment. The Department attributed {December
2015} the reason for delay in collection of revenue to stayal of
proceedings by various authorities. However, only ¥ 1,266.57
crove (19.79 per cent) out of a total of ¥6,398.31 crore was

covered under such judicial intervention,

0029-Land
Revenue

2,057.43

Not furnished

by Commis-

sioner (Land
Revenue)

In the Revenue and Disaster Management Department, the|

nature of demand includes land revenue and revenue
ecovery dues. An smount of ¥ 1,974.92 crore is under stay
by High Courts and ether judicial authorities and by
Governmeni, However, an amount of ¥82.51 core was
collectible balance. The Department attributed (November
7015) the reasons for delay in collection of revenue to stays
{by Government, Court and appellaie authorities and that the

Department has taken legal steps o realise the arrears.
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No.

Head of rev-
enue

Total
ameunt ouf-
standing as
on 31 March
2015

Amount out-
standing for

more than 5

years as on 31
March 2015

Replies of Departments

vehicles

0041-Taxes on

1,279.46

85.98

The arrears of T 984.49 crore are pending due from Kerala State
Road Transport Corporation and ¥ 294.97 crore ave pending
due from individuals, private firms, private companies etc.
Revenue recovery certificates have been issued for an amount of
T 80.87 crore and ¥ 0.30 crore have been stayed by High Courts
and ether judicial autharities. The Transport Department stared
(October 2015) that demand notices have been sent to the
registered owners of the vehicles and the dues would be
collected.

and wildlife

0039-Excise

0406-Forestry

411.55

193.50

187.61

190.72

The natare of demand in the Forest Department includes
value of timber, teak stumps, lease rent, penal interest,
re-auction loss, centage charges etc. An amount of ¥ 0.67 crore
pending for more than five years is doe from Government of
India, T 0.23 crore from other State Governments, ¥ 3.51 crore
from public sector undertakings of Government of India,
¥ 393.35 crore from public sector undertakings of Government
of Kerala and other States and T 13.67 crore from individuals,
private companies etc and ¥ 0.12 crore from local beglies. The
Department attributed {October 2015) the reason for delay in
collecting the revenue to pending revenue recovery steps taken
The
Department stated that necessary action has been initiated to

dgainst the defaulters, cowt cases, stay orders etc.

alise the arrears of lease rent and other dues from departments
and  Puablic
Government level.

sector undertakings through  discussions  at

The abkari arrears in the Department are pending from 1952
onwarcds. The abkari amear dues are T0.85 lakh from public
sector undertakings of Government of Kerala and ¥ 193.50
crore from individvals, private firms, private companies etc. The
Department attiibuted (July 2015) the reasons for delay in
collection of revenue to pending revenue recovery action and
stay by court. The reason furnished by the Commissioner is
not acceptable since only T 15.68 crore (8.11 per cont) out of a

total of T 193.50 crore was covered under judicial intervention.
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Ne.

Head of rev-
enue

Total
amount out-
standing as
on 31 March
2015

Amount out-
standing for
more than 5

years as on 31
March 2015

Replies of Departments

0070-60-110-
Fees for Gov-
ernment audit

dEJSB—Prining

and Stationery

0230-Labour
and Employ-
ment

35.15

Not furnished
by Ditector,
Local Fund
Audit Depart-
ment

The arrears of revenue pending collection towards audit charge
T 14.36
Devaswom Boards, T 0.84 crore from temples and ¥ 16.63

are crore  from universities, T3.32 crore from

crore  from miscellanecus institutions and  development
authorities. The Local Furmd Audit Department stated (July
2015) that demand notices are being sent to defaulters and
proposals have been submitted to the Government for realising’

audit charge'from the grants given to these bodies/institutions.

16.55

41.49

9.58

The amounts due o the, Statioﬁery Department are ¥ 13.32
crore from Government of Kerala, ¥ 1.96 crore from public
sector undertakings of Government of Kerala, ¥ 1.25 crore from
7 1.43 lakh from public sector
undertakings of Government of India and ¥ 0.42 lakh from
local bodies. stated (July 2015) that

reminders are being sent to the offices concerned who have

Government of India and
The Department

not remitted the amounts,

23.49

The nature of demand of the Printing Department includes
printing charges chaged from Departments of Education,
Public Service Commission, High Court, Medical Council,
Universities etc. An amaunt of T (.08 crofe is doe from
Government of India and ?41:41 crore is due from local
bodies, public sector undertakings of Kerala and from
Kerala. The
(November 2015) the reason for the delay in collection of

Government  of Department  attributed
revenue to delay in settlement of arrears by the departments
concerned. The Department stated that frequent reminders
are being sent for settlement of cutstanding arrears and that

meetings had been beld at Government level,

1.20

0.06

The nature of demand of the Department of Factories and
Boilers was fee for renewal of licence of factories. An
amount of T0.11 crore and ¥ 1.09 crore is due from public
of

and private

sector undertakings of Government Kerala and

individuals, private firms companies

respectively,. The Director stated (August 2015) that the
delay in collection was due to the fact that most of the

factories, which have amrears, are not working.




Total Amount out-
amount out- | standing for
13:]'_ Hea;inzferev- standing as | more thgams Replies of Departments
on 31 March | years as on 31
2015 Matrch 2015
10. | 0853-Non- 0.91 0.17 The nature of demand made by Mining and Geology
irl:[:rarggshi\lgzi- | Department is royalty of minerals. The amears of revenue
lurgical Indus- pending collection are ¥ 30.21 lakh from Co-operative
tries Society. ¥25.92 lakh from public sector undertakings of
Government of Kerala and 3536 lakh from individuals,
private firms, private companies etc. The Department stated
(June 2015) that the reason for delay in collection of
revenue was due to dispute regarding the claims, court stays,
@ppeals and Government stays and that action was being
taken to redress the dispute and to vacate the stays.
| Tom | 10455 | ez e

It could be seen from the table that recovery of ¥1,872.12 crore was
pending for more than five years and no effective efforts were being made to
recover them. Also arrears of ¥2,138.17 crore were pending with the
departmental authorities. The cases referred for write off (370.14 crore)
were also not being pursued by the departments with the offices concerned.

The arrears of revenue pending for collection in respect of Town
Planning Department and Registration Department were shown as Nil
(November 2015) despite huge dues pending recovery under revenue recovery
proceedings in the case of Registration Department. The exact dues pending
recovery with Revenue Department was not made available by Registration
Department despite called for (December 2015) from the IG of Registration.
Further the details of arrears of revenue called for in May 2015 have not been
furnished by Policé, Power, Labour and Ports Departments (January 2016). '

The enforcement of the systems existed in the Departments for the
realisation of arrears of revenue was inadequate and inefficient. The indifferent
attitude of the officials concerned in vacating the stay, enforcing revenue
recovery proceedings, etc., also resulted in poor recovery of arrears of revenue.

Departmental instructions for fixing accountability on assessing officers
for inefficiencies in revenue collection may be considered for issue,
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1.3  Arrears in assessments

The particulars regarding the arrears in assessment such as cases
pending at the beginning of the year, cases becoming due for assessment,
cases disposed of during the year and number of cases pending for finalisation
at the end of the year 2014-15 were called for (May 2015) from the Revenue
‘and Disaster Management (R&DM) Department and the Commercial Taxes
Department. The details furnished (between November and December 2015)
by the R&DM Department and Commercial Taxes Department are given in
Table -1.5.

Table - 1.5
Arrears in assessments

Revenue and Disaster Management Departiment
Building Tax | 10,863 143,028 | 153,891 | 1,37457 | 16434 | 8932
Flantation tax 4,318 1,085 5,403 | 2585| 2818| d784
Commercial Taxes Department :
f) ajfales  Tax | 2259 1,168 34T L542 | 1§85 4500
b, Motor Sprit~ Tax &2 75 157 | 90 67| 57.32
¢. Luxury Tax 6,207 7,139 13,346 5904 | 7352| 4491
d. Tax on | TH 828 1,552 | 624 NR | 4021
Works X : : I
Contracts
¢ Others 7314 5.346 12,660 6325 | 6335| 49.96
" Total 16,586 14,556 M,042 0 145750 16,567 4630
2) Taxes on 2,060 433 2.493. 1546 | . 947 | - 6201
Apricultural 7%
L Iseome {

Audit found that during the year, clearance of the arrear cases of building
tax and plantation tax in R&DM Department were 7,168 and 1,567
respectively which were 67.78 per cent and 36.65 per cent respectively. In




the Commercial Taxes Department the clearances in sales tax and agricultural
income tax assessments were 1,198 and 1,421 respectively which were 53.03

per cent and 68.32 per cent respectively.

1.4 Evasion of tax detected by the Department

The details of cases of evasion of tax detected by the Department was
called for by Audit in May 2015 and reminded in September and October 2015.
The details as furnished by the Commercial Taxes, State Excise and Transport
Departments and the Chief Electrical Inspectorate are given in Table — 1.6.

Details of evasion of tax detected

Table —- 16

(X in Crore)
Number of cases in which
assessment / investigation | Number of
s Cc?ises dcasesd completed and additional (;ja.sesf
pending as etecte demand with penalty etc. | Pending for
No. Head of Revenue on 31 March | during Total raisgd ¥ R
2014 2014-15 on 31 March
Number of | Amount of 2015
cases demand
p [040—Taxon 3213 4953 8166 4633 83.91 3445
sales, trade etc.
2 0039 — State Excise 795 - 795 30 241,05 765
3 0041 -Taxes on 2898 279 3177 1752 373 1425
vehicles
0043-101-99 .
4 Electricity duty . 4 % 4, el 4

no case of evasion of tax was detected by them.

6

The Agriculture, State Lotteries,

¢

Health Services, Animal Husbandry,
Printing and Stationery Departments stated (between May and June 2015) that

Though investigation has been completed and demand raised in four cases, amount is pending

realisation.
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The Commissioner of Land Revenue stated (Novembei* 2015) that the
details are being gathered from District Collectors. Final reply has not been
received as of ‘Janualry 2016. Details had also not been furnished by Public
Works and Forest Departments as of January 2016.

1.5 Pendency of refund cases

The details of refund cases pending at the beginning of the year 2014-15,
claims received during the year, refunds allowed during the year and the cases
~ pending at the close of the year 2014-15 as reported by the Commercial Taxes
and Excise Departments are given in Table -1.7. |

: Table- 1.7
Pretafls of pendency of vefund tases

=2}
s
L
]

4271 | 142.30

1. | Claims outstanding at the beginning of the
year 2314-15

Claims recerved during the veur

33

0.03 4966 14032
0.97 EREE G2.09
(80 5363 | 19053

' Refinds made dur ing the yen

‘o | b

Balance outstanding at the cnd of the year
201415

The closing balance of refund cases for 2013-14 furnished by the
Commissioner, Excise Department was four involving an amount of I1.69
crore. The Department furnished opening balance for 2014-15 as six involving
an amount of ¥1.72 crore and explained (October 2015) that the Government
orders for refund of two claims pertaining to- 2013-14 were received only on
2014-15. However, the Department showed this in the clearance of 2013-14
itself, thefeby making the closing balance of 2013-14 as four and ¥ 1.69 crore.
This was irregular. '

In Commercial Taxes Department, out of the 5,363 outstanding cases,
5,358 cases pertain to refund of value added tax. The reason for pendency




13

though called for (May 2015) in Audit had not been explained by the
Department (January 2016).

1.6  Analysis of stay granted

An analysis of arrears of revenue which were under various stages of
collection revealed that the arrears pending collection as on 31 March 2015
included collections stayed by various authorities at various stages on some .
principal heads of revenue as detailed in the Table -1.8.

Table — 1.8
Stages of stay granted

D040- Tux am sales, 6,308.31 | 1.056.90 200.67 1,266.57 19.50
II leade ete,
[2. 10029 Land| 205743 | 121434 | 760.58 1.974.92 95.99
Revenue
3 | 00d1-Texes on 1,279.46 0.30 0 0.30 .02
vehibeies
4. | 0406-Forestry and 411.55 293 79.14 8187 19,80
_lwildrge 2ty SRPLES A ity AN ST ERET I 2 S
5. [ 0039- State Excise | 193,50 15.68 0 [ - 1568 .10
. | 0853-Non-Ferroms | 0.91 | 0,12 040 | - 032 57.14
Mimmg s |
Mesntlurgical ‘
| Industries BRI 1) YOMRICI LR TV NRY, | v Bereat el 1T R (TR 7
Tatal AD34L.16 2,290,077 1.849.79 3,339.86 32.30

An amount of ¥3,339.86 crore was pending under stay, which is 32.20
per cent of the total arrear amount. The Departments had not taken effective
action to vacate the stay and to realise the amounts.

The arrears of revenue pending under stay in respect of Registration
Department, Printing Depariment, Stationery, Local Fund and Town Planning
Department were Nil. The details of arrears pending under stay were not
furnished by Power Department (January 2016).
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1.7 Response of the Government / Department to Audit

_ The Principal 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 arnd 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
corrective action. The heads of the offices/Government are required to furnish
first reply within four weeks from the date of receipt of the Inspection Report.
Even if final reply to certain paras in Inspection Report could not be furnished
within the prescribed time limit, an interim reply may be furnished indicating the
action taken to rectify the defects pointed out by Audit. Serious financial
irregularities are reported to the heads. of the Departments and the Government.

Inspection reports issued upto December 2014 disclosed that 24,691
paragraphs involving ¥9,146.67 crore relating to 3,193 IRs were outstanding at
the end of June 2015 as mentioned below with the corresponding figures for -
preceding two years in Table 1.9.

Takde - 1.%
Detnils of pending Enspection Reporis

T TerIy S et

| Lt Srasd . N

Nimber of IRs pending For setthement | 2,906 1,007 3,193
| Mumber of outstanding audit observations | 22,189 23324 2091

:.-'\mmun of revenue involved (2 in crove) | ”1?41? . 6.631352 9. 146,67

1.7.1 The Department-wise details of the IRs and audit observations outstanding as
on 30 June 2015 and the amounts involved are mentioned in the Table 1.10.
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Table - 1.1
Departmeni-wise deisils of IRs

b, | Cemmercial Tax ea sales, trade. ce. 1642 19,003 5.538.04
Fawas Taxes on agricuftil 186 756 141.31
G5t > TRICERRREN! [0 RGN 2 e P e OV IBACh B0 5 Al (TER.0
|L2sprawat o - ileeiy VR B R U U PO e
| 3. | Revenue Land Revenue 376 L2 208.34
[L Tr;;nspm-t Taxes on motor vehicles 339 1 6y 5624
| 5. | Escise [ StweBxase | 186 | 445 | 1498
6 | Stmps  ond | Stamp duty and registration | 375 824 9.59
Registration fiews

7. | Lomeries | Receipts fros loweries TR e e VS AR

Taial i 3043 %?*fsﬁﬁ, 9.146.67

Audit did not receive even the first replies in case of 443 IRs within
four weeks from the date of issue of the IRs from seven heads of offices during
2014-15. 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 PAG in the IRs and it also showed the failure to monitor effectively the
clearance of pending Audit observations by the Audit Monitoring Committees
at Secretary level and Apex Committee at Chief Secretary level.

The Government needs to have more effective system for ensuring prompt
. and appropriate response to audit observation within the time frame prescribed in
the Circular” issued by the Finance Department by improved monitoring and

putting in further checks and balances and incentives and disincentives into this
mechanism.

1.7.2 Departméntal Audit Committee Meetings

The Government set up Audit Committees to monitor and expedite the
progress of settlement of local audit reports and paragraphs in the local audit

7 Circular memorandum No.57374/Ins.2/65/Fin. Dated 15 November 1965
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reports. The details of the audit committee meetings held during the year
2014-15 and the paragraphs settled are mentioned in Table 1.11.

Takde 111
Details of Departmental Andit Conunibitee Meelings

Toxes oa yvehieles & 673 437 5K
| Tax o sales, trude ete. 4 19,075 Fou A%
| State Excise A 3 423 . 52| 087
| Biamnp disty 1 674 14 001
| registration fees 1oty DY P
| Land Revenus md 1 1,773 e 080

Building Tax : . e
}__. —— - ——_— —— —_ -

Total A 14 _ 2_3,§§%§ c 1.287 31.53

An amount of ¥8.61 crore was recovered after discussion in these
meetings. The progress of settlement of paragraphs pertaining to the
Commercial Taxes Department, ~ Transport Department and Revenue
Department was negligible compared to the huge pendency of the local audit
reports and paragraphs despite holding Departmental Audit Committee
Meetings. In the meeting (17.01.2024) the committee noticed that the
reccommendation given in this para combines allthe reccommendations on
recommendation is a gen was e general recommendation combining all the
above recommendations. ;

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.

During the year 2014-15 files relating to KVAT assessments in which the
turnover of the assessee was above 60 lakh and KGST assessments in which
the tax effect was above Ttwo lakh were called for by Audit for scrutiny in
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Commercial Taxes Department. Howgvef, 6,355 tax assessment files relating to
80 offices were not made available to Audit.. Of these 2,421 files pertained to 20
special circles and works contract offices, where assessments of major dealers are
dealt with as given in Appendix III(1).

Circle/division wise analysis showing the names of head of offices for _
the years 2010-11 to 2014-15 is given in Appendix III(2).

Non-production of large number of transaction records involving
substantial revenue not only hinders Audit in discharging the constitutional
responsibility but also comes in the way of assuring the State Government about
the quality and risk involved in these transactions involving revenue for the
State Government. The possibility of fraud or misappropriation or business
malfeasance remaining hidden/surpassed and escapmg detection during audit
also remains high.

The matter was brought to the notice of the Chief Secretary and the
Additional Chief Secretary (Finance) to Government by the Principal
Accountant General in September 2015. The Additional Chief Secretary
(Finance) stated (October 2015) that the matter of non production of records by
Departments may be taken up as an agenda item in Audit Monitoring
Committee (AMC) meeting conducted quarterly by Departments. Directions
have been given (October 2015) to all Departments that the AMC should
monitor and ensure production of necessary records and replies to the audit
parties and to take stringent action against the officers for non compliance.

1.7.4 Response of the bepartments 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 Principal Accountant
General to the Principal Secretaries/Secretaries of the respective Departments
drawing their attention to audlt findings and requesting their response within six
weeks.

Eighty seven draft paragraphs including two performance audits were
sent to the Principal Secretaries/Secretaries of the respective Departments by
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name between June and October 2015. The Principal Secretaries/ Secretaries of
the Departments furnished replies to all the compliance audit paragraphs and
to the Performance Audit Reports on System of Assessment under Kerala
Value Added Tax and Levy, Collection and Accounting of Electricity Duty,
Surcharge and Inspection Fee and the same has been included in this Report.

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 months of tabling the Report, for consideration of the Committee. In spite
of these provisions, the explanatory notes on audit paragraphs of the Reports
were being delayed inordinately. 215 paragraphs (including performance audit)
included in the Reports of the Comptroller and Auditor General of India on
the Revenue Sector of the Government of Kerala for the years ended 31
March 2009 to 31 March 2013 were placed before the State Legislature
Assembly between 01 March 2010 and 17 July 2014. The action taken
explanatory notes from the Departments concerned on 183 paragraphs were
received late in respect of each of these Audit Reports. Action taken explanatory
notes in respect of 30 paragraphs from four departments (Taxes, Revenue and
Disaster Management, Transport and Power) had not been received for the Audit
Report for the year ended 31 March 2014 so far (January 2016).

[t was noticed that six out of nine departments did not submit action
taken explanatory notes as of December 2015 in respect of 62 paragraphs (56
individual and six PAs/Review paragraphs) featured in the C&AG's Audit
Reports in respect of Audit Reports from the year 2012. For 56 individual
transaction audit paragraphs, compliance was not furnished by four
Departments. The Departments largely . responsible - for non-submission of
action taken explanatory notes were Taxes, Revenue and Disaster Management
and Transport.
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The PAC discussed 146 paragraphs pertaining to the Audit -Reports for
the years from 2009 to 2013 and its recommendations on 77 paragraphs were
incorporated in their Reports brought out during their respective tenure for the
period 2008-16. However, ATN have not been received in respect of 138
recommendations of the PAC from the Departments concerned as mentioned in
the Table 1.12.

Table 1.12
e | ¥ oA } Tame ofthifjepartmen_t_ T il S ___Tb_‘“‘ /
Taxes |Transport R;‘\?:r‘ljue 5;:;3?& , | Finance Home [Education | Power opeCl‘:L-ion RE‘;V; Lﬁes
hoos-11 | 30 | 3 R LT AT e T 1 | Ty
2011-14 9 12 Rl e e : - 2 e 25
201416 | 20 | 12 8 6 R M T . 16 1 66
Total 59 27 19 6 1 3 2 3 17 1 138

The Departments largely responsible for non-submission of ATN were
Taxes, Transport, Revenue and Disaster Management and Co-operation..

The non receipt of ATN have been brought to the notice of Chief
Secretary to the Government in Apex Committee meetings held (May and
December 2015) and through DO letter by the Principal Accountant General to
the Chief Secretary to Government.

1.8 Status of the mechanism for dealing with the issues raised in the
audit '

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

~ The following paragraphs 1.8.1 to 1.8.2 discuss the performance of the
Commercial Taxes Department under revenue head 0040-Tax on sales, trade

8 Year represents tenure of the PAC.
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etc. 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 2004-05 to 2013-14.

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 2015 are tabulated below in Table 1.13. '

Table 1.33
Position of Inspection Reports

1 12004-05 | 1,#18] 12,396 44285 148 1932 16517 145 1.036 1818 1,422 13.202] 58984
2 |2005-06 | 1,422] 13.202] 589.84] 166 1.837] SP81] 891 8454 48713 e97] 6.675| 15452
3200607 | 697 G675 15452 167 1568 4348 95 048 17.72] 769 7.295| 180.28
4 200708 | 769 7205 JR03s| 195 1770 o1l 8| 537 1337 133 01R2)  SAG66
5 |2008-0% | 1.033| B182| 540.66] 178 2.826] 9246 88, 1.237, S.11| 1.123| 10.769] 628.01
& |2009-10 | 1,123] 10.769] 62801 295 4916 622.01) 278 4240, 4435 LI40 11445 120877
|7 [2010-1t | 1.140[ 11,435( 1.205.77) 206] 4,401 S1536] 86| 1045 5091 1,260 14.795| 1,670.22
| # 200112 | 1,260] 14,798 1,670.22] 159] 3212 ssxsa| s0| 783 v644| 1369 17227 251262
9 | 201213 | 1,369 17,227 2,512.62) 161 2803 24385 26 1783 26189] 1,504 1B,246] 249438
10| 2013-14 | 1.504] 18.246 2.46&.‘;»{"75*# 2.493| s165a] 2] 1214 4231 1,649 (9525 2968.81

The Government arranges Audit Committee meetings between the
Department and- office of the Principal Accountant General to settle.the old
paragraphs. As would be evident from the above table, against 1,418 outstanding
IRs with 12,396 paragraphs as on start of 2004-05, the number of outstanding
IRs increased to 1,649 with 19,525 paragraphs at the end of 2013-14. This is
indicative of the fact that the response to the local audit reports was poor and
the steps taken by the Department to clear the outstanding IRs and paragraphs
were inadequate.

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 1.14.
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Table .14
Details of paragraphs incloded in Aundit Reports

I | 2004-05 y 40.69 % 11.93 0 0.12
3| 2005-06 8 25.52 7 196 (.09 0.66
3 |2o0007] 12 12.54 10 3.23 0 0.52
4 | 200708 g 253,11 8 10.98 0.09 4.5
5 |2008-09| 16 632.19 14 305.78 0.08 17.24
6 |2009-10] 20 463,59 i1 276,77 ] e aliga
7 (20| 27 449,69 2 11982 7.78 #.58
8 200112 ie 290.50 | - 9 23806 | 0 426
9 (00213 16 12,902.39 15 12,886.24 0.33 1.97
10 | 201 3-14 14 75.52 ¥ 18.57 {}.46 046

It is evident from the above table that the progress of recovery in
accepted cases was slow throughout during 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 as of December 2015.

The reasons for poor recovery even in accepted cases though called for
had not been furnished by the Department (January 2016).

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

The draft reports of performance Audits conducted by the Principal
Accountant General are forwarded to the Department concerned/ Government
for their information with a request to furnish their replies. These reports are
also discussed in an Exit Conference and the views of the Department/
Government are included while finalising the Audit Reports.
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The details of Performance Audits on the Departments of Commercial
Taxes, Registration, Excise, Transport and Revenue and Disaster Management
featured in the Reports for the last five years along with recommendations and
their status are given in Appendix III(3). ‘

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, complaints, media reports, non-production of records,
information  regarding  malpractice = obtained through RTI  and’
misappropriation. The annual audit plan was prepared on the basis of risk
analysis which inter-afia included critical issues in government revenue, tax
administration i.e. 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
five years, factors of the tax administration, audit coverage and its impact during
the past five years etc.

During the year 2014-15, there were 849 audit units, of which 451
units were planned and audited, which is 53.12 per cent of the total audit units.

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

Test check of the records of 443 units® of sales tax/Value Added Tax,
State Excise, Motor Vehicles and other Departmental offices conducted during
the year 2014-15 showed under-assessment/ short levy/ loss of revenue aggregating
35,148.21 crore in 2,647 cases. During the course of the year, the Departments
concerned accepted under-assessment and other deficiencies of ¥658.95 crore
involved in 230 cases which were pointed out in audit during 2014-15.
The Departments collected ¥15.27 crore in 949 cases during 2014-15,
pertaining to the audit findings of previous years.

9 Tnhecaseof remaining 8 units, IRs were issued during the year 2015-16,
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1.12 Coverage of this Report

The Report contains 31 paragraphs involving financial effect of
4,506.23 crore. The Department/Government had accepted audit observations
involving ¥710.29 crore out of which ¥6.94 crore had been recovered. These
- are discussed in succeeding Chapters II to VIL

[Audit Paragraphs 1.1 to 1.12 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31* March 2015.
{Revenue Sector)]

[Note furnished by the Government on the above audit paragraphs is included as
Appendix It]

(Excerpts from the discussion of Committee with officials concerned on
04.10.2023)

1)  The Committee observed that replies to many audit paras for the year
2015 had not yet been submitted and sought an explanation in that regard . The
Commissioner, GST Department submitted that an interim reply was sent and
the final reply could be furnished upon getting clarification in some cases. There
were 642 cases to be cleared, and those that were discussed and cleared could be
disposed of. Each case of the year 2014 was discussed with the Accountant
General and, those that required more clarification and those that could be
dropped were identified so that they could be easily examined by the
Committee. The Commissioner added that no such reconciliation had yet been
done for the cases of the year 2015 and requested some more time to examine
and identify the cases that could be dropped and furnish detailed reply to the
remaining cases. ;

2)  The Committee suggested that the admissible cases should be settled in
discussion with the Accountant General and decided to examine the second

chapter of the second item on the Agenda in the forthcoming meeting.

3)  Inresponse to the Committee’s query about the action taken for collection

of revenue arrears, the Commissioner, GST Department submitted that a special
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system for arrear recovery had been implemented. Arrear cases in all districts
were codified and around 20 cases with the highest amount of tax arrears had
been identified and the District Collectors concerned were instructed to proceed

with revenue recovery.

4)  The Inspector General, Registration Department submitted that there were
three audit remarks related to the Registration Départment. The Committee
opined that the audit remarks were not considered specifically as they were
general observations. The Inspector General added that some reports which were

pending early had been furnished at present. The Committee accepted it.

5)  The Additional Chijef Principal Conservator, Forest Department submitted
that there were some general observations related to Forest Department. He
added that necessary steps were being taken to increase revenue and to recover
arrears. The Committee pointed out that the revenue from Forest Department
seemed to be less than the estimate and enquired whether it was being carried
over to the subsequent year, as stated in the reply furnished by the department.
The Additional Chief Principal Conservator, Forest Department s;ubmitted that
the timber operations would begin in September every year. The target fixed at
the beginning of the year would be revised in September, and the revenue
collection had exceeded the target every year. To the query of the Committee
regarding the source of revenue, the Additional Chief Principal Conservator
informed that timber operations were the primary source and that sand also

contributed a little.

6)  The Committee opined that the department itself was responsiBle for non
reception of revenue from the forests and that the department had not taken any
steps to cut down mature trees. Unemployment in the forest region was also a
major issue and proper inspection should be done to identify such issues. The
Committee pointed out that the 'sand kalavara' in Kulathoopuzha under the

DFO, Thiruvananthapuram had not been functioning for the last two years due
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to the negligence on the part of the Forest Department and enquired whether the
department had made any inspection in that regard. The Additional Chief
Princip;al Conservator submitted that each division would have a working plan
approved by Government of India, and the trees proposed in the working plan
only could be felled. Permission for felling of trees should also to be obtained
from Government of India every year. The Committee enquired whether the
working plan was being prepared according to the proposal made by the State
and also opined that the Officers were not taking initiative to cut the trees for
which permission was already received. The Additional Chief Principal
Conservator of Forests submitted that the list of trees to be felled should be
submitted to the Central Government in advance and permission would be
granted only after verifying the sufficiency of the regeneration made for the

previous years' felling.

7)  The Committee enquired whether the departmental enforcement was not
properly done in the cases related to illegal logging and trafficking. The
Additional Chief Principal Conservator of Forests submitted that proper
enforcement was being carried out and the number of offences related to forest

Department was found to be decreasing.

8)  The Additional Chief Principal Conservator of Forests informed that as
per the rule, trees in wildlife sanctuaries and other protected forests should be
left in the forest itself to rot whereas trees in the territorial area could be taken

for sale to generate revenue income.

9)  The Director, State Lotteries Department submitted that there were two
general audit observations related to Lottery. Awarding prizes was a part of work
of the Lottery Department and, lottery would become attractive with™ higher
prize money. The Committee pointed out the decrease in number of prizes even
though the prize money was increasing and opined that the prize money was
lesser when compared to the amount collected. The Director, State Lotteries
Department submitted that about sixty per cent of the collection from lottery
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sales was spent for awarding prizes. To a query of the Committee, the Director
submitted that the tax would be twenty eight per cent. The Committee made a
suggestion that it would be better to give I 5 crore each to five persons instead
of giving ¥ 25 crore as first prize. The Director, State Lotteries Department
informed that from the previous experience, it was observed that lottery sales
decreased considerably with reduction of prize money and, he added that ‘X 25
crore for ¥ 500’ was it's attraction. The Committee accepted the reply.

| Conclusion/Recommendation
10) No comments
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 Principal Secretary, Taxes. The Commissioner of Commercial Taxes (CCT)
is the head of the Commercial Taxes Department who is assisted by Joint
Commissioners (JC), Deputy Commissioners (DC), Assistant Commissioners
(AC) 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 inter-State sales.

2.2 Internal Audit

The internal audit wing (IAW) in the Commercial Taxes Department
commenced functioning from 1 June 2009. The wing headed by the Deputy
Commissioner is assisted by two Assistant Commissioners and five
Commercial Tax Officers. During 2014-15, the wing planned 356 units but
could audit only 85 units. Potential cases and collection fall cases are
compulsorily checked by the wing. Out of an overall outstanding of 4,595
paras only 448 paras (9.74 per cent) were cleared. The reason for low
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clearance of observations made by IAW, though called for (April 2015) has
not been furnished by the CCT (December 2015). This indicates the poor
response of the CCT to the observations of the IAW and in enforcing
clearance of the paras by addressing the shortcomings/deficiencies pointed out
by the wing.

2.3 Result of Audit

Test check of the records relating to KVAT/KGST and CST
assessments and connected documents in 160 out of 169 offices of the
Commercial Taxes Department conducted during 2014-15 showed
underassessment of tax and other irregularities involving ¥1,771.71
‘crore in 1,812 cases which fall under the following categories given in
Table - 2.1.

Table - 2.1

1. | Performance Audit on “System of Assessmient under | FlOLILT2

| KVAT™ 4 o

2| Tumover gscaping assessment J 976 | 431,61

.._3_.___'_‘('1‘mm ui‘megui.; gxemplion _ N 1__ ___ :1{34 r “ 3@%
4| Application of incorreet rate of tax. | 3 13.90

5. | Grant of excess mput lax credit i 140 6.34

&, Other lapses __ _"_ _ i T |
| e | _f;iiai s, o : ¥ §§T’§_2 l?‘?iﬁ?l

During the course of the year, the Departinent accepted under
assessment and other deficiencies involving 187.09 crore in 1,162 cases
which were pointed out in Audit. An amount of Z8.49 crore was realised in
628 cases during the year 2014-15 of whith 51 cases involving ¥ 0.60 crore
were pointed out in 2014-15 and the rest in earlier years.

Department recovered full amount in a draft paragraphd issued,
pertaining to M/s Five Star Cone Crusher and Hollow Bricks, Peravoor and
involving ¥9.69 lakh based on the Audit observatien, in November 2013.
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The reasons for non/short realisation of the amounts even in cases

accepted by the Department were called for in September 2015. This has not

been received (January 2016).

A Performance Audit on System of Assessment under KVAT with

financial impact of ¥1,191.72 crore and a few illustrative audit observations

involving ¥ 55.52 crore are mentioned in the following paragraphs.

Value Added Tax

2.4 Performance Audit on System of Assessment under KVAT

2.4.1 Highlights

Department failed to bring majority of dealers under tax net by
registering them to VAT system. Though Economic Census 2013
reported that there were 13.41 lakh establishments operating with fixed
structure outside the house hold having different economic activities
other than agricultural, service and defence, during 2013-14, but only
2.20 lakh dealers were registered for VAT in the State. Test check by
Audit revealed non-levy of tax of ¥200.94 crore including interest and
penalty on transactions of un-registered dealers.

[Paragraph 2.4.7.1]

Non-adherence to provisions of Act and Rules while completing the
assessment resulted in  non/short levy of tax of I744.99 crore
including interest and penalty.

[Paragraph 2.4.7.6]

Lack of co-ordination with other Departments in collecting data useful
for the completion of assessment resulted in non/short levy of ¥117.62
crore including interest and penalty.

[Paragraph 2.4.7.7]

There was no system in place for analysis and utilisation of the data
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available in the KVATIS before acceptance of self assessments/
completion of assessments. Scrutiny of cases revealed non/short levy of
tax of ¥128.17 crore including interest and penalty due to these
deficiencies.

[Paragraph 2.4.7.8]
. Internal control mechanism existing in the Department was not sufficient.
[Paragraph 2.4.7.10]

2.4.2. Introduction -

The Kerala Value Added Tax (KVAT) Act, 2003 and KVAT Rules, 2005
regulate the levy and collection of tax on sales and purchases of goods in the
State. The system of value added taxation was introduced in the State with
effect from 1 April 2005.

VAT is a multi-stage tax levied at each stage of the value addition chain,
with a provision to allow Input Tax Credit (ITC) on tax paid at an earlier
stage, ‘which can be appropriated against the VAT liability on subsequent sale.
VAT constitutes major portion of State revenue and hence assessment of VAT
has a direct bearing on the tax collection and quality of tax administration.

~ With the introduction of VAT, the concept of assessment by assessing
officers was basically withdrawn and the system of self assessment was
introduced. Under the self assessment system, the dealers are required to file
periodical returns and if the return so submitted is in the prescribed manner
and accompanied by the prescribed documents, the assessment for the retum
period shall be deemed to have heen completed. Provisions for reopening of
the self assessments consequent to the detection of any turnover escaping
assessment, application of incorrect rate of tax etc., have also been provided in
the Act. :

As part of the e-governance initiative and the introduction of VAT, the
Department had introduced an application software system called KVATIS, to
capture the complete workflow of the Department in all functional areas. The
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main objective of KVATIS was to develop a uvser-friendly IT solution for the
effective and transparent tax administration with maximum tax collection
and thereby reduce the tax evasion and corruption. The project also aimed at
greater tax compliance by simplifying the procedures and timely delivery of
better services to the stakeholders. The application software became operational
during 2007-08. '

The system of assessment prevailing under KVAT Act, 2003 is as under:

in Form No. 16
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The organisational setup of the assessment wing of the Depavtment has been
shown below:

Civprnment {Tazes)

Priveipal Sccreiary 1 1

i Joint Commissioner ’ Joint Commissiongr D} .
. {General) . | (Audil & nspection) :t
S S -—«’! . : 2 Sl
Pepuly
Commissicnes
Inspecting Assistant | Assistant Commissioner

Curreiss one - { Assessmenis)

D -

Commerctal Tax Offcer

{ Aszesvemt)

2.4.4 Audit Objectives

The review was conducted to ascertain whether:

the taxpayers are identified properly and the assessments are done
according to provisions of the Act, Rules and orders.

the assessment criteria has been prescribed for selection of files for
detailed scrutiny and if so, the selection was made as per the
prescribed criteria.

a mechanism has been established to monitor internal control and the
quality of the assessment orders.
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2.4.5. Scope and methodology of audit

The Performance Audit (PA) was conducted between February 2015
and September 2015 covering the period from 2010-11 to 2014-15. Audit
selected 36" out of the 73 assessment circles in six districts (fifty per cent).
This selection was based on simple random sampling method. At each
assessing officer's level, assessment files were selected through risk
analysis based on gross turnover (GTO), commodity dealt, ITC claimed,
sales return, check post transactions -etc. During the audit, inter-
departmental data from Customs department on imports of goods by dealer
along with the data from other Central/State Government agencies were
gathered to cross verify the same with the inputs provided by the assessees
in KVATIS. Various Local Audit Reports covering audit observations
relating to KVAT assessments were also reviewed in addition to
assessment records maintained at selected units.

An entry conference was conducted on 20 May 2015 with the Principal
Secretary (Taxes) wherein the scope and methodology adopted for the PA were
explained. An Exit conference was held on 01 December 2015 with the
Principal Secretary (Taxes) where-in the audit findings were discussed.

. Acknowledgement

Audit acknowledges the co-operation rendered by the Commercial
Taxes Department in providing records and other facilities. Audit also
acknowledges the co-operation extended by ‘the Customs and Central
Excise Department' and Income Tax Department for sharing of data,
which has become helpful in conducting PA.

10 Thiruvananthapuram - Special Circle, CTO (Works  contract), T and !  Circles

Thiruvananthapuram, Kottayam- Special Circle, CTO (Works contract), H Circle Kottayam and
1 Circle Changanassery, Ernakulam- Special Circle I, I and HI, CTO (Works contract), T and 11
Circle Emakulam, Special Circle Mattancherry at Aluva, Special Circle (Produce), CTO
(Works contract) Mattancherry, Special Circle Perumbavoor, | and II Circles Kalamassery, I
and II Circles Tripunithura and CTO Aluva, Palakkad- Special Circle, CTO (Works contract), 1
and II Circles Palakkad, Kozhikode- Special Circle I and II, CTO {Works contract), T Circle
Kozhikode and CTO Perambra, Kannur- Special Circle, CTO (Works contract), I and I Circles
Kannur.
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2.4.6 Auﬂit Criteria
The audit criteria was cierived from the following Acts and Rules.
. Kerala Value Added Tax Act, 2003.
. Kerala Value Added Tax Rules, 2005.
. Notifications and Orders issued by Government.
. Circulars and Clarifications issued by the Department.

. Circulars issued by Central Board of Direct Taxes (CBDT) and
Central Board of Excise and Customs (CBEC).

2.4.7 Audit findings

2.4.7.1 Failure to bring dealers under tax net and consequent
escapement of turnover from assessment

Section 15 of the KVAT Act, 2003 stipulates that every dealer
whose total turnover in any year is not less than rupees five lakh shall get
himself registered under VAT. Further, this turnover shall not apply in case
of casual trader, contractors, dealers registered under Central Sales Tax
Act, 1956 etc. Section 15 C of the KVAT Act, 2003 envisages that every
person who intends to establish an industrial unit may get himself registered.

As of 31 March 2014, a total of 2.20 lakh dealers were registered with
the CTD as per the data furnished by the Commissioner of Commercial
Taxes (CCT).

The Sixth Economic Census 2013 conducted by the Department of
Economics and Statistics revealed that there were 13.41 lakh establishments
operating with fixed structure outside the household having different economic
activities other than agricultural, service and defence. Moreover, The
Economic Review (2014) of the State Planning Board showed that the total
number of Small Scale Industries and Micro, Small and Medium enterprises
registered in the State as of 31 March 2014 was 2.34 lakh. The CTD had
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failed to collect the data available with other Departments like Economic and
Statistics, State Planning Board, District Industries Centre, Kerala State
Industrial Development Corporation and Kerala Financial Corporation and to
make use of the same to analyse and find whether all those dealers who were
liable to be registered under the Act were actually registered or not. As per
data available in KVATIS, Audit found that the CTD failed to bring all the
dealers under tax net who were compulsoril)} to be registered. This resulted
in escapement of dealers from assessment and consequent non levy of tax as
narrated in the following paragraphs. :

Government stated (December 2015) that measures have been
initiated to widen the tax base by introducing a scheme called 'One time
incentive to new registrant scheme, by simplifying the registration
procedures of entities engaged in electronic commerce etc. However, the
details of dealers registered under scheme called for had not been furnished.

. Non levy of tax on transportation of goods outside the State by
non registered dealers™

Audit analysed the data relating to inter-State transaction of goods sent
outside the State through various check-posts and found that 140
non-registered dealers transported goods amounting to ¥ 156.82 crore outside
the State Appendix III(4). Though this data was readily available with the
CTID, no action was taken to register the dealers and levy tax on the transfer
of goods. Non levy of tax including interest and penalty worked out to ¥ 26.61
crore.

Analysis of data by Audit revealed that deviation from the provisions of
the Act was by 102 dealers by transporting readymade garments having tax
effect of ¥21.20 crore, 10 dealers in chassis with tax effect of ¥0.57 crore, five
dealers in tea with tax effect of ¥2.72 crore and 23 dealers in multiple
commodities with tax effect of ¥2.12 crere.

11 Who transported goods valued more than T10 lakh, having tax liability.
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Government stated (December 2015) that since the security amount
collected were not ascertainable from the online system, such transaction will
be ascertained from the respective check posts. Reply of the Government is
_not tenable, as the observation was not about the collection of security
amount but transportation of goods by dealers without registration escaping
the tax net and consequent loss of revenue to Government.

. Loss of revenue due to non-registration of Online traders

Section 2[xliii] of KVAT Act, 2003 defines sales as a transfer of goods
in the course of trade for a consideration and Section 2[xv] of the Act defines a
'dealer’ as a person who, carries on the business of buying, selling, supplying
or distributing goods for cash, or for deferred payment.

In the Online ‘business, the customer can get an online market platform
provided by a company, place the order for purchase of his choice from the vast
variety of products either by paying cash or deferred payment and the
company's responsibility is to deliver the goods at the place of the customer's
choice. Since a direct business to customer relationship can be established
6nly at the situs of sale, the right of levying tax on the sale lies with the
destination State. Hence, the online trade comes under the purview of local
sales attracting tax under KVAT Act, 2003 when delivery takes place in Kerala.

Even though there were 30" major online dealers in Kerala, Audit found
© that no action was taken by the Department under the KVAT Act, 2003 to levy
tax on the online business taking place in Kerala, except in the case of two
dealers who had paid ¥3.30 crore as tax during 2014-15. The loss of revenue
for the three years 2012, 2013 and 2014 worked out to ¥174.33 crore as shown
in Table- 2.2. :

12 Flipkart.com, Jabong.com, Myntra.com, Snapdeal.com, amazon.in, ebay.in, naaptol.com, yebhi.com,
yepme.com, infibeam.com, Homeshopl8.com, Shopclues.com, Indiatimes shopping, Rediff shopping,
. inkfruit.com, pepperlry.com, Fashionara,com, Firstery.com, Babyoye.com, Zovi.com, Koovs.com,
cromaretail.com, Fashionandyou.com, Shopperstop.com, Grabmore.in, Shop.seventymm.com, Tradus.in,
Futurebazaar.com, edabba.com and Govasool.com.
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Table — 2.2

Total estimated online trading in India 740000 $340000 | RLA00.00
 Estimated towards sales of goonds 13‘?5’_; s *'_—l?gﬁETﬂ ' !'“ 4975800 | 30.198.00 |
Percentage of Share of State of Kerala (4) 1 701,52 | Tel3z i,ﬁﬂ?’_‘).‘i—!
Turnover of Exempted goods (9.46%) | G 3 74,70 114.27 |
Tumover of 1% taxable goods (17:50%) | 12277| 1331|2139 |
“Turnover of 5% taxahle gouds {34065 | 30909 | 143 7 83120
| Turnover of 14,5% taxable goods (28.980%) | 203.30 22003 | 35005
Tax due @ 1% I.I!.E. .38 201
Tax due (@ 3% ROSORRE N LT { PR 8
Twdc@iars | e  wma] %
. Tﬂtﬂ} tax du&: | 2615 | 3208 7948 |
] Total due for the three years | 177.63 |
i Legs Tax { ollected | 1 330 |
| Balance tex due ’ 13

Government stated (December 2015) that online transactions could not
be taxed under KVAT Act as there is no explicit provision to tax them. The
reply is not tenable as provisions of Section 2[xliii] of the Act cited are enough
to bring these online traders under the tax net.

Audit found that the Department was not using various inputs available
in KVATIS to monitor the trade activities of unregistered dealers. Audit found
that the increase in the number of dealers regiétered was not commensurate
with the number of dealers as reported by other agencies discussed above.

Recommendation No. 1- Department may take measures to bring all dealers
into the tax net by utilising the 1nputs available in KVATIS and with other

agencies

[Audit Paragraphs 2.1 to 2.4.7.1 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31* March, 2015.
(Revenue Sector)]

[Note furnished by the Government on the above audit paragraphs is included as
Appendix II]
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(Excerpts from the discussion of Committee with officials concerned on
13.03.2024)

11) While considering the audit observations related to the non levy of tax on
transportation of goods outside the State by non-registered dealers and the loss
of revenue due to non-registration of Online traders, the Committee enquired
about the measures taken to collect 174.33 crore towards the loss of revenue
for the years 2012, 2013 and 2014. The Deputy Commissioner (C&AG Cell),
GST Department submitted that the audit remarks was about unregistered
dealers, and the tax evasion had been restricted through GST registration. The
Committee accepted the reply.

Conclusion/Recommendation
12) No comments

2.4,7.2 The system of scrutiny of returns not properly defined
in the Act or in any guidelines issued

Sections 22, 24 and 25 of the Act envisages detailed scrutiny on
returns filed. Audit examined whether any criteria existed in CTD regarding
selection of files for detailed scrutiny. As per the Act, it is mandatdry to verify
all the tax returns submitted, but has not been prescribed whether all or any of
the return so submitted are to be scrutinised in detail by the assessing authority.
The CCT had not issued any instructions regarding criteria. for selection of '
cases for detailed scrutiny. Hence the assessing officers were selecting
assessment files for scrutiny arbitrarily.

On introduction of VAT, compulsory assessment was done away with.
Scrutiny of returns is the only mechanism to ensure whether legitimate tax due
has been remitted to Government account. After the introduction of KVATIS,
the Department issued instructions® for the scrutiny of returns through KVATIS
and the assessing authority was to endorse a certificate in KVATIS to that
effect. Audit analysed the quantum of online scrutiny of periodical/annual

13 Circular No. 29/2011




38

returns by assessing officers in twenty™ assessment units done during 2012-

13 and 2013-14 and found the extent of scrutiny to be very meager as
shown in Table - 2.3.

Tabie - 2.3
& nkh 4}:“”:4; b Lk Y 2 I[:.i S Al R g i ”‘?7}43‘

| Number of deaters i the 20 units z«:..]mtuj 17986 |
;.ﬁ;a;l_::c;gfpermdma_i .i%;.im*ns fited i the 20 uugta S 1 {34 ﬁ?ﬁ? |

Number of Periodical Rumrnis serubimsed iyl : ' i .'3"(!3
| Fhe percentage of seratiny of Periodical vetary ' | %73 " an
f_’h!umber of Annual returns filed 1 the 20 unts Py 16,389 | 18.429

Mumber of !&mmﬁ returns @ﬁ_ﬁ;&é : | 247 ' 403 ]I

‘1‘%& percentage nf scruﬁmf of .&zm;mi I’Eﬂkﬂi 1.50 ' 11? i

In the absence of scrutiny, assessees, especially dealers having high
GTO and dealers dealing in evasion prone commodities will have a tendency to
understate their liability to pay tax,

Government stated (December 2015) that many parameters have been
fixed for selection of returns which are discussed in the review meetings.
For improving system based scrutiny, a departmental committee has
furnished a detailed proposal which will be implemented as soon as the
server constraints are resolved. However, details of implementation of
proposals of the Departmental Committee called for had not been furnished
(January 2016).

Further, Audit called for the details of scrutiny, both online and manual
for the years 2010-11"to 2014-15, However, since online scrutiny commenced
only in 2013-14 and the details of manual scrutiny during 2014-15 were not
complete, Audit verified the scrutiny for the year 2013-14 conducted in .12

14 C10, Special Circle, CTO, I and II Circles Thiruvananthapuram, €10, Special Circle I, 11 and 1T and
CTO, 1 and H Circle Emakulam, CTQO, Special Circle and CTO, Special Circle (Produce)
Mattancherry, CTO, Special Circle Perumbavaoi, CTO 1 and IT Circles Kalamassery, CTO, I and II
Circles Tripunithura, CTO, Aluva, CTO Special Circle T and 11, CTO, I Circle, Kozhikode and CTO,
Perambra,
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Special Circles”™ and found that during the year 2013-14, 735 out of 4,984
assessment files were selected for detailed scrutiny. In the absence of any
instructions or guidelines, Audit found that criteria like turnover of the dealer,
commodities dealt, the quantum of ITC availed, the volume of goods
transported into the State etc, were not adopted in selecting the files for
detailed scrutiny. Thus, such adhocism was affecting the transparency in the
selection process of files for scrutiny and permitting the assessing officers to
use their discretion in selecting files, which was currently unfettered in the
absence of such norms/ guidelines/ instructions. An analysis of the dealers
with their GTO and selection of their files for detailed audit is shown in Table
— 2.4

Yahle — 2.4

u#

'.1.(»1‘s R

i. umh\.r tildt]t.r\ in the l!.\a.h e ~pLu.1| L}il‘i..lﬂs i

' i\umhtr-nl‘hlr:s selected for scruting AT RBUR G NN Lo o) (B .
Nur!i’b_u:r_pl self assessment n.upcncd .m{l cnznpgglcd_ S el 1 235
Additional tax demand ereated (Tinerore) | Siss

| Number of top denlers whase GTO is abmﬁ‘_ | R N T |______1‘Eéf§___l
' ﬁ&mh@? ﬂizgfl%s “ruzmisud o iha top , Jasered [ M ;3;&__;
| “E‘_?‘_h_"_‘lf’:"'f“”“}i‘_‘_‘_‘l_‘i_"g'ﬁt_"liﬂ‘tﬂ‘_‘“.E":‘”P"‘“"d and ‘?““_’Pl""."'d __[ P,
- Additional tax demand er eated on top dealers (¥ in crore}) 4435 |
Numhf:r af self assessment of r:-rher dulm & 1_mp_m m.d ;ind L_uh-mTt-e_ﬁ_ G2l —F o mu_ﬂ‘gﬂ— |
ﬁsddmcnal (ax c!x,m.lmi m..ncd on othcr dcalu rs (T in crore) _ 1| 7 7".5[-! ‘
! Additional tax demand erented per file of top dealers (T 4n fakh) | 5913 |
i Ad_di'lie;\na] tax d!a;fmsu_}_d created pcr_f_i_Ec ::rf_ut!i_arr dr;:_.al_n:fs % in lakh) l -H:E J‘

Audit observed that more than thirty per cent of the self assessment
cases selected for scrutiny were reopened and the assessments were
completed by creating additional tax demand. It was noticed that the
additional demand created on the files of top dealers was more than twelve
times in respect of other dealers.

15CTO, Special Circle 1, 1I and III Emakulam, CTQ, Special Circle Kottayam, CTO, Special
Circle and CTO, Special Circle (Produce) Mattancherry, CTO, Special Circle Perumbavoor,
CTO, Special Circle I and 1I Kozhikode, CTO, Special Circle Palakkad, CTO, Special Circle
Kannur and CTO, Special Circle Thiruvananthapuram.
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Government stated (December 2015) that instructions have been
issued setting forth important criteria. System of centralised selection of
files has also been implemented now. However, the details of instructions
issued for the selection of files though called for had not been furnished
(January 2016). ‘ ' ’

Audit looked at Central Revenue Departments such as CBDT and
CBEC which issues guidelines each year regarding selection of assessees for
detailed scrutiny and monitoring mechanism for assessment cases.

Audit found that no such system is existing in the Department for
selection of scrutiny of files.

Recommendation No. 2 - Government may examine the guidelines issued for
selection of files for desk review by CBDT/CBEC and similar system of
selection with relevant parameters be put inplace in the Statefor VAT cases.

2.4.7.3 Absence of review mechanism of reports of scrutiny

As per Circular'® of CCT every assessing officer should send monthly
‘reports to the jurisdictional Deputy Commissioners (DC) showing the details
of scrutiny such as period, number of files selected and results etc., done by
them. Audit verified whether these reports were received, reviewed and
. analysed to see whether the selection of files for scrutiny was fair and adequate
and also whether any directions were issued for strict compliance.

Scrutiny of the minutes of the monthly conferences conducted in three
districts” during 2012-13 by the DCs revealed that though there was lack of
scientific approach in the selection of files for detailed scrutiny, no specific
directions were issued. The monthly/quarterly reviews were limited only to
collection of tax against the target fixed and an analysis of reports of scrutiny
was not being done regularly. :

Government stated (December 2015) that this has been emphasised
in all the review meetings of the Deputy Commissioners. Nodal officer

16 Circular No. 18/2005 dated 17.08.2005 of Commissioner bf Commercial taxes
17 Ermakulam, Kannur and Kozhikode
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mechanism involving senior officers is in place to monitor every district since
2015. Also that thematic review meeting is conducted periodically for specific
areas of evasion.of tax. Reply is not acceptable as documents to substantiate
the statement were not made available to Audit (January 2016).

Recommendation No. 3 - The CCT may issue guidelines to the DCs regarding
the aspects to be considered while reviewing the monthly/quarterly reports.

2.4.7.4 Time limit for completion of assessment reopened not
prescribed in the statute

As per Sections 22, 24 and 25 of KVAT Act, 2003, it is mandatory to
issue notice to the dealer for being heard about the discrepancies noticed in
the remnmn or accounts before proceeding for assessment tc the best of
assessing authority's judgement. However, there was no provision in the
statute fixing a time limit to complete the assessment if no reply is received
within the time limit of one to two weeks prescribed in the notice or if the
reply received from the dealer is not satisfactory.

In the absence of such a provision in the statute, Audit found that in
eight cases’® out of 120 files test checked in three assessment circles,
assessments were not completed even after five years though pre-assessment
notices to reopen the self assessments had been issued.

Analysis by Audit revealed that these assessees were engaged in
building/ construction business. The assessments of M/s Koroth Gulf Link
Builders (P) Ltd were pending since 2010 and that of M/s Heavenly Homes
(P) Ltd since 2012, under Commercial Tax Office (Works Contract),
Ernakulam. . - '

Thus, non-completion of assessments by the assessing officers in which
discrepancies were detected affected the collection of tax.

18 CTO (WC) Palakkad - One case, CTO (WC) Kannur - 2 cases and CTO (WC) Ernakulam - 5 cases
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Government stated (December 2015) that supervismy’ officers have been
directed to have a close monitoring. The directions issued in this regard and
compliance there on called for by Audit had not been furnished.

Recommendation .No. 4 - Government may consider fixing the time limit for
completion of assessments. :

[Audit Paragraphs 2.4.7.2 to 2.4.7.4 contained in the Report of the
Comptroller and Auditor General of India for the year ended
31° March, 2015. (Revenue Sector)]

[Note furnished by the Government on the above audit paragraphs is included as
Appendix II]

(Excerpts from the discussion of Committee with officials concerned on
13.03.2024)

13)  The Committee accepted the report furnished by the Department on audit
paragraphs 2.4.7.2 and 2.4.7.3.

14) While considering the audit paragraph 2.4.7.4, the Committee wanted the
reason for non submission of RMT for five cases of CTO (WC) Ernakulam. The
Deputy Commissioner (C&AG Cell), GST Department submitted that the
assessment of the cases mentioned in the audit para had been completed. By
accepting the reply the Committee directed to furnish the list of pending cases at

the earliest.
Conclusion/Recommendation

15} The Committee directs the Department to submit a report on the
action taken on the five cases of CTO, WC, Ernakulam indicated in Audit
para. 2.4.7.4 to the Committee within two months.

16) The Committee also directs the Department to submit the details of
tax collected in cases related to Sherin Builders/2011-12, M/s Zewar
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Commercial Construction(P)Ltd™", 32121229803/2012-13, M/s. Sadananda
Realtors, 32121288628/2012-13 to the Committee within two months.

2.4.7.5 Lack of a Department Manual to formulate a system
in the assessment of tax under KVAT Act, 2003

A Department manual is essential for regulating and streamlining its
functions and activities which has offices functioning throughout the State and
has deployed its manpower in all offices. Though there was a manual in the
erstwhile KGST regime where the assessment was totally different from VAT,
the Department failed to formulate a manual to be followed in VAT
assessments even after ten years of introduction of the new system. In the
absence of a manual, the follbwing discrepancies were noticed.

. Non maintenance of registers

Audit found that the field offices were not maintaining important
registers such as DCB register, Scrutiny register, Audit visit register, Notice
issued register, Assessment register, Appeals pending register etc. in
connection with the assessment/collection of tax.

In the absence of these registers, the details of important information in
an office such as period up to which the returns were scrutinised in the cases
of each assessees, details of permission sought received for conducting Audit
visit, details of self assessments reopened etc., were not available. The non
maintenance of registers affected both transparency in selection of files and
effectiveness in collection of tax.

. Lack of clarity in the assignment of duty to men in position

After the introduction of the KVATIS, the works attended by the
supporting staff in the assessment circles were considerably reduced due to
automation of functions. Thus, the Department could have utilised their
service effectively in areas such as scrutiny of returns of presumptive tax
dealers/returns with less turnover reported, conduct street survey etc., towards
ensuring better tax collection regime.
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Audit observed that though the Department issued directions®™
specifying the duties and responsibilities of the Assessing Officers and clerks,
the duties mentioned for clerks in the circular were not relevant after the
introduction of KVATIS system. The directions were silent on duties and
responsibilities of other important categories like Inspector, Junior
Superintendent etc.

Government stated (December 2015) that the above issues would be
‘looked into. Further developments in this regard had not been intimated.

Recommendation No. 5 - Department may prepare a manual detailing all
aspects of assessment to ensure uniformity in the system of assessment.
Further, it may be ensured that necessary reports are generated automatically
from the KVATIS.

[Audit Paragraph 2.4.7.5 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31" March, 2015.
(Revenue Sector)]

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

(Excerpts from the discussion of Committee with officials concerned on
13.03.2024) :

17) When the Committee enquired about the details regarding the non
maintenance of registers, the Deputy Secretary, Legislature Secretariat excerpted
the report of the department that the online reports were available in the back
end module of the GST Department. The Committee accepted the report
furnished by the Department.

18) The Committee accepted the report furnished by the Department
regarding the lack of clarity in the assignment of duty to men in position.

19 Circular No.1-C/2007
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_Conclusion/Recommendatioh
19) No comments

2.4.7.6 Non adherence to provisions of Act and Rules while
completing the assessment :

Sections 22, 24 and 25 of the Act provide for assessment of tax under
KVAT. Section 31(5) states that if tax due was not paid in time, interest at the
rate of one per cent per month will accrue on it. As per section 67, if any
dealer acts in contravention to the provisions of Act and Rules, penalty at
twice the rate of tax due from him may be imposed upon him. Specific
provisions of the Act/Rule relating to the irregularities are mentioned in the
succeeding paragraphs.

Audit scrutinised 3,417 annual returns filed by 1,496 dealers in the
selected 36 assessment circles and cross verified the details with other
manual and e-data collected and found that the assessing officers failed to
follow the provisions in the Act and Rules, which affected the quality of
assessment as under.

. Accounted sales escaping assessment

Section 42 (1) of KVAT Act, 2003 stipulates that every dealer whose
total turnover in a year exceeds rupees sixty lakh shall get his accounts audited
annually by a Chartered Accountant or Cost Accountant and shall submit a
copy of the audited statement of accounts and certificate in Form 13 & 13A.
Section 24(1)(a) of the Act, stipulates rejection of the return, if there is
discrepancy between the return filed and audited accounts and to complete the
assessment to the "best of judgement". As per section 42(2) of the Act, the
dealer is liable to pay any additional tax with reference to the audited figures,
interest thereon under Section 31(5) and penal interest at twice the rate of
interest accrued. ' '
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Audit noticed that in 14 assessment circles, 15 dealers failed to report
the accounted sales whereas 14 dealers failed to report the - turnover
accounted as 'other receipts'.

" The 'other receipts' were warranty claim, AMC receipt, trade discount,
subsidy or other receipts to make up the loss sustained etc. which were liable
for tax. The total tumover escaped from assessment of tax worked out to
X323.22 crore and the resultant short levy of tax including interest under
Section 31(5), penal intérest and penalty under Section 67 amounted to
10530 crore Appendix III(5). The Tax district-wise deviation from
_ provisions of the Act/ Rules is detailed in Table — 2.5.

Table - 2.5

(¥ in crore)

>

s

Deputy Commissioner, Emakulam 15 139.67 43.38
Deputy Commissioner. Mattancherry 7 1id14 49.02
Deputy Commissioger, Kottayam 3 0.41 01t
Deputy Commisstoner, Palakkad 2 24.82 4.25
Deputy Commissioner, Korhikode i 2| - 6He
Dreputy Comupmissioner, Thiruvananthapuram 1 R 165

Total 29 A2 105.30

Audit observed that amongst the defauiters, M/s Hindustan Unilever
Limited of Special Circle Mattancherry was the biggest defaulter with tax
effect of ¥41.61 crore. The nature of business dealt with by other dealers are
given below:

. Four in Fast Moving Consumer Goods with tax effect of ¥51.09 crore.
. Four in Supermarket with tax effect of ¥7.50 crore.
. Three in batteries with tax effect of ¥ 4.50 crore.

. 'Eighteen in multiple commodities with tax effect of ¥42.21 crore.
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Thus, failure of assessing officers to adhere to-the provisions of the Act
and rules resulted in non-detection of irregularities.

. Failure to report turnover accounted as interstate stock transfer
out :

The movement of goods from one State to another State that occasioned
otherwise than by way of sale is treated as local sale and tax shall be levied
under section 6 of KVAT Act, if the transfer is not supported by statutory Forms.

Audit found that eight®® out of 17 dealers scrutinised in five
assessment circles failed to report in their annual return, the transactions
accounted as interstate stock transfer out. The dealers did not report the
transaction and also failed to submit statutory Forms to claim exemption.
Though statutory declarations were not filed, the assessing officer did not
levy tax on the turnover of goods treating it as a local sale. Non-reporting of
transactions worth ¥384.79 crore resulted in short levy of tax including
interest and penalty of ¥ 140.53 crore. The Tax district-wise deviation from
provisions of the Act/Rules is detailed in Table — 2.6.

Table -~ 3,6

{T in crore)

Deputy Commussioner, Frmakubanm 4 16083 94,27
Deputy Commissioner. Palakkad 2 11 L59
Drepdy Cormmissioner, Mattanchernry I HTi 4% 54
Deputy Commissiomer, Thiruvananthapuram 1 314 p13
Total 8 38479 140.53

20 Asian Paints Ltd T 10.50 crore), Mondelez India Foods Limited, ¥ 68.37 crore), Parle Biscuits (P)
Lid. ¥ 14.18 crore), Concord Enterprises I 1.22 cro're)', Hindustan Unilever Limited ¥ 43.54 crore),
South Indian Federation of Fishermen ¥ 1.13 crore), Kiran Global Chems Ltd T 1.17 crore), Precot
Meridian Limited ¥ 0.42 crore).
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Audit observed fhat amongst the defaulters, M/s Mondelez India Foods
Limited of Special Circle II Ernakulam was the biggest defaulter with tax
effect of I 68.37 crore.

. Turnover exempted without mentioning the nature of exemption

As per Rule 10 of the KVAT Rules, 2005, the allowable deductions from
the local sale of taxable goods are (1) sale of goods to units in Special
Economic Zone (SEZ) (2) sale to his agent or principal (3) sale of medicines
purchased on invoices in Form 8H.

Audit found that in case of 25 out of 42 dealers whose returns
scrutinised in nine assessment circles, the assessees availed exemption of
turnover of ¥671.45 crore from their local sales tunover without mentioning
the nature of exemption. Since no exemption is allowable from the local
sales of a dealer under the Act other than those mentioned above, the
exemption availed was not in order. However, the assessing authority
- accepted the returns without assessing the irregular exemptions. This
resulted in short levy of tax including interest. under Section 31(5) and
penalty under Section 67 of ¥234.89 crore Appendix III(6). The Tax
district-wise deviation from provisions of the Act/Rules is detailed in
Table - 2.7.

Table - 2.7

(¥ in crore)

Deputy ﬁm&m@nm, Ernakulam ! e 476.68 | 195.99
Beputy Commissioner, Thlruv.anamhnpumm | 2 22.66 - .07
Depnsty Commissioner, Koty | 2 68,38 10.59 -
Deputy Commyissioner, Mattancherry 1 I 4.3 254
Deputy Commissioner, Kochikode | 1 | 38 | 125 |
Deputy Commissioner, Palokkad | I 32.78 444 |
uﬁfémf;% ommissioner, Kaonur AR A ST ﬁh‘ﬁ“h‘,
Total - - LI 67145 | 23489 |
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Audit observed that amongst the defaulters, M/s Indian Oil Corporation of
Special Circle II Ernakulam was the biggest defaulter with tax effect of
T148.64 crore, The nature of business dealt by these dealers are indicated
below:

. Four in Automobiles with tax effect of ¥38.79 crore.

»  Three in Hill produce with tax effect of ¥ 15.02 crore.

. Three in Fast Moving Consumer Goods with tax effect of I 11.69 crore.
. Fifteen in multiple commodities with tax effect of ¥169.39 crore.

Audit noticed that M/s Indian Oil Corporation, M/s Concorde Motors
India Ltd of Special Circle I Ernakulam, M/s Hindustan Unilever Limited -
of Special Circle Maftancherry and National Handloom Development
Corporation Ltd. of CTO, II Circle, Kannur repeated the default for three
years.

. Irregular exemption of sales to unmits situated in Special
Economic Zone

As per Section 6(7)}(b) of the KVAT Act, 2003, sale of any building
materials, industrial inputs, plant and machinery including components,
spares, teols and consumables in relation thereto to any developer or
industrial unit or establishments situated in any SEZ in the State for setting
up the unit or use in the manufacture of other goods shall, subject to such
conditions or restrictions, as may be prescribed, shall be exempted from tax.

Audit found that eight out of 14 dealers whose returns were scrutinised
in four assessment circles, under Deputy Commissioner, Ernakulam, the
assessees availed exemption of turnover of ¥108.97 crore treating it as the
sales to units situated in SEZ. Audit found that the goods sold were surgical
equipments, furniture, computers, electronic goods, petroleum, furnace oil,
etc. Since these goods do not fall under the exempted category of goods as
mentioned in Section 6(7)(b), the exemption availed was irregular. Lack of
* scrutiny by assessing officers even though the data was available in KVATIS
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resulted in short levy of tax including interest and penalty works out to ¥ 43.80
crore Appendix II1(7).

Audit observed that amongst the defaulters, M/s Bharat Petroleum
Corporation Ltd. of Special Circle II, Ernakulam was the -biggest defaulter
with tax effect of ¥15.60 crore.

Audit noticed that M/s Bharat Petroleum Corporation Ltd and M/s
Blue Star Limited of Special Circle II, Ernakulam repeated the default for three
years.

. Turnover exempted without furnishing the statutory
documents ‘

As per Rule 10 of the KVAT Rules, the dealer is entitled to deduct the
turnover if the turnover is supported by Form 43, Form 25F, Form 8H invoices,
Form E 1 or the documents supporting high sea sales as the case may be.

Audit observed that 22 out of 37 dealers in 12 assessment circles
exempted a turnover of ¥1,007.71 crore by claiming that the goods were
sold (1) to a unit situated in SEZ, (2) through auction (3) as tax previously
suffered on its MRP. However, no statutory documents such as Form 43,
Form 25F or Form 8H, were produced to prove their claims. Audit found
that the assessing officers were not completing the assessments, even in the
absence of such statutory declarations. In the absence of such statutory
forms, the exemption claimed was not in order resulting in short levy of
tax including interest ws 31(5) and penalty u/s 67 amounting to ¥151.38
crore Appendix ITI(8). The Tax district-wise deviation from provisions of the
Act/Rules is detailed in Table — 2.8.
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Table - 2.8

(T in crore)

Deputy Commissioner, Ernakulam 7 108,04 20,07
Deputy Commissioner, Mattancherry 5 342.89 50.74
Deputy Commusstoner, Kozhikode 3 46.75 671
Deputy Commissioner, Koltayam 3 42372 62.00
Deputy Commissioner, Thirpvananthapuram | 2 A 1.8
R Totsl : 2 100771 151.38

Audit observed that amongst the defaulters, M/s JMJ Traders of
Special Circle Kottayam was the biggest defaulter with tax effect of ¥51.37
crore. The naturé of business dealt by these dealers are as follows:

. Seven in Medicine with tax effect of T 40.79 crore. |
e Five in Tea auction with tax effect of ¥50.70 crore.
. Six were sellers to Special Economic Zone with tax effect of 58.55
crore.

. Four were sub contractors with tax effect of ¥1.34 crore.
. Output Tax (OPT) reversed without furnishing requisite documents

As per Rule 10 of KVAT Rules, 2005, the dealer is entitled to deduct
from his turnover, all amounts allowed to purchasers in respect of goods
returned by them, where the goods are taxable on the amount for which they
have been sold. Section 41 of the Act stipulates that the selling dealer shall
issue credit notes and the purchaser effecting the sales return shall issue debit
~ notes in Form No.9. Proviso to Rule 59 states that a credit note claim shall be
supported by debit notes.

Audit observed that 27 out of 41 dealers whose returns were
scrutinised in ten assessment circles had adjusted ¥19.66 crore from their
tax due, claiming it as the tax element on sales return. However, the claim
was not supported by the corresponding debit notes issued by the
purchasers to the credit note of the dealers. Lack of scrutiny by assessing
officer resulted in escapement of such omissions undetected. The short
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levy of tax on this account worked out to ¥ 64.45 crore. The Tax district-wise
deviation from provisions of the Act/Rules is detailed in Table - 2.9.

Tabile - 2.9

(T in crore)

Deputy Commissionsr Ernakulam | 3. .
“Deputy Commissioner Thiruvananhapram | 4 60 | 450 |
Deputy Commissioner Mattancherry | 3 108 | 342 |
Deputy Commissioner Kannur | 0.38 1.30 |
_Deputy Commissioner Kottayam 2 DR E 026 |
“Deputy Commissioner Kozhikode |1 BRI 21 7 157
" Totl SR T 19.66 6445 |

Audit observed that amongst the defaulters, M/s TV Sundaram Iyenger
& Sons Private Limited of Special Circle Thiruvananthapuram was the biggest
defaulter with tax effect of ¥44.20 crore.

Audit noticed that M/s Nestle India Limited and M/s Prism Cement
Limited of Special Circle I Ernakulam repeated the default for three years
and M/s T.V Sundram Iyengar & Sons Private Limited of Special Circle
Thiruvananthapuram repeated the default for four years.

. Excess claim of special rebate

As per Section 12(1) of the Act, a dealer is entitled to deduct from the tax
payable by him, a sum equal to the tax paid under sub-Section (2) of Section 6
where such goods are intended for resale or for use in the manufacture of
taxable goods or for use in the execution of works contract or for use as
containers or packing materials for the packing of taxable goods in the state.

Audit noticed that three out of seven dealers whose returns were
scrutinised in two assessment circles had availed special rebate of ¥6.13
crore against a purchase tax due/paid amounting to ¥5.97 crore during the
year 2012-13. Since the claim of special rebate cannot be in excess of
purchase tax due, the excess claim of special rebate resulted in short levy of
tax including interest and penalty of ¥0.51 crore as shown in Table - 2.10.
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Table —2.10

(¥ in crore)

CTO, Spenial N Fraders 32058107585 21 .23 0.23
[SSireey St Mmry's | 32050276345 4.09 413 |, 012
| Koftayam Rubhers Pvi. §
. Limited
L CTO, Special Rubber Mark | 320704921155 1.67 §.72 016
- Circle 1IN,
| Ernakulam
etiier oy BT I XL S IO SRR IR T S Iy o))
. Non reversal of ITC on interstate sale of rubber

The Government, through a notification?, exempted the payment of tax
on the interstate sale of natural rubber subject to the condition that the natural
rubber has suffered tax under the Act. The CCT issued direction® that if the
sale of a goods is exempted through notification, no ITC shall be allowed on
the purchase turnover of such goods sold during interstate.

Audit found that two out of eight dealers whose returns were scrutinised
in two assessment circles were liable to reverse their ITC claim of ¥ 2.33 crore,
being the tax suffered on the purchase turnover of rubber sold interstate, but
reversed only ¥2.08 crore. This resulted in short payment of tax including
interest and penalty of ¥0.83 crore as shown in Table - 2.11.

21 SRO 753/2011.
22 Circular No. 17/2013.
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Tahle - 2.11

(T in crore)
CTO, Special | St Mary’s 32051107585 | 201213 | 017 0 0.56
(CEEEGR oA § Ruoees Ev W13-14 | 004 | 0 0.13
s Limited .
CTO, Spenial | Rubber Mark | 32070491185 | 2012-13 | 212 2.08 .14
Carele 11, .
|Ernakulsm ' |
IS Total™ | |23 | 208 | ess |

Government stated (December 2015) that detailed verification was
needed in all the cases pointed out and that final report will be submitted
after verification. Audit feels that the Government may explore the possibilities
of investigation in all the cases.

. Irregular claim of exemption from the contract receipt by
dealers who opted to pay tax under compounding scheme

As per Section 8(a) of the Act, a dealer, instead of paying tax under
Section 6, can opt for payment of tax at the rate stipulated for the whole amount
of contract. As such, a dealer who opted to pay tax under Section 8(a), is not -
eligible to deduct any amount from the contract receipt received by him. This
position was upheld in a judicial review by the High Court of Punjab and
Haryana®,

Audit found that 12 out of 22 works contractors/ builders in four
assessment circles had availed exemption of the value of land amounting
- to ¥33.14 crore from their contract receipt to arrive at the taxable turnover.
This is agaiﬁst the provisions of the Act and had resulted in short paynient
of tax including interest and penalty of I 3.30 crore Appendix III(9). The Tax
district-wise deviation from provisions of the Act/Rules is detailed in
Table-2.12. oy

23CWP Case No.5730 of 2014 in CHD Developers Vs The State of Haryana and others.
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 Table - 212

% in crore)

Deputy Commissioner Palakkaed I+ = 547 0.53
| Deputy Commissioner Emakulam | 3 | 41| 040
| Deputy Commussioner Kozhikede | 3 e
Deputy Commissiopes Kannur | . 2 | 651 062

Towl e ol i B L AT

Audit observed that amongst the defaulters, M/s Hilite Builders of
Works Contract Office, Kozhikode was the biggest defaulter with tax effect
of X1.19 crore. Audit noticed that M/s Pazheri Properties & Developers (P)
Ltd of Works Contract Office Kozhikode repeated the default for three years.

Audit found that acceptance of returns of the dealers who were not
adhering to the provisions in the statute led to evasion of tax.

Government stated (December  2015) that the Law department had
opined that land value was excluded in the works contract. Reply: was not
tenable as the audit objecﬁon was based on provisions of the Act which had
also been upheld judicially. |

[Audit Paragraph 2.4.7.6 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31" March, 2015.
(Revenue Sector)]

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

(Excerpts from-the discussion of Committee with officials concerned on
13.03.2024)

20) When the Committee enquired about the action taken in the cases
described in the audit observation “Accounted sales escaping assessment”, the
Deputy Secretary, Legislature Secretariat stated that no further action was
required as the dealers had remitted the amount in Sl No. 1, 3, 7, 9,-20 and 23
and submitted the supporting documents to claim exemptions in Sl No. 2, 4, 5,
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6, 8, 10, 11, 12, 13, 14, 16 17, 18, 19, 24, 25, 26, 27, 29 and 30 in Appendlx
IT§(5). The Committee accepted the reply furnished by the Department.

21) While discussing the audit observation in the case related to Hindustan
- Unilever Limited, 32150254454/2013-14, CTO, Special Circle, Mattancherry,
Aluva, the Committee pointed out that Athe Government in its reply stated that
the amount mentioned in the C&AG Report as “other receipts not returned”
could not be traced out from the returns and audit report filed by the assessee.
The Deputy Commissioner (C&AG Cell), GST Department submitted that the
verification of the book of records revealed that the variation was due to the
inclusion of tax in the sales turnover and that issue was rectified by separating
the tax component from the sales turnover. The Committee accepted the reply

furnished by the Department.

22) The Committee wanted to know the recovery status of the case regarding
Paragon Steels (P) Ltd., 32090250802/2013-14, CTO, Special Circle, Palakkad,
The Deputy Commissioner (C&AG Cell), GST Department submitted that a few
amounts had been collected and revenue recovery measures were being initiated
to colleét the dues. The Committee urged to submit the final report regarding it

to the Committee urgently.

23) When the Committee enquired about the status of appeal in the case
related to T.V. Sundaram lyengar & Sons Ltd.32010188782/2013-14, CTO,
Special Circle, Thiruvananthapuram, the Deputy Comnﬁssioner (C&AG Cell),
GST Department submitted that the appeal had been disposed and the
modification was pending. By accepting the reply the Committee directed to

furnish: the final report regarding it to the Committee at the earliest.

24)  When the Committee directed to give an explanation regarding the case
related to Amala Super Market, 32050649856/2013-14, CTO, II Circle,
Kottayam, the Deputy Commissioner (C&AG Cell), GST Department submitted
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that the difference in turnover was due to the failure in disclosing the sales
turnover of non taxable goods. The Committee accepted the reply furnished by

the department.

25) © While considering the cases pointed out in the audit para “Failure to
report turnover accounted as interstate stock transfer”, the Depﬁty Secretary,
lLegislature Secretariat informed that as per the direction of the Committee, the
Cases from Sl No. 1 to 7 had been settled through the discussions held between
the Accountant General and the Department concerned. The Committee

accepted it.

26) While considering the cases pointed out in the audit observqtion
“Turnover exempted without mentioning the nature of exemption,” the Deputy
Secretary, Legislature Secretariat informed that no further action was required as
the dealers had remitted the requisite amounts mentioned in SI No. 8, 14, 24, 25,
26, 35, 36 and 37 and also submitted the supporting documents to claim
exemptions in cases related to Sl No. 2, 5, 6, 9, 10, 11, 12, 13, 15, 16, 17, 18,
19, 20, 22, 23, 27, 28, 29, 30, 31, 32, 33 and 34 in Appendix III(6).
The Committee accepted the reply.

27)  When the Committee directed to give a reply regarding the case related to
the Pest Control (India) Pvt.Ltd. 32070287182/2012-13, CTO, Special Circle I,
Ernakulam, the Deputy Commissioner (C&AG Cell), GST Department
submitted that notice for modification had been issued. The Committee accepted
the reply and directed to furnish the final report thereon to the Committee
 urgently.

28) When the Committee directed to give reply on the case related to Ashok
Leyland Ltd. 32071200174/2013-14 CTO, Special Circle I, Emakulam, the
Deputy Commissioner (C&AG Cell), GST Department submitted that notice for
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modification had been issued. On accepting the reply the Committee directed to

submit a report after completing the action.

29) When the Committee directed to give an explanation regarding thé case
related to Indian Oil Corporation Ltd. 32070300862/2011-12 , CTO, Special
Circle I1, Ernakulam, the Deputy Commissioner (C&AG Cell), GST Departiment
submitted that the notice issued under Section 25(1) of the KVAT Act 2003 had
been stayed by the Hon'ble High Court and the case was currently pending. The

Committee accepted the reply.

30) When the Committee wanted to give an explanation regarding the case
related to HCL Infosystems Ltd., 32070312742/2011-12, CTO, Special
Circle 11, Ernakulam, the Deputy Commissioner (C&AG Cell), GST Department
informed that the issue therein was the inclusion of the labour charge and that
had been rectified by separately assessing the labour component. The

Committee accepted the reply.

31) When the Committee-directed to give an explanation regarding the cése
_related to V-Star Creations Pvt Ltd., 32070438652/2013-14, CTO, Special Circle
111, Ernakulam, the Deputy Commissioner (C&AG Cell), GST Department
submitted that the modification had been completed and found that it was non

taxable. The Committee accepted the reply.

32) Regarding the audit observation related to “Irregular exemption of sales to
units situated in Special Economic Zone”, the Deputy Secretary, Legislature
Secretariat informed the Committee that no further action was required as the
dealers concerned had submitted the supporting documents related to the
, objections pointed out in Sl No. 1,2,3,4,5,6, 7, 10, 11 and 12 in Appendix

IT1(7). The Committee accepted it. ,

33) While discussing the case related to SFO Technologies Digital Pvt Ltd.
32070415803/2011-12, CTO, Special Circle IiI, Ernakulam, the Committee
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énquired about the present status of the Writ Petition filed before the Hon’ble
High Court. The Deputy Commissioner (C&AG Cell), GST Department
submitted that though the Writ Petition had been disposed of, an appeal filed in
that regard was still pending. Further, the Committee enquiréd for an
: explanati(;n regarding the another case related to SFO Technologies for the year
2012-13. The Deputy Commissioner (C&AG Cell), GST Department submitted
that the assessment had been completed. The Committee directed to furnish a

final report regarding the two cases pointed out by the audit at the earliest.

34)  When the Committee directed to furnish an explanation regarding the
case related to Qutsource Partners International Pvt Ltd32071382201/2013-14,
CTO, It Circle, Kalamassery, the Deputy Commissioner (C&AG Cell), GST
Department submitted that Input Tax Credit had not been availed, and the
Committee accepted the reply.

35) When the Committee enquired an explanation regarding the case related
to M/s Honey Automation India Ltd for the years 2012-13 and 2013-14, the
Deputy Commissioner (C&AG Cell), GST Department submitted that notice
had already been issued in the aforementioned cases. The Committee directed to

furnish the final report regarding the said case at the earliest.

36) While considering the audit observation in connection with the “Turnover
exempted without furnishing the statutory documents” the Deputy Secretary,
Legislature Secretariat submitted that no further action was required as the
“dealers had remiﬁed the amounts mentioned in S1 No. 1, 2, 6, 9, 10, 11, 29, 30 &
31 and also submitted the supporting documents in connection with the
objections pointed out in Sl No. 3, 4, 5, 7, 8, 12, 13, 14, 15, 16, 17, 19, 20, 21,
22, 23, 24, 25, 27, 28 and 32 in Appendix ITI(8). The Committee accepted the
reply.
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37) When the Committee wanted an explanation regarding the case related to
Amrita Enterprises (P), Ltd, 32010108524/2011-12 CTO, Special Circle,
Thiruvénanthapqram, the Deputy Commissioner (C&AG Cell), GST
Department submitted that notification had been completed and the same had

been proved in the second stage of the case. The Committee accepted the reply.

38) When the Committee wanted to furnish the reply regarding the case
related to Outsource Partners International Pvt. Litd., 32071382201/2013-14,
CTO, 1I Circle, Kalamassery, the Deputy Commissioner (C&AG Cell), GST
Depariment submitted that Input Tax Credit had not beeﬁ availed. The

Committee accepted the reply.

39) Regarding the audit observation in connection with Output tax (OPT)
reversed without furnishing requisite' documents, the Deputy Secretary,
Legislature Secretariat informed that no further action was required as the
dealers had remitted the amounts in Sl Nos. 1, 2, 3,5, 6, 7, 8, 9, 16, 23 and 31
and also submitted the supporting documents in connection with the objections
raised by the audit in SL Nos. 4, 27, 28, 29, 30, 36 & 39. The Committee
accepted the reply. '

40) When the Committee enquired about an explanation regarding T.V.
Sundaram Iyengar and Sons Private Limited 32010188782/2010-11, 2011-12,
2012-13 and 2013-14 CTO, Special Circle, Thiruvananthapuram, the Deputy
Commissioner (C&AG Cell), GST Department submitted that modification was
pending and notice had been issued, The Committee directed to submit a report

after completing the action at the earliest.

41) While considering the audit observation in connection with the “ Excess
claim of special rebate”, the Deputy Secretary, Legislature Secretariat. apprised

that no further action was required as the dealers had remitted the amounts
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mentioned in S] No. 1 & 3 and submitted the supporting documents in

connection with SI No. 2. The Committee accepted the report.

42) While considering the audit observation in connection with Non reversal
of ITC on interstate sale of rubber, the Deputy Secretary, Legislature Secretariat
mentioned that no further action was required as the dealers had remitted the
amount in Sl No. 3 and submitted the supporting documents in S1 No. 1 & 2.

The Committee accepted it.

43) Regarding the “Irregular claim of exemption from the contract receipt by
dealers paying tax at compounded rate”, the Deputy Secretary, Legislature
Secretariat informed that no further action was required as the dealers had
remitted the amount mentioned in SI No. 1, 3, 4, 5, 9, 10, 13, 16, 17, 20 and 21
and also submitted the supporting documents in connection with Sl No. 11, 12

and 18. The Committee accepted the report submitted by the department.

44) When the Committee enquired about the observation related to Classic
Builders  32091640863/2012-13, CTO. (WC), Palakkad, the Deputy
Commissioner (C&AG Cell), GST Department submitted that M/S Classic

Builders had remitted the amount. The Committee accepted the reply.

45)  When the Committee directed to give an explanation on the case related
to Chanthankulam Projects & Developers (P) Ltd., 32091659717/ 2011-12, CTO
(WC), Palakkad, the Deputy Commissioner (C&AG Cell), GST Department
submitted that the Writ Petition regarding the case was pending before the
Hon’ble High Court. The Committee directed to furnish the final report

regarding the said case.

46) When the Committee directed to give an explanation regarding the case in
connection with Chanthankulam Projects & Developers (P) Ltd 32091659717/
2012-13, CTO (WC), Palakkad, the Deputy Commissicner (C&AG Cell), GST
Department submitted that the Writ Petition regarding the case was. still pending
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before the Hon’ble High Court. The Committee directed to furnish the final

reply regarding the said case at the earliest.

47y Regarding the case related to Rajan K,.32589750916/2012-13 CTO (WC),
Palakkad, the Deputy Commissioner (C&AG Cell), GST Department informed
that the copy of the document of property sale had been submitted, and the case
had been proved in the appéal. When the Senior Audit Officer pointed out that a
case in that regard was pending before the Court. The Committee urged the
department to furnish the details regarding the said case and also decided to

review the case after getting disposal from the court.

48) When the Committee enquired about an explanation regarding the case
related to M/s Pentium Construction 32111514595/2011-12, CTO (WCQ),
Kozhikode, the Deputy Commissioner (C&AG Cell), GST Department
submitted that revenue recovery measures were being taken. The Committee
directed the department to furnish a final reply after all the procedures were

being completed.

49) When the Committee enquired whether the stay order in connection with
M/s Pentium Construction 32111514595/2012-13, CTO (WC), Kozhikode had
been vacated, the Deputy Commissioner (C&AG Cell), GST Department
submitted that the Tribunal Stay had not been vacated. The Committee directed
the department to furnish the final reply after the completion of all the

procedures immediately.

50)  Regarding the case related to M/s Oxoniya Builders and Developers (P)
Ltd 32072022628/2013-14,CTO (WC), Ernakulam, the Deputy Commissioner
(C&AG Cell), GST Department submitted that revenue recovery measures were
being initiated.
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‘Conclusion/Recommendation

51) The Committee directs the Department to submit a report on present
status of the revenue recovery proceedings initiated in connection with
Paragon Steels (P) Ltd, 32090250802/2013-14, CTO, Special Circle,
Palakkad within two months.

52) The Committee directs the Department to submit detailed report on
the assessment made and collection of dues if any in connection with Pest
Control (India) Pvt.Ltd. 32070287182/2012-13, CTO, Special Circle I,
Ernakulam, at the earliest.

53) The Committee directs the Department to submit detailed report on
the assessment made and realisation of dues if any in connection with M/s
Ashok Leyland Ltd. 32071200174/2013-14 CTO, Special Circle I,
Ernakulam, at the earliest. |

54) The Committee directs the Department to furnish present status of
the case filed before the Hon’ble High Court in connection with Indian Oil
Corporation Ltd. 32070300862/2011-12, CTO, Special Circle TI,
Ernakulam. i

55) The Committee directs the Department to furnish present status of
the Writ Appeal filed by SFO Technologies Digital Pvt Ltd.
32070415803/2011-12, CTO, Special Circle III, Ernakulam, and a detailed
report regarding the assessment made and collection of dues for the year
2012-13.

56) The Committee directs the Department te submit detailed report on
the assessment made and realisation of dues in connection with M/s Honey
Automation India Ltd for the years 2012-13 and 2013-14 within two
months. ;

57) The Committee directs the Department to submit detailed report on
the assessment made and realisation of dues in connection with T.V.
Sundaram Iyengar and Sons Private Limited 32010188782/2010-11, 2011-




64

12, 2012-13 and 2013-14 CTO, Special Circle, Thiruvananthapuram, within
two months.

58) The Committee directs the Department to furnish present status of
the two Writ Petitions filed before the Hon’ble High Court by
Chanthankulam Projects & Developers (P) Ltd., 32091659717, 2011-12 and
2012-13, CTO (WC), Palakkad.

59) The Committee directs the Department to furnish a report regarding
present status of the case filed by Rajan K, 32589750916/2012-13 CTO
(WC), Palakkad at the earliest.

60) The Committee directs the Department to furnish a detailed report after
completing the revenue recovery measures intiated in connection with M/s
Pentium Construction 32111514595/2011-12, CTO (WC), Kozhikode.

61) The Committee directs the Department to furnish present status of -

the case filed by M/s Pentium Construction 32111514595/2012-13, CTO
(WC), Kozhikode., = ‘

62) The Committee directs the department to furnish the current status
of revenue recovery procedures initiated in connection with M/s. Oxoniya
Builders and Developers  (P)Ltd, ‘ 32072022628/2013-14, CTO(WCQ),

Ernakulam.

SUNNY JOSEPH,
Thiruvananthapuram, Chairperson,
28t Juova®y 2026 Committee on Public Accounts.
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APPENDIX 1

SUMMARY OF MAIN CONCLUSIONS / RECOMMENDATIONS

S1

No:

Para
No.

Department

concerned

Conclusion / Recommendation

15

Taxes

The Committee directs the Department to submit a
report on the action taken on the five cases of CTO,
WC, Emakulam indicated in Audit para. 2.4.7.4 to the
Committee within two months.

16

Taxes

The Committee also directs the Department to submit
the details of tax collected in cases related to Sherin
Builders/2011-12, M/s Zewar Commercial
Construction(P)Ltd,  32121229803/2012-13, M/s.
Sadananda Realtors, 32121288628/2012-13 to the
Committee within two months.

o

Taxes

The Committee directs the Department to submit a
report on present status of the revenue recovery
proceedings initiated in connection with Paragon Steels
(P) Ltd., 32090250802/2013-14, CTO, Special Circle,'
Palakkad within two months.

52

Taxes

The Committee directs the Department to submit
detailed report on the assessment made and collection
of dues if any in connection with Pest Conirol (India)
Pvt.Ltd. 32070287182/2012-13, CTO, Special Circle I,
Ernakulam, at the earliest.

53

Taxes

The Committee directs the Department to submit

detailed report on the assessment made and realisation
of dues if any in connection with M/s Ashok Leyland

Ltd. 32071200174/2013-14 CTO, Special Circle I, :
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Si

No.

Para

" No.

. Department

concerned

Conclusion / Recommendation

Ernakulam, at the earliest.

54

Taxes

The Committee directs the Department to furnish
present status of the case filed before the Hon’ble High
Court in connection with Indian Qil Corporation Ltd.
32070300862/2011-12, CTO, Special Circle I,
Ernakulam.

55

Taxes

The Committee directs the Department to furnish
present status of the Writ Appeal filed by SFO
Technologies Digital Pvt Ltd. 32070415803/2011-12,
CTO, Special Circle IfI, Emakulam, and a detailed
report regarding the assessment made and collection. of
dues for the year 2012-13.

56

Taxes

The - Committee directs the Department to submit
detailed report on the assessment made and realisation
of dues in connection with M/s Honey Automation
India Ltd for the years 2012-13 and 2013-14 within
two months.

57

Taxes

The Committee directs the Department to submit
detailed report on the assessment made and realisation
of dues in connection with T.V. Sundaram Iyengar and
Sons Private Limited 32010188782/2010-11, 2011-12,
2012-13 and 2013-14 CTO, Special Circle,
Thiruvananthapuram, within two months.

10

58

Taxes

The Committee directs the Department to furnish
present status of the two Writ Petitions filed before the
Hon’ble High Court by Chanthankulam Projects &

Developers (P) Ltd., 32091659717, 2011-12 and 2012-
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No.

Para
No.

Department
concerned

Conclusion / Recommendation

11

59

Taxes

13, CTO (WC), Palakkad.

The Committee directs the Department to furnish a
report regarding present status of the case filed by
Rajan K, 32589750916/2012-13 CTO (WC), Palakkad
at the earliest.

12

60

Taxes

13

61

The Committee directs the Department to furnish a
detailed report after completing the revenue recovery
measures intiated in connection with M/s Pentium
Construction  32111514595/2011-12, CTO (WQ),
Kozhikode. |

Taxes

The Committee directs the Department to furnish
present status of the case filed by M/s Pentium
Construction 32111514595/2012-13, CTO (WQ),
Kozhikode. ' |

14

62

Taxes

The Committee directs the department to furnish the
current status of revenue recovery procedures initiated
in connection with M/s. Oxoniya Builders and
Developers (P)Ltd, 32072022628/2013-14, CTO(WQ),
Ernakulam. '




iction Talceri Report on the observations contained in the Report of the
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APPENDIX [T/
No+es  Fuomshed by the Gowanment

0%

YEARS OF
CELEDRATIHG
THE MANATHA

Comptroller and Auditor General of India for the year ended on 318t

March 2015 (Revenue Receipts)
| Bara Observations ]
. ] / Action taken
Na. recommendations
| 1.1 Trend of Revenue

| Receipts. |

!(Non tax revenue |
raised during the year
2014-15)

|

_ |

| Shortfall in  revenue |

| collection against i
budget estimate.

The main and major item of revenue of the

Department is from the sale proceeds of |

' timber and other Forest produce, |

especially from teak timber. Other items of |

| revenue generation are leases, license feeg,
' hire of boats, rent on buildings, fines and

forfeiture etc which are comparatively |

meager and much lesser than sale |

proceeds of timber. Revenue target based
Budget Estimates for revenue are fixed

predominantly based on probable output of |
timbers that could be extracted from the

plantations ripe for final felling, on attaining

rotation age as also as per Working Plan |

prescriptions as approved by Government
of India, in that particular financial year.

However, on account of myriad reasons as |

below mentioned including those that are

'beyond the control of the Department, |

annual revenue collection fali short of
budget estimate in terms of revenue.

(1) Tiber extraction is & long drawn and

laborious process ranging from |

enumeration of all trees in the expansive
area of plantation, assessing the expeclted
output of timber from the whaole
plantation, marking of all trees in a

f
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plantation, feling of marked trees,
conversion and physical measurement of
timber, transportation of timber to Timber
Depots and all other items like poles,
frewood etc to the Duping Depot for
auction sale. In the sales Depot further
measuring and stocktaking of transported
timber being done and thereafter stacking
and lotting are finally made to facilitate e-
auction sale of timber through MSTC. At
times, these extraction processes could
not be finished in the targeted financial
year itself, but it slipped into the very next
year. Resultantly, revenue targeted in a
financial year also got slipped into very
next year.

(2) Timber operations are a labour
intensive process and labour contents are
involved in almost all stages of timber
operations right from enumeration and
making to transportation to Sales Depots,
which alsc play a dominant role in
achieving annual revenue target. Acute
labor problems in some segments coupled
with contractual obligations and regional
labour disputes at times adversely affects
timber operations which act as bottleneck
in achieving annual revenue target.

(3) In fact, expiry of working plan has also
adversely affected timely completion of

‘ timber extraction. Similar incidents were
reported from High Range Circle.

|
(4) llegal occupations in teak plantations

l due for final feling by encroacher has also

1 resulted in non execution of timberl
operations. Similar incidents were reported l

| for Northern Circle. More often than not,

| the above elucidated aspects edversely

=
[
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affects timber operation works which
factor into non-achievement of annual
revenue target. However, considering
surging market value and demand of teak
timber and as well as volume growth of

timber, delay in timber operations will
| never cause loss of revenue,
1

Analysis of Arrears of | It is submitted that arrears of revenue as

Revenue - realizing ] on 31.03.2015 of the department was

arrears of revenue fo
the tune of Rs.411.55
Crore outstanding to
Government as on
31/03/2015.

Rs.411.55 crore. Qut of this Rs.367.20
crore was due from public sector
undertakings like Kerala State Electricity
Board Ltd. (KSEB) - (Rs.130.66 crore}
The Plantation Corporation of Kerala Ltd.
(PCK) (Rs.16.78 crore) State Farming
Corporation of Kerala Ltd. (SFCK) (Rs.9.76
crore) etc. which are the major arrears.
Out of this, Government vide G.O.(Rt)
No.428/2015/FRWLD dated 19/09/2015
allowed one time settlement to SFCK as
Rs.5.50 crore which was remitted by
SFCK. Similarly, PCK was directed to pay
an initial installment of Rs.20 crore. But,
PCK has remitted Rs.6.34 crore only. In
the case of KSEB, the Government vide
G.0.(Rt) No.141/2016/F&WLD  dated
01/04/2016 directed KSEB to pay Rs.7.83
crore with immediate effect. Regarding
amount  due  from Kerala Forest
Development Corporation (KFDC),

reconciliation of amount due is in process.
Principal Chief Conservator of Forest
(FL&R) vide letter Pro(7)-5529/2011
dated, 13/06/2019 had submitted a
detailed report to Government with

request to settle this long pending issue by
| adjusting Rs.5,04,79,250/- due to
| Government from KFBC, from

L rd
-
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Rs.5,42,36,375/- due to KFDC from
Government. Accordingly, Government,
vide GO(Rt) 4/2020/F&WLD  dated,
05/01/2020 has accorded sanction fo
adjust the amount of Rs.5,04,79,250/-
due from KFDC to Government with the
amount of Rs.5,42,36,375/- due to KFDC
from Government. Government also
sanctioned that the amount over and
above the dues can be adjusted from lease
rent payable from 2018-19. The amounts
due from individuals are being recovered
through RR steps taken at Division Office
levels. In these circumstance, it may be
seen that the department has taken all
possible measures for the recovery of
arrears of revenue. Hence, it is requested

that the para may please be got dropped.

1.3 Arrears in assessments | The observation in Para 1.3 does not

pertain to Forest Department.

1.4 Evasion of Tax detected | It is submitted that there is no such issues |
by the department in the department in the audit report. !

1.5 Pendency of refund | It is submitted that there is no such issues
cases. in the department in the audit report.

1.6 | Analysis of stay | Major portion of arrears of revenue is due |
Granted on arrears of | from Public Sector Undertakings (PSUs). It
revenue realization. | is submitted that there is no Government
(arrears of revenue | stay now for recovery of Arrears of
pending under stay by | revenue from PSUs. At division office level,
court as well as by | concerted efforts are being taken for
Government) vacating stay in the event of stay orders

| imposed by Hon'ble Courts.
| 1.7.1 | Response of the | This para does not highlight pendency of
1 ' Government / ! Inspection Reports due to ncen-receipt of |

Departments to Audit

replies from the Forest Department.




File No.FWLD-D3/92/2016-FWLD

5

i 1!(7.2 Departmental Audit | This para find no mention of Forest
Committee meetings | Department. However, Department at
regular intervals conduct Audit Committee |
Meetings in association with higher officials
in the office of the AG. Latest Audit
Committee meeting was held on
' 03/09/2019 in the office of Chief
Conservator of Forest (Central Circle),
Thrissur, Where audit observations in the
IRS pending with DFO, Thrissur/ Vazhachal
; '/ Chalakkudi / Malayattur, DFO (Tiber sale
Division) Perumbavur and ACF (NSC)
Kalady were taken up for logical clearance. i
Meeting was attended by the Higher
 officials in the office of the AG as well as
| , | Forest Department apart from concerned |
' i \ Office Heads.

I

| 1.7.3 | Non production  of '| There are no such issues pertaining to the |
records to Audit for | Department in the Audit Report.

174 | Response of th | The Forest Department always responded

Departments to Draft | to the Draft paragraphs in a time bound
| | Paragraphs | manner.
' 1.7.5 Folow up on Audit | This para doesn’t  pinpoint  Forest

Reports - Summarized | Department among the departments
position responsible for non-submission of action
| taken explanatory notes. Almost all PAC
| paras and CRAG reports pertain to the
DD (R — | Department were replied then and there. |
1.8 Status of the I is submitted that there is no such issue
Mechanism for dealing | in the Department in the audit report.
with the issues raised in

_ the Audit.
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1 8.1 | Position of Inspection Tt is submitted that utmost care is taken

: reports for timely submission of replies to the
inspection  reports. The progress s
monitored by the Internal Audit wing and
also during department level meetings.

1.8.2 | Recovery in accepted |.It is submitted that there is no such issue
cases in the department in the audit report,

il ¥ Action taken on | It is submitted that there is no such issue
recommendation in the department in the audit report.
accepted by the
department /

Government.

1.10 | Audit Planning This is a statistical para which does not

require reply.

1,11 | Result of Audit This is a statistical para which does not

require reply.

1.12 |Coverage of Audit, This is a statistical para which does not

require reply.

SURESHXUMAR.K
Jaint tary to Govt.
Forests and Wildlife Department
Govt. Secrotnnat Thiruvana nthapuram
PEN NO: 101654, Phone: 0471- 2518679




C & AG Report (revenue sector) for the vear ended 31* March 2015

Statement of Action Taken Report

|
Remarks B

During 2014-15, Government have decided not to renew 418 non-standard vmww
hotels and closed down 10% of FL1 shops functioning in the State. Hence the ymnmunm_
fees of these licences could not be collected. |

During 2013-14, KSBC sold 240.87 lakh cases of IMFL and 107.96 lakh nmmmm“
of beer, But during 2014-15, KSBC could sell only 220.58 lakh cases of IMFL Ea“
95.59 lakh cases of beer. Thus there is negative growth of 20.29 lakh cases IMFI. and
12.37 lakh cases of beer. The reduction in the sale of liquor will result in shortage of

excise duty. This has resulted shortage in revenue collection.

Para No. WmncEEmzammo=|
1.1 Trend of revenue Receipts
!
|
IS — —4— — — —— ——
1.2 Analysis of Revenue
_
!
|
!
|

All the Abkari arrears had been recommended for revenue recovery action to!
realize the arrears from the defaulters. As part of Revenue Recovery Action, Revenue|
authorities attached the solvency properties/landed property owned by defaulters and
their legal heirs as far as legally possible.

Against Revenue Recovery Action so many litigations were initiated by
the defaulters and most of them are pending before various courts including Hon’ble|
Supreme Court. Moreover litigators could obtain stay orders against Snoééﬂ
actions. Excise Department took all possible steps for vacating stay orders and

speedy disposal of the cases. But pendency of disposal of court cases over years have|

S s N .

delayed timely recovery and resulted in accumulation of huge arrears. _

:
Interest at the rate of 18% accrued per annum towards principal arrear is|
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1.4

Evasion of tax detected by the

department

Evasion of tax cases in Excise Department is Nil.

1.5

Pendency of Refund cases

The closing balance of refund cases for 2013-14 furnished from Excise department
was four involving an amount of Rs.1.69 Crore but the opening balance furnished for
2014-15 was six involving an amount of Rs.1.72 Crore.This was a calculation mistake
in data.The Govemment orders for refund of two claims pertaining to 2013-14 were
received only on 2014-15.This amount was included in data of 2013-14 by mistake.

1.6

1.7

Analysis of Stay Granted

The entire court stay amount 15.68 crores comes under Abkari Old Arrears. All

the Abkari arrears had been recommended for revenue recovery action to realize the

arrears from the defaulters. Against the Revenue Recovery Action so many litigations|
were initiated by the defaulters and most of them are pending before various courts
including Hon’ble Supreme Court. Moreover litigators could obtain stay c&m_,m_
against recovery actions. Excise Department took all possible steps for vacating stay

orders and speedy disposal of the cases.

i AV ———

Response of the Govt/

|
, Department to Audit

Out of 186 Inspection Reports and 445 Audit Observations ,only 19 Emwmncou_
Reports and 30 Audit Observations are pending at present. L_
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STATEMENT OF REMEDIAL MEASURES TAKEN ON THE
REPORT OF THE COMPTROLLER AND AUDITOR
GENERAL OF INDIA FOR THE YEAR ENDED 31.03.2015 (RR)
(PARA 1.1. TO 1.12)

I |a) | Name of the Department REGISTRATION
b) Subject/Title of the Review/ Trend of revenue receipts
Paragraph
c) | Paragraph Number Para.1.1
d) | Report No./Year Report of The Comptroller And

Auditor General of India for the
Year Ended 31.03.2015 (RR)

IT | a) | Date of receipt of the Draft GENERAL
Para
b) | Date of Department Reply NA
11 Gist of paragraph The tax and non-tax revenue raised

by the Government of Kerala during
the year 2014-20135, the state’s share
of net proceeds of divisible Union
taxes and duties assigned to the
state and Grant-in aid received from
the Government of India during the
year and the corresponding figures
for the preceding four years are
mentioned in Table —1.1

The above table indicates that
during the year 2014-15, the
revenue raised by the State
Government  (342,516.19  crore)
was 73 per cent of the total revenue
receipts. The balance 27 per cent of
the receipts during 2014-15 was
from the Government of India.

The reason for the variation
between revenue receipts for 2014-
2015 and 2013-14 was called from
various Departments. The details
were not furnished by Registration
Department (January 2016).

IV |a) |Does the Department agree Partially

the fact and figures included
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in the paragraph ]
b) |If not please indicate the | In the financial year 2012-13,
areas of disagreement 2747.55 crores was collected from
12,78,072 documents under the
category of stamp duty and fees, but
in the financial year 2013-14, only
2353.49 crores were collected under
the category of stamp duty and fees
from 11,79,064 documents. The
main reason is the decrease in the
number of documents registered this
year(2013-14). Other  reasons
include limiting  the maximum
amount of stamp to Rs.1000 per
family member after introduction of
fair value and fixing the registration
foe at Rs.25000/- instead of 2%.
In 2014-15 the revenue receipt
was increased by 36.74crores
compared to 2013-14, despite a
decrease in number of documents
by 1,25,146.The increase in revenue
receipt was due to the enhancement
of fair value of land by fifty percent
of the existing rates.
VvV |a) |Does the Department agree Yes
with the Audit Conclusion
b) |If mnot please indicate the | NA
arcas of disagreement
VI Remedial Action taken No Remarks
1 ] a) Name of the Department REGISTRATION
b) | Subject/ Title of the Review/ Analysis of arrears of revenue
Paragraph -
s c¢) | Paragraph Number Para.1.2
d) | Report No/Year Report of The Comptroller And
Auditor General of India for the
T Year Ended 31.03.2015 (RR) |
II |a) |Date of receipt of the Draft GENERAL
] Para ]
- b) | Date of Department Reply NA
I Gist of paragraph The arrears of revenue as on 31
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March 2015 on some principal
heads of revenue amounted to
X10,435.55 crore of which X
1872.12 crore was outstanding for
more than five years, as detailed in
the Table — [ 4.

The arrears of revenue pending for
collection in respect of Town
Planning Department and
Registration ~ Department  were
shown as Nil(November 2015)
despite huge dues pending recovery
under revenue recovery proceedings
in the case of Registration
Department. The exact dues
pending recovery with Revenue
Department was not made available
by Registration Department despite
called for (December 2015) from

the IG of Registration .
IV |a) | Does the Department agree in | Partially
the fact and figures included
in the paragraph
b) |If not please indicate the
areas of disagreement The arrears of revenue pending
from Revenue Recovery cases up to
2014-2015  was stamp duty of
Rs1,63,534/- and registration fee of
Rs. 53,514/-.
V |a} |Does the Department agree | Yes
with the Audit Conclusion
b) | If not please indicate the
areas of disagreement N.A
VI Remedial Action taken

During the financial year 2022-23,
the outstanding amount of Revenue
Recovery cases of stamp duty and
registration fee in 1069 cases was
Rs.8,59,69,227/-respectively. Action
1s being taken to recover the amount

with Revenue Department.
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I ia) |Name of the Department REGISTRATION
b | Subject/Title of the Review/ Arrears in assessments
Paragraph
C) | Paragraph Number Para 1.3
d) | Report No/Year Report of The Comptroller And
Auditor General of India for the
Year Ended 31.03.2015 (RR)
II |a) |Date of receipt of the Draft GENERAL
Para
b) | Date of Department Reply NA
1l Gist of Paragraph The particulars regarding the arrears

in assessment such as cases pending
at the beginning of the year, cases
becoming due for assessment, cases
disposed of during the year and
number of cases pending for
finalization at the end of the year
2014-15 were called for (May 2015)
from the Revenue and Disaster
Management (R&DM) Department
and the Commercial  Taxes
Department and commercial Taxes
Department. The details furnished
(between November and December
2015) by the R&DM Department
and Commercial Taxes Department
were as given in Table — 1.5.

Audit found that during the year,
clearance of the arrear, cases of
building tax and plantation tax n
R&DM Department were 7,168 and
1,567 respectively which were
67.78 per cent and 35.65 per cent
respectively. In

the Commercial Taxes Department
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the clearances in sales tax and
agricultural income tax assessments
were 1,198 and 1,421 respectively
which were 53.03 per cent and
68.32 per cent respectively.

IV |a) |Does the Department agree | Not applicable to the Registration
the fact and figures included | Department
in the paragraph
b) |If not please indicate the | NA
areas of disagreement
V |a) [Does the Department agree | Yes
with the Audit Conclusion
b) |If not please indicate the { NA
areas of disagreement
Vi Remedial Action taken NA
I |a) | Name of the Department REGISTRATION
b) | Subject/Title of the Review/ Evasion of tax detected by the
Pardgraph department
c¢) | Paragraph Number Para. 1.4
d) | Report No/Year Report of The Comptroller And
Auditor General of India for the
Year Ended 31.03.2015 (RR)
IT |a) | Date of Receipt of the Draft GENERAL
Para
b) | Date of Department Reply NA
II1 Gist of Paragraph The details of cases of evasion

of tax detected by the Department
was called for by Audit in May
2015 and reminded in September
and October 2015, The details as
furnished by the Commercial Taxes,
State  Excise and  Transport
Departments and Chief Electrical
Inspectorate are given in Table-1.6.
The Agriculture, State Lotteries,
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Health Services, Animal Husbandry,
Printing and Stationery
Departments stated (between May
and June 2015) that no case of
evasion of tax was detected by
them.

The Commissioner of Land
Revenue stated (November 2015)
that the details arc being gathered
from District Collectors. Final reply
has not been received as of January
2016, Details had also not been
furnished by Public Works and
Forest Departments as of January
2016.

IV |2) |Does the Department agree | Not applicable to the Registration
the fact and figures included | Department
in the paragraph
b) |If not please indicate the | NA
areas of disagreement
V |a) |[Does the Department agree | Yes
with the Audit Conclusion
b) | If not please indicate the | NA
areas of disagreement
VI Remedial Action taken NA
I |a) | Name of the Department REGISTRATION
b) | Subject/Title of the Review/ Pendency of Refund cases
Paragraph
c) | Paragraph Number Para. 1.5
d) | Report No/Year Report of The Comptroller And
Auditor General of India for the
_ Year Ended 31.03.2015 (RR)
11 |a) | Dateof Receipt of the Draft GENERAL

Para
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b) | Date of Department Reply NA
111 Gist of Paragraph The details of refund cases
' pending at the beginning of the year
2014-15, claims received during
the year, refunds allowed during the
year and the cases pending at the
close of the year 2014-15 as
reported by the Commercial Taxes
and the Excise Department are
given in Table - 1.7. )
IV |a) | Does the Department agrec | Not applicable to the Registration
the fact and figures included | Department
in the paragraph -
b) |If not please indicate the | NA
areas of disagreement
V |a) | Does the Department agree | Yes
with the Audit Conclusion
B b) |If not please indicate the | NA
areas of disagreement
h_VI Remedial Action taken NA
I |a) | Name of the Department REGISTRATION
b) | Subject/Title  of the Analysis of stay granted
Review/Paragraph
c) | Paragraph Number | Para. 1.6 i
d)} | Report No/Year Report of The Comptroller And
Auditor General of India for the
L Year Ended 31.03.2015 (RR)
II |a) |Date of receipt of the Draft GENERAL
Para
| b) | Date of Depaftfﬁent Reply NA gy
111 Gist of Paragraph An aﬁalysis of arrears of revenue
which were under various stages of

%6

| collection revealed that the arrears
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pending collection as on 31 March
2015 included collections stayed by
various authorities at various stages
on some principle heads of revenue
as detailed in Table — 1.8.

An amount of X 3,339.86 crore was
pending under stay, which is 32.20
per cent of the total arrear amount.
The Departments had not taken
effective action to vacate the stay
and to realize the amounts.

The arrears of revenue pending
under stay in respect of Registration
Department, Printing Department,
Stationery, Local Fund and Town
Planning Department were Nil.

The details of arrears pending under
stay were not furnished by Power

Department (January 2016).
IV | a) | Does the Department agree | Not applicable to the Registration
the fact and figures included | Department
in the paragraph
b) |If not please indicate the | NA
areas of disagreement
V |a) | Does the Department agree | Yes
with the Audit Conclusion
i b) |If not please indicate the | NA
areas of disagreement
AVA | Remedial Action taken NA
'T |a) |Name of the Department REGISTRATION
b) | Subject/Title of the Response of the
Review/Paragraph Government/Departments to
Audit
¢) | Paragraph Number Para. 1.7
d) | Report No/Year Report of The Comptroller And

Auditor General of India for the
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Year Ended 31.03.2015 (RR)

II |a) | Date of receipt of the Draft GENERAL
para
b) | Date of Department Replay NA
I1X Gist of Paragraph The Principal 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
corrective action. The heads of the
Offices/Government are required to
furnish first reply within four weeks
from the date of receipt of the
Inspection Report. Even if final
reply to certain paras in Inspection
Report could not be furnished
within the prescribed time limit, an
interim reply may be furnished
indicating the action taken to rectify
the defects pointed out by Audit.
Serious financial irregularities are
reported to the heads of the
Departments and the Government.

Inspection reports issued upto
December 2014 disclosed that
24,691 paragraphs involving X
9,146.67 crore relating to 3,193 IRs
were outstanding at the end of June
2015 as mentioned below with the
corresponding  figures for the
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preceding two years in Table — 1.9.
1.7.1Details of pending Inspection
Reports.

The Department- wise details of the
[Rs and audit observations
outstanding as on 30 June 2015 and
the amounts involved are mentioned
in the Table — 1.10.

Audit did not receive even the first
replies in case of 443 IRs within
four weeks from the date of issue of
the IRs from seven heads of offices
during 2014-15. This large
pendency of the IRs due to non-
receipt of the replies is indicative of
the fact that the heads of offices and
Departments did not initiate action
to rectify the defects, omissions and
irregularities pointed out by the
PAG in the IRs and it also showed
the failure to monitor effectively the
clearance of pending Audit
observations by  the  Audit
Monitoring Committee at Secretary
level and Apex Committee at Chief
Secretary level.

The Government needs to have
more effective system for ensuring
prompt and appropriate response to
Audit observation within the time
frame prescribed in the circular
issued by the Finance Department
by improved monitoring and putting
in further checks and balances and
incentives and disincentives into
this mechanism.

1.7.2 Departmental Audit
CommitteeMeetings

The Government set up Audit
committees to monitor and expedite
the progress of settlement of local
audit reports and paragraphs in the
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| Circle/division

local audit reports. The details of
the audit committee meetings held
during the year 2014-15 and the
paragraphs settled are mentioned in
the Table -1.11

An amount of X8.61 crore was
recovered after discussion in these
meetings. The progress of
settlement of paragraphs pertaining
and Revenue 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.

During the year 2014-15, files
relating to KVAT assessments in
which the turnover of the assessee
was above 60 lakhs and KGST
assessments in which the tax effect
was above X two lakh were called
for by Audit for scrutiny in
Commercial Taxes Department.
However, tax assessment files
relating to 80 offices were not made
available to Audit. Of these 2,421
files pertained to 20 special circles
and works contract offices, where
assessments of major dealers are
dealt with as given in Appendix .
_wise  analysis
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showing the names of head of
offices for the years 2010-11 to
2014-15 is given in Appendix II.
Non-production of large number of
transaction  records  involving
substantial revenue not only hinders
Audit in discharging the
constitutional responsibility but also
comes in the way of assuring the
State Government about the quality
and risk involved in these
transactions involving revenue for
the State Government. The
possibility of fraud or
misappropriation ~ or  business
malfeasance remaining
hidden/surpassed and  escaping
detection during also remains high.
The matter was brought to the
notice of the Chief Secretary and
The Additional Chief Secretary
(Finance) to Government by the
principle Accountant General in
September 2015. The Additional
Chief Secretary (Finance) stated
(October 2015) that the matter of
non production of records by
Departments may be taken up as an
agenda item in Audit Monitoring
Committee (AMC) meeting
conducted quarterly by
Departments. Directions have been
given (October 2015) to all
departments that the AMC should
monitor and ensure production of
necessary records and replies to the
audit parties and to take stringent
action against the officers for non
compliance.

1.7.4 Response of the
Departments to  the  draft
paragraphs
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Government within three months of

The draft audit paragraphs proposed
for inclusion in the Report of the
Comptroller and Auditor General of
India are sent by the Principal
Account General to the Principal
Secretaries/Secretaries ~ of  the
respective  Departments drawing
their attention to audit findings and
requesting their response within six
weeks.

Eighty seven draft paragraphs
including two performance audits
were sent to the principal
Secretaries of the respective
Departments by name between June
and October 2015. The principal
Secretaries/Secretaries  of  the
Departments furnished replies to all
the compliance audit paragraphs |
and to the Performance Audit
Reports on System of Assessment |
under Kerala Value Added Tax and |
Levy, Collection and Accounting of
Electricity Duty, Surcharge and
Inspection Fee and the same has
been included in this Report.

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
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tabling the report, for consideration
of the Committee. In spite of these
provisions, the explanatory notes on
audit paragraphs of the reports were
being delayed inordinately.
215paragraphs(including
performance audit) included in the
Reports of the Comptroller and
Auditor General of India on the
Revenue Sector of the Government
of Kerala for the years ended on 31
March 2013 to 31 March 2013 were
placed before the State Legislative
Assembly between 01 March 2010
and 17 July 2014. The action taken
explanatory notes from  the
Departments concerned on 183
paragraphs were received late in
respect of each of these Audit
Reports. Action taken explanatory
notes in respect of 30paragraphs
from four departments (Taxes,
Revenue and Disaster Management,
Transport and Power) had not been
received for the Audit Report for the
year ended 31 March 2014 so far
(October 2016).

It was noticed that six out of nine
departments did not submit action
taken explanatory notes as of
October 2015 in respect of 62
paragraphs (56 individual and six
PAs/Review Paragraphs) featured in
the C & AG's Audit Reports in
respect of Audit Reports from the
year 2012. For 56 individual
transaction audit  paragraphs,
compliance was not furnished by
four departments.

The departments largely responsible
for non-submission of action taken
explanatory notes were Taxes,
Revenue and Disaster Management
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| and Transport.

The PAC discussed 146 paragraphs
pertaining to the Audit Reports for
the years from 2009 to 2013 and its
recommendations on 77 paragraphs
were incorporated in their Reports
brought out during their respective
tenure for the period 2008-
16.However,ATN have not been
received in respect of 138
recommendations of the PAC from
the Departments concemed as
mentioned in the Table -1.12.

The Departments largely
responsible for non-submission of
ATN were Taxes, Transport,
Revenue and Disaster Management
and Co-operation.

The Non receipt of ATN have been
brought to the notice of Chief
Secretary to the Government in
Apex Committee Meeting held
(May and December 2015) and
through DO letter by the Principal
Accountant General to the Chief
Secretary to Government .

IV

Does the Department agree
the fact and figures included
in the paragraph

Yes

If not please indicate the
areas of disagreement

NA

Does the Department agree
with the Audit Conclusion

Yes

If not please indicate the
areas of disagreement

NA

VI

Remedial Action taken

1.7 — No Remarks to this
Department

1.7.1 — Inspector General of
Registration has given strict
instructions to all the subordinate
Officers through Circular to initiate
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action on Inspection Reports
forwarded by the Account General
and to submit replies in time as
prescribed. ( Circular No.
IGR/8135/2017 - ARA.L Dated
20.02.2018).

1.7.2 — No Remarks

1.7.3 — No Remarks

1.7.4 — No Remarks

1.7.5 — No Remarks

I |a) | Name of the Department REGISTRATION
b) | Subject/ Title of the Review/ Status of the mechanism for
Paragraph dealing with the issues raised in
audit
¢) | Paragraph Number Para.1.8
d) | Report No/Year Report of The Comptroller And
Auditor General of India for the
Year Ended 31.03.2015 (RR)
II {a) |Date of receipt of the Draft GENERAL
para
b) | Date of Department Reply NA
111 Gist of Paragraph To analyse the system of addressing

the issues highlighted in the
Inspection Reports/ Audit Reports
by the Departments/ Government,
the action taken on the paragraphs
and performance audits included in
the Audit Reports of the last 10
years for one Department is
evaluated and included in this Audit
Report.

The following paragraphs 1.8.1 to
1.8.2 discuss the performance of the
Commercial Taxes Department
under revenue head 0040-Tax on
sales, trade etc. and cases detected
in the course of local audit during
the last ten years and also the cases
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included in the Audit Reports for
the years 2004-05 to 2013-14.

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 2015 are tabulated below
in Table — 1.13.

The Government arranges Audit
Committee Meeting between the
Department and the office of the
Principal Accountant General to
seitle the old paragraphs. As
wouldbe evident from the above
table , against 1,418 outstanding IRs
with 12,396 paragraphs as on start
of 2004-05, the number of
outstanding IRs increased to 1,649
with 19,525 paragraphs at the end
of 2013-14. This is indicative of the
fact that the response to the local
audit reports was poor and the steps
taken by the Department to clear the
outstanding IRs and paragraphs
were inadequate.

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 —
1.14.

It is cvident from the above table
that the progress of recovery in
accepted cases was slow throughout
during the last ten years. The
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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 as
of December 2015.

The reason for poor recovery even
in accepted cases though called for
had not been furnished by the
Department (January 2016).

v

Does the Department agree
the fact and figures included
in the paragraph

Yes

If not please indicate the
areas of disagreement

NA

Does the Department agree
with the Audit Conclusion

Yes

b)

If not please indicate the
arcas of disagreement

NA

VI

Remedial Action taken

1.8 — No Remarks

1.8.1 — Since new Inspection
Reports related to a particular office
have been issued on an interval of
each and every six months, in the
place of a closed one, there seems
no decrease in the number of reports
and outstanding paras. This is the
real fact behind the arrear in
disposal of outstanding observation.
1.8.2 — Once undervaluation action
has been initiated by the District
Registrar, he has to consider all
aspects apart from the contention of
the Accountant General. He has to
act as a quasi judicial manner to
derive a conclusion related to the
consideration before arriving a final
decision with respect to the
prevention of undervaluation rules

and also by considering the
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representation of party. So it is a
time consuming process.

Name of the Department

REGISTRATION

Subject/Title of the

Review/Paragraph

Action taken on the
recommendations accepted by the
Department/Government

Paragraph Number

Para. 1.9

Report No/Year

‘Report of The Corhptroller And
Auditor General of India for the
Year Ended 31.03.2015 (RR)

I

Date of receipt of the Draft
para

GENERAL

b)

Date of Department Reply

NA

1

Gist of Paragraph

The draft reports of Performance
Audit conducted by the Principal
Accountant General are forwarded
to the Department concerned/
Government for their information
with a request to furnish their
replies. These reports are also
discussed in an Exit Conference and
the views of the
Department/Government are
included while finalizing the Audit
Reports.

The details of Performance Audit
Reports on the Departments of
Commercial Taxes, Registration,
Excise, Transport and Revenue and
Disaster Management featured in
the Reports for the last five years
along with recommendations and
their status are given in Appendix
I1.

1Y%

Does the Department agree
the fact and figures included

in the paragraph

Partially
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b) |If not please indicate the | 17" Report of the public Accounts
arcas of disagreement Committee (2016-2019) related to
the mentioned Performance Audit
has already been submitted to the
Principal Accountant General x via
Letter no E3/261/2021-Taxes dtd
09.05.2023 The  Principal
Accountant (GGeneral has asked for
an updated report. Necessary action
taken report is under processing, it
will be submitted soon.
(Copy of the Government Letter
enclosed — Annexure — 1)
V |a) |Does the Department agree | Yes
with the Audit Conclusion
b) |If not please indicate the | NA
areas of disagreement
VI Remedial Action taken NA
I |a) | Name of the Department REGISTRATION
b) | Subject/Title of the Audit planning
Review/Paragraph
c) | Paragraph Number Para. 1.10
d) | Report No/Year Report of The Comptroller And
Auditor General of India for the
Year Ended 31.03.2015 (RR)
IT |a) | Date of receipt of the Draft GENERAL
para
b) | Date of Department Reply NA
11 Gist of Paragraph The unit offices under various

departments were categorized into
high, medium and low risk units
according to their revenue position,
past trends of audit observations,
complaints, media reports, non-
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production of records, information
regarding malpractice  obtained
through RTI and misapproptiation.
The annual audit plan was prepared
on the basis of risk analysis which
inter-alia included critical issues in
Government revenue, tax
administration i.e. budget speech,
white paper on finances, reports of
the Finance Commission (State &
Central), recommendation of the
Taxation Reforms Committee,
statistical analysis of the revenue
earning during the past five years,
factors of the tax administration,
audit coverage and its impact during
the past five years ctc.

During the year 2014-15, there were
849 audit units, of which 451 units
were planned and audited. Which is
53.12 per cent of the total audit
units.

|AY -a) Does the Department agree | No Remarks
the fact and figures included
in the paragraph -
b) |If not please indicate the | NA
areas of disagreement
VvV |a) | Does the Department agree | Yes
with the Audit Conclusion
b) |If not please indicate the | NA
areas of disagreement
VI Remedial Action taken NA
I |a) | Name of the Department REGISTRATION i
b) Subject/Title of the Results of audit
Review/Paragraph
c) “Paragraph Number Para. 1.11
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d) | Report No/Year Report of The Comptroller And
Auditor General of India for the
Year Ended 31.03.2015 (RR)
II |a) | Date of receipt of the Draft GENERAL
para
b} | Date of Department Reply NA
111 Gist of Paragraph Position of local audit conducted
during the year
Test check of the records of 443
units of Sales Tax/Value Added Tax,
State Excise, Motor Vehicles and
other Departmental offices
conducted during the year 2014-15
showed under-assessment/shot levy/
loss of revenue aggregating
X5,148.21 crore in 2,647 cases.
During the course of the year, the
Departments concerned accepted
under-assessment and other
deficiencies of X 658.95 crore
involved in 230 cases which were
pointed out in audit during 2014-15.
The Departments collected 15.27
crore in 949 cases during 2014-15,
pertaining to the audit findings of
previous years.
[V 1a}) |Does the Department agree | No Remarks
the fact and figures included
in the paragraph
b) [If not please indicate the | NA
areas of disagreement
V |a) |Does the Department agree | Yes
with the Audit Conclusion
b) |If not please indicate the|NA
areas of disagreement
VI Remedial Action taken NA
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I |a) |Name of the Department REGISTRATION
b) | Subject/Title of  the Coverage of this Report
Review/Paragraph
c) | Paragraph Number Para. 1.12
d) | Report No/Year Report of The Comptroller And
Auditor General of India for the
Year Ended 31.03.2015 (RR)
IT |a) |Date of receipt of the Draft GENERAL
para
b) | Date of Department Reply NA
111 Gist of paragraph The Reports contains 31paragraphs
involving financial effect of <
4,506.23 crore The
Department/Government have
accepted audit observations
involving X 710.29 crore out of
which X 6.94 crore had been
recovered. These are discussed in
. succeeding chapters II to VI
IV |a) |Does the Department agree | No Remarks
the fact and figures included
in the paragraph
by |If not please indicate the | NA
areas of disagreement
V |a) |Does the Department agree | Yes
with the Audit Conclusion
b) |If not please indicate the | NA
areas of disagreement
VI Remedial Action taken NA
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TLARS OF
CHLERAATING

Taxes (E) Department
No.E3/261/2022/Taxes (09-05-2023, Thiruvananthapuram

From
Secretary to Govermment

To
The Principal Accountant General,
Kerala, Thiruvananthapuram

Sir,

Sub: Taxes department — Registration — Public Accounts Committee
(2016-2019) -17th report - [C & AG report for the year ended
31.03.2011 (;r)]. ATR on vetted paras - Forwarding of- reg.

Ref: 1. Your letter No. Report{RSYPAC/17/2016

2. Letter No18194/PAC B1/2018/L.A, dated 28.04.2023
from Secretary Kerala Legislative Sccretariat .

I am to invite your attention to the letters referred above and to
forward herewith 40 copies of the duly authenticated Statement of
Action Taken Report on  vetled paras (para no. 7,11,15,16,17,
2122,23.27,28,32,33.4041.42, 43.46,4748) in the 17 th report of
Public Accounts Comrmittee (2016-19)  for onward transmission w -
theSecretary, Legislature Secretariat. Copy of the file (Current file -165
pages and Note file -9 pages) is also enclosed herewith for reference.

Yours Faithfully.

\\é \
PRA%M \Y

JOINT SECRETARY
For Secretary io Government.
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Rll:PLY TO THE REFERENCE ON THE AUDIT REPORT OF THE C&AG OF INDIA ON

Audit
Para
No.

1.1.1

THE REVENUE SECTOR FOR THE YEAR ENDED ON 31.03.2013

Audit Para Reply to the Audit Para

The cxpenditure on prize winning It is referred in para 1.1.1 of the C&AG report

tickets of lotterics conducted by the that expenditure on prize winning tickets of

Government was Rs.2185.74/- crore.  lotteries conducted by the Government was
Rs.2185.74/- crore. As per the Departmental
data the actual expenditure on prize distribution
was Rs.2186.07/- crore.

The profitability of a new scheme will always
depends on an attractive prize structure, hence
the prize structurc should be more attractive both
in terms of prize money and number of prizes.
The naturc of work of the Statc Lotterics
Department is quite diffcrent from other
Government departments. It is commercial in
nature.  Prize structure should always be
aitractive. Otherwise could not attract customers
and may fail achieve the annual target. Hence,
the expenditurc on prize cannot be reduced
below a certain level, since it will adversely
affoct the sales and conscquently causc a decline
in revenue to the Statc cxchequer. Whenever a
downward trend in sale is noticed, the prize
structure will revised to make it attractive and
profitable. At the same time the Department is
always cautious in not creating an unjustifiable
hike in prize cxpenditure. Hence the
expenditure.

From gross receipts  (budget During the financial ycar 2014-15 the rcevenue
cstimates) of Rs.4235/-  crore, target fixed was Rs.4235.00/- crorc. As per the
cxpenditure prize winning tickets of departmental data  the actual receipts  and
lotteries  (budget  estimates)  of expenditure during 2014-15 was Rs.5445.85/-
Rs.1360/- crore has deducted, but crore and Rs.4277.58/- crore respectively. Of the
other expenditure like commission to total expenditure, the expenditure towards
agents (budget cstimates Rs.1200/- distribution of prize was Rs.2186.07/- crorc
crore),  cstablishment  cxpenses (expenditure met  from budget cstimate was
(budget cstimates 256/- crore have Rs.326.71/- crorc and cexpenditure from sale
not been deducted. procceds  was 1859.36/- crorc). And the

expenditurc towards agent’s commission and
From gross rcceipts of Rs.5444 88/- discount were 1792.67/- crore (agent’s prize
crore, cxpenditurc of Rs.2185.74/- expenditure met  from sales proceeds was
crore on prize winning tickets has Rs.236.02/- crore and agent’s prizce cxpenditure
been deducted, but other expenditure met from budget estimate was 4.52/- crore and
like commission to agents discount expenditure  was 1552.14/- crore).
(Rs.1792.67/- crore, establishment Establishment expenscs, €lc were 298.85/- crore
expenses  (Rs.280.22/- crorc), ctc. (cstablishment expenses, expenscs on sale of




1.7.1

have not been deducted,

y/))

lottery tickets and publicity charges). The net
yicld during 2014-15 was Rs.1168.26/- crorc.
Hence the expenditure.

Increased revenuc receipt during this period 18
duc to the hike in lottery sale because of the
revised attractive prize structure, increase in the
face value of tickets and increase of agency
registration fees during that period.

The pendency of the IR’s and audit Pendency details arc attached as annexurc.

observations in the department.

WA ——J

‘-_______—_J

MANOJ.K
PEN:102842
. Joint Secretary to Governm
smﬂs ‘?rehliruvan:lt!thﬂv“ﬂm
i A
ot e 1 2518404
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“Para No.

2.1 ini

&

Gist of the Aﬂdit Para

2.1

, Commuissioners,

‘Tax Administration
;Kerala General Sales Tax
‘Kerala Value Added Tax (KVAT) laws

(KGSTYV/

and rule made thereunder are

"administered at the Government level
by the Principal Secretary, Taxes.
"The Commercial Taxes Commissioner
is the head of the Commercial Taxes

Department who is assisted by Joint

Deputy
Assistant

Commissioners,

-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.

Remarks

erstwhile
organisational set up and tax
administration set up of the
Department and hence no remarks.

As per GO(Ms) 55/2022/Taxes dated
02.08.022, Department has been re-
organised into three major verticals.

This para discusses

The new three major verticals are
Audit and
In the changed scenario,’

Taxpaver Services.
Intelligence.
the Commissioner is the head of the
State GST Department who is assisted
by Special Commissioner, Additional
Commissioners, Joint Commissioners,
Deputy
Commissioners / State Tax Officers
and Assistant State Tax Officers. The
Joint Deputyi
Commissioner, Assistant Cormnissionerl
/ State Tax Officer and Assistanti;

State Tax Officers are the proper:

Comimissioners, Assistant

Commissioner,

officers for specific functions assigned:
to them for the assessees falling’

' within their pecuniary jurisdiction




Para No stt of the case _ Present position

2.4.7.1 Recommendatmn No I —  Department had taken sincere efforts to brmg
Department may take measures to
‘bring all dealers into the tax net by
utilising the inputs available in To widen the tax base, Department has introduced
KVATIS and with other agencies.

maximum number of dealers under the tax net.

a scheme called 'one time incentive to new:
‘Failure to bring dealers under tax registrant scheme’. This scheme was operational
;‘;:n":)‘;‘:r‘:;’r‘;ﬁq:s";;fzz‘f“‘““t °f fom 01/04/2013 to 31/08/2014. The dealers
The CTD had failed to collect the were voluntarily required to apply for registration
available with otl:er during thiz period Dealers who got 50 registered
Departments like -Economic and were totally exempted from tax liabilities for the
Statistics, State Planning Board, previous period.
"District Industries Centre, Kerala The Ecopomic Intelligence Wing of the
;State Industrial  Development Department after gathering data from other
‘Corporation and Kerala Financial Government agencies, cross verified the same.
Corporation and to make use of the with the details available with the department and
same to analyse and find whether all distributed the cases to Joint Commissioners/ -
those dealers who were liable to be Joint Commissioners(Intelligence) for further
-registered under the Act  were proceedings under the Act. Street surveys and
actually registered or not. As per test purchases were frequently conducted and
data ava_ilable in KVATLS, Audit thereby the Department succeeded issuing
‘found that the CTD failed to bring registrations to dealers who were liable to be
all the dealers under tax net who registered under the VAT Act.
were compulsorily to be registered.
{This resulted in escapement of Sec. 15A of the KVAT Act 2003 provides for
“dealers from assessment and compulsory registration. If a dealer lable to be
consequent non levy of tax as registered under the Act has failed to inform the
‘narrated in the following paragraphs. registering authority of his liability to be’

» Non-levy of tax on registered, in such circumstances the Act
transportation of goods outside
the State by non rvegistered
dealers conducting survey, inspection or enquiry fto

Audit analysed the data

relating [£¢] inter-state

ciupowets i regislering  wuthority  ofter

proceed to register such person as dealer under

the Act and thereupon all the provisions of the

transaction  of goods  sent Act and Rules made thereunder shall become



3 50

—outsiae the State through binding on such person, however such dealer
various check posts and shall not be entitied to any benefits accruing from

found that 140 non registered :such regisration.
dealers transported goods In order to enforce the said provisions
amounting to Rs. 156.82‘Department had issued instructions to the
crore outside the State lIntellIgence Wing of the Department to collect:
* Loss of revenue due to non from all sources lists of persons carrying on'
mgt:tl:'dalttion ‘f):u‘z:;me g:tdersth business without taking registration and ml
Department was not using conduct surveys and to initiate action to bring

A . . ... such dealers under tax net.
various inputs available in

KVATIS to monitor the trade | Moreover in case of unregistered dealers

activities  of unregistere d'eff‘ecting inter state transactions security deposit
dealers. Audit found that the VE'e collected at CTCPs and offence recorded at |
: . 0sts. files !
increase in the number of| check posts. The OR files were sui:vs,equentlyE
dealers registered was not,forwarded to jurisdictional enquiry offices. After’
commensurate  with the.complenng the enquiry proceedings the secunty

l
‘de osit so collected were either converted t
number of dealers as reported *F l d B :

by other agencies discussed’ ‘penalty or refund based on enquiry findings. |
above. |Later the connected file will be handed over to |
‘the assessing authority concerned for further
-assessment. The assessing authority then call for |
Ethe books of accounts and will take action as per;
!Rules Hence the Department followed strict andr
|c0mpulsory procedures against unscru];aulousi
‘ transportatlons. !
| Moreover all the check posts functioning in the!
iState were abolished with the introduction of |
|GST and the meaning and scope of interstate
jransaction took a different aspect. In GST
|scenario also, registration drive based on street!
survey and data received from outside agencies /
Departments are being frequently done and
[maximum effort are being taken to bring persons
liable to be registered under tax net.

Details of dealers permitted to transport goods



Zf &7
outside the State without taking registration listed
in Appendix IV contains 140 cases which
includes mame of the dealer, value of goods
‘transported etc., but does not include any other
details for to identify the address of the dealer.
Even though, the list lacks sufficient details, the
same has been verified and found that some of the
dealers were registered under KVAT Act and it is
not practical to ascertain the status of each case
with available details. Also, registration
procedures and threshold limit for registration
under GST Act is unlike VAT,

The status of registration of dealers from 2014-
15 to 2017-18 is furnished as below:

DEALER REGISTRATION
Year  Registered Dealers
2014-15 220339
201516 | 245015
2016-17 262592
201718 . 269905
. In order to bring online traders under tax

‘net, section 54A was inserted as per KFA 2015
;_W,e.f 01.04.2015. Section 54A is reproduced
‘bejow:

“Entities engaged in electronic commerce to
furnish certain details.- All companies and
entities maintaining an electronic commerce‘
website shall file monthly, the details of goods
sold through such sites in such form as may be
prescribed, which are transported into or outside
the State as o result of such sale. For this purpnse
they shall take registration under this Act, in such

' manner as may be prescribed.”; .



‘Para No. Gistof thec

s 59

ase

Present position
Recommendation 5: Department may prepare At present registers are being
.a manual detailing all aspecis of assessmentto . .. . o000 and more over
‘epsure uniformity in the system of assessment. properly Ve
' Further, it may be ensured that necessary-all pre-GST arrear details are,
reports are generated automatically from the . i ?
'KVATIS. available in the pre-GST arrear,

\ module of the GST back - end.

'Lack of a Department manual to formulate a . . 5

.system in the assessment of tax under KVAT The Department is following thel

“Act, 2003 policy of ease of doing business and
A Department manual is essential for

as a remarkable initiative had'
repulating  and streamlining its functions and . :
guiating & n switched over to the e-platform from'

‘activities  which nhas oftices iunL'tiUHinglzoog onwards. This paperless“
throughout the State and has deployed its initiative had rendered some registersi
‘manpower in all offices. Though there was a obsolete as it is easily available in
;manual in the erstwhile KGST regime where the | dlectronic form. Bui the important!,
‘iassessment was totally different from VAT, theiregisters such as DCB Register,i
;Department failed to formulate a manual to be Collection  Register, OR/CRJRCL
‘followed in VAT assessments even after ten years Registers, Stay Register, Assessment:
‘: of introduction of the new s‘ysterfl. In t-hel-Register, Appellate Order Register,il
absence of a manual, the following discrepancies ‘Revenue Recovery Register etc were

| were noticed. ' maintained in physical form.

'Non maintenance of registers In the GST regime all these items of

Audit found that the field offices were not, oo o pandied by the respective

1
1 |
| e e oa= .

lmamta_lmng important registers such as DCB back end modules. These back en dl
register, Scrutiny register, Audit visit register, ... antomatically take care

ice iss register, Assessment ister, | . . !
OCE ved regist sessment  Iegist ‘of these imporiant registers and

‘ Appeals pending register etc. in connection with reports.

| the assessment / collection of tax. In pusuance to the introduction of1i
In the absence of these registers, the details GST, as per G.O (MS)|
on in an office such &8y, 62007/ Taxes dated 02.08.2022
\period up to which the returns were scrutinised in-GO vt has accorded sanction for the'

E
iof important informati

\the cases of each assessees, details of errnission ' . '
lth cas ¢ s g p restructuring of the Department and
! ht/ teceived for conducting Audit Vvisit i . !
;soug I B > functions of the verticals and cadre
etails of self assessmenis reopened etc., were: . . ) . .
jdetalls o i P ’ ‘wise functions are given in detail.

‘jot available. The non maintenance of registers As per Circular No. 5/2023 dated!



i 4
1%

- Z
affeztec_l"botl{ transpal_'ency in selc;:tjon of files 08.01.2023 of the Departinent,
and effectiveness in collection of tax. powers and functions of the proper’
Lack of clarity in the assignment of duty to officers including ASTOs aref

“men in position ;

| After the introduction of the KVATIS, the _asmgned,

works attended by the supporting staff in the As per Circular No.6/2023 dated%

! assessment circles were considerably reduced108'01'2023’ e for,

. . 'pecuni Limi i
due to automation of functions. Thus, the,p cuniary t for the issuance of

A . . show cause notices and passing of
Department could have utilised their service passing

effectively in areas such as scrutiny of returns of orders is also issued.
;presumptive tax dealers/retums with less
; turnover reported, conduct street survey etc.,
towards ensuring better tax collection regime.
Audit observed that though the Department
‘issued directions specifying the duties and
| ‘responsibilities of the Assessing Officers and
clerks, the duties mentioned for clerks in the
circular were not relevant atter the introduction
.of KVATIS system. The directions were silent on
duties and responsibilities of other important’ |
 categories like Imspector, Junior Superintendent
i |

etc.

]
{ i

|

L =— Eo= | e e S e S
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Does the Departmeni agree
with
the Audit conclusions?

No

(b)

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

The CCT gives utmost priority to audit assessments
and internal aidit.  Necessary steps have been
taken to strengthen the functioning of that wing.

e




v

improvement in system

REMEDIAL ACTION TAKEN

The Internal Audit Wing 15 functioning under the direct

and procedures, including control of the Commissioner, KGST Department since

internal controls.

01/06/2009. Headquarters of Internal Audit wing is at
Thiruvananthapuram and it has 3 regional offices at
Ernakulam, Thrissur and Kozhikode.

The work of the Internal Audit Wing is of the nature
of supportive supervision. The objectives of the audit wing is to
verify and ensure that the assessment systems of the sub offices
is functioning correctly paving way to augment collection of
revenue. This Wing verifies the assessment files whid‘i_x includes
assessed as well as non assessed files. The audit feam verify
whether assessment and connected registers are -maintained
properly and follow up action also taken in revenue recovery
cases.

The Audit Officers after completing the audit prepares the
audit report which is given to the concerned office during that
month itself. The assessing authority completes assessment
based on the directions in the audit report and creafes
additional demand. After rectifving the defects the assessing
officer submits the rectification report of the audit ingpection
along with supporting enclosures.

After the audit conducted by C&AG in 2015, conscious
efforts have been taken to increase the efficiency of this wing.
Previously the wing consisted of one Deputy Commissioner, 2
Assistant Commissioners and 5 State Tax Officers. On
20/12/2016, Audit Assessment Wing was merged with the
Internal Audit Wing and thereby the strength of the wing was
increased. At present the Internal Audit Wing consists of One
Deputy Commissioner, 6 Assistant Commissioners and 16 State
Tax Officers. After the strengthening of the wing the work
turnout has increased substantially. Moreover the percentage
of coverage of outstanding paras increased to 32% during the
year 2017-18. Out of an overall outstanding of 12381 paras
4198 paras were cleared by the Internal Audit Wing as showa below:-




(e)

Zoecovery of overpayment
sointed oui by audit

ecovery of under
assessient, short levy or
othie dues

Moditication in the
schemes and programmes
including financing
patiern

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

‘sample check by audit

findings of sample check
by audit.

57

The details of coverage of Audit Paras by the Internal Audit

wing for the vear 2009-10 to 2017-18

Year No. of | Audit | Amount Audit Amount {in

inspec| paras | (in lakh) | paras lakh)

tion disposed

2009-10 12 417 452.04 130 20034
2010-11 46 515 330.53 361 13.22
2011-12 32 145 2738.2 210 136.91
2012-13 56 369 1488.9 88 6B.48
2013-14 | 60 | 1333 | 16752 75 L 787
2014-15 85 1976 3492.00 448 528.54
3015-16 56 1331 16903.00 306 515.87 o
2016-17 58 1678 123047.03 934 56646.96
olie| 116 | 3013 | 60206933 | 1641 | 57330352 ‘
Total | 521 | 12381 | 75219620 | 198 | 63131257
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ACTION TAKEN NOTES

i [reprontinent

oy | ubiect/ Uitle of the Review
L , Paragraph

{v} | Paragraph No.

(d) | Report No. and Year
Date of receipt of the Draft
{a) | Para / Review in the

Department

(b} [ Date of Department's Reply

T

-+

Gist of Paragraph/Review

|
|
—

29

TN C & AG'S REPORTS

AT

MERCIAL TAXES

- Time limit for completion of assessmenr reopened not

| prescribed in the statute

1

B

|

2.4.7.4

ended 31-3-2015

C & AG report for the year

As per Sections 22, 24 and 25 of KVAT Act, _2003

it is mandatory to issue notice to the dealer for being

| heard about the discrepancies noticed in the return or

-

|

accounts before proceeding for assessment to the best |

no provision in the statute fixing a time limit ro
complete the assessment if no reply is received within
the time Hmit of one o two weeks prescribed in the
notice or if the reply received from the dealer is not
satisfactory. .

In the absence of such a provision in fjfe sratute,
Audit found that in eight cases out of 120 files test
checked in three assessment circles, assessiients were
not completed even after five years : though
pre-assessment notices to reopen the self assessments
had been issued.

\Y

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

(a)

Yes

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

NA

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

Parily agreed *

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

()

Even though there was no provision in the statute for
fixing a time limit to complete the assessment after
notice, the assessments in all the cases are compiered
by the assessing authornty without getting barred by
tirse limitation provided in the Act.

| of assessing authority's judgment. However, there was |




{h)

(c)

(d)

(e)

|

55

REMEDIAL ACTION TAKEN

Improvement in system and
procedures, including internal
controls.

Recovery of overpayment
pointed out by audit

Recovery of under assessment,
short levy or other dues

Modification in the schemes and
programmes including financing
pattern

Review of similar cases /
complete scheme / project in
the light of findings of sa mple
check by audit findings of
sample check by audit.

Palakkad
Sherin Builders /2011-12

Based on the audit objection the assessment has been
completed on 13.10.2015 and created additional demand
Rs. 12,99349/-. The assessee filed appeal before the Deputy
Commissioner (Appeal) and has remanded the assessment
order for fresh disposal. Accordingly the assessment has ben
completed on 02.03.2018 and created additional demand Rs.
6.48 lakhs.

Kannur- 2 cases

M/s.Zewar Commercial Construction (P) Ltd :
&2121229803[12-13

The assessment has been completed by creating an
additiional demand of Rs. 658311/~ The dealer paid 20% of
the demand and filed an appeal before ihe Deputy
Commissioner (Appeals)IL, Kozhikode. The Deputy
Commissioner has modified the assessment as per order
KVATA 4716 dtd. 29.12.17.

M/s. Sadananda Realtors : 22121288628/12-13

Assessment for the year 2012-13 has heen completed
vide order No. 32121288628/12-13 dated 20.06.2015 and
created an additional demand of Rs. 2,13,073/- The
assessec filed appeal before the Deputy Cummissioner
(Appeals) and the appellate authority has modified the

assessment as per KVATA No. 1539/15 dtd. 17.01.2017.
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ACTION TAKEN MOTES ON C & AC’S REPORTS

1 Teay ] Uepartment -
= === =~ o -
| ' subject/Tit'e of the Review Paragraph

|
I T

(d) | Report No. and Year

Date of receipt of the Draft Para /
I (a) e
| Review in the Department

' {b) ! Date of Department's Reply
R _Af -

!

I
|
|
!
f
l

|
mn : l f1ict of Paragraph/Review
|

|
o
. |

| COMMERCIAL TAXES

| Lack of a Department Manual to
 formulate a system in the assessment
| of tax under KVAT Act

I| Non maintanance of registers

| 2.4.7.5(1)
€ &AG report for the year ended |
| 31-3-2015

~ —. ___t -_— —— —

|
—

' Audit found that the field ®ffices wera |
not maintaining important registers such |
as DCB register, Scrutiny register, Audit
ViSit register, Notice issued register, |
Assessment register, Appeals pending
register etc. in connection with the
assessment / collection of tax, !

In the absence of thege registers, |
the details of important information in aq |
office such as period up to which the |
returns were scrutinised in the cases of |
each assessees, details of permission
sought/ received for conducting Audit
visit, details of self assessments rebpened l
elc., were nct available. The non |
maintenance of registers affected both'

Does the Department agree with the

transparency in selection of files and
effectiveness in collection of tax. 71

relevant documents where necessary

rv | (@ | facts and figures included in the Yes
paragraph?
If not, Please indjcate areas of
(b) | disagreement and also attach copies of NA
F relevant documents in support
Does the Department agree with
Vi@ the Audit conclusions? pe J
If not, please indicate specific areas of
: disagreement  with reasons  for :
(b | < , S0 NA
disagreement and aiso atrach copies of




{a)

(o)

&/

. REMEDIAL ACTION TAKEN

Improvement in system and
procedures, including internal
controis,

Lecovery of overpoyment
potiea ou by audir

Recovery of under assessment,

short levy or other dues

Moditication in the schemes
and programmes including
financing patiern

Review of similar cases /
complete schemne / project in
the light of findings of sample
check by audi: findings of
sample check hy audii.

The Department is following the policy of ease
of doing business and as a remarkable initiative had
switched over to the e-platform from 2009 onwards.
This paperless initiative had rendered some registers
obsolete as it is easily available in electronic form. But
the important registers such as DCR Regisier,
Collection  Register, OR/CR/RC Registers, Stay
Register, Assessment Register, Appellate  Grdor
Register, Revenue Recovery Register cic are eril
maintained in physical form [n the G3¢ rezime all
these iters of works are handled by the cespective
back end modules and hence no manual registers are
cequired to be maintained.  These back end modutes
will aueratically ke care of these impertent

regisiers and ceports.

-
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il

fa)

(bh)

(c)

Ad)

Oeparunent

Subject/Title of the Review

Paragraph

| Paragraph No.

Report No. and Year
Date of receipt of the Draft Parg

/ Review in the Department
Date ol Department's Reply
Gisi of Paragraph/ Review

Y

TON TAKEN NOTES 0N ' & AG’S REPORTS

COMMERCIAL TAXES
Non adherence to provisions of Act and Rules
while completing the assessment

Accounted Sales escaping Assessment -
2.4.7.6 (1) '

Section 42(1) of KVAT Act, 2003 stipulates that
every dealer whose total turnover in a year
exceeds rupees sixty lakh shall get his accounts
audited annually by a Chartered Accountant or
Cost Accountant and shall submit a copy of the
audited statement of accounts and certificate in
Form 13 & 13A. Section 24(1)(a) of the Act,
stipulates rejection of the return, if there is
discrepancy between the return filed and audijted
Aaccounts and to corplete the assessment to the
‘best of judgment”, As per section 42(2) of the
Act, the dealer is liable to pay any additional tax
with reference to the audited figures, interest
thereon under Seciion 31(5) and penal interest
at twice the rate of interest acerued.

Audit noticed that in 14 assessment
circles, 15 dealers failed to report the accounted
sales whereas 14 dealers failed to report the
turnover accounted as ‘other receipts’,

The ‘other receipts’ were warranty claim,
AMC receipt, trade discount, subsidy or other
receipts to make up the loss sustained etc. which
were liable for tax. The total turnover escaped
from assessment of tax worked out to Rs. 323.22
crore and the resultant short levy of tax
including interest under Section 31(5), penal
interest and penalty under Section 67 amounted
to Rs.105.30 crore {Appendix V). '



{ Audit  observed  thai  amongst the
defaviters, M/s Hindustan Unilever Limited of
Special Circle Mattancherry was rhe biggest
defaulter with tax effect of Rs, 41.61 crore. The
natuie of business dealt with by other dealers
are given below:
* Four in Fast Moving Consumer Goods

with tax effect of Rs. 51.09 crore. N

* Four in Supermarket with tax effect of Rs.
7.50 crore.

* Three in batteries with tax effect of Rs,
4.50 crore. |

* Eighteen in multiple commodities with
tax effect of Rs. 142.21 crore.

Thus, failure of assessing officers to
adbere to the provisions of the Act and rules
:esulted in non-detection of irregularities. |

"IV (2 | Does e Depertment  agree Partly agreed
: Wil e {acts apd figures

; nlinded iy \he paragraph? B )
1 (L 1 o, Please indicate areas of Based on the audiy objection, books of accounts
} disagreement and also attach were verified and no turnover variation detected
copies of relevant documents in as pointed in audit in two case, In one case

} ’ sJapport turnover variation detected and assessment has
' 3 _been completed, st o
'V @  Does the Department agree Partly agreed

[ ' with

. lthe Audit conclusions?

J ’ (b) 1If not, please indicate specific Based on the i{uai?ob}eaion? books of accounts
{' areas of dis_agreement with were verified and no turnover variation detected

reasons for disagreement and as pointed in audit in two cases, In one case

also attach copies of relevant turnover variation detected and assessment has

| documents where necessary  been completed.



Vi

{a)

Improvement in
system and
procedures,
including interna}
controls.,

&4

REMEDIAL ACTI 1) TAKEN

L. Godrej & Boycee Mig. Co. Lid
_3}2070248212[2013 14

vide Order N0.32070248212/13-14 dated 19.05.2017 and created
an  additional demand of Rs. 12,12,893.23/. (Tax) and
Rs.4,55,948,. (interest). The demand is under RR.

20. Kunnath Paper Mills Pvt, Lid
32090221945/2013-14

Based on the audit objection a notice under section 25(1) of
KVAT Act was issued to the asessee. In the reply to the notice, the

assessee explained that the turnover of Rs.19,82,16,103/- is related
to the company M/s. k.T Francis Paper and Boards (P) Ltd which
had been amaigamated to M/s, Kunnath Paper Mills pyt. Ltd
pursuant to the order of the Honourable High Court of Kerala ip
| Petition No.27/2913 C/w MCA 48&5,2013.
!

| The total sales turnover for the year 2013-14 as per the
linancial statement of both the companijes s reconciled as shown
velow,

Total turnover as per annual return : Rs. 15,34,57,464.00

Less: Excise duty and Cess : Rs.  65,50,765.00
’ Less: Interstate sale of Machinery  : Rs. 4,55,000.00
Total : Rs.14,64,51,699.00

| Add: Sales turnover of
' K.T Francis Paper & Boards :
: Rs. 15,03,86,822.00

- (Excluding Excise Duty)
Add: Interstate stock transfer (Our)
of K.T Francis Paper & Boards : Rs.  5,48,35,046.00
Total : Rs. 35,16,73,567.00

i

|

|

|
|

|

—_—

|

On verification of the documents produced by the assessee, it |

|

I was found that the company M/s. K.T Francis Papers and Boards (p)
Ltd is amalgamateq to the M/s. Kunnath Paper Mills Pvt. Ltd during
2013-14 pursuant to the order of the Honourable High Court of

out for Rs. 5,48,35,046/- in the annual return and remitted tax. As
! such there is no variation in the sales turnover as pointed oui in the
audit para,



h)

(¢}

{d)

(e)

( 21.Paragon Steels {p) Ltd

| 32090250802/2013.14 |

account of inclusiop of tax (VAT & CST) collected ip the sales!
| | turnover in the audij 'eéport. A reconciliation statement had beep
| ! attached to the audit Statement, by the auditor as under,
r

Total sales as per the annual | Rs, 97,49,49,i09.00

| return
1) | Add KVAT collected ' Rs. 4,85,06,694.00 |
| [2) | Add CST Collected Rs. 97,831.00 l !-
| 3) |Add DebitNote B | Rs. 7.57,418.00 |
| Total ' - Rs. 1,02,43,11,052.00 I
| Less fixed asset sales valye Rs. 14,43 413.00
E R | Turnover as per 13, 13A Rs:_l,Oz,_28,6Z?_639.QO

| This has beep verified and found correct. Hence there js no
o | Variation as alleged in the Audi Para, [
Recovery of | !
| OVOtpaYment |
. Poisted out by audi, ! {
Recovery of under |
435e3sment, short

levy or othe dues
- 1€VY or other dye e ——————— ——— ___# [

| Modification in the f
schemes and

’ Programmes

!f including financing
pattern i _ _ o _

I Review of simjlar |
cases / complete l

| scheme / Project in |

' the light of findings
of sample check by
audit findings of
sample check by

| audit.




) | Department ——— . COMMERCIAL TAXES

7

ACTION TAKEN N OTES O € & AG’S REPORTS

{

Subject/ Title of the Review
Paragraph

Paragraph No,

{d) | Report No. and Year

)
: ()
S i
RIBRNEY
b
.
B
I

.f

,' v o)

Jf (b)

——

Date of receipt of the Draft Para II"

_Review in the De partment

Date of Department's Reply

| the paragraph?

s T —— B
IF not, Please indicate areas of | .
 disagreement and ajso attach |

— transferout _ . )
_ 3476 {2) !

— e

+— --Lr—-—-—*—'—-—»—.___.___“—-—.—:—-'——- —
' Does the Department agree with |

| . \ " . |

Hthe Tacts and figures included in | Yes

—_——

0 Drovision e —————
Non adherence to provisions of Act and Rules while
tompleting the assessment

Failure to report turnover acccounted as interstate stock

— —— {
—— __._._‘-‘*—-_‘__‘___—‘——\—— — '.} ’: m
C & AG report for the year ended 31-3-2015  * _'

S — — e N

The movement of goods from one State to another |
| State that occasioned otherwise than by way of-sale i |
treated as local sale and tax shall be levied {inder section 6 |
'of KVAT Act, if the transfer is not supported by statutory |

Audit found that eight out of 17 dealers scrutinised |
In five assessment circles failed to report in their annyal j
lreturn, the transactions accounted ag interstate  stock |
| transfer out. The dealers did not report the transaction and |
I!' also failed to submit statutory forms to claim exemption. |
| Thovigh Statutory declarations were pot filed, the assessing I'
officer did not levy tax on the turnover of goods treating it |
las a local sale. Non-reporting of transactions worth Rg |
1 384.79 crore resulted in short levy of tax including interest f
'and penalty of Rs, 140.53 crore., |

- ..__._.___—-_.________1
|

|

|

copies of relevant documens in | il

| support
| suppor

| the Audit conclusiong?

' Does the Department agree with |' Yes

T —

|
|
oy, ____._-—.__,_____-__JI.-_ B . N ——— ]
[If not, please indicate specific | . |'
‘areas  of disagreement with
‘reasons for disagreement and | ) NA .

‘also atiach copies of relevant ,‘ i

| documents where necessary

———— e, —— —_—— e e e g _—_—j._— - - — - e —— e —
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PEMEDIAL ACTION TAKEN

improvement in system ang

proced ares
rontrols,

, including internal

Ernakulamn

M/s. Parie Biscuits (P) Ltd
{TIN 320 70333284,/ 13-14)

The audit had pointed out that the assessee had not
declared consignment stoci transfer out to the tune of Rs.
12,06,20,443/- in their Form 10 return for the year 2013-14,
eventhough they had accounted the same in Form 13A. The
dealer failed to revise the return and aiso failed to produce
Form F.  Omission to do so has resulted in short-levy of rax
and interest amounting to Rs, 6,40,10,123/- k

The matter has been examined in. detail, with
reference to the accounts of the asessee. The asessee had
conceded Rs. 12,06,20,442.71 as consignment stock iransfer
out vide column No. M6 of Part II, Manufacturing & Trading
resulrs in form No. 13A filed.

It may kindly be noticed that the asessee had a
manufacturing unit at Kolenchery. They had inter Bepot
Stock  Transfer of finished goods amounting to Rs,
12,06,20,442.71 to their Depots av Kollam, Cochin, & Calicut
during the year 2013-14, and local stock transfer out of Rs.
3,44,31,976.17 between Kollam, Calicut and Cochin Depots.

The asessee had returned Rs. 15,50,52,418.88 as local
stock trarsfer out in form No. 10 filed which is the total of
stock transfer of finished goods from the manufacturing unit
at Kolenchery and the other transfers are betwe'gen units as
Delow.

Local Stock transfer from manufacturing unit
* Rs. 12,06,20,442.7]

Other stock transfer- Rs. 3,44.31.976.17

Total " Rs. 15,50,52,418.88

Local stock transfer out of manufactured -goods Rs.
12,06,20,442.71 has been included in the Manufacturing
and Trading Account for 2013-14 and other intra stare stock
transfer for Rs. 3,44,31,976.17 has been accounted in the
Trading Account for 2013-14.



Recovery of overpayment
pointed out by audit

Recovery of under assessment,
short levy or other dues
Modification in the schemes
and programmes including
financing pattern

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

saniple cheek by avasn

éé

The omission pointed out in audit amounting to Rs.
12,06,20,443/-, is 'not consignment sto-k transfer out' and is
only ocal stock transfer' from manufacturing unit, which has
been included in form 10 returns filed. There is no loss of
revenue in this case.  The asessee had filed documents to
prove turnover of 'interstate stock transfer out' . Hence the
audit objection is not sustainable.




{ ACTION TAKEN NOTES ON € & AG’S REPGRTS

'L [(a) |Department . _COMMERCIAL TAXES

| ! Non adherence to provisions of Act and Rules

| Subject/Title of the Revieyw | While completing the assessment
(b -
' Paragraph Turnover exempted without mentioning the
. nature of exemption -
' {¢) | Paragraph No. 2.4.7.6 (3)
' (d) | Report No. and Year C & AG report for the year ended 31-3.2015
[ate of receipt of the Draft \
Para / Review in the

I | (a)

| -1, Department
i
| (D) l Date of Department's Reply

+ Gist of Paragraph/Review As per Rule 10 of the KVAT Rulcs, 2005,
! the allowable deductions from local sale of
| taxable goods are (1) sale of goods to units in
, Special Economic Zone (SEZ) (2) sale to hjs

' agent or principal (3) sale of medicines
purchased on invoices in Form 8H.

!

i
, ; Audit found that in case of 25 out of 42

i dealers whose returns scrutinised in nine
assessment  circles, the assessees availed
exemption of turnover of Rs. 671.45 crore from
their local sales turnover without mentjoning
the nature of exemption. Since no exemption js
allowable from the local sales of a dealer under
tite Act other than those mentioned above, the,
exemption availed was not in order. However,
the assessing authority accepted the returns
without assessing the: irregular exemptions.
{ This resulted in short levy of tax including
interest under Section 31(5) and penalty under
Section 67 of Rs. 234.89 crore.

Audit  observed that amongst the
defaulters, M/s Indian Oil Corporation of
Special Circle It Emakulam was the biggest
defaulter with tax effect of Rs, 148.64 crore. |
The nature of business dealt by these dealers
I i S | are indicated below: j




v
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G-

i

i ATiLL T ol b
J iy
i Three o il poaduce wich tox effeer o
| g 15082 crove., I
Three in Fasi Mo mg Consumey Goeds

with taz affevi of 1 L9 CIOrC.
Fifieen in muh")i' :mw‘csr’n"rs
effect o' Rs. 169.39 rrore.

Wil LAY

Algtit aoticed  that M, s indian  Qil

|
1
!
Corporation, M/s Concorde Motore india Lrd of i

|
|
]
j :
|
_E
|

Special Cirde I Ernaku'arv ¥i/s Hinduastan
\ . Unilaver Lunited of Speciei Circle Maitanc REiTy | |
" f ang Matienal Handivom  Development
| i Corperation L of CTQ, I Circle, Kannur
: repeated the defaal: for three years.
| Does the Deparimernt aorae - o
(a) |w1rh the facis and figuros | Partly agre-d
Temse 1adinate areas i’i“}l. é“{ewpm‘n are allowed (o the extent which
. ol diugseamens and  aleo | 15 proved with valid documencary evidences as |
; At zopies of relevanr ifw riderand the turnover s which exemption {
. padppar claimed but aor proved s subject to assessment. |
PlooEs e Leparruient agree |
{a] ;;With Partly agreed
i the Audit concivsions? L , -
Y notr, pleass indicate
. ;'aw‘iFit‘ BiRAR of | The exeniption are allowed to the extent which
(1 Dlismpteement with reasons | is proved with valid documentary evidences as
BNEHREE] -iad:a;m.elﬂesn and ':-'.lﬂo per rule and the turnover in which exzmption
i tinch .f_'u;ﬁcv '{ai" aelevant | claimed but not proved is subject to assessment
. L documents whers '1%1»?_5__1& R 5




T ——

Vi REMEDIAL ACTIO {AEEN
(@) | lmprovemens in system and (2. G.H. Assurigies 7 !
procedures, including internal 32071594972,2071.12

j l controls. I
| ‘ Based on the audi; Odjection the assessing anthogity
| issued a notice u/s 25(1) to assessee. On verificarion
of the books of ACCOUNIS and supporting SATILQTY
forms produced by the assessee, it was found thar the
turnover in quesiion consists of sale in ithe course of
import (High sea sales) for Rs. 2,15.85,i00/. Saley in
transit (E1) for Rs. 5,73,684.72/- and sales tprnove, ‘
o SEZ for Rs. 24383.40 toralifng 16 Rg, |
l 12,21,83,267.12. The whole rurnover in question s
| supported by the relevant statutory forms and has |
proved the exempted turnover |

21, V-Star Creatinns Pyr Led
& 32070438652/201?»14

Hased on the audir abjection the ausesser iy :

claimed an eRenpiion of Re, 19,19,599/- tor e vaor |
2013-14 in the annual retorn, the assessmont jecordy |
/were verified and it was found that the rledier hag
claimed an exemption of Re. 8,85,58,379,/. including
, the amount pointed oy by the audit. Hence the |

Tomkm hgm—— .

|
!
assessment for the year 2013-14 fas been ce-opened f
and corpleted vide order No, 32070438652 2013-14 j

|

—————

b B did. 22.05.2017 creating an additionaj demeand of Rs.
Lol wy, 83,14,276/-, The derpand is under RR.

23. Francis Trading Company
320508599584/201 112

{

: - The exempred turnover of Rs. 651209365, '
conceded by the assessee i, (he annial reiurn reiageg I

10 sales inthe course of exXport.  The assessoe tag ,
produced.enrire H Forms and corresponding hilis of |
Iadding as proof of exemption claimed.

13Y, Ruchi World Wide Lid.
{ 32090600992,/2011.12

Based ou the audit objection, notice U/s 25013

: of the KVAT Act issued o the assessee. The asseseae
filed reply siaiing that exemption claimed for Es

e 132.77.92,863.39/. wasg related to the export sales |

i S P S

B R S -

R e T

T AR e e T e B

R



7o

‘Recovery of overpayment
| pointed out by audit

(direct export for 3,25,33,131.39 and deemed export |
for Rs. 29,52,59,732/) and produced documents to
prove export sales. The assessing authority verified
the documents produced by the assessee and found
genuine. Therefore the assessment was completed |
vide order No. 32090600992/11-12 . dated
20.01.2013 allowing exemption claimed by the
assessee. :

Recovery of under assessment,
 short levy or other dues

__|sample check by audi.

| Modification in the schemes
| r o

' and programmes including
financing pattern

| Review of similar cases /

| complete scheme / project in

| the light of findings of sample
check by audit findings of
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ACTION TAKEN NOTES (o L & AG’E REPORTS

———e —— e

) D

 COMMURCIALTARES ]
Non adherence to provisions of Act and Ritles
while completing the assessment

|
' Subject/Title of the Review

[ |50t |
! i Paragraph | Turnover exemptad without furnishing the
| L e TN | Statutory docuiniepss -
(c) | Paragraph No. | 2.4.7.6 (5) |
— - -
r ‘ (d) |Report No and Year ]C & AG report for the year ended 31-3-2015

Date of receipt of the Draft Para

I | (ay '/ Review in the Department
e L —_— P o
J'—(_ b) | Dare of Department's Reply ( [
0] | Gistof Paragraph/Review As per Rule 10 of the KVAT Rules, the desler (

is entitled to deduct the turnover 2005 if the |
turnover is supported by Form 43, Form 25 2 ('
J Form 814 invoices, Form E1 or the documenis
| supporting high sea sales as the case may be, I[

Audit observed thar 29 out of 37
dealers in 12 assessment circles exempted a |
. : turnover of Rs. 1,007.71 crore by claiming
" that the goods were sold (1) 10 a unit |

situated in SEZ, (2) through auction (3) asf"
tax  previously suffered on its MRP
However, no statutory documents such as[
‘Form 43, Form 25F or Form 8H, were:
| produced to prove their claims. Audit found
| i | that the assessing officers were not
] | completing the assessments, even in the
/ absence of such statutory declarations. In |
|
|

the absence of such statutory forms, the
exemptior. zlaimed was not in order resulting
in short levy of tax including interest /s
31(5) and penalty u/s 67 amounting to Rs.
151.38 crore

] Audit  observed that amongst the
| defaviters. M/s. JMJ Trader of Special Circle, |
| oA __ Kottayam was the biggest defaulter with tax |




-—'tp

|effect of Ra. 51.37 crore.  The nature of |

‘business  dealt by these dealers are a3

follows !

| .’
* Seven in Medicine with tax effect of

' Rs. 40.79 crore.

J * Five in Tea zuction with tax effect of '

S )

|

' f Rs. 50.70 crore. ;

! * Six were sellers to Special Economic !
Zone with tax effect of Rs. 58.55 crore. |

]

I . * Four were sub contractors with tax
‘ ' effect of Rs. 1.34 crore.
{ 7ﬁ= B sy T e fi—— . . — — E—

l oes ihe Department  agree s s = =E ]

pooo a8} ywith the facts  and figures | Partly agreed

oeofoondudedin the paragraphy | R
[ & It not, Yiease indicate areas of | The exemption are allowed to the extent which

' By aisagicement ra.nd also attach Bt proved with valid documentary evidences as
C 7 roples of releviod docwments in cper nube aad the wurnover in which EXEMpLion ;
s | support LB claimed bur not proved i_sﬂltlffﬂEE_?‘_-‘."_‘“F“--‘_"{SHEEE?E-_J
g5 ‘Uoes the Department agres | !

vl e ~ ' Pactly agreed ?
| the Avci enpelusiongy _
vl e blease indicate smeeif T - - -
; | :’_*I‘ H‘_‘"" pfea“_‘f? m. 1.ch11e SPECEIC | The exemption are allowed to the extenr which |
; ; {reas of  disagresment  with | . A n i "%
; oy Ao il ; 15 proved with valid documenrary evidences as
! L) preasons by disacreement and |
{

| _ _ per rule and the turnover in which exemption
atach copws of relevang | £ : . .
| claimed but not proved is subject to assessment.
|

RIEEE

doctaeuis where ncessary

SESURE, T s
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IMENE 1N Sysien and
pm edures, including internal
CONtrols.
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EDiAL AT [k Vil

 Prism Cemont Limited
| 32070239:23/2011-12

I
| Ba sed on the audit obiecticn, Lhe assessmicni hus
| been completed vide et
| No.32070239223/2011-12 dated  21.04.2016,

creatinig an additional demand of Re.1,34.930  The
asessee paid Rs. 26986/- vide cheque No. 146525
'did: 22.7.2016. The balance amount is under (R,

A, Prism Cement Limited
32070239223/2012-13

Basad on the audit ohjection, the asscssment hu-

been completed vide order
N0.32070239223/2012-13 daed  21.U4.2016,

creafing an_ additional demeand of Re.3,23,712. The
i‘]rau@"‘ paid Rs. 547437- vide chegae No. 14p525
A, 22.7.7016. The balanes amouni s under RK,

. Hary song Maiavalam Lid
22000448 55/2.9%1- 7

The"‘obi'e.: tion raived was the turnover exerption
of Rs.55, 16 7,868/- on local sales without furnishing
ENny sta lutory forms. On veritication it is rovealed that
the assessee are tea planters who sells tea through
‘brokers and 'who make available tes by storing &
their warehouse ro put in auction. When this tea sold
in auction by the brokers they have invoiced rhz same
ot 'ﬂ*:-nil of the planters and collect tax and remit the

same to the Gevernment exchequer and iszue Foom
' “.!f to plant s on which thev gov exemprion from

' payrnent of tux In this case M/s. Harvison Malayatam

Ltd. are the planters whe {iled Form 26  Jur the
whole amouni for which they claived exernpdon for
'local sales. Tie assessing auchority hag veiified their

|

Linvoices wirl refuemt, i the Youn 25 7 filad and

Cconvinced that the exemprios claimed ou locnt sales is
| in order

|
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12, Pawey Ao fadusiries Lid
32150503915/2011.12

! The objectior raised was the turnover
exemption of Rs.66,54,16,650/-  on local sales
without furnishing the statutory forms. A notice wrs
25(1) was issued to the assessee. In response to the
notice a detailed reply filed along with form 25F was
submitted. It was examined by the assessing
authority and revealed that the assesssee are fea
planters who sells tea through brokers. The brokers
make available tea stored in their warehouse to put in
auction. This tea, when sold in auction is invoices by
the brokers on behalf of the planters. They collect tax
on -behalf of the planters and remit the same to the
Govt. exchequer. They issue Form 25 F to the
planters on which the planter's get exemption from
paymene of tax, The dealer filed Form 25F for the
whole amount and verified their invoices and
convinced that the exemption claimed on jocal sales is
in order.

13. Paity Agro Industries Led
32120398915/2012-12

The objection raised was the turnover
exemption of Rs.79,15,18,255/- on local sales
without furnishing the statutory forms. A notice u/s
25(1) was issued to the assessee. In response to the
notice a detailed reply along with form in 35F was
filed and which was examined and revealed that the

| assesssee are tea planters who sells tea through

brokers. The brokers make available tea stored in
their warehouse to put in auction. This tea, when
sold in auction is invoiced by the brokers on behalf of
the planters. They collect tax on behalfl of the
planters and remit the same to the Govt. exchequer.
They issue Form 25 F to the planters on which the
planter's get exemption from payment of tax. The
dealer filed Form 25F for the whole amount and
verified their invoices and econvinced that the
exemption claimed on local salzs is 1 order.

!

!




L 20, Xerals Trade Wing

SLNRGOEH35 /201235

The audiv objectiva was that, as per the Annual |
rretur filed, ine assessee has repoited a rumover of
| Re.32,92,22,933/- being (he second sale of medicine
racd has not produced any document o prove ihe
| exemption claimed,

!

= g 5 : i
| In order to prove the exemption claimed. the

‘assessee has produced the purchase bills in form Ne.
i 8H duly signed by the seller. Hence being a second
 seller of medizine exempted from payment of izx, the
| exemption availed is in order and the audit objection
15 1oL sustainable,

24, M/s. Malabar Builders India Ltd
32522967 115/3012-12

' Mi/s.Malabar Buiiders Ingia (P} Lid, RIv
Road, Kezhikode 5 an assessce on the roils of the
| Office of the Staie Tag Officer (Works Contrace and
Lurury Tax), Kozhikode Bearing TIN 32522061115, |
Based on the audir shjeciion the fnal assessment in
rezpect - ar the assessee for the vear Z013-12 was
. L completed on 25/11/2017 by crearing an additional |
\ ldeamanﬂ of Rs5.1332494/- {Tux) and Rs. 746,197/ |
JREE : {Interest). The deand is under RR,

f
| i
|
i

30. M/s. Home land builders
32111573464

i
¥ Based on the audit objection the assessment has
been completed vide Order No.3211 3464/2013-14 |
dated 18/03,2017 creating an additional demand of |
tax, and interest of Re.1,29,515/-. The assessee hag |
paid Bs. 19,188/, Ralance ic pending under RR i

I
|
|
|

R ——




b

131, Appu!-ﬁ Build Tec India (P) Ltd
32111574906,/2013-14

Based on the audit objection the assessment has
been completed vide Order No.
32111574906/2013-14 dtd 30/01/2016 creating an
additional demand of tax Rs.13,72,365/- and interest
301920/~ The total amount of Rs.16,74,285/- is
pending with RR.

o =

(b} | Recovery of overpayment
pointed out by audit
'(¢) | Recovery of under assessment,
, short levy or other dues
' (d) | Modification in the schemes
and programmes including
| financing pattern s
fe) | Review of similar cases /

complete scheme / project in
the light of findings of sample
check oy 2udit findings of
saimpie check by audit,
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ACTION TAKEN NOTES On o & AG'S REPORTS

a) | Department
| Hepartment

COMMERCIAL TAXES

Subject/Title of the Review

Non adbevance to provisions of Act and Ruies
while complering the assessment

(b) o
; Paragraph  Output Tax (OPT) reversed without furnishing
| requisite documents
| (¢) | Paragraph No. 2.4.7.6 (6)

B =
- {d) |Report No. and Year C & AG report for the year ended 31-3-2015
i Date of receipt of the Draft

il (a) |Para/ Review in the
| Department
}
'L {b) | Date of Department's Reply

I Gist of Paragraph/Review | As per Rule 10 of KVAT Rules, 2005, the denier

!

is entitfled to deduct from his turnover. all
amounts allowed to purchases in respecr of
goods returned by them, where the goods are
taxable on the amount for which they have been
sold. Secrion 41 of the Act stipulates that the
seding dealer shall issue credit notes and the
purchaser effecting the sales return shall issite
debit notes in Form No. 9. Proviso to Rule 59
states that a credit note claim shall be supporied
by debit notes.

Audit observed that 27 out of 41 dealers
whese returns were scrutinised in ten assessment
circles had adjusted Rs. 19.66 crore from theil
tax due, claiming it as the tax element on sales
return. rlowever, the claim was not supported
by the corresponding debit notes issued by the
purchasers to the credit note of the dealers. Lack
of scrutiny by assessing officer resulted in
escapement of such omissions undetected. The
‘short levy of tax on this account worked our o
Rs. 64.45 crore.

Audit  observed that amongst fthe
defaulters, M/s. TV Sundaram Tyenger & Sons
Private Limited of Special Circle, !
Thiruvananthapuram was the biggest defaulter |
with tax effect of Rs, 44.20 crore.




'
!

Lingited

&0

walic poticed  that M/s. Nestle lndaa |

and Moo Prism Cement Limited of |
Spucial Circle I Ernakulam repeated the default |
for three years and M/s. TV Sundram lvengar & '
Son§  Private Limited of Special Circle,
Thiruvananthapuram repeated the default for
four years

T

Docs the Department agree
with the facts and figures
wicluded m the paragraph?

e i
t

Partly agreed

—

of disagreement and also
artach copies of relevant
documents in support

IPT on sales return was allowed to the extent it is
proved with debit notes and corresponding credit
notes as per Rule 59 of KVAT Act.

‘ If not, Please indicale areas
1
it
1

i boes the Departroent agree
with
the Audit conclusions?

Partly agreed

i not, please indicate
spelific areas of
s disagreemment with ceasons
Ifor “disagrecment ard also
attach copies of relevant
documents where necessary

IPT on sales return was allowed to the extent it i=
proved with debit notes and corresponding credit
iotes as per Rule 59 of KVAT Act.




fa
(A5

“

REMEDIAL ATTION TAKEN

hnprovemernt iy 2vsiern anid

Droceaucs,

centroly.

including inleraal

' Reputy _Corovssioner, Renaulao

i M/s. Godra) &‘H ayce manvfacturing To. Ltd
TIN, 32070248212/ 12-13

The Audir obijecson was examined and the assessee
'has submitted debit  and credit notes to prove sz %e*
return for an anvount of Re, 13533617.25 with tax eifect
df  Re. - 18,14,76R.85 leaving sales  1efurn nf
R<.28.88 880/ with tax effect of Rs. 4,55.634/- not
covered by debit note and credit notes, Qut of the debir
‘nove and credit note submitted to prove the sales return
Ctwio credit notes bearing No KEN 9500987 and 9600983
are related to the sales originated in the previous year
[ 2017112 having tax effect Rs. 3787.50 + 757.50 {Total
Rs. 4545/},  So tax claim for an amount of Rs
18,17,223.95 was allowed afier disallowing Re. 4545/ -
The iax affect of Rs. 4,55,634/- on sales return of {is
| 36,88,880/  which are not covered by Debit Note and
Credic Notes are disallowed and  added badk along with
| Rs. 4345/- totaling to 460179/ as reverse tax in the
| assessment order.

[ Counsidering these aspects rhe a‘:sessm‘c;u. has been

icomplztud vide crder Mo, 22070248212/2012-15 did
50,127 =2nd the addivonat ‘.z.-mand created is Rs

| 20,50,417/-(VAT) and Re. 11,890,242/ linterest)

| respectively.

[ The sscessee filad WPC) 0340 of 2018 balore the
CHonble High Court of Kerale, and the High Courr vide
its judoement did. 19.02.2018, dirccted the asscsses to

1
[

+ file beforc Deputy Commisstonsr (Appeais) ane granted
' 1 stay agaiust redlization of amount r;lh orders a.e passed
by the Lepuly Comimissionzi {Appeals) on the stay
-1 spplicarion Filad by the assessee. The appeal 1= pending

g g 13

| before the Deputy Cormniissiorer (Appea's) Ernckulam,




') | Recovery of overpayment
pointed out by audit
|
() | Recovery of under assessment,

| short levy or other dues

(d) TModification in the schemes
and programmes including
financing pattern

(e) | Review of similar cases /
complete scheme / project in
the light of findings of sample
check by audit findings of

| sample check by audit.

O




L]

%o
ACTTON TAKEN WJOTHES ON 'S REPORTS
b gald H}m artmen' L‘ C’L\f\flﬁx ALCTAMES
TS, I, - TR R e = i e
: i * | Non adhﬂrt ‘nee o provisions of Act and Rules while
by Subjezct/Title of the Review | corapleting the assessment
i I PereEyapi |
e e - | Excess cloiw of special Rebate §
(c) Paragraph No. | 2.4.7.6{7)
i .
(o | Report No. and Year C & AG report for the vear ended 31-3-2015
1
e B! il A,;h,k,,m_____ - : l
0| @ i Date of receipt of the Drafi
l Para / Review in the Department
|
(b} ! Dte of Department's Keply
1 As be “Secrion 12(1) of the Act, a dezler is Ceniitled o
| "dedur from the tax payable by him. a sum equa! (o the
tax paid under sub-Section (2) of Section & whe-a sucl
I goods are interded for resale or for use m the
manufacore” of taxable goods or for use .. the
exscution of works contract ou for e as ccntai' er'; or
‘ ' ' packing materials for the packing of taxable goode io
‘ ' the state. <
| 15 st of Paragraph/Review Andit poticed that three out of seven « .:'{15?7:.«'1
: whose -eiurns were scrutinisad v fwoe  assessaient
| - ‘ circles .ad availed special wehate of Rs. .12 Qore
i ! against = purchase tax due < paid amounting to Rs. 5,97
i | i crore during the year 2032 - 15, Since the clam. ot
E e " " special tebare vannot be I excess of puarchnge fax due.
| | ' ‘ the exces: clmm »f special rebase resvited 1o shor levy
. , : of tax including interest and ponalty of Re. 051 crove,
|
T .y cn N o .
| ‘| | Does the Department agree with
PV ) the facts and figures inciudes .3 o
i __ithe paragraph? e e o . ;
Iff not, Please indicate arveas of !
0 . Cor . . {
(b) disagresment and also’ atrach | Yince the special rebate can be cariv forward to the newi |
: dopies of relevaat documoats it period, there is no irregularity in thie case
support
, vP . u —
> \ Does the Deparonent agree with
y (s 1 e No
rhe Audit conclusions?
If not, please indicate specific
greas of .disagreement with | . ,
” » g ast ) ' Since the special rebate cen be carry forward fo the nex
{h) | reasons for disagreement .and ) . i o b T
e : i perind. there is po irregularity in this case
' alse attach copies of reievant - -
i documents where necessary |
| | S n IS5 e P il L, - R i - B

©
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Vi REMEDIAL ACTION TAKEN

a) | Improvement in system and
procedures, including internal
! controls.

1

M/s. St. Mary's Rubbers Pvt Ltd—
320{30276345/ 12-13

The assessee had claimed Special Rebate of Rs.
41322678.00 which consists of special rebate for the
period from March 2012 to February 2013, since the
special rebate can be carry forward to the next return
period. So the special rebate carry forwarded by the
assessee found correct.

(b} | Recovery of overpayment
pointed out by audit

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

{1} | Modificatrion in the schemes
and programmes including

= ’”‘Jr financing pattern

{21 | Review of similar cases /
complete scheme / project in
rhe light of findings of sarnpie
| check by audit findings of

| sample check by audit.

21
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ACTION TAKEN NOTES ON @ % AG’S REPORTS

i

[1 Tty | Deparmment | COMMIERCIAL TAXES ]
' | | Non adherence to provisions of Act and
' Rules while completing the assessment !
Subject/Title of the Review
(b) ; , )
Paragraph . Irregular claim of exemption from the
i | contiact recerpr by dealers who oprted to pay
% , | tax under compunding scheme :
i
{c) | Paragraph No. 2.4.7.6 (9)
i —— S — - - U —— - - -
J (d) | Report No. and Year | C &AG report for the year ended 31-3-2015
s e s e et ——t
n @) Date of receipt of the Draft
| ?zra / Review in the Department
__._T.___._......f_. e o e e MYy < i
' (b) I Date of Department's Reply |
| ! do '
| | Cist of Paragraph/Review

As per Section 8(z) of the Act, a
dealer. instead of paying tax under secrion
: 6, can opt for payment of tax at the rate
i  stipulated for the whole amount of contract,
As such, a dealer who opted to pay tax under
Section 8(a), is not eligible to deduct any
amount from the contract receipt received by
him. This position was upheld in a judicial
review by the High Court of Punjab and
Haryana 14.

Audit found that 12 out of 22 works
contractos/builders in four assessment circles
had availed exemption of the value of land
amounting to X 33.14 crore from their
contract receipt to arrive at the taxable
turnover. This is against the provisions of the
Act and had resulted in short payment of tax
including interest and penalty of %3.30
crore.

Audit observed that arnongst the
defauliers, M/s.Hilite Builders of Works
Contract Office, Kozhikod was the biggest
defavlter with tax effect of ¥ 1.19 crore.
-Audi: noticed that M/s.Pazheri Properties f |

.
|




b

”ﬁ{‘wl-;ymc' (F)Led of Works Centract_—f)ffica :
Kezhilode repeatcd the default for three |

years.

|

Audit found that accepiance of |

returns of the dealers who wre not adhering |

to the provisions in the starute led to evasion
Of tax.

Does ihe Department agree with
' the facts and figures included in
the paragraph? L

Partly Agreed

swpport

If nut. Please indicate areas of
disa; cemeint and also atiach
| copies of relevant documents in

Eligible ¢xemption e¢n sub-contract and land
value arz allowed while completing the
assessment.

| .
| Uoes :he Depanment agree with
| the Audit cenclusions?
|

Partly Agreed

] _

| not.
L ECeAs

pieose indicate specific
| i disagreement  with
jreason. for disagremment and
i At coples of relevant

1
ianes
L

&
docuny-ots whe s iecesss 'y

i
Uligible exaption on sub-contract and land |
value are allowed while completng the
assessment

-!'
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|
i

{

7‘15?1-,::-;_:\-3;';1#;4{ in system and | 9, Sreerosh Projeries {P} Lid )
proceduces, jne'luding
internal corirojs

e e L

. | befsre th:j—.!,l)gputy. Commissicner {Appeais). Kozhikode
cland the Deputy Cormmissioner {Appeals), Kozhikode

E LA T
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REMEDIAL ACTION KN

et —————— T e -

32121266804, 5012 13

The agsessinent for the year 2012-13 has been
completed as per Order No. 32121266804/2012-12
dated 03.11.2015 by alfowing exemption on sub-contract ,
proved with Form 20p and eligible land valye and |
created an additiona, demand of Rs.4,61,207/- (Tax) & }
Rs.1,38,,362/- (Interest) and Total Re.5,99,560,-,

|
!:
|

i

I Aguinst. the order, the assessee preferred appeal !

P{befoge the Depuy Cemmissioner (Appeals), Kozhikode {
and: the appsliate au hority dismissed the appeal on
1 11.10.2017, Aggrieved by this order, the assessee filed
.appeal before the Hon'ble High Tourt of Kerafa (WPC
1.630/'1;8)-;andthe- Hon.ble High Court of Kerala srayed

iurther proceedings. !

10. Sreesosh Broperdes 75y 1ig -
32121266804,2017 .4

Based on ihe audit obiection the assessmeny for the |
j¥ea0 2004 i+ has' beer, canpleted as per Orde No.
32121260803/ 13-14¢  dai g 15.02.2016 creatmy  arp
additional demand of Rs.¢ 55,422/-, (Tax R8.5,41.671/.,

Interest Rs.1,13.75 L)
] )

a
{
.’
j
H
|

: !
. B t

Agdnst the order the assessee preferred spueal i

r

t

|

|

)

j

!

dismissed the appal 011 11..0.2017.

J
Aggrievey by the order, the assessee filed 2 appeal !
bervre the Hon'ble [Tigh Cout of Kerala as per W20
| 610/17 and the :Hon’bie High Court of Keraja sr::—zymif
further proceadings. f

ﬁf&‘.’%ﬁﬁé‘v@féﬁ&(“‘“‘” = = =
! 321212668045/20611.12 {f

{fmmpleted, considering the jand valie as wer Order Mo,

: _3212120564?5/1}12 dated 20.09.2014 Tredting  an

Ele D tes poras | ggﬁijg@gagal_gi_émzmd of 85.,38,644/.

{ The assessment for the year 2013.12 has besn )
f
|

I
|
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Against the order, the assessee fifed appeal before
the Deputy Commissiorcr {Appeals) Kozhikode and the
appellate authority directec Lo modify the assessment as
per VATA No. 06/15 dated 08.05.2017.

| 12. SB Developers
321212668045/2012-13

Based on the audit objection the assessment for the
year 2012-13 has been completed as pet Order No.
52121208045/12-13 dated 20.09.2014, creating ar
additional demand ofRs.2,01,464/-.

Against the order, the assessee filed appeal betore the
Deputy Commissioner (Appeals), Kozhikode and the
Deputy Commissioner (Appeals). Kozhikode moditied the
order as per VATA No. 07/15 ‘laied 08.05.2017.

w
13. Peeline Buiiders and Devaolopers Fvt. Lid
32111511849/2012-13

Based on the audit objection che assessment has been
completed vide order no. 32111511849/2012-13 dtd.
58.10.2017 and created additional demand Rs. 72,765/-.
The demand is under RR.

14. M /5. Pentium Constructiop
32311514595/2011-12

Based on the audit objection the 2ssessment has ’
been completed vide order no. 32111514595/2011-12

did, 08.01.2018 and created additional demand Rs. |
11,33,570/- and Interest Rs. 7,92,499/-. The demand is |
under RR. oo
' |

18. M/s. Jayaral Properties
3072015935/2010-11

Based on the audit objection the assessment for

| creaiing ‘an additional demand of Re 2.80.026/-(VAT)

the year 2010-11 has been completed u/s. 25(1) vide .
order No,32072015925/2010-11 dated 29.09,2012

and Rs.49.900/- (Interest). The damand is under RR,

St nm A kR il D b il s T
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(D)

i S

' Recovery of overpayment

pointed out by audit

Recovery of under

assessment, short levy or
other dues

L )

()

Modification in the schemes
and programmes including
financing pattern

(e)

Review of similar cases /
complete scheme / project
in the light of findings of
samnple check by audit
findings of sample check by
audit.
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ACTION TAKEN NOTES ON C & AG’S REPORTS
1 (a) [Depariment STATE GOODS AND SERVICE TAX
Subject/Title of the Review 4
(b) {Paragraph ‘Result of Audit
(c) aragraph No. 2.3
[(d) |Report No. and Year C & AG Report for the year ended 31.03.2015
1 i) IDate of receipt of the Draft Para /
Review in the Department
(b) |Date of Department's Reply
(48 Gist of Paragraph/Review Test check of the records relating to KVAT

/KGST and CST assessment and connected
documents in 160 out of 169 offices of the
Commercial Taxes Department condncﬁad’ Eluring
2014-15 showed underassessment of tax and
other irregularities involving X 1,771.71 crore in

1,812 cases. which fall under the following

categories.

Sl. |Categories No. of iAmount

No. | cases :

1. |Performance Audit on ' 1 1,191.72|
“System of Assessment '
under KVAT” 3 ]

2. |Turnover escaping 976 431.611I
assessment _ =

3. |Grant of irregular 204 | 33.29"
exemption | =

4, |Application of incorrect | 44 | 13.90
rate of tax 1 4, -

5. |Grant of excess input | 140 6.34/
tax credit |

6. |Other lapses 447 | 9485
Total 1,812 177171
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—

During the course of the year, the Department
accepted underassessment and other deficiencies
{involving X 187.09 crore in 1,162 cases which
were pointed out in Audit . An amount of % 8.49
core was realised in 628 cases during the year
2014-15 of which 51 cases involving ¥ 0.60 crore
#were pointed out in 2014-15 and the rest in
earlier years,

Department recovered full amount in 3 draft
aragraph issued, pertaining to M/s. Five Star
Cone Crusher and Hollow Bricks, Peravoor and
involving X 9,69 lakh based on the Audit
observation, in November 2013.

The reasons for non/short realisation of the

Amounts in cases accepted by the Department

ere called for in September 2015, A
erformance Audit on System of Assessment
under KVAT with financial year impact of ¥
1,191.72 crore.

IV  [(a)

oes the Department agree with the
facts and figures included in the
paragraph?

Yes

(b)

If not, Please indicate areas of

of relevant documents in support

disagreement and also attach copies [NA

VvV  |(a)

Does the Department agree with
the Audit conclusions?

Yes

(b

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

of relevant documents where
ecessary

INA




Improvement in system and
procedures, including internal
controls,

betailed report spread over succeeding paras and action action

g%

3

REMEDIAL ACTION TAKEN

taken separately.

Recovery of ox}érpayment
pointed out by audit

(b)

(¢} |Recovery of under
assessment, short levy or

other dues

Modification in the scherﬁes
and programmes including
financing pattern

(d)

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

(e)

S
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s
ACTION TAKEN NOTES ON C & AG’S REPORTS
I_[(a) ] Department COMMERCIAL TAXES _
Subject/Title of the Review Performance Audit on System of Assessment
(b) Paragraph under KVAT
| _Highlights
(c) | Paragraph No. 2.4.1
(d) Repo& No. and Year C & AG report for the year ended 31-3-2015
I | @ Date of receipt of the Draft Para /
Review in the Department
(b) [ Date of Department's Reply
I Gist of Paragraph/Review Department failed to bring majority of

dealers under tax net by registering them to VAT
system. Though Economic Census 2013 reported
that there were 13.41 lakh establishments
operating with fixed structure outside the house
hold having different economic activities other
than agricultural, service and defense, during
2013-14, but only 2.20 lakh dealers were
registered for VAT in the State. Test check by
Audit revealed non-levy of tax of $.200.94 crore’
including interest and penalty on transactions of
unregistered dealers.

Non-adherence to provisions of Act and Rules
while completing the assessment resulted in
non/short levy of tax of X. 744.99 crore

including interest and penalty.

Lack of co-ordination with other Departments

in_collecting data useful for_ the completion of
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assessment resulted in non/short levy of X
117.62 crore including interest and penalty.
There was no system in place for analysis and
utilisation of the data available in the KVATIS
before acceptance of self assessments/completion
of assessments. Scrutiny of cases revealed
non/short levy of tax of %,128.17 crore including

interest and penalty due to these deficiencies.

Internal control mechanism existing in the

Department was not sufficient

(a)

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

Yes

(b)

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

NA

(a)

Does the Department agree with
the Audit conclusions?

Yes

(b)

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

NA
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VI REMEDIAL ACTION TAKEN

(a) ﬁmprovement in system and
procedures, including internal
controls,

Highlights discussed in succeeding paras.

No remarks

(b) |Recovery of overpayment
pointed out by audit

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

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

(e) |Review of similar cases /
complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit.
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ACTION TAKEN NOTES ON C & AG’S REPORTS
I | (a) | Department COMMERCIAL TAXES
Subject/Title of the Review i .
(b) Paragraph Introduction
(¢) | Paragraph No. 2.4.2
(d) | Report No. and Year € & AG report for the year ended 31-3-2015
1 @ Date of receipt of the Draft Para /
Review in the Department
(b) | Date of Department's Reply
11 Gist of Paragraph/Review The Kerala Value Added Tax (KVAT) Act,

2003 and KVAT Rules, 2005 regulate the levy
and collection of tax on sales and purchases of
goods in the State. The system of value added

taxation was introduced in the State with effect
from 1 April 2005,

VAT is a multi-stage tax levied at each stage of
the value addition chain, with a provision to
allow Input Tax Credit (ITC) on tax paid at an
earlier stage, which can be appropriated against
the VAT liability on subsequent sale. VAT
constitutes major portion of State revenue and
hence assessment of VAT has a direct bearing on
the tax collection and quality of tax

administration.

With the introduction of VAT, the concept of
assessment by assessing officers was basically

withdrawn and the system of self assessment was

introduced. Under the self assessment system, the
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dealers are required to file periodical returns and
if the return so submitted is in the prescribed
manner and accompanied by the prescribed
documents, the assessment for the return period
shall be deemed to have been completed.
Provisions for reopening of the self assessments
consequent tot he detection of any turnover
escaping assessment, application of incorrect rate

of tax etc ., have also been provided in the Act.

As part of the e-governance initiative and the
introduction of VAT, the Department had
introduced an application software system called
KVATIS, to capture the complete workflow of the
Department in all functonal areas. The main
objective of KVATIS we: to develop a user-
friendly IT solution fcr the effective and
transparent tax administ ation with maximum
tax collection and thereby reduce the tax evasion
and corruption, The project also aimed at greater
tax compliance by simplifying the procedures and
timely delivery of better services to the
stakeholders, The application software became
operational during 2007-08.

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
v | @ Does the Department agree with Yes

the Audit conclusions?
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(b)

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

NA
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1 To
A REMEDIAL ACTION TAKEN
f?a) Improvement in system and No remarks
procedures, including internal
controls.

(b) {Recovery of overpayment
pointed out by audit

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

(d) |Modification in the schemes
and prograrnmes including
financing pattern

(e) {Review of similar cases /
complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit.
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= ACTION TAKEN NOTES ON C & AG’S REPORTS
I (a) Department COMMERCIAL TAXES
Subject/Title of the Review e
(b) Paragraph Organisational setup
(c) | Paragraph No. 2.4.3
(d) | Report No. and Year C & AG report for the year ended 31-3-2015
T | () Date of receipt of the Draft Para /
Review in the Department
(b) | Date of Department's Reply
m Gist of Paragraph/Review The organisational setup of the assessment wing
of the Department.
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@ the Audit conclusions? Tes
If not, please indicate specific areas
of disagreement with reasons for
(b) | disagreement and also attach copies | NA
of relevant documents where
necessary
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VI REMEDIAL ACTION TAKEN
(@) |Improvement in system and No Remarks

procedures, including internal
controls.

(b)

Recovery of overpayment
pointed out by audit

(c)

Recovery of under assessment,
short levy or other dues

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

(e) |Review of similar cases /

complete scheme / project in
the light of findings of sample
check by audit findings of
sample 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 A
(b) Paragraph Audit Objectives
(¢} | Paragraph No. 2.4.4
(d) | Report No. and Year C & AG report for the year ended 31-3-2015
Date of receipt of the Draft Para /
I }() B -
Review in the Department
(b) | Date of Department's Reply
The review was conducted to ascertain
whether: the taxpayers are identified properly
and the assessments are done according to
provisions of the Act, Rules and orders. The
) assessment criteria has been prescribed for
I Gist of Paragraph/Review _
selection of files for detailed scrutiny and if so,
the selection was made as per the prescribed
criteria. a mechanism has been established to
monitor internal control and the quality of the
assessment orders.
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
Vi@ the Audit conclusions? ass
If not, please indicate specific areas
of disagreement with reasons for
(b) | disagreement and also attach copies | NA

of relevant documents where

necessary
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VI REMEDIAL ACTION TAKEN
(a) Irn}grovement il;.—grstem and . No Remarks
procedures, including internal
controls.
(b) |Recovery of overpayment
pointed out by audit
(¢) |Recovery of under assessment,
short levy or other dues
(d) [Modification in the schemes
and programmes including
financing pattern
(e) |Review of similar cases /

complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit.
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ACTION TAKEN NOTES ON C & AG’S REPORTS
I (a) | Department COMMERCIAL TAXES
Subject/Title of the Review ' ‘ i
(b) Par é]graph Scope and methodology of audit N
(c) | Paragraph No. 2.4.5
(d) | Report No. and Year C & AG report for the year ended 31-3-2015
1 | Date of receipt of the Draft Para /
Review in the Department
(b) [ Date of Department's Reply
m Gist of Paragraph/Review The performance Audit (PA) was conducted

between February 2015 and September 2015
covering the period from 2010-11 to 2014-15 .
Audit selected 36 out of the 73 assessment circles
in six districts (fifty per cent) . This selection was
based on simple random sampling method. At
each assessing officer's level, assessment files
were selected through risk analysis based on
gross turnover (GTO), commodity dealt, ITC
claimed, sales return, check post transactions etc.
During the audit, inter-departmental data from
Customs department on imports of goods by
dealer along with the data from other Gentral /
State Government agencies were gathered to
cross verify the same with the inputs provided by
the assessees in KVATIS . Various Local Audit
Reports covering audit observations relating to
KVAR assessments were also reviewed in addition
to assessment records maintained at selected

units,
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An entry conference was conducted on 20 May |
2015 with the Principal Secretary(Taxes) wherein
the scope and methodology adopted for the PA
were explained. An Exit conference was held on
2015 with the
Secretary(Taxes) where-in the audit findings

01 December Principal

were discussed.

(a)

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

Yes

(b)

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

NA

(a)

Does the Department agree with
the Audit conclusions?

Yes

(b)

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

NA
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V1 REMEDIAL ACTION TAKEN

{a) ,!Improvement in system and
procedures, including internal
' controls.

No Remariié__

—(“l_)-) "I{écovery_ of overi)ayment
pointed out by audit

(¢) |Recovery of under assessment,
short levy or other dues

:_td) Modification in the schemes
and programmes including
financing pattern

(e) |Review of similar cases /
complete scheme / project in
the light of findings of sample
_' check by audit findings of
‘ sample check by audit,
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also attach copies of relevant
documents where necessary

ACTION TAKEN NOTES ON C & AG’S REPORTS
I [(a) |Department _ COMMERCIAL TAXES -
Subject/Title of the Review i .
®) | para St Audit Criteria
(¢) | Paragraph No. 2.4.6
(d) | Report No. and Year C & AG report for the year ended 31-3-2015
I | () Date of receipt of the Draft Para
/ Review in the Department
(b) | Date of Department’s Reply
The audit criteria was derived from the following Acts
and Rules.
Kerala Value Added Tax Act, 2003
] Kerala Value Added Tax Rules, 2005
111 Gist of Paragraph/Review )
Notifications and Orders issued by Government
Circulars and Clarifications issued by the Department
Circulars issued by Central Board of Direct Taxes
(CBDT) and Central Board of Excise and Customs
(CBEC).
Does the Departinent agree
IV i (a) |with the facts and figures | Yes
included in the paragraph?
If not, Please indicate areas of
disagreement and also attach
(b) : | NA
copies of relevant documents in
support
Does the Departiment agree
V [ (a) |with Yes
the Audit conclusions?
If not, please indicate specific
areas of disagreement with
(b) | reasons for disagreement and | NA
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REMEDIAL ACTION TAKEN

Improvement in system and
procedures, including internal
controls,

No Remarks

(b)

Recovery of overpayment
pointed out by audit

(c)

Recovery of under assessment,
short levy or other dues

(d)

Modification in the schemes
and programmes including
financing pattern

(e)

Review of similar cases /
complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit.
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ACTION TAKEN NOTES ON C & AG’S REPORTS

‘1 [(a) | Department COMMERCIAL TAXES
Failure to bring dealers under tax net and
b) Subject/Title of the Review consequent escapement of turnover from
Paragraph assessment
(c) | Paragraph No. 2.4.7.1
(d) | Report No. and Year C & AG report for the year ended 31-3-2015
I | Date of receipt of the Draft Para /
Review in the Department
(b) | Date of Department's Reply

111

Gist of Paragraph/Review

Section 15 of the KVAT Act, 2003 stipulates that |
every dealer whose total turnover in any year is not
less than Rs. 5 lakh shall get himself registered
under VAT, Further, this turnover shall not apply in
case of casual dealer, contractors, dealers registered
under Central Sales Tax Act, 1956 etc, Section 15
C of the KVAT Act, 2003 envisages that every person
who intends to establish an industrial may get
himself registered.

As of 31* March 2014, a total of 2.20 lakh
dealers were registered with CTD as per the data
furnished by the Commissioner of Commercial Tax.

The sixth Economic Census 2013 conducted by
the department of Economics and Statistics revealed
that there were 13.41 lakh establishments operating
with fixed structure outside the house hold having
different economic activities other than agriculture,
service and defence. Moreover, the Economic
Review (2014) of the State Planning Board showed

that the total number of small scale industries and
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Tnicro, small and medium enterprises registered in

the State as of 31% March 2014 was 2.34 lakh. The
CTD had failed to collect the data available with
other departments like Economic and Statistics,
State Planning Board, District Industries Centre,
Kerala State Industrial Development Corporation
and Kerala Financial Corporation and to make use of
the same to analysis and find whether all those
dealers who were liable to be registered under the
Act were actually registered or not. As per data
available in KVATIS, audit found that the CTD failed
to bring all the dealers under tax net who were
compulsorily to be registered. This resulted in

escapement of dealers fromi assessments and

consequent non levy of tax.

(a)

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

Yes

(b)

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

NA

(a)

Does the Department agree with
the Audit conclusions?

Yes

(b)

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

NA




i

2.2
VI REMEDIAL ACTION TAKEN
(a) |Improvement in system.and During the period earnest efforts were taken to
cpégif(igres’ including internal bring maximum number of dealers under the tax net,
The Economic Intelligence Wing of the department
after gathering data from other Government agencies,
cross verified the same with the detailes available with
the department and will distribute the cases to Joint
Commissioners/ Joint Commissioners(Intelligence) for
further proceedings under the Act. Street surveys and
test purchases were freequently conducted and thereby
the department succeeded issuing registrations to
dealers who were liable to be registered under the VAT
Act,
(b) iRecovery o-f overpayment
pointed out by audit
{¢) {Recovery of under assessment,
short levy or other dues
(d) [Modification in the schemes
and programmes including
financing pattern
(e) |Review of similar cases /
complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit.
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- ACTION TAKEN NOTES ON C & AG'S REPORTS
I (a) | Department COMMERCIAL TAXES
b) Subject/Title of the Review The system of scrutiny of returns not properly
Paragraph defined in the Act or in any guidelines issued
(¢c) | Paragraph No. 2.4.7.2
(d) | Report No. and Year C & AG report for the year ended 31-3-2015
I | ca Date of receipt of the Draft Para /
Review in the Department
(b) | Date of Department's Reply
m Gist of Paragraph/Review

Sections 22, 24 and 25 of the Act envisages
detailed scrutiny on returns filed. Audit
examined whether any criteria existed in CTD
regarding selection of files for detailed scrutiny.,
As per the Act, it is mandatory to verify all the
tax returns submitted, but has not been
prescribed whether all or any of the return so
submitted are to be scrutinized in detail by the
assessing authority. The CCT had not issued any
instructions regarding criteria for selection of
cases for detailed scrutiny . Hence the assessing
officers were selecting assessment files for

scrutiny arbitrarily.

On introduction of VAT , compulsory
assessment was done away with. Scrutiny of
returns is the only mechanism to ensure whether
legitimate tax due has been remitted to
Government account. After the introduction of

KVATIS, the Department issued instructions for
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the scrutiny of returns through KVATIS and the |
assessing authority was to endorse a certificate in
KVATIS to that effect. Audit analysed the
quantum of online scrutiny of periodical/annual
returns by assessing officers in twenty
assessment units done during 2012-13 and 2013-
14 and found the extent of scrutiny to be very

meager as shown

In the absence of scrutiny, assessees, especially
dealers having high GTO and dealers dealing in
evasion prone commodities will have a tendency

to understate their liability to-pay tax.

Government stated (December 2015) that many
parameters have been fixed for selection of
returns which are discussed in the review
meetings. For improving system based scrutiny ,
a departmental committee has furnished a
detailed proposal which will be implemented as
soon as the server constraints are resclved.
However, details of implementation of proposals
of the Departmental Committee called for had
not been furnished (January 2016).

Further, Audit called for the details of
scrutiny, both online and manual for the years
2010 - 11 to 2014 - 15. However, since online
scrutiny commenced only in 2013 - 14 and the
details of manual scrutiny during 2014 — 15 were
not complete, Audit verified the scrutiny for the
year 2013 - 14 conducted in 12 Special Circles
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and found that during the year 2013 — 14, 735
out of 4,984 assessment files were selected for
detailed scrutiny. 1In the absence of any
instructions or guidelines, -Audit found that
criteria like turnover of the dealer, commodities
dealt, the quantum of ITC availed, the volume of
goods transported into the State etc, were not
adopted in selecting the -files for detailed
scrutiny, Thus, such adhocism was affecting the
transparency in the selection process of files for
scrutiny and permitting the assessing officers to
use their discretion in selecting files, which was
currently unfettered in the absence of such
norms/guideline/instructions. An analysis of the
dealers with their GTO and selection of their files
for detailed audit.

Audit observed that more than thirty per
cent of the self assessment cases selected for
scrutiny were reopened and the assessment were
completed by creating additional tax demand. It
was noticed that the additional demand created
on the files of top dealers was more than twelve
times in respect of other dealers.

Government stated (December 2015) that
instructions have been issued setting forth
important criteria. System of centralised
selection of files has also been implemented
now. However, the details of instructions issued
for the selection of files though called for had
not been furnished (January 2016).

Audit looked at Central Revenue
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Departments such as CBDT and CBEC which
issues guidelines each year regarding selection of
assessees for detailed scrutiny. and monitoring
mechanism for assessment cases.

Audit found that no such system is
existing in the Department for selection of

scrutiny of files.

(a)

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

Yes

(b)

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

NA

(a)

Does the Departiment agree with
the Audit conclusions?

Yes

(b)

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

NA
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VI REMEDIAL ACTION TAKEN

e

(a) |Improvement in system and

controls.

e ———— e

procedures, including internal

Circular instructions and directions were issued with
regard to return scrutiny and subsequent assessment, Check
list were prepared for the parameters to be verified. Specific
work plan were fixed to complete the VAT assessment which
includes assessments based op the OR/CR files received from
the Intelligence Wing. It is mandatory to ensure that VAT
files are scrutinize in details and assessed where ever
€scapement/ suppression is found, Guidelines were issued to

offices concerned disposal of assessment as per statute.

{b) Recovery of overpayment
pointed out by audit

short levy or other dues

(¢) |Recovery of under assessment,

and programines including
financing pattern

(d) [Modification in the schemes

{e) |Review of similar cases /

check by audit findings of
| |sample check by audit, -

complete scheme / project in
the light of findings of sample
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ACTION TAKEN NOTES ON C & AG’S REPORTS
I {a) | Department COMMERCIAL TAXES
) Subject/Title of the Review Absence of review mechanism of reports of
Paragraph scrutiny
(¢) | Paragraph No. 2.4.7.3
(d) [ Report No. and Year C & AG report for the year ended 31-3-2015
| () Date of receipt of the Draft Para /
Review in the Department
(b) | Date of Department's Reply
1 Gist of Paragraph/Review

As per Circular of CCT every assessing officer
should send monthly reports to jurisdictional
Deputy Commissioners (DC) showing the details
of scrutiny such as period, number of files
selected and results etc.,, done by them. Audit
verified whether these reports were received,
reviewed and analysed to see whether the
selection of files for scrutiny was fair and
adequate and also whether any directions were
issued for strict compliance.

Scrutiny of the minutes of the monthly
conferences conducted in three districts during
2012 - 13 by the DCs revealed that though there
was lack of scientific approach in the selection of
files for detailed scrutiny, no specific directions
were issued. The monthly/ quarterly reviews
were limited only to collection of tax against the
target fixed and an analysis of reports of scrutiny
was not being done regularly.

Government stated (December 2015) that

this has been emphasised in all the review
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meetings of the Deputy Commissioners, Nodal
Officer mechanism involving senior officers is in
place to monitor every district since 2015. Also
that thematic review meeting is conducted
periodically for specific areas of evasion of tax,
Reply is mnot acceptable as documents to
substantiate the statement were not made
available to Audit (January 2016).

(a)

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

Yes

(b)

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

NA

(a)

Does the Department agree with
the Audit conclusions?

Yes

®)

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

NA
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Nt
Vi REMEDIAL ACTION TAKEN
F(a) Improvement in system and -
procedures, including internal Monthly review meetings were conducted at JC level.
copiels: Nodal officers were posted for monitoring in every district
and review report obtained monthly.
(b) |Recovery of overpayment
pointed out by audit
(¢) |Recovery of under assessment,
short levy or other dues
(d) [Modification in the schemes
and programmes including
financing pattern
(e) {Review of similar cases /
complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit. —
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ACTION TAKEN NOTES ON C & AG’S REPORTS
I (a) | Department COMMERCIAL TAXES
®) Subject/Title of the Review Time limit for completion of assessment reopened not
Paragraph prescribed in the statute
(¢} | Paragraph No. 2.4.7.4
(d) | Report No. and Year C & AG report for the year ended 31-3-2015
Date of receipt of the Draft |
I} (a) | Para/ Review in the
Department
(b) | Date of Department's Reply
As per Sections 22, 24 and 25 of KVAT Act,
2003, it is mandatory to issue notice to the dealer for
being heard about the discrepancies noticed in the
return or accounts before proceeding for assessment
to the best of assessing authority’s judgment.
However, there was no provision in the statute fixing
a time limit to complete the assessment if no reply is
received within the time limit of one to two weeks
prescribed in the notice or if the reply received from
I Gist of Paragraph/Review

the dealer is not satisfactory.

In the absence of such a provision in the
statute, Audit found that in eight cases out of 120
files test checked in three assessment circles,
assessments were not completed even after five years
though pre-assessment notices to reopen the self

assessments had been issued.

Does the Department agree

IV | (a) |with the facts and figures Yes
included in the paragraph?
(b} | If not, Please indicate areas of NA

disagreement and also attach
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copies of relevant documents
in support

(a)

Does the Department agree
with
the Audit conclusions?

NA

(b)

If not, please indicate specific
areas of disagreement with
reasons for disagreement and
also attach copies of relevant
documents where necessary
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! REMEDIAL ACTION TAKEN
(a) |Improvement in system and
procedures, including internal | Guidelines and specific work plans were fixed and issued for
conmals disposal of assessments and appeal disposed cases. The
position is being reviewed by the Joint Commissioners
concerned.
(b) |Recovery of overpayment
pointed out by audit
(¢) |Recovery of under assessment,
short levy or other dues
(d) |Modification in the schemes and
programmes including financing
pattern
(e) |Review of similar cases /

complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit.
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ACTION TAKEN NOTES ON C & AG’S REPORTS
I __|(a) [Department | COMMERCIAL TAXES
Lack of a Department Manual to formulate a
(b) Subject/Title of the Review system in the assessment of tax under KVAT
Paragraph Act
(c) | Paragraph No. 2.4.7.5
(d} | Report No. and Year C & AG report for the year ended 31-3-2015
i1 | Date of receipt of the Draft Para /
Review in the Department
(b} [ Date of Department's Reply
After the introduction of the KVATIS, the works
attended by the supporting staff in the
assessment circles were considerably reduced
due to automation of functions. Thus, the
Department could have utilised their service
effectively in areas such as scrutiny of returns of
presumptive tax dealers/returns with less
turnover reported, conduct street survey etc.,
) towards ensuring better tax collection regime,
m Gist of Paragraph/Review
Audit observed that though the
Department issued directions specifying the
duties and responsibilities of the Assessing
Officers and clerks, the duties mentioned for
clerks in the circular were nét relevant atter the
introduction of KVATIS system. The directions
were silent on duties and responsibilities of other
important categories like Inspector, Junior
Superintendent etc.
Does the Department agree with the
IV [(a) |facts and figures included in the | Yes
paragraph?
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(b}

If not, Please indicate areas of
disagreement and also attach copies

_of relevant document_s in support

NA

V | {(a)

Does the Department agree with
the Audit conclusions?

Yes

(®)

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

NA




complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit,
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VI REMEDIAL ACTION TAKEN
(a} |Improvement in system and At present registers are being maintained properly
E;?:;f;‘:res’ including internal and more over all pre-GST arrear details are available
in the pre-GST arrear module of the GST back — end.
(b) |Recovery of overpayment
pointed out by audit
(c} [Recovery of under assessment,
short levy or other dues
(d} |Modification in the schemes
and programmes including
financing pattern
(e) |Review of similar cases /
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ACTION TAKEN NOTES ON C & AG’S REPORTS

Non adherence to Provisions of Act and Rules while
completing the assessment

. Paragraph No.
o

tipulates that every

dealer whose tota] turnover in a year exceeds rupees sixty




Audit observed that amongst the defaulters, /s

Hindustan Unilever Limited of Special  Circle

* Pour jn pag Moving Consumer Goods with tax
effect of Rs, 51.09 crore,

Three in batteries with tax effect of Rs. 4.50 Clucn
Eighteen in multiple commodities with tax effect
of Rs. 142.21 crore.

us, failure of assessing officers to adhere to the
Provisions of the Act and rules resulted jn non-detection

of irreg ularities,

Does the Department agree
(a) ith the facts ang figures No
included in the paragraph:
If not, Please indicate areas
of disagreement and also
NA
attach  copies of relevant
“ocuments in support
Does the Department agree
ith No




[~ f not, please indicate

specific areas of
disagreement with reasons
()] ) NA
for disagreement and also

attach copies of relevant

documents where necessary

VI REMEDIAL ACTION TAKEN

(8) [Improvement in system

nd procedures, including [SL. No, 1 M/s. Godrej & Boyce Mfg.Co. Ltd

internal controls (TIN- 320702482 12/13-14)

While completing assessment, the above audit objection

was considered and additional demand to the extent of Rs.
12,12,893.23 /- (tax) and Rs, 4,55,948/- (interest) was created
(Order No, 32070248212/13-14 dtd 19.05.17).

Sl. No. 2 M/s. Benetton India p, Ltd.32070286289

{TIN / Year 2013- 14)

A pre-assessment notice dated 10.05.2016 was issued to the
dealer. The dealer filed a reply with a reconciliation ofthe
figure as below:-

Item As per annual |As per audited |Difference 7

return statement

Local sales 1,80,39,805.00 1,71,66,443.00 -8,73,362.60

Stock transfer 9,240.00 32,97,557.00 32,88,317.00
TV

Total 1,80,49,045.00 2,04,64,000.00 24,14,955.00

An amount of Rs, 8,73,362/- was excess reported in local
sales whereas branch transfer out for Rs, 32,88,317/- was short

reported in the annual return, So there is no additional tax

| liability in the instant case but actually there js excess paymentJ
=—— _L__________________ ————— 77 =TT payme:
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of tax on turnover of Rs, 8,73,362/-, The branch transfer
Supported by declaration in Form F for Rs, 32,97,557/.,

SL. No. 10- Mys. Supermax PersonalCare(p Ltd.
(Tm3207o31083212012-'131

For the above year, the assessee conceded an amount of
Rs.3,38,91,227/~as income received under the head ‘others’ in
€ audited statement in13/13A.The sale bills produced by the
dealer were verified and it was ascertained that thjs amount
ertains to free jssyes given as discount tg dealers. As thege
Boods were issued for no valuable consideration and shown
through sale bills, the assessee is eligible for deduction of the
amount, as no tax element ig involved in thijs case .Hence the

audit enquiry may kindly be dropped,
SL _No. 1i. M/s. _Supermasx PersonalCare(p) Ltd.
TIN320703 10839/(20 13-14

and also inclusjve of certain other irregularities noticed on
erification, assessment for the year 2013-14 hag been
ompleted. Additional demand created Rs. 1,21,126.00(Tax Rs.
70,834.00 and interest Rs, 50,292,00)

This amount js adjusted along with balance interest from
€ €Xcess amount pertaining to the year 2011-12.
ax due for the year 2013-14 . Rs. 70,834.00

nterest from 4/14 to 9/2020 o Rs. 55,250.00

imount adjusted from 207 1-12 ag



A

Jper modified :  Rs.1,26,084.00
Order No. 32070310839/201 1-12
da_ted 06.10.2020 . s T Esm e e —

51.No.12 M/s. Reliance Trends Ltd (TIN 32070422 103/13-
14)

The Accountant Genera] has pointed out that M/s
Reliance Trends Ltd Ernakulam TIN: 32070422 103 has shown
an amount of Rs. 3,74,79,405/- as other receipts for the year
2013-14 in the audit report but the same has not been
returned. On the basis of the above objection the assessing
authority issued notice under section 25(1) of the KVAT act
2003 to the dealer and verified the books of accounts and
found that M/s Reliance Trends Ltd has been merged to M/s
Reliance Retails Ltd gg per the-order number in Company
Scheme Petitions in: 129/2013 connected with Company
summons for direction No : 98,2013 of the Hon’ble High Court
of Bombay . It was also noticed that this amount has been
realised by the dealer on the sale of business as whole to
Reliance Retails Ltd holding TIN: 3270482695,

The amalgamation has been taken place between the
companies as per the powers vested upon the Article 391 to 394
of the Companies Act 1956,

Article 394 of the Companies Act 1956 is reproduced
for kind perusaj:-
394. PROVISIONS FOR FACILITATING RECONSTRUCTION
AND AMALGAMATION OF COMPANIES (1) Where an
application is made to the 1 [Tribunal] under section 391 for

the sanctioning of a compromise or arrangement proposed

between a company and any such persons as are mentioned in
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that section, and it is shown to the 1 [Tribunal] - (a) that the
compromise or arrangement has been proposed for the
purposes of, or in connection with, a scheme for the
reconstruction of any company or companies, or the
amalgamation of any two or more companies ; and (b) that
under the scheme the whole or any part of the undertaking,
property or liabilities of any tompany concerned in the scheme
(in this section referred to as a "transferor-company™ is to be
transferred to another company (in this section referred to as
"the transferee-company") ; the 1 [Tribunall may, either by the
order sanctioning the compromise or arrangement or by a
subsequent order, make provision for all or any of the
following matters : (i) the transfer to the transferee-company
of the whole or any part of the undertaking, property or
liabilities of any transferor-company ; (ii) the allotment or
appropriation by the transferee-company of any shares,
debentures, policies, or other like interests in that company
which, under the compromise or arrangement, are to be
allotted or appropriated by that company to or for any person ;
(iii) the continuation by or against the transferee-company of
any legal proceedings pending by or against any transferor-
company ; (iv) the dissolution, without winding up, of any
transferor-company ; (v) the provision to be made for any
persons who, within such time and in such manner as the }
[Tribunal] directs, dissent from the compromise or
arrangement ; and (vi) such incidental, consequential and
supplemental matters as are necessary to secure that the

reconstruction or amalgamation shall be fully and effectively

carried out .

Rule 10 (1) () of the Kerala Value added Rules 2005 is detailed
below for kind perusal:-

= e, |
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]Rule:lo Determination of Taxable turnover (1) In determining

S

the taxable turnover , the amounts specified in the following
clauses shall, subject to the conditions specified therein be

deducted from the total turnover of the dealer :-

C

lause (f):- all amounts realised by a dealer by the sale of his
]business as a whole

From the above it is clear that a] the actions of the

dealer is as per the Article 291 to 294 of the Companies Act
1956 and the amount received by way of such transfer of
business as whole exempted from the tax ag per Rule 10(1) (f
of the Kerala Value Added Tax Rules 2005.

. no. 13 M/s. Tata Autocomp GY Batters (P) ILtd

32071313204/2013- 14

Rs. 1.86 Crore than the audited accounts.

Sl. no,14 Berger Paints India Ld.- 32150254454 / 20 13-14

The audit observed that the dealer hag not short returned

The assessing authority has reported that the
dealer allowed discount amounting to Rs. 1,85,93,854/-

through sales invojces during the year 2013-14, This has been
duly conceded in the statutory audit report in Form No. 13A

under the head “others”, As per explanation I}, any
discount on the price allowed in respect of any sale where such
discount is shown separately in the tax invoice and the buyers
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. Thus discount is ag allowable

deduction under the KVAT Act 2003 and hence the case is not

sustainable,

|
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Berger Paints India Ltd. is an assessee registered
with TIN 32150254454 on the rolls of the Assistant
Commissioner, Special Circle, Mattancherry at Aluva. In the
annual return for the year 2013-14, the assessee reported local
sales turnover of Rs.2,97,90,61,023.00 , interstate sales
turnover of Rs.1,53,49,734.00 and Inter state stock transfer
Out of Rs. 3,03,28,33,745.00 In the audit report filed in 13,
13A for the year 2013-14, the assessee reported local sales
turnover to the tune of Rs.2,97,92,88,674.00, Interstate sales
turnover of Rs.1,54,97,219.00 and interstate stock transfer out
of Rs.4,74,37,778.00. The total turnover as per annual return

and audit report is given as under --

As per Annual Return
Local Sales E Rs.2979061023.00
[nterstate Sales 0 Rs. 15349734.00

Interstate Stock Transfer Out - Rs. 38422988.00

Rs. 3032833745.00

As per Form 13,13A

Local sales H Rs.2979288674.00
Interstate Sales : Rs. 15497219.00
Stock Transfer Out : Rs. 47437778.00

Rs. 3042223671.00

Difference in turnover : Rs. 9389926.00
Other Receipts reported in 13,13A :Rs. 17737721.00
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Total Difference in turnover reported : Rs.2,71,27,647.00

The assessee filed Audit Report on 03.03.2015 along with |
a copy of reconciliation statement explaining the difference
between annual return and 13,13A figures certified by the
auditor

Other receipts returned to the tune of Rs.1,77,37,721.00

. . . . |
in the audit report was entered in part F Debit note column of ]

annual return and corresponding tax was paid by the assessee.
The assessee gave an explanation that the Debit note issued
was towards reversal of various benefits given in invoices. The
debit note was not for purchase returns as in usual case.Hence
the debit note issued is not supported with c:'c)rresponding|
credit note.

Also there was mistake in uploading monthiy returns in

local sales turnover and interstate sales turnover to the tune of

Rs.3,75,136.00 for that year.  There was also a difference in
Interstate stock transfer Out amounting to Rs.90,14,790.00. :

The assessee filed request for revision of returns pointing |
out these defects on 04.07.2015.Accordingly permission wasI
given to revise monthly returns and the assessee revised
monthly return for the year 2013-14. Revision of annual return J
is pending.

Hence no loss of revenue occurred in this case.

!
Sl.No.15.Hindustan Unilever Limited 32150254454/2013-14 |

Amount mentioned in the C&AG report as “Other receipt not
returned”could not be traced out from the returns an audit
report filed by the assessee. It is requested to view the

clarification on the figure arrived for further action. |

SL. n0.18 Tata Coffee Ltd./2013-14(TIN-32150341855) |

______ e S e i —_— e
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The audit objection raised is that as per the P/L account|
and the schedules attached the dealer has shown an other}
income of Rs.569.98 crores which is not reflected in theirF
annual return. Verification of the books of accounts revealed
the facts stated below :- ‘

The dealer is a  Limited Company having
registered office at Bangalore with extensive operations in
Karnataka, Tamilnadu and Kerala and some trading activities

in other states. The annual report from which the above figure

of income aggregating Rs.569,98,760.71/- has been extracted .|
contains the operations results of the Company as a wholej
including Karnataka, Tamilnadu and Kerala. The sale of goodsf
transactions related to Kerala have been fully reported in the |
returns filed in Kerala. The rest of the account is of
transactions that have taken place outside the state and not
eligible to tax in Kerala. It is also submitted that the s:aid|
turnover represents global income of Tata coffee limited andf
do not contain any element of turnover taxable under theJ
Kerala Value Added Tax Act 2003. The breakup of the different

heads of income declared in the profit and loss account is as

follows:-
Profit on sale of Scraps for Rs.  2,61,26,236.94
Miscellaneous income of Rs. 3,00,77,091.16

Income from sale of Fixed assets __7,95.432.61
Total - 569,98,760.71
* Profit on sale of Scraps for Rs 261.26 Lakhs:-

State Division Value ',I
Karnataka Plantation 42,51,081.96 i
Tamilnadu Anamalai 1,57,47,238.59 :

,Theni f
Telengana Toopran 61,27,916.39 :
Total 2,61,26,236,94 i
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* The state wise break up of miscellaneouys
300.77 lakhs is as followrs:-

income of R]

Total |
State Income Head Value State Wise
forfeiture of
Customer credit
balance
(Timber Valye
Karnataka Addition) 2,02,264.00
Rebate by
Karnataka Supplier 5,75,159.00
Discount by
Karnataka Supplier 2,91,429.00
Generator
Karnataka | Service 22,992 .00
Credit Card B
Discount by
LKarnataka Bank 25,217.00
Room
Cancellation
Karnataka Charges 1,27,627.00
Golf/Other
Karnataka |usage charge 51,209.00
Helper charges
Karnataka |(TCS) 1,22,944.00
1,16,99,739.
Karnataka HUSK SALES 00
Karnataka | MISC INCOME 11,90,920.00
Stale Cheque
Karnataka |Reversal 60,794.00
Karnataka | Air India
Limited - 13,417.00
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Incentive

Received

Karnataka

MTNL Deposit

receipt

5,896.00

Karnataka

Guest House

Stay Charges

4,500.00

Karnataka

Dividend
Received from
Joonktoll Tes

industries

2,695.00

Karnataka

Stay Charges of
Mr.SKK
Received from

Tata Reality

15,342.00

Karnataka

Incentive
received from
HDFC Bank:

5.63,500.00

Karnataka

Credit received
from Tata Tea -

Kolkatta

2,64,044.40 |

Karnataka

Others - R/Off

16.02

Karnataka

Received d
from DR,
V.BANDHU-
PASCHIM
VIHAR,DE

840.00

Karnataka

Customers
Credit Balance -
old balance

written off

5,029.27

Karnataka

OTHER MIS
RECEIPTS (UPS
JET EXPRESS)

4,494.79

Karnataka

Old Credit

Balances -

12,45,437.33




49

Write Back

Karnataka

Old Customer
Down
Payments -
Write Back

2,60,145.60

| | Karnataka

Old Employee
Balances -
Write Back

33,204.00

Karnataka

Prov for
Doubtful
Advances

Reversed

2,21,311.00

Karnataka

Debit Note on
Starbucks Inc
towards under
absorption of
OH

22,56,480.00

Karnataka

Stacking
charges

5,106.20

Kamataka

Rounding Off &
Others

626.77

Karnataka

Sale of Coffee
Plants

10,200.00

Karnataka

Sale of Seed
Coffee

46,631.70

Karnataka

Forfeiture of
EMD

3,43,000.00

-' Karnataka

Clinic retail

sales

3,53,384.85

Karnataka

Elephant
damage

compensation

Karnataka

Insurance claim
on damaged

coffee

58,600.00

5,46,629.00

{ Karnataka

Other

miscellaneous

1,53,561.23

2,07,84,38 |
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income

6.16

Kerala

Cattle fee
recovery from

employee

20,135.00

Kerala

Licence fee
recovered
BAZZARMAN/
RATION SHOP
KEEPER ETC

1,416.00

21,551.00

Tamilnadu

Dare product
sale and School
van fee

recovery

4,80,368.00

Tamilnadu

Income from
medical
treatment to
Non company

patient

10,42,299.00

Tamilnadu

Cattle fee
recovery from

employee

1,81,215.00

Tamilnadu

Licence fee
recovered
BAZZARMAN/
RATION SHOP
KEEPER ETC

12,742.00

Tamilnadu

Orhodox tea
subsidy

provision

7,55,025.00

Tamilnadu

Port Services

24,95,810.00

Tamilnadu

Duty Drawback

14,33,750.00

Tamilnadu

TED Difference

4,02,090.00

Tamilnadu

Others
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1,620.00

Tamiln_adu

Duty Drawback

9,23,208.00

Tamilnadu

Pot Services

Refund

2,53,650.00

Tamilnadu

Capitalized
Duties trfd to

Income

8,13,591.00

87,95,368.
00

Telangana

BROKERAGE
COMMISSION -
CSAV GROUP

972.00

Telangana

REVERSAL OF
OSL

18,000.00

Telangana

RECOVERY-RE-
PROC CHG-4
MT OLD STCK
FRM WOODS
BERRY

80,000.00

Telangana

FREIGHT
CLEARING
DIFFERENCE
AS ON
31.12.2013

3,17,617.00

Telangana

SEC DPST OF
OLS
CUSTOMERS
ABSORBED

1,918.00

Telangana

SEC DPST OF
OLS
CUSTOMERS
ABSORBED

54,214.00

Telangana

SEC DPST OF
OLS
CUSTOMERS
ABSORBED

3,065.00

4,75,786.0
0

Total
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3,00,77,09
Miscellaneous 1.16

Income

e The state wise break up of income from sale of Pixed

assets is as follows:-

State P/L on sale FA
Karnataka 10,052.30
Tamil Nadu 11,54,787.87
Telengana -3,69,407.56
Grand Total 7,95,432.61

It can be ascertained from the above table, except for
cattle recovery fee and licence fee for shops, both of
which are not liable to tax, all the transactions do not
pertain to Kerala. Hence the entire amount shown is tax

exigible to tax in Kerala.

SI No, 20 Kunnath Paper Mills Pvt. Ltd 32090221945 /
2013-14
R

The Accountant General has pointed out that M/s.
Kunnath Paper Mills for the year 2013-14 disclosed sales
turnover of Rs. 35,16,73,567/- in the Audit Report, whereas
Rs.15,34,57,467/- in the Annual Return. This resulted in sales
variation of Rs.19,82,16,103/-. The Deputy Commissioner,

Special Circle, Palakkad has reported that pre-assessment

notice under section 25(1) issued to the dealer and they
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replied the variation is on account of amalgamation of another

company M/s. K.T Francis Paper & Boards as per the direction
of the Hon'ble High Court. The dealer produced copy of
Judgment, Annual Return of K.T. Francis Paper & Board, copy
of RG-1 Register and explained that the turnover Rs.
19,82,16,103/- is related to the_another company M/s. KT
Francis Paper and Boards (P) Ltd. which had been
amalgamated to their company pursuant to the order of
Hon’ble High Court of Kerala. Accordingly the total turnover
for the year as per the financial statement as on 31-03-2014 is
the sales turnover of both their company and KT Francis Paper

and Board variation is reconciled as under:

Total turnover as per 15,34,57,464.00
annual return

Less |Excise duty and Cess 65.50,765.00

Total | 14,69,06,699.00

Less |Interstate sale of 4.,55.000.00

machinery

Total | 14,64,51,699.00
15,03,86,822.00

Add {Sales turnover of KT

Francis & Boards

(Excluding Excise

Duty)
Add |Interstate Stock

5,48,35.046.00

Transfer (out) of KT
Francis  Paper &

Boards

Total | 35.16,73,567.00

The Assessing Authority verified the documents produced
by the dealer and found that the company M/s. KT Francis

Papers & Boards (P) Ltd, was amalgamated to the Kunn::ltl'iJ
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Paper Mills during 2013-14 purSuant to the order of the
Hon'ble High Court of Kerala in Co. pet No: 27/2013 ¢/w MCA
485/2013 dated 09-01-2014 and K.T Francis Paper & Boards
had disclosed total sales of Rs. 15,97,26,801/- and interstate

stock transfer out for Rs.5,48,35,646/- in their annual return

and paid tax. As such there is no variation in the sales turnover

as pointed out in the Audit Para.

SL No. 21 Paragon Steels (P) Ltd, 32090250802 / 2013-14

The Accountant General has pointed out that there was a
variation of sales turnover of about 5 crore between the sales
turnover disclosed in annual return 2013-14 and the short levy
worked out to 0.25 crore with the interest. The Deputy
Commissioner, Special Circle, palakkad has reported that the
variation is on account of inclusion of tax (VAT & CST)
collected Rs. 4,85,06,694/- and debit note for Rs. 7,57,418/-

in the sales turnover of the Audit Report. A reconciliation

statement had been attached to the Audit Statement, by the
Auditor as under.

Total sales as per the annual|:Rs. 97,49,49,109.00
return
1) Add KVAT collected :Rs. 4,85.06,694.00
2) Add CST Collected ‘Rs. 97,831.00
3) Add debit note ‘Rs. 7,57,418.00
Total ‘Rs. 1,02,43,11,052.00
Less fixed asset sales value ‘Rs. 14,43,413.00
Turnover as per 13, 13A :Rs. 1,02,28,67,639.00

This has been verified and found correct. Hence there is

no variation as alleged in the Audit Para and therefore the
defect may be waived.
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While completing the final assessment for the year 26_13:-]
14 as per order N0.32097250802/2013-14 dated 26-02-2018,
the Assessing Authority noticed thét, as per the Profit & Loss
Account, the dealer had sustained Gross Loss. Since no
explanation was available regarding the gross loss it was
proposed to estimate the sales turnover by adding 4% GP to the
cost of goods for sale. In the réply filed, the dealer had
explained the reasons for the fall in the sales turnover. However,
the dealer had availed IPT credit of Rs.3,53,52,999/- on the
local purchase turnover. In the event of sales of goods at a lower
price than the cost price, the déaler is not eligible for the
proportionate IPT credit as stipulated under section 11 of the
act. As per the Profit & Loss Account the dealer had sustained
loss about 4.45% to the cost of goods sold. Hence the
proportionate IPT claim Rs. 15;73,208/- being 4.45% of
Rs.3,53,52,999/-, is disallowed. The proposal is modified to the
extent. The disputed amount is under RRC to the district‘
Collector RR/2018/4588/9 dated 25-04-2018 and Manual RRC
sent to the other state RRC 64/18-19 dated 18-12-2018.

23. M/s.KVN Impex(32110288424/2013-14)

The difference between annna! return filed and audited|
istatement is Rs. 40,28,03,036/-.

The dealer had filed consolidated trading and profit and
loss account of Kerala State and Tamil Nadu State(Branch)
during the year 2013-14. The turnover reported as ‘others” is
the total sates Turnover of Tamil Nadu (Branch) amounting to
Rs. 136,01,23,819.00. The dealer has produced the annual |
return of Tamil Nadu Branch and on verification it is found
true that Rs. 136,01,23,819.00 is the total sales Turnover of
Tamil Nadu (Branch) for the year 2013-14. The dealer has
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forgot to include the Interstate Stock Transfer(QUT)
amounting to Rs.101,48,10,785.00 in the 13,13A Audit Report
filed. As per the annual return, the interstate stock transfer
(OUT) was Rs. 95,73,20,785/- whereas in books of accounts it
was Rs.1,01,48,10,785/-. The dealer has omitted to include
the interstate stock transfer (OUT) of Rs. 5,74,90,000/- in the
monthly return of August 2013 whereas the same was included
in the uploaded data. At the time of filing of the audited
statements, as per section 42(2)-of the KVAT Act 2003, the
dealer has requested to revise the return for the month of
August 2013 to rectify this mistake, and the monthly return for
August 2013 was subsequently revised also. But the dealer did
not revise the annual return thereafter and hence the interstate
stock transfer (OUT) was Rs. 95,73,20,785/- . Verification of
checkpost data also revealed that there was an interstate stock
transfer (OUT) of Rs. 1,01,48,10,785/- during the year. The
interstate stock transfer (OUT) is supported with corresponding
‘F’ Forms also. Hence the difference between Annual Return
and Audited Report is due to the non-inclusion of Inter State
Stock Transfer(OUT) in the 13, 13A Audit Report amounting to
Rs.1,01,48,10,785/- and the inclusion of the total sales
Turnover of TamilNadu (Branch) amounting to Rs,
136,01,23,819.00 as “others”. Hence no escapement of sales
turnover on account of that difference between Audited
Statement and Annual Return.

But a notice was issued to the dealer on analysing the
trade result for the year 2013-14. In response to the said notice,
a reply was given wherein it is stated that, they have shown the
consolidated figure of Kerala and Tamilnadu Branch in the
audited statements for 2013-14. Verification of the books of
accounts revealed the trade results of Kerala and Tamil Nadu
for the year as follows.

Opening stock
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Tamilnadu

Kerala

Total

PPurchase turnover

- Rs.

1,74,07,879.00

- Rs. 38,93,80,264.00

- Rs. 40,67,88,143.00

Chemicals Purchasing
~ materials
Local Nil Rs.22,48,28,586.00
purchase
Interstate Rs. 1,62,173.00| Rs. 46,50,372.00
purchase
Import Rs.69,88,65,353.0 | Rs.2,13,15,93,751.
0 00
Interstate Rs. 62,32,500.0 | Rs. 16,20,000.00
stock
transfer (IN)
Total Rs.70,52,60,026.0 | Rs.2,36,26,92,709.
0 00

Grand total

Rs. 3,06,79,52,735.00

Sales Turnover

Chemicals Packing Materials
Interstate Rs. Rs.
sales 4,35,97,303.00 8,55,55,027.00
Interstate Rs. Rs.
stock 11,49,19,125.00 | 89,98,91,660.00
transfer
(oum)

Local sales

Rs.
41,29,76,764.00

Rs.
1,09,11,42,783.00




Total Rs. Rs.
57,14,93,192.00 | 2,07,65,89,470.00
Grand Total Rs. 2,64,80,82,662.00

Closing stock

Kerala -Rs. 56,62,86,792.00
Tamilnadu -Rs. 4,71,59,740.00
Total - Rs. 61,34,46,532.00

The sales turnover is Kerala including the Interstate stock
transfer (OUT) is Rs. 2,64,80,82,662.00

Considering the above figure the cost of goods sold should be as
follows:

1. Opening stock - Rs. 38,93,80,264.00

2. Purchase including

Interstate stock transfer (IN)- Rs. 3,06,79,52,735.00

Total - Rs. 3,45,73,32,999.00
Less: Closing stock -Rs. 56,62,86,792.00
Cost of goods meant for sale - Rs. 2,89,10,46,207.00
Less: Sales including interstate

Stock transfer QUT - Rs. 2,64,82,42,298.00
Difference -Rs. 24,29,63,545.00

This turnover was assessed at the rate of 5% demanding
tax Rs.1,21,48,180/- and interest Rs. 26,72,600/- at the rate
of 1% per month vide Order No. 32110288424/2013-14 dated
27.01-2016. The amount was advised for recovery vide RRC
No. 119/2015-16. The dealer has paid Rs. 44,44,350/- being
30 % of the demand. The matter has been kept in abeyance ll
the disposal of appeal vide WP (C) No. 14522 of 2016 dated
08-04-2016.
The appellate authority disposed the appeal on the finding that
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if the average purchase value is adopted for the stoé_k
transferred to the branch outside the state, no anomaly will be
reflected and hence there is no sales suppression. The finding
of the appellate authority is not correct. The assessment was
based upon the turnover declared as per the audited statements.
The turnover declared as per the audited statement is the actual
value of the goods transferred and not the notional value.
Hence second appeal is preferred by the state. The appeal is
admitted and the number assigned to the Tribunal Appeal is
270/2016. The appeal is still pending with the Hon. Tribunal.

S1.No.30.M/s. _Reliance Digital Retail ILtd (TIN

32070465808/13-14

As per the audit objection the assessing authority issued
notices under section 25(1) and 67(1) of the KVAT Act to the
dealer on 25-08-2015 proposing to levy tax, interest, penal
interest and penalty amounting to Rs.3,28,81,015/-and|
Rs.3,46,11,596/- for the variation detected in the turnover
amounting to Rs, 11,95,50,331/-.0n receipt of the notices, the
assessee furnished reply stating that pursuant to the scheme of
arrangement approved by the Hon'ble High Court of Bombay
as amended by the order dated 13-06-2013, M/s. Reliance
Digital Retail Ltd. has transferred the stock pursuant to the

sale of business as a whole to Reliance Fresh Ltd. and the|
transfer values has been shown as “others” in Form 13A .Since |
the online version of Form 13A does not permit the Auditors
to make remark on the item “others”.

Later both the proposals under section 25(1) and 67(1)
were confirmed in 11-3-2017. Against this the dealer filed a
Writ Petition W.P(C).18826/17 dtd 22-7-17 before the Hon’ble

High Court of Kerala. The Honble High Court of Kerala

quashed both the orders and viewed that the differential
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K}T amount of Rs.11,93,50,331/- shown in column V 6 of Form
13A represent the transfer pursuant to the business transfer
agreement of the stock from the petitioner company ie. M/s.
Reliance Digital Retail Ltd to M/s. Reliance Fresh Ltd and
hence this turnover does not represent the taxable turnover in
the hands of the petitioner company. Because as a scheme of
arrangement and amalgamation approved by the Hon’ble High
Court of Bombay the business of the petitioner company was
transferred to another company by name M/S. Reliance Fresh
Ltd.
The transferee company, M/s. Reliance Fresh Ltd is an
assessee on the rolls of the Assistant Commissioner (A) Special
Circle II Ernakulam(TIN 32070482695). The Assistant
Commissioner (A) Special Circle IIl Ernakulam has stated that
M/s. Reliance Retail Ltd(formerly Reliance Fresh Ltd)has taken
out the entire stock of materials to the tune of
Rs.34,44,37,732.22  (which  includes the stock of
Rs.11,93,50,231.37 related to M/S. Reliance Digital Retail Ltd)
under the provisions of Rule 10(f) of KVAT Rules 2005.
(b) [Recovery of overpayment [NA
pointed out by audit
(¢} [Recovery of under NA
assessment, short levy or
other dues
(d) Modification in the INA
schemes and programmes
including financing
pattern
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B *view of similar cases /
complete scheme / project
in the light of findings of
sample check by audit
findings of sample check

by audit.
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ACTION TAKEN NOTES ON C & AG’S REPORTS

I T Department - COMMERCIAL TAXES _
Non adherence to provisions of Act and Rules
hil leti t
. Subject/Title of the Review While completing the assessmen
Paragraph
Turnover exempted without mentioning the
nature of exemption
(o) Paragraph No. 2.4.7.6 (3)
(d) |Report No. and Year C & AG report for the-year ended 31-3-2015
T @ Date of receipt of the Draft Parg /
a
Review in the Department
(b)  |Date of Department's Reply i
I Gist of Paragraph/Review

As per Rule 10 of the KVAT Rules, 2005, the
allowable deductions from local sale of taxable
goods are (1) sale of goods to units in Special
Economic Zone (SEZ) (2) sale to his agent or
principal (3) sale of medicines purchased on
invoices in Form 8H,

Audit found that in case of 25 out of 42
dealers whose returns  scrutinised in nine
assessment  circles, the assessees  availed
exemption of turnover of Rs, 671.45 crore from
their local sales turnover without mentioning the
nature of exemption. Since no exemption is
allowable from the local sales of a dealer under
the Act other than those mentioned above, the
e€xemption availed was not in order, However,

the assessing authority accepted the returns

without assessing the irregular exemptions. This




resulted in shorf levy of tax including interest

under Section 31(5) and penalty under Section

67 of Rs, 234.89 crore (Appendix VI). The Tax

district-wise deviation from Provisions of the

Act/Rules, B

Audit  observed that amongst the

defaulters, M/s Indian Qjl Corporation of Special

Circle II Ernakulam was the biggest defaulter with

tax effect of Rs. 148.64 crore. The nature of

business dealt by these dealers are indicated

below:

* Four in Automobijes with tax effect of Rs,
38.79 crore.

® Three in Hill produce with tax effect of Rs.
15.02 crore,

* Three in Fast Moving Consumer Goods

with tax effect of Rs. 11.69 crore.

* Fifteen in multiple commodities with tax
effect of Rs. 169,39 crore,

Audit noticed that M/s. Indian oil
Corporation, M/s Co;lcorde Motors India Ltd of
Special Circle |g Emakulam, M/s Hindustan
Unilever Limited of Special Circle Mattancherry
and National  Handlgom Development
Corporation Itd, of- CTO, 11 Circle, Kannur
repeated the default for three years.

Does the Department agree with the

of relevant documents in support

(@) |facts and figures included in the Yes
paragraph? ”
If not, Please indicate areas of

(b) [|disagreement and also attach copies NA
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vV  J(a)

Does the Department agree with

the Audit conclusions?

Yes

(b)

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

of relevant documents where

necessary

NA
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procedures, including internal

controls.

" 15
VI REMEDIAL ACTION TAKEN
(a) (Improvement in system and Sl;No.l .. M/s, Pest Control (India) Pvt Ltd.( TIN

320702 87182/2012-13 )

Considering the audit objection, the assessment
has been completed as per this office proceedings
No.320702 87182/2012-13 dated 20.11.2015 creating
additional demand of Rs. 87,75,552/- (VAT) and
Rs.28,08,178/- (Interest) respectively. The balance

amount is under RR.

SL.No. 2 M/s, G.H Associates TIN 32071594972/11-12

The objection raised by the Accountant General is
that the assessee has claimed exemption for an amount
of Rs. 2,21,83,267.12 without supporting records.

On verification of books of accounts and
supporting statutory form produced by the assessee, it
was found that the turnover in question consists of sale
in course of import (High sea sales) for Rs.
2,15,85,199/-, Sales in transit (E1) for Rs. 5,73,684.72/-
and sales turnover to SEZ for Rs. 24,383.40 totalling to
Rs. 2,21,83,267.12. The whole turnover in question is
supported by the relevant statutory forms and has proved
the exempted turnover. X
That being so the defect pointed out by the

Accountant General is not sustainable.
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1. No Infosystems Limited (32070312742 11-
12) -

Audit found that M/s. HCL Infosystems Limited, a
dealer in the rolls of the Asst. Commissioner, Special
Circle II, Ernakulam,for the year 2011-12, has claimed
exemption for local sales of an amount of Rs.0.62 Crores
without mentioning nature of exemption leading to a
short levy of Rs. 0.26 Crores including tax, interest and
penalty.

Based on the audit objection and other irregulari-

ties, assessment for the year 2011-12 has been completed
vide Order No. 32070312742/2011-12 dtd. 18.03.2019
creating additional demand as below:

Tax due : Rs. 16,41,665

Interest H Rs. 13,46,165

Total : Rs. 29,87,830

SL. No. 8 HCL Infosystems Limited (32070312742/12-

13)

Audit found that M/s. HCL Infosystems Limited, a
dealer in the rolls of the Asst, Commissioner, Special
Circle I, Ernakulam,for the year 2012-13, has claimed
exemption for local sales of an amount of Rs.0.92 Crores
without mentioning nature of exemption leading to a
short levy of Rs. 0.41 Crores including tax, interest and
penalty.

Assessment for the year 2012-13 has been
completed vide Order No. 32070312742/2012-13 dtd.
20.06.2015, creating addiﬁonalydemand as follows,

Tax due : Rs. 7,22,624
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Interest : Rs. 1,95,109

Total : Rs. 9,17,733

Aggrieved by this order of assessment, the as-
sessee preferred appeal before DC (Appeals), Ernakulam
and remitted Rs. 2,75,320/- (i.e., 30% of the demand)
for getting stay for the realization of the balance de-
mand. DC (Appeals), Ernakulam disposed the appeal in
favour of the assessee vide Order No. KVATA-1596/2015
dtd. 31.10.2018. As per the order of the appeliate au-
thority, the audit objection raised by the Accountant
General is not sustainable.

SL. No. 9 & 10 M/s. Concorc‘i_e Motors (India) Ltd

2011-12 & 2012-13 TIN: 32070314002

On verification of the pending audit reports, the
audit enquiry referred to above is noticed. The audit
query was to assess Rs.3,19,04,507/- on the ground that
the assessee has not produced any documents to prove
this claim of exemption. A notice u/s 25(1) of the KVAT
Act was issued to the dealer for the years 2011-12 to
2013-14.

On receipt of the notice, the dealer filed reply on
29.10.2015. According to the dealer the exemption
claimed by them towards the sales turnover of Motor
Vehicles both local and CSD sales consists of only trade
discounts on sales of vehiclesmshown separately in the

sales invoice. Verification of the sales ledger and

invoices produced with respect to the Kvatis data, it is
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seen that ;he assessee has shown the discount granted_
separately in the invoice and the tax wag collected on the
balance amount. The sales statement uploaded in the
Kvatis contains the net amount and Vat collected in the
invoice. In the ledger the asse;see has shown the unit
price before concession, concession amount and Vat
assessable amount. The amount shown in ledger,
invoices and uploaded sales list, tallied with the figure in
the return. There fore exemp-t-ion claimed towards the
sales turnover of motor vehicles is the amount allowed
them as discount and Vat collected only for the balance
amount is correct and accepted.

-

As per records the above claim of exemption is
found in order and there is no suppression of turnover
and no loss of revenue in this case. Considering the
above facts, further action on the audit enquiry may be
dropped.

SL. No. 11 M/s, Concorde Mo-tors
(2013-14) TIN - 32070314002

Based on the defects pointed out in the audit objection A
notice U/s. 25(1) of the KVAT Act was issued against
M/s. Concorde Motors I L{d., Ermnakulam vide No.
32070314002/13-14 dated 05.10.2015. The proposal
was to assess Rs. 2,17,80,504/- on the ground that the
assessee has not produced any documents to prove this
claim of exemption. On receipt of this notice the assessee

filed a reply on 29.10.2015. This case is that exemption

was claimed on the sale of motor vehicles both local and
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CSD sales and the turnover of works contract. The split
up of which is as shown below:

1.Discount received on vehicles sales: Rs. 1,93,94,312.79
2. Motor vehicle CSD sales : Rs. 1,30,536.14

3. Works contract sales : Rs. 22,55,656.00

Total : Rs. 2,17,80,504.93

—_— R I I Ao I MW I e e o e e a— —
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According to them the exemption claimed by them to-
wards the sales turnover of Motor Vehicles both local and
CSD sales consists of only trade discounts on sales of ve-
hicles shown separately .in the sales invoice. The exemp-
tion claimed on the turnover works contract is towards
labour portion calculated under Rule 102(b) of the KVAT
Rules. Exception claimed amount Rs. 22,55,656.00 is the
25% of the total works contract receipt which is admissi-
ble under Rule 10(2)(b). The claim of exemption related
to the discount received on vehicle sales and labour por-
tion in the works contract receipt and the turnover of in-
terstate sale. As per records the above claim of exemp-
tion is found in order and there is no suppression of
turnover and no loss of revenue in this case. Considering
the above facts, further action on the audit enquiry may

be dropped.

Sl. No. 12 Associated Chemicals

(TIN 32070302223/2012-13)

The audit objection in this case is that the dealer

Associated Chemicals, claimed exemption for the sales

-
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turnover of Rs. 12,09,430/- in the annual return for tl_l—em
year 2012-13, without filing any supporting documents.
Pre-assessment notice was issued by the assessing au-
thority to the dealer based on this defect and also for
certain other irregularities. On receipt of the notice, the

nature of exemption.

dealer filed reply with all “documentary evidences.
Claim of exemption was on the sales effected to Special
Economic Zone. The dealer produced Form 43 for the
entire amount and the same has been accepted. In the
above circumstances, the above audit objection may be

dropped.

Si. No. 13 - Lulu International Shoppin Mall (P) Ltd
—es—esa L aternational Shopping Mall |
32Q70323922é 2013-14 -

The audit objections mentioned though the
above para is that during the year 2013-14, the dealer
M/s.Lulu International Shoppifig Mall (P) Ltd. availed
exemption on the local sales turnover of taxable goods,
to the tune of Rs.1,80,98,415/- without mentioning the

On the basis of the audit objection, pre-
assessment notice u/s 25(1) of the KVAT Act was issued
to the dealer. The dealer produced Form 25F issued by
M/s.Silver Tunes for Rs.41,59,728.75 and M/s.Swiss
Time Agencies for Rs.1,39,38,969.39 to prove the
exemption availed for Rs.1,80,98,415/- .

On verification of the details furnished by the

dealer, it is ascertained that the exemption availed as




160

Wper the return is correct and is in order.

)

SL No. 14 M/s. Aswin Paper company
TIN: 3207177 2/2013-1

Assessment complated dated 08.07.2019

based on audit query and some other defects by creating‘
additional demand of Rs. 253574.00 (Tax Rs. 154618 8:I
interest Rs. 98956). The dealer opted Amnesty Schemer
2019 and paid Rs. 154618.00. " As the case is closed thei
audit objection may be dropped. |

Sl. no 15 M/s. Popular Vehicles and Services Ltd

32070401234/2011-12 -

The audit objection is that M/s Popular Vehicles &

Services Ltd, an assessee on the rolls of the Asst, Com~j

missioner, Special Circle I, Emakulam has claimed ex-|

emption of Rs 35.77 Crore for the year 2011-12 without|

mentioning the nature of exemption. |

The assessing authority has completed the assess-|
ment vide order no. 3207041234/11-12 dated 14-07-
2016 by creating an additional demand or|
Rs.4,51,53,465.00 as tax and Res. 2,34,79,802.00 as inter-
est.

This order was modified-on 25-09-2017 as per the
directions contained in KVATA 3152/16 dated 30-06-
2017 of the Deputy Commissioner(A) with NIL demand.

Sl. no 16 M/s. Popular Vehicles and Services Ltd
132070401234/2012-13
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The audit objection is that M/s Popular Vehicles &
Services Ltd, an assessee on the rolls of the Asst.
Commissioner, Special Circle III, Ernakulam has claimed
exemption of Rs 37.71 Crore for the year 2012-13
without mentioning the nature of exemption.

The assessing authority has completed the
assessment vide order no. 3207041234/12-13 dated 14-
07-2016 by creating an -additional demand or
Rs.5,09,04,141.00 as tax and Rs. 2,03,61,656.00 as
interest.

This order was modified as per the directions
contained in KVATA 3153/16 dated 30-06-2017 of the
Deputy Commissioner(A) with NIL demand.

Sl.No. 21 s. V. Star Creations Pvt ILtd
(32070438652/13-14)

Considering the Audit objection the the assessee

has claimed an exemption of Rs. 19,19,599/- for the year
2013-14 in the annual return, the assessment records
were verified and it was found that the dealer has
claimed an exemption of Rs. 8,85,58,379/- including the
amount pointed out by the Audit. Hence the assessment
for the year 2013-14 has been re-opened and completed
vide order No. 32070438652/13-14 dtd 22.05.17
creating an additional demand of Rs. 83,14,276/-

Sl. No.23. s. Francis Trading Company -
32050859984/2011-12 R

The assessment in respect of the dealer for the

year 2011-12 was completed vide order No.
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32050859984/2011-12 dated 27/09/2016 with NIL|
demand.

The exemption claimed on Local Sales amounting
to Rs.6,51,29,368/- was actually sales to exporters for
the purpose of Export against Form'H’. The dealer has
also submitted Form"H’ along with corresponding Bills of
Lading. Verified the documents furnished by the dealer
and convinced that the exemption claimed on turnover
Rs. 6,51,29,368/- is deemed to be sale in the course of
export Under Section 5(3) of Central Sales Tax Act.
Hence the assessment for the year 2011-12 is recorded as

a case of “NIL” demand. -

SL No. 24 M/s. JMJ Traders ~ 32051107585/2013-14

The assessment in respect of the dealer for the
year 2013-14 was completed vide order No.
32051107585/2013-14 dated 27/07/2020 with tax and
interest Rs.34,88,981/- and Rs.26,51,625/- respectively.
The dealer opted Amnesty Scheme and fully settled the

dues.

Sl. No 25 SML ISUZU Motors “320101813&5[2011-12

The objection pointed out by the audit was that
the dealer claimed exemption of Rs. 5.69 crore without

mentioning the nature of exemption.

The objection raised by the Accountant
General is verified with the annual return and the audit-
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ed report and found that the exemption claimed is for|

stock transfer outward. It was assessed while completing

the assessment the assessment for the year 2011-12 vide
order no. 32010181345/11-12 CST dated 20-09-2014 by|
creating additional demand of Rs. 71,84,788/- and inter-|
est. Against the order, the dealer filed appeal. As per|
the appellate order in KVATA 314/14 dated 10-03-2015,
the Deputy Commissioner(Appeals) directed the assess-;
ing authority to verify the documents and allow the
claim. The dealer had submitted relevant Forms before

the assessing authority.

SL.No. 31 Ruchi World Wide Ltd, 32090600992 /

iRs.29,52,59,732/-. The then assessing authority had veri-

2011-12 ) |
The Accountant General has pointed out that M/s.
Ruchi World Wide Pvt Ltd for the year 2011-12
exemption claimed of Rs.32,77,92,863.39 without
mentioning the nature. _
The Deputy Commissioner, Special Circle,
Palakkad has reported that notice under section 25(1) of
the KVAT Act is issued to the assessee based on the Audit
objection. On receipt of the notice, the assessee filed re-
ply stating that disallowance of exemption claimed
Rs.32,77,92,863.39 was related to the export sales ﬁnd
produced Export documents Direct Export for

Rs.3,25,33,131.39 and Indirect export for|

fied the documents produced in support of the claim and

found genuine. Hence the proposal is dropped and the
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not sustainable. So, the para may be dropped.

32. M/s. Wipro Entrprises Limited TIN 32070449406

(formerly TIN 32110227707 registered with CTOQ
Sepcial Cirlcle LKozhikode).

In the audit report 2015 by the Audit Party of the
Account General, Kerala pointed out the defects that for
the assessment year 2013-14 details of turnover of
goods exempted without mentioning the nature .

Alleged amount of Rs.3.87 crores is the
turnover of the goods transferred from M/s. Wipro Ltd
after the demerging of M/s Wipro limited to Wipro
Enterprises Itd .Audited statement in 13A filed by the
firm proved that above turnover stock transfer was
receipt of goods. The trading accounts filed by the firm
also showed that impugned amount is its opening stock.
So there is no any short levy. as alleged in the audit

report .Hence the proposal in this case may be dropped.

Sl. No. 34 Mathewsons Food Specialities Private
Limited (32071354626/ 13-14)

Audit found that My/s. Mathewsons Food
Specialities Private Limited, a dealer in the rolls of the
State Tax Officer, Second Circle, Kalamassery,for the
year 2013-14, has claimed exemption for local sales of an
amount of Rs. 2.53 Crores without mentioning nature of

exemption leading to a short"levy of Rs. 1.15 Crores
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complete scheme / project in
the light of findings of sample
check by audit findings of

sample check by audit.
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in—*gluding tax, interest and penalty. 2
The assessing authon'tyu has informed that the
dealer produced entire documents to prove the claim of
exemption. On verification of the documents, the
assessing authority has found that the sales effected and
exemption claimed related to~ Deemed Exports. The
assessing authority also reported that the dealer
produced all supporting documents such as H Forms, Bill
of Lading & Invoice etc for providing the claim of Exports
and he verified and allowed the claim. Hence the
objection raised by the Accountant General is not
sustainable,
(b) [Recovery of overpayment
pointed out by audit
(c) [Recovery of under assessment,
short levy or other dues )
(d) Modification in the schemes
and programmes including
(financing pattern
(e} |Review of similar cases / -
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— 77
ACTION TAKEN NOTES ON C & AG’S REPORTS
I (a) |Department COMMERCIAL TAXES
Non adherence to provisions of Act and Rules j
Subject/Title of the Review while completing the assessment
(b) Paragraph ]
Irregular exemption of sales to units situated in
SEZ
(¢)  [Paragraph No, 2.4.7.6 (4 .
(d)  |Report No. and Year C & AG report for the year ended 31-3-2015
o @ Date of receipt of the Draft Para /
Review in the Department
(b) [Date of Department's Reply
I Gist of Paragraph,/Review As per Section 6(7) (b) of the KVAT Act, 2003, sale

of any building materials, industrial inputs, plant
and machinery inclfiding components, spares,
tools and consumables in relation thereto to any
developer or industrial unit or establishments
situated in any SEZ in the State for setting up the
unit or use in the manufacture of other goods
shall, subject to such conditions or restrictions, as
may be prescribed, shall be exempted from tax.

Audit found that eight out of 14 dealers whose
returns were scrutinised in four assessment
circles, under Deputy Commissioner, Emakulam,
the assessees availed exemption of turnover of Rs,
108.97 crore treating it as the sales to umnits
situated in SEZ. Audit found that the goods sold
were surgical equipments, furniture, computers,
electronic goods, petroleum, furnace oil, ete. Since

these goods do not fall under the exempted

category of goods as mentioned in_Section 6(7)
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(b), the exemption availed was irregular. Lack of
scrutiny by assessing officers even though the data
was available in KVATIS resulted in short levy of
tax including interest and penalty works out to Rs.
43.80 crore (Appendix VII).

Audit observed.that amongst the defaulters,
M/s Bharat Petroleum Corporation Ltd. of Special
Circle 1I, Ernakulam was the biggest defaulter
with of Rs. 15.60

Audit noticed that M/s Bharat Petroleum

tax effect

crore.
Corporation Ltd and M/s. Blue Star Limited of
Special Circle II, Ernakulam repeated the default

for three years.

(a)

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

Yes

(b)

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

NA

(a)

Does the Department agree with
the Audit conclusions?

~ Yes

(b)

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

necessary

NA
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REMEDIAL ACTION TAKEN

E_nprovement in system and
procedures, including internal

controls.

Sl no.7. M/s. Primus Gloves Pvt Limited
32070429955/2012-13

Audit has observed that M/s. Primus Gloves Pvt.
Limited, an assessee on the rolls of the Asst.
Commissioner, Special Circle 111, Ernakulam, for the year
2012-13, claimed exemption of Rs. 4.86 Crore for local
sales on surgical equipments and bandages, being sales
to units situated in SEZ. Since these goods do not fall
under the exempted category of goods as mentioned in
Section 6(7)(b), the exemption availed was irregular,

Assessing authority has reported that assessment
has been completed on 15-07-2016 creating an
additional demand of Rs.211319/- with interest. Demand
is under RR.

Sl. no.8 SFO Technologies Digital Pvt. Ltd
(32070415803/201 1-12)

The final assessment in respect of the dealer was
completed vide this office proceedings  no.
32070415803/2011-12 dated 23-05-2019 by
incorporating the defects point;:d out in the audit report
that the irregular exemption by way of sales to SEZ
claimed in the returns. The total turnover of
Rs.1,37,42,64,061.00 (without allowing the exemption
claimed by the dealer for Rs. 2_0,38,10,782/- as sales to

SEZ which is not proved with requisite forms.
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Tax due @ 12.5% - Rs. 4,11,01,348/-

Cess due @ 1% - Rs. 4,11,013/-

Interest - Rs. 3,57,00,631/- .

The dealer filed WPC-19399/2019 before the Honble
High Court of Kerala. The case is still pending before
High Court.

Sl. no.9 SFQ Technologies Digital Pvt. Ltd
(32070415803/2012-13)

The assessment in respect of M/s. SFO Technologies
Digital (P) Ltd for the year 2012-13 has been completed
vide order No. 32070415803/2012-13 dated 01-07-2019
by incorporating the defects pointed out in the audit
report that the irregular exemption by way of sales to
SEZ claimed in the returns amounted to Rs. 3.26 crores.
Additional demand created of Rs. 85,67,590/-. Interest
calculated is of Rs. 64,25,693/-. The dealer filed WPC-
24212/2019 before the Hon'ble High Court of Kerala.
The case is still pending before High Court.

SI.No-10 -Safe care Rubber Product Pvt Ltd. 2011-12

On the basis of the Audit objection verified the
entire assessment records and it is found that the sale to
CSEZ unit for an amount of Rs. 6,35,94,476/- was made
against Form No.43 and the buyer M/s. Safe Shield India
Rubber Products has also given Form-H . Hence the same

has exempted .

Hence the objection raised by the C&AG is not
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'sustainable .Hence may b:droppedw:*

SI, No. 11&12 M/S.Leela Soft Pvt Lid
(TIN32070471906/11-12)

The annual return in respect of M/s Leela Soft Pvt,Ploy
No 5 Ltd, Info Park Kusumagiri, Kakkanad was
scrutinised by the Accountant General and they observed

the following defect.

The dealer effected sales of electronics goods, furniture
and lubricants etc not coming under the purview of
Section 6(7) (b) of the KVAT Act 2003. The turnover of
such goods is mentioned as Rs 1,53,36,374/- @
12.5%and Rs 1,79,39,614/- @ 4% .

On the basis of the audit objection assessing authority
issued a notice. The dealer had filed reply with some
supporting documents to prove the actual position. The
objection raised by the Accountant General was cross
verified with the reply filed by the dealer. On verification
it is revealed that the objection of Accountant General is
not sustainable for the following reasons.

The assessee is a company engaged in construction and
leasing of commercial spaces in the Special Economic
Zone Info Park at Kakkanad. Being a unit in the Special
Economic Zone, company is-eligible for purchase of
goods from local registered dealer by using form 43.The
dealer had effected purchase of goods and used the same
in construction.

The company filed monthly return and conceded Sales
turnover of different items .The sales turnover conceded
is not correct. Actually it is the purchase of material

which is shown in the return as sold and its turnover

included in the return as sales turnover. Actually there is
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no sales turnover because the con;pany is not engaged in
sales transaction but using the material for the
construction and the infrastructure which is given to
various developers or co-developers in the Special
Economic Zone on lease.

Similar kind of mistake had crept in for the years 2012-
13,2013-14,and 2014-15 and the assessing authority
permitted to revise the return based on the submission
of the company .Thus the sales turnover conceded in the
return such as electronics good§ ,furniture and lubricants
etc are coming under the purview of section 6(7)(b) of
KVAT Act. The usage in section 6(7)(b} of building

[material industrial consumable etc include electronics

goods ,furniture and lubricatlts etc .The company is
engaged in construction of building and its
infrastructure .The building material referred to in
section 6(7)(b) shall include basic building material and
other goods essential, required to make the building
effectively functional and able of being used by the
units ,depending on the activity carried out by the said
unit .The ancillary work of building construction such as
interior works, electrical works, sanitary  works,
insulation work etc are fo;ming part of building
construction ,which are required building material .Thus
electronics goods ,furniture and lubricants etc are coming
under the category of building material ,industrial Inputs
etce. )

As per section 6(7) (b) the above item can be purchased
by using form 43which is permissible and legally valid.

Hence the objection raised by Accountant General is not

sustainable and hence may be dropped.
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IL.No.13-M/s. S, ce Partners Limited

2013-14/ TIN No. 32071382201

The assesse is engaged ip providing Information
technology enabled service, Accounting service of
overseas outsourced work. The assesse is no way deal
with any trading activities in the exclusive special
economic zone by way of purchase and sales, except for
purchase as goods capitalised in the books of accounts.
During the year 2013-14 , the assesse has filed annual
returns furnishing total tumover of Rs. 2,62,98,453.52
and taxable turnover of Rs. 248756.00/- with a outpiut
tax demand of rs. 1243/- ( sale of used motor vehicles ).
The assessing authority on verifying the annual returns
filed for the year 2013-14 noticed irregular exemption
claimed on sale of health drinks for Rs. 1783090/- . The
assesse also claimed works contract turnover of Rs.
2,29,22,571/-. The assessing authority has completed the
assessment under sec 25(1)of the KVAT Act 2003

The assessment was completed fixing a escaped Turnover
of Rs. 6,28,74,746.52 creating a additional tax demand
of Rs. 72,95,579.50 . Aggrieved by the order of the
assessing authority the assesse preferred appeal before
the Deputy Commissioner (Appeals) Ernakulam. The
main contention raised by the appellant was an error
apparent made by the tax consultant where the purchase
of capital assets by the assesse was shown as sales in
order to nullfy the stock. The appellant has sought a

clarification of the matter before the assessing authority

and submitted a copy of the request made before the
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assessing authority. Based on a second opinion, the

assesse was informed that they had committed an error
by filing incorrect returns.

The assesse has claimed exemption of Rs.
2,29,22,571/- on sales to CSEZ ‘units in the annual return
filed for the year 2013-14, The appellant has submitted
Audited financial statements before the appellate
authority to prove their genuineness and also produced
bank accounts to prove the claim of income is from
service. The assesse has also produced certificate
prepared by an independent Chartered Accountant based
on the verification of the books of accounts of the
appellant that the operational turnover of the appellant
consist of service income only. Further, the appellant has
earned certain miscellaneous income from scrap sales
which has been declared in the KVAT return and tax due
has been discharged. )

The appellant has contented that goods / services
incurred for building interior infrastructure for Rs.
2,29,22 571/- was actually services secured for interior
work and civil work of the Unit in SEZ .

The appellant has contended that turnover of Rs.
2,94,60,039/- alleged as inter state purchase suppression
was actual purchase of capital assets and the purchase
has been duly accounted in the books of accounts under
the head Capital assets and also submitted certificate of
independent chartered Accountant to prove the
genuineness of transaction. The assesse has submitted
that the interior work of the office was done by the works

contractors who had used the KVAT registered TIN

number of the assesse and raised invoices in the name of




/ ‘-*&
gs -

appeliant which has been duly accounted and paid to the

coiitractors.

The assessment completed was modified as per the|
direction of the appellate autho'fity and also verifying the |
books of accounts and evidences produced by the assesse
to prove the genuineness. It is also reported that the
assesse being a information technology service provider |
and not a trader / manufacturer of goods, The assesse
has reported the turnover covered for purchase of raw|

materials including iron and steel products, floor tiles,

electrical goods for towards construction of officei
premises and machinery including computer systems for
their use in office, The health drinks as per the sales was’
not sales but towards cost incurred on purchase of'
health drinks from M/s. Coﬂiae day Global (TIN No.i
32070229435 ) which is also accounted in the books of |

|

returns filed. . On verification of the sales details , it is |

accounts and also uploaded in the KVATis in the monthly

noticed that there was no B2b sales or B2c Sales effe'ctedl

by the assesse.

The observation of the comptroller General!
towards short levy is only on the basis of incorrect return|
filed by the assesse. Even though this office has assessed |
the turnover for escaped turno;rer, the assesse preferred |
appeal before the Deputy Commissioner (Appeals)!
Ernakulam. Based on the directions contained in the|
appellate order, the assessment completed under Sec‘
25(1) of the KVAT Act 2003 was modified with a NIL|
demand. . ‘

|

14 M/s.Honey Automation India Ltd TIN
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32072013472(2012-13)-

The assessment of the above dealer for the year

2012-13 has been completed vide order
n0.32072013472/dt.15-7-14. The short levy of tax
pointed out by the Audit is made good by completing the _

\assessment for the above year creating an additional
demand of Rs. 24.17 lakhs. The amount is under RR

before the Revenue authorities. Hence the audit objection |

in this regard may be dropped.

; 15 .M/s.Honey Automation India Ltd TIN ‘
‘ 32072013472(13-14)-

The assessment of the above dealer for the years

2013-14 has been completed vide order
n0.32072013472/dt. 24-11-15 respectively .The short:;|
levy of tax pointed out by the Audit is made good byi
completing the assessment for the above year creating an
additional demand of Rs. 66.85 lakhs. The amount is|
pending under RR before the Inspecting Asst. |
Commissioner, Ernakulam. Hence the audit objection in

this regard may be dropped.

(b)

Recovery of overpayment

pointed out by audit

(c) [Recovery of under assessment,

‘short levy or other dues

(d)

Modification in the schemes
and programmes including

financing pattern
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(e)

Review of similar cases /
complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit.
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ACTION TAKEN NOTES ON C & AG’S REPORTS

I [(a) [Department COMMERCIAL TAXES
on adherence to provisions of Act and Rules
Subject/Title of the Review hile completing the assessment
®) Paragraph
Turnover exempted without furnishing the
statutory documents _
(c) {Paragraph No. 2.4.7.6 (5)
(d) |ReportNo. and Year C & AG report for the year ended 31-3-2015
III (@) Date of receipt of the Draft Para / )
Review in the Departinent
(b) |Date of Department's Reply

LS

Gist of Paragraph/Review

As per Rule 10 of the KVAT Rules, the dealer is
entitlted to deduct the turnover 2005 if the

turnover is supported by Form 43, Form 25F,

rForm 8H invoices, Form E1 or the documents
supporting high sea sales as the case may be.

Audit observed that 22 out of 37 dealers in
12 assessment circles exempted a turnover of Rs.
1,007.71 crore by claiming that the goods were
sold (1) to a unit situated in SEZ, (2) through
auction (3) as tax previously suffered on its MRP.
However, no statutory documents such as Form
43, Form 25F or Form 8H, were produced to
prove their claims. Audit found that the assessing
officers were not completing the assessments,
even in the absence of such statutory
declarations. In the absence of such statutory
forms, the exemption claimed was not in order

resulting in short levy of tax including interest

u/s 31(5) and penalty u/s 67 amounting to Rs. |
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151.38 crore (Appendix VIII). The Tax district-
wise deviation from provisions of the Act/Rules.

Audit that the
defaulters, M/s. JMJ Trader of Special Circle,

observed amongst

[Kottayam was the Biggest defaulter with tax

effect of Rs. 51.37 crore. The nature of business

dealt by these dealers are as follows:

e Seven in Medicine with tax effect of Rs.
40.79 crore. i

e TFive in Tea auction with tax effect of Rs.
50.70 crore.

* Six were sellers to Special Economic Zone
with tax effect of Rs. 58.55 crore.

* Four were sub contractors with tax effect
of Rs. 1.34 crore.

(a)

Does the Department agree with the
facts and figures included in the
aragraph?

Yes

(®)

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

NA

(a)

Does the Department agree with
the Audit conclusions?

Yes

I(b)

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

. NA




Ea)

90 :

REMEDIAL ACTION TAKEN

Irnprovement in system and

controls.

procedures, including internal 3207039392 /2013-14
|

] Sl. No. 3 - Lulu Internatlonal Shoppmg Maﬂ (P[ Lt

i
| The audit objections mentioned though the|
'above para is that during the year 2013-14, the dealer
M/s Lulu International Shopping Mall (P) Ltd. alsot
|awallc-:cl exemption on the turngver of Rs. 1,91,02,342/- J
Ibemg second sales of medicine but not filing any

supportmg documents. F

| On the basis of the audit ob;ecnon, pre-|
iassessment notice u/s 25(1) of the KVAT Act was 1ssued|
to the dealer. The dealer filed their reply with
'isupporting documents such as statement of Form 8HI
purchases for Rs.1,64,00,578.75 for the corresponding
?sales turnover Rs.1,91,02,342/- disclosed in the return. |

On verification of the details furnished by the deal-
er, it is ascertained that the exemption availed as per the

return is correct and is in order. In the above circum-

stances, audit objection may kindly be dropped as therei
is no short levy of tax in this case. I
|
Sl. No. 4 Primus Gloves Pvt anteclI
32070429955/2012-13 ) i
Audit has observed that M/s. Primus Gloves Pvt. |

Limited has exempted a turnover of Rs 0.88 Crore as
sales to units in SEZ without furnishing the statutory doc-ll

uments. |

Assessing authority has reported that assessmentl

has been completed on 15-07-2016 creating an addition-|
al demand of Rs.211319/- with interest. Copy of assess-|

|
ment order is submitted herewith. Demand is under RR. |
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Sl. No.5 Harrison Malayalam Ltd.32150322101/2011-]
12

The objection raised was the turnover exemption
of Rs.55,16,57,868/- on local sales without furnishing
any statutory forms. On verification it is revealed that
the dealers are tea planters who sells tea through brokers
and who make available tea by storing in their
warehouse to put in auction. When this tea sold in
auction by the brokers they have invoiced the same on
behalf of the planters and collect tax and remit the same
to the Government exchequer and issue Form 25 F to
planters on which they get exemption from payment of
tax. In this case M/s. Harrison Malayalam Ltd. are
the planters who filed Form 25F for the whole amount
for which they claimed exemption for local sales. The
assessing authority has verified their invoices with
reference to the Form 25F filed and convinced that the
exemption claimed on local sales is in order.

Hence the objection may be dropped.

S1 No 6
Més Tata Coffee Ltd for the year 32150341855/2011-

12 &2012-13 -

On the basis of audit objection, the assessing au-
thority issued notice to the dealer. On receipt of the no-
tice the dealer produced all statutory forms required and
the assessing authority completed the assessment on
25.03.2015, creating additional demand of Rs 1360/-.
Subsequently the dealer remitted the dues vide cheque
no 590724 dtd 20.04.2015 and is encashed vide chalan
no 67 dated 28.04.2015. As there is no dues are out-




Istanding against- tﬁe _déal;ef,_ the objection in this fégérﬁ{

&

T

may be dropped.

32150398915/2011-12

|
1
(12) M/s.Parry Agro Industries Ltd - ‘
i
|

1| The objection raised wa3 the turnover exe:mptlon|
rof Rs.66,54,16,650/- on local sales without furnishing the |
lstatutory forms. On receiving the objection a notice u/s
I25(1) was issued to the dealer. In response to the notlce|
a detailed reply filed along with form in 25F which wasl
examined and revealed that the dealers are tea planters
who sells tea through brokers. The brokers make

available tea stored in their warehouse to put in auction. '

This tea, when sold in auction s invoiced by the brokers
pn behalf of the planters. They collect tax on behalf of :
ﬁe planters and remit the same to the Govt exchequer.l
They issue Form 25 F to the planters on which thel|
Planter's get exemption from payment of tax. The dealer ‘[
filed Form 25F for the whole amount and I have verified}
their invoices also and convinced that the exemptionl

claimed on local sales is in order,

Hence the objection may be dropped.

(13. M/s.Parry Agro Industries Ltd -|
'3_215039821512012-13 ‘

The objection raised was the turnover exemption
of Rs.79,15,18,259/- on local sales without furnishing the :i
statutory forms. On receiving the objection a notice u/si
25(1) was issued to the dealer. In response to the notl'::e:l

a detailed reply filed along withr form in 25F which wasl

examined and revealed that the dealers are tea planters |
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available tea stored in their warehouse to put in auction.
This tea, when sold in auction is invoiced by the brokers
on behalf of the planters. They collect tax on behalf of
the planters and remit the same to the Govt exchequer.
They issue Form 25 F to the planters on which the
planter's get exemption from payment of tax. The dealer
filed Form 25F for the whole amount and their invoices
were verified and convinced that the exemption claimed
on local sales is in order.

Hence the objection may be dropped.

24. Uni Pharma(11-12)-- -

M/s. Uni Pharma, Pavakkulam LFC Road, Kaloor is
a dealer of medicines.

The audit objection is that the dealer had
exempted from the local sales of taxable goods not falling
under the first schedule, a turnover of Rs. 14,91,92,915/-
it being the second sales of medicine suffering tax on
MRP. As per rule 10 of KVAT Rules, a dealer is entitled
to deduct from the local sales ef taxable goods, turnover
of medicines sold by a dealer when tax on MRP had been
paid by any previous dealer, if the turnover is supported
by signed invoices in Form 8H issued by the previous
dealer. It was noticed that the-dealer had not submitted
any documents to prove that turnover of medicines had
suffered tax on MRP. In the absence of statutory
documents, the exemption claimed should have been
treated as local sales and tax levied accordingly.

The assessing authority has reported that

the assessee purchased medicines valued
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"~ [Rs.14,09,62,826.52 for the year 2011-12 in which tax on

MRP had been paid by the seller. The assessee claimed
exemption of medicine sales of Rs. 15,06,25,376.32 and
also claimed sales return for Rs-14,32,461.00. Hence the
claim of exemption of sales of medicines shown as
Rs.14,91,92,915.00 in the return. The assessee produced

the documents of purchase details such as bills in 8H and

sales invoices before the assessing authority and he has
verified the documents and found in order.

The assessing authority has also reported that he
has copied details of purchase in 8H bilis in the
prescribed proforma in a CD since the volume of bills are
very large and submitted to AG along with sample copies
of bills.

25. Uni Pharma (12-13) - -

The audit objection is that the dealer had
exempted from the local sales of taxable goods not falling
Linder the first schedule, a turnover of Rs. 14,26,92,947/-
it being the second sales of medicine suffering tax on
[MRP. As per rule 10 of KVAT Rules, a dealer is entitled

ro deduct from the local sales of taxable goods, turnover

of medicines sold by a dealer when tax on MRP had been
paid by any previous dealer, if the turnover is supported
by signed invoices in Form 8H issued by the previous
dealer. It was noticed that the dealer had not submitted
any documents to prove that turnover of medicines had
suffered tax on MRP. In the absence of statutory
documents, the exemption claimed should have been

ireated as local sales and tax levied accordingly.

The assessing authority has reported that the
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assessee purchased medicines vaTueﬁs.lS,@,&,S&Jé
for the year 2012-13 in which tax on MRP had been paid

by the seller. The assessee claimed exemption of
medicine sales of Rs. 14,38,20,808.57 and also claimed
sales return for Rs. 12,55,779.50. While uploading the
return for the month of August 2012 the value of sales
return of Rs.1,27,918/- is added to the value of the total

exempted sales instead of claiming sales return

separately. Hence the claim of exemption of sales of
'medicines shown as Rs.14,26,92,947.00 in the return.
The assessee produced the documents of purchase details
such as bills in 8H and sales invoices. The assessing
authority has verified the documents and found in order.
The assessing authority has also reported that he
has copied details of purchase in 8H bills in the
prescribed proforma in a CD since the volume of bills are
very large and submitted to AG along with sample copies
of bills.

26. Out Source Partners International Pvt Ltd (13-14)
M/s. Qutsource Partners International Pvt. Ltd.,

CEZ, Kakkanad is dealing accounting of overseas
outsource work. In the annual_return for the year 2013-
14 in Part A Sales/Disposal, the assessee has shown an
amount of Rs.22922571 under works contract. They
have also shown the same figure under the head of
works contract in Part C of the returns. le., Purchases.
The assessee is not doing any works contract. The goods
purchased are for own use. The same figure is shown in

the sales portion in order to tally the stock position.

Hence there is no loss of revenue in this case.




) es"‘
96
29 M,Zs.-Malab'ar Builders India Ltd:
32522961115/12-13
M/s. Malabar Builders India (P) Ltd, RM Road,
Kozhikode is a registered dealer on the rolls of the Office
f the State Tax Officer(Works Contract and Luxury Tax),
Kozhlkode bearing TIN 32522961115. The ﬁnal’

assessment in respect of the dealer for the year 2012- 13I

was completed on 25-11-2017 by creating an addltlonal_‘
demand of Rs. 1332494/ (Tax) and Rs. 7,46,197/-|
.(mterest) |r
30. M/s. Home Land Bmlders 32111573464/13-1 :
The assessment of the dealer has been completeds
las per order No. 32111573464/2013-14 dated 18.3.17 of |
the Office of the State Tax Ofﬁcer(Works Contract and|
Luxury Tax), Kozhikode creating additional demand of 4
tax and interest of Rs. 1,29,515/-. The dealer has paid'l
Rs. 19,188/-. Balance is pending under RR. |
31.M/s. Appolig Build Tec India (P) Ltd: 1|
32111574906/13-14 |

| The assessment of the dealer has been completed!
as per order No. 32111574906/2013-14 dated 30-01~I
2016 of Office of the State Tax Officer(Works (.‘.oru:ract'I
and Luxury Tax), Kozhikode creating additional demand:
of tax Rs. 13,72,365/- and interest 301920/-. The total‘|
amount of Rs. 16,74,285/- is pending with RR. *
32 M/s. Monarch Buildersm& Developers: I
32111500893/11-12 1|
| M/s. Monarch Builders & Developers, Kozhikode is|
a registered dealer on the roils of Office of the State TaxI
IOﬂ.ﬁcer(Works Contract and Luxury Tax), Kozhlkode|
bearing TIN 32111500893. The assessment of the dealer'
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(b) [Recovery of ;\_r;rpaymeﬁl“

pointed out by audit

0L
qr /%

31-10-2017. The books of accounts of the dealer has
been called for. The final report should be submitted

soon after the completion of the assessment. t-
|
; The remaining case was related to the office of the
i i

Assistant Commissioner, Special Circle 1, Kozhikode. The |
|

Assistant Commissioner reported that the dealer was
called for verification of books of accounts. The dealer

ireplied that they are effecting MRP purchase and sales of
;irnedicine, hence claiming exemption. The dealer

requested for two weeks time to produce evidence and
supporting documents. Detailed reply will be submitted

soon after verification of the above said documents.

;(Cj

(d)

short levy or other dues

Recovery of under assessment,

Modification in the schemes

and programmes including

financing pattern

Review of similar cases / *

complete scheme / project in

check by audit findings of
sample check by audit.

the light of findings of sample
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ACTION TAKEN NOTES ON C & AG’S REPORTS

1 (a) |Department COMMERCIAL TAXES
Non adherence to provisions of Act and Rules
(b) Subject/Title of the Review while completing the assessment
Paragraph

_Excess claim of Special Rebate

{¢) |Paragraph No. 2.4.7.6 (7)

(d) |Report No. and Year

Date of receipt of the Draft Para /

o @ Review in the Department

(b) |Date of Department's Reply

As per Section 12(1) of the Act, a dealer is
entitled to deduct from the tax payable by him, a
sum equal to the tax paid under sub-Section (2)
of Section 6 where such goods are intended for
resale or for use in the manufacture of taxable
goods or for use in the execution of works
contract or for use as containers or packing
materials for the packing of taxable goods in the
state.

- Gist of Paragraph/Review Audit noticed that three out of seven
dealers whose returns were scrutinised in two
assessment circles had availed special rebate of
Rs. 6.13 crore against a purchase tax due / paid
amounting to Rs. 5.97 crore during the year
2012 - 13. Since the claim of special rebate
cannot be in excess of purchase tax due, the
excess claim of special rebate resulted in short
levy of tax including interest and penalty of Rs.

0.51 crore.
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(a)

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

(b)

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

NA

(a)

Does the Department agree with
the Audit conclusions?

_ Yes

(b)

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

NA

REMEDIAL ACTION TAKEN
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(a)

Improvement in system and
procedures, including internal

controls.

1. M/s. JMJ Traders 32051107585/2012-13

The dealer is engaged in the import of raw
cashew nut and in the local sales of raw cashew nut and
sale in the course of import (high sea sales) and local
purchase and sales of pepper etc. Inorder to complete
the assessment for the year 2012-13 pre-assessment
notice was issued to the dealer- The Hon'ble High Court
stayed the notice vide WP(C) No. 8038/19, dated
02.04.2019.

2. M/s. St. Mary's Rubbers Pvt Lid-
32050276345/12-1 =

The Special Rebate is claimed by the assessee
from March 2012 to February 2013 onwards for Rs.
41322678.00 and the special rebate can be carry
forward to the next return period. In this case the
assessee had paid purchase tax
Rs.40942818.00 during the year 2012-13. So the
special rebate carry forwarded by the assessee found
correct. This is no excess claim for special rebate in this

case as pointed out by the Accountant General.

3. Rubber Mark(32070491155)

As per audit enquiry, a pre assessment notice u/s 25(1)
of the KVAT Act, 2003 dated 04.01.2017 was served to
the dealer. The dealer had replied that reverse tax for
the month of february 2013 worked out to Rs.
18,53,221/- and related tdrnover should be Rs.
37064420/-. But mistakenly turnover was calculated to

Rs. 4,63,30,525/- by applying tax rate @4% instead of




(b}

Recovery of overpayment
pointed out by audit

——

/S50

O}

5%. Accordingly there was an increase in turnover of l

reverse tax by Rs, 92,66,105/-.

mistake reverse tax of Rs. 2,08,01,746/- on total related
turnover of Rs. 41,60,34,920/-"had been remitted as per
returns filed. Persued the reply and ascertained that

there was not any short levy as said in the audit report.

For rectifying this

(©)

Recovery of under assessment,

short levy or other dues

(d)

Modification in the schemes
and programmes including

financing pattern

(e)

Review of similar cases /

complete scheme / project in

the light of findings of sample |
check by audit findings of

sample check by audit. i
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ACTION TAKEN NOTES ON C & AG’S REPORTS
I __l(a) [Department STATE GOODS AND SERVICE TAX
. . : on reversal of ITC on interstate sale of
(b) Subject/Title of the Review rubber E
Paragraph
(c)  [Paragraph No. 2.4.7.6 (8)
(d) [Report No. and Year C & AG Report for the year ended 31.03.2015
I @) Date of receipt of the Draft Para /
Review in the Department
(b)  [Date of Department's Reply
Audit found that two out of eight dealers whose
returns were scrutinised in two assessment circles
were liable to reverse their ITC claim of Rs.2.33
crore, being the tax suffered on the purchase
ini| Gist of Paragraph/Review -
turnover of rubber sold interstate, but reversed
only Rs. 2.08 crore. This resulted in short
payment of tax including interest and penalty of
Rs. 0.83 crore.
Does the Department agree with the -
[V (@) facts and figures included in the [Yes
aragraph?
[f not, Please indicate areas of
(b)  (disagreement and also attach copies [NA
of relevant documents in support
Does the Department agree with | }
v L(a) the Audit conclusions? e
If not, please indicate specific areas
of disagreement with reasons for
(b) (disagreement and also attach copies [NA
of relevant documents where -
necessary
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VI REMEDIAL ACTION TAKEN
(a) [Improvement in system and 1. M/s.St.Mary's Rubbers Pvt. Ltd. ¥

procedures, including internal
controls.

32050276345/ 2012-13

The audit team pointed out that on scrutinising the
returns, the dealer is liable to reverse their ITC claim of Rs.
0.17 crore, being the tax sufered on the purchase turnover of
rubber sold interstate, but not reversed the amount. In this
case the assessing authority has already disallowed the
irregular IPT as per the proceedings dtd. 17.03.2014. Hence
the objection may be dropped.

2. M/s.St.Mary's Rubbers Pvt. Ltd.
32050276345/ 2013-14

The audit team pointed out that on scrutinising the

returns, the dealer is liable to reverse their ITC claim of Rs.
0.04 crore, being the tax suffered on the purchase turnover
of rubber sold interstate, but not reversed the amount. As
per Circular No. 17/2013, Interstate sales turnover of natural
rubber is exempted from tax on condition that purchase
turnover of such goods should have suffered tax under KVAT
Act, 2003 and the dealer shall produce declaration in Form
C, prescribed under CST Rules, obtained from the buyer. If
the conditions are not satisfied, the benefit of the
Notification would be denied tax is levied under CST Act.

In this case, the dealer had not exempted the interstate
sales turnover of rubber sheets, but collectedand remitted
the CST @2%. SRO 753/2011 or SRO 804/2008 are
conditional ones and hence optional. The Honble High
Court of Kerala in K.V, Gangadharan Vs. Addl. Sales Tax
Officer (1 KTR 364) held that “It is open to assess to avail of

a conditional benefit or not to avail of it”. Here the dealer




L
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opted to pay tax on the interstate sales of rubber sheet.

Therefore, tax paid on the purchase is eligible for ITC underf
Sec. 11 of KVAT Act.

3. Rubber Mark(32070491155) ‘

As per audit enquiry, a pre assessment notice u/s 25(1) of
the KVAT Act, 2003 dated 04.01.2017 was served to the
dealer. The dealer had replied that reverse tax for the month
of february 2013 worked out to Rs. 18,53,221/- and related
turnover should be Rs. 3,70,64,420/-. But mistakenly
turnover was calculated to Rs. 4,63,30,525/- by applying tax

rate @4% instead of 5%. Accordingly there was an increase |

in turnover of reverse tax by Rs. 92,66,105/-. For rectifying
1 a

this mistake reverse tax of Rs. 2,08,01,746/- on total related

turnover of Rs. 41,60,34,920/- had been remitted as per%

returns filed. Persued the reply and ascertained that there‘!

was not any short levy as said in the audit report.

Recovery of overpayment
pointed out by audit

NA N

—
|

©
)

(e)

Recovery of under assessment,

short levy or other dues

Modification in the schemes and
programmes including financing

INA

T TR———.

INA

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

[check by audit.

INA
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ACTION TAKEN NOTES ON C & AG’S REPORTS
I [(a) [Department _|COMMERCIAL TAXES
Non adherence to provisions of Act and Rules
while completing the assessment
b) Subject/Title of the Review
Paragraph Irregular claim of exemption from the contract
receipt by dealers who opted to pay tax under
compunding scheme
(c) |Paragraph No. 2.4.7.6 (9)
(d) |Report No. and Year
T @ Date of receipt of the Draft Para /
Review in the Department
(b) |Date of Department's Reply
11 Gist of Paragraph/Review

As per Section 8(a) of the Act, a dealer,
instead if paying tax under section 6, can opt for
payment of tax at the rate stipulated for the
whole amount of con tract. As such, a dealer who
opted to pay tax under Section 8(a), is not
eligible to deduct any amount from the contract
receipt received by him, This position was upheld
in a judicial review by the High Court of Punjab

and Haryana.

Audit found that 12 out of 22 works
contractos/builders in four assessment circles had
availed exemption of the value of land amounting
to X 33.14 crore from their contract receipt top
arrive at the taxable turnover. This is against the

provisions of the Act and had resulted in short

payment of tax including interest and penalty of
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%3.30 crore(Appendix IX) The tax district ~wise

deviation from provisions of the Act/Rules .

Audit observed that amongst the defaulters,
M/s.Hilite Builders of Works Contract Office,
Kozhikod was the biggest defaulter with tax effect
of ¥ 1.19 crore. Audit noticed that M/s.Pazheri
Properties & Developers (P)Ltd of Works Contract
Office, Kozhikode repeated the default for three

years.

Audit found that acceptance of returns of the
dealers who wre not adhering to the provisions in

the statute led to evasion of tax.

(a)

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

Yes

(b

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

NA

(a)

Does the Department agree with
the Audit conclusions?

Yes

(b)

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

NA
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(a) |

Improvement in system and
procedures, including internal

controls,

o7 o

REMEDIAIL ACTION TAKEN

SL.No.9 Sreerosh Properties (P) Ltd |

32121266804/2012-13 !

Assessment for the year 2012-13 has been completed:
vidle order No. 32121229803/2012-13 dated |
03.11.2015. The assessee filed-an appeal before Deputyl
Commissioner (Appeals), and the Deputy
Commissioner(Appeals) Kozhikode ordered to modify
the original assessment as per order No. VATA 616/16
dated 22.08.2018. Assessment-has been modified as per
this office proceedings dated 03.08.2021 and the
modified demand of Rs. 44,343/- settled under
Amnesty Scheme 2021 vide e-chalan No;
KL011673418202122E dtated 20.09.2021. Hence thm
defect pointed out may kindly be dropped.

'SLNo.10 Sreerosh ___ Properties (P) Lid |
}32121266304/2013-14 =

Assessment for the year 2013-14 has been completed
vide order No. 32121229803/2012-13 dated
15.02.2016. The assessee filed an appeal before Deputy
Commissioner (Appeals), - and the  Deputy
Commissioner{Appeals) Kozhikode ordered to modify
the original assessment as per order No. VATA 616/16
‘dated 22.08.2018. Assessment has been modified as per
this office proceedings dated 20.09.2021 and thei
modified demand of Rs. 61818/- settted under Amnesty
Scheme 2021 vide e-chalan No KL011673418202122E
dtated 20.09.2021. Hence the defect pointed out may




- kindlir be dropped
!

log 4

!Sl.No.ll SB Developers 32121208045/2011-12

Assessment for the year 2011-12 has been completed
vide order No. 32121208045/2011-12 dated
20.09.2014. The assessee filed an appeal before Deputy|

Commissioner ~ (Appeals), ~ and the  Deputy|
Commissioner(Appeals) Kozhikode ordered to modify
the original assessment as per order No. VATA 06/15
dated 08.05.2017. Assessment has been modified as per
this office proceedings datéd 27.03.2018 and the
modified demand of Rs. 25374/- adjusted from the
amount already remitted by the assessee as per chalan!
No. 328 dated 31.07.2015. Hence the defect pointed out l,

-

may kindly be dropped.

SLNo.12_SB Developers 32121208045/2012-13

Assessment for the year 2012-13 has been cornpletedI
vide order No. 32121208045/2012-13 dated
20.09.2014. The assessee filed an appeal before Deputy
Commissioner (Appeals), and the Deputy
Commissioner(Appeals) Kozhikode ordered to modify
the original assessment as per order No. VATA 06/15
dated 08.05.2017. Assessment has been modified as per
this office proceedings dated 27.03.2018 and the|
:modified demand of Rs. 13152/- adjusted from the‘

amount already remitted by the assessee as per chalani
No. 328 dated 31.07.2015. Hence the defect pointed out
may kindly be dropped. ]

i - ‘
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TST.NO.13 M/s. Ee;eline B—gilders & Devao_—gm's:__ B

32111511849/12-13

The assessment of the dealer have been
completed as per the order N;. 32111511849/2012-13
dated 28-10-2017 of the State Tax Officer(Works
Contract), Kozhikode creating additional demand of
Rs.72,765/-,

SLNo.14 M/s. Pentium Constructions;
32111514595/11-12

M/s. Pentium Constructions (P) Ltd, AG Road,
Kozhikode is a registered dea]e; on the rolls of the Office
of the State Tax Officer(Works Cotract) bearing TIN
32111514595, The assessment of the dealer for the vear
2011-12 was completed on 08-01-2018 by creating an
additional demand of Rs, “11,33,570/- (Tax) and
Rs.7,93,499/- (Interest).

Sl.No.15 M/s. Pentium Constructions:
32111514595/12-13 ’

Pre assessment notice has been issued to the
dealer on 25-11-2017 for the year 2012-13. The dealer
has filed reply on 16-12-2017. Final report shall be

submitted soon after the completion of final assessment.

SL.No.16_M/s. Hilite Builders: 32111555084/10-11

The assessment of the dealer was originally
completed as per the order No. 32111555084/10-11
dated 25-06-2011 of the State Tax Officer(Works
Contract), creating additional demand of tax Rs.

42,06,090/- and interest of Rs, 3,01,891/-. Llater on
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verification of the audited statements variations have‘|
been noticed and reopened the assessment and?
completed as per order dated 04-03-2013 With'r
|additional demand of tax Rs. 97,34,338/- and interest|
Rs. 22,38,898/-. The assessee preferred appeal against!
!the order which was modified by the Dos:putyiI
Commissioner (Appeals)I, Kozhikode. |

|
| In response to the directions contained in the

{appellate order the books of accounts and the receiptt
‘details have been verified by the then assessing authority
and completed the assessment with due notice. Thei
1amount of income recognized as per the books of :
accounts is taken for assessment and completed as per|
the order No. 32111555084/10-11 dated 29-10-2014 of ‘
the State Tax Officer(Works Contract). As per this order ||
Ithe tax due is Rs. 2,32,19,767/- after deducting the tax‘
paid and interest due is Rs.5323511/-. In Appeal the |
Deputy Commissioner (Appeals) modified the appeal.}
Considering the appellate ordet and the request filed by:
ithe dealer for rectification of error the assessment wasi
again modified, reducing additional demand of Rs.|
52,06,65,709/-. This was completely remitted by the)
dealer with interest through various remittances up to1
28-02-2015. |

For the willful suppression of turnover the State |
Tax Officer(Works Contract} have imposed penalty of :
Rs. 2,32,19,767/- as per order-No. 32111555084/ 10-11'l
1(P} dated 09-02-2015. This was challenged before the:
Deputy Commissioner which was dismissed as per order|
No. RP 52/2015 dated 06-02-2016 of the Deputyj

Commissioner, Kozhikode, -The assessee filed 2|
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revision before the Commissioner of Commercial Taxes
and as per order No. R3-8243 and 8244/2016/CT dated
25-07-2016 the case was remanded by the
Commissioner, with direction to check the entire case
and if suppression is established maximum penalty
should be imposed. The facts were again verified and as
the entire tax already assessed is admitted by the
assessee it is evident that the assessee has admitted the
offence. In the circumstances this office has confirmed
the penalty equal to the tax so suppressed as made in
the original order for Rs. 2,06,65,709/-. The assessee
not satisfied with the order of the Commissioner has
filed OTR 166/2016 before the Hon’ble High Court of
Kerala which is pending for disposal. The Hon’ble High

Court ordered stay of collection of the amount.

S1LNo.1 s. Hilite Builders: 32111555084/11-12

The assessment of the dealer has been completed
as per the order No. 32111555084/2011-12 dated 31-
08-2015 of the State Tax Officer(Works Contract) As
per the order he dealer s in excess remittance of Rs.
32,73,222/-. -

S1.No.18. M/s. Jairaj Properties (TIN 32072015935)

2010-11

Audit found that .the dealer has claimed
exemption Rs. 20 lakhs which lead to a short levy Rs. 2
lakhs including tax, interest and penalty.

Assessment for the year 2010-11 was
completed /s, 25(1) vide order No.
32072015935/2010-11 dated 29.09.2012 creating an




-

He

additional demand of Rs.2,80,026/-(VAT) and]|
Rs.49,900/- (Interest) created.

The assessee approached Deputy
Commissioner (Appeals) against the above order and
vide order No. KVATA 1475/14, 3395/12, 3396/12,
3403/12 dated 11.10.2017 the assessment was
modified. As per the modified order, there is no tax
payable by the assessee. Excess Rs.75,000.00.

"- "SL.No.19. M/s.Oxonia builders and Developers Pvt

Ltd (TIN 32072022628) 2013-14

The defect pointed out by the Accountant General
is that the dealer exempted sale value of land of
Rs.51,64,100/- from the assessable turnover M/s.
Oxoniya Builders and Developers Pvt. Ltd have filed
Annual  return disclosing a turnover of Rs.
10,63,51,871/-. As per schedules attached to P&L the
dealer has disclosed a turnover of Rs. 11,58,24,443/- as
revenue from operations. Thus the difference between
P&L and Annual return is Rs. 94,72,572/-.As per order
no. 32072022628/13-14 dated 30-01-2017, the
difference has been assessed to tax, since it is not proved
with supporting documents. The assessed turnover of Rs.
94,72,572/- includes the turnover of sale of value of
land. The relevant portion of the P&L is produced
herewith. The additional demand created as per the
assessment order dated 30-01-2017 is Rs.32,56,662/-
(Tax Rs. 24,12,342/- and interest of Rs.8,44,320/-).

The amount is under Revenue Recovery.




N3
SLN0.20, M/s.Sophia Builders (TIN 32072043605)
2012-13

Audit found that the dealer has claimed
exemption Rs. 149 lakhs which lead to a short levy Rs,
14 lakhs including tax, interest-and penalty.

Assessment was completed for the year 2012-13
on 26.07.2018 with an additional demand of
Rs.28,69,556.00 (Tax Rs.17,60,464 and Interest Rs.
11,09,092). Collection of thé demand stayed by the
Hon'ble High Court of Kerala as per order WP(C)
No.25151/2018 dated 26.07.2018.

Assessee opted Amnesty Scheme 2021 and remitted
outstanding amount fully. (chalan GRN
KL012515032202122FE).

SI.No. 21. M/s.Sophia Builders (TIN 32072048605)

2013-14

Audit found that the dealer has claimed exemption Rs.
190 lakhs which lead to a short levy Rs. 19 lakhs

including tax, interest and penalty.

Assessment was completed on 28.06.2018 with
additional demand of Rs.97,77,111 (Tax Rs.6,86,076
and Interest Rs.2,91,635). Copy of assessment order is
submitted herwith for kind perusal. Collection of the
amount stayed by the Hon'ble High Court of Kerala as
per order WP(C) No.25119/2018(L) dated 26.07.2018.

Assessee opted Amnesty Scheme 2021 and

remitted and outstanding amount fully. (chalan GRN




l A
K1.012515032202122FE).
(b) |Recovery of overpayment
pointed out by audit
(¢) |Recovery of under assessment, -
short levy or other dues
(d) |[Modification in the schemes
and programmes including
financing pattern
(e) [Review of similar cases / -

complete scheme / project in
the light of findings of sample
check by audit findings of
sample check by audit.
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Case No. 13
Para No. |Gist of the case Present position
24.7.6 Section 42(1) of KVAT Act, 2003| 5. Eveready Industries India Ltd.
Bullet 1 |stipulates that every dealer whose total 32070249944/2013-14
SLNo.5 |turnover in a year exceeds rupees sixty lakh

shall get his accounts audited annually by a
Chartered Accountant or Cost Accountant and
shall submit a copy of the audited statement of
accounts and certificate in Form 13 & 13A.
Section 24(1)(a) of the Act, stipulates rejection
of the return, if there is discrepancy between
the return filed and audited accounts and to

judgement”. As per section 42(2) of the Act,
the dealer is liable to pay any additional tax
with reference to the audited figures, interest
thereon under Section 31(5) and penal interest
at twice the rate of interest accrued.

Audit noticed that in 14 assessment
circles, 15 dealers failed to report the
accounted sales whereas 14 dealers failed to
report the turnover accounted as
receipts’,

The ‘other receipts’ were warranty
claim, AMC receipt, trade discount, subsidy or
other receipts to make up the loss sustained
etc. which were liable for tax., The total
turnover escaped from assessment of tax
worked out to Rs. 323.22 crore and the
resultant short levy of tax including interest
under Section 31(5), penal interest and penalty
under Section 67 amounted to Rs.105.30 crore
(Appendix V). The Tax district-wise deviation
from provisions of the Act/Rules.

Audit observed that amongst the defaulters,
M/s Hindustan Unilever Limited of Special
Circle Mattancherry was the biggest defaulter
with tax effect of Rs. 41.61 crore. The nature
of business dealt with by other dealers are
given below:

* Four in Fast Moving Consumer Goods
with tax effect of Rs. 51.09 crore.,

* Four in Supermarket with tax effect of
Rs. 7.50 crore,

* Three in batteries with tax effect of Rs.
4.50 crore.

* Eighteen in multiple commodities with

complete the assessment to the “best of

‘other

CTO, Special Circle-I, Ernakulam

Considering the audit objection the
assessment has been completed as per
proceedings No.32070249944/2013-14
dated 23-12-2016 fixing total tax due
Rs.63,80,984.94, Interest
Rs.21,05,725.03 and total amount due
Rs.84,86,710/-,

The assessee paid Rs.12,76,200/- and
filed Appeal against this order before
the Deputy Commissioner (Appeals),
Commercial Taxes, Ernakulam.

As per Section 7 of the KVAT Act 2003
and Circular No.5 dated 04-04-2005 of

the Hon’ble Commissioner,
Commercial Taxes,
Thiruvananthapuram “if a  dealer

allows any discount in goods in relation
10 any sale effected by him the quantity
so allowed as trade discount shall be
deemed to be a sale by the dealer who
allow such discount or incentive and a
purchase by the dealer who receives
such trade discount or incentive and
that such sale shall form part of the sale
in relation to which such trade discount
or incentive is allowed,

As per the judgement of M/s. Tamil
Nadu Newsprint Vs. State of Kerala of
the Hon’ble High Court, Sales tax under
KVAT Act is payable only on the sales
turnover after admissible deduction,
including ecligible discount and the
difference between stock transfer value
and sales turnover cannot be assessed
unless the same is found to be
suppressions of sales turnover.

In the circumstances, the Deputy
Commissioner (Appeals), Commercial
Taxes, Ernakulam disposed the Appeal
No. KVATA 567/2017 dated 12-02-
2019 with the following findings:-

“quantity discount allowed by




tax effect of Rs. 142.21 crore.

the appellant is a part of trade policy of

Thus,rfailure of assessing officers to adhere the appellant company and also quantity
to the provisions of the Act and rules resulted discount is passed through the tax

in non-detection of irregularities.

invoice issued to the appellant,
assessment on this turnover is not
justifiable. ~ Assessing authority is
directed to modify the assessment on
turnover of discount.”

Accordingly the original assessment in
respect of M/s. Evercady Industries for
the year 2013-14 has been modified as
per  Order N0.32070249994/13-14
(VAT) dt.16-07-2020 (Modified) with
excess demand. As there is no escaped
turnover, the audit objection may kindly
be dropped.




Case No. 23
Para No. |Gist of the case Present position
24,76 Section 42(1) of KVAT Act, 2003 stipulates | 18. Hindustan Unilever Limited
=< Aidustan Vnilever Limited
Bullet 1 |that every dealer whose total turnover in a year 32150254454/2013-14

S1.No.15 [exceeds rupees sixty lakh shall get his accounts
audited annually by a Chartered Accountant or
Cost Accountant and shall submit a copy of the
audited statement of accounts and certificate in
Form 13 & 13A. Section 24(1)(a) of the Act,
stipulates rejection of the return, if there is
discrepancy between the return filed and audited
accounts and to complete the assessment to the
“best of judgement”. As per section 42(2) of the
Act, the dealer is liable to pay any additional tax
with reference to the audited figures, interest
thereon under Section 31(5) and penal interest at
twice the rate of interest accrued.

Audit noticed that in 14 assessment
circles, 15 dealers failed to report the accounted
sales whereas 14 dealers failed to report the
turnover accounted as ‘other receipts’.

The ‘other receipts’ were warranty claim,

AMC receipt, trade discount, subsidy or other
receipts to make up the loss sustained etc, which
were liable for tax. The total turnover escaped
from assessment of tax worked out to Rs. 323.22
crore and the resultant short levy of tax including
interest under Section 31(5), penal interest and
penalty under Section 67 amounted to Rs.105.30
crore (Appendix V). The Tax district-wise
deviation from provisions of the Act/Rules.
Audit observed that amongst the defaulters,
M/s Hindustan Unilever Limited of Special Circle
Mattancherry was the biggest defaulter with tax
effect of Rs. 41.61 crore. The nature of business
dealt with by other dealers are given below:

CTO, Special Circle,
Mattancherrx at Aluva

The assessment for the year 2013-
14 was completed on 27.02.2016
creating additional demand of Rs
1,16,85,383/- as Tax and Rs
25,70,784/- as interest. Subsequently
the assessing authority remanded the
assessment on 08.02.2021 as NIL
demand, on the basis of common
judgment dtd 07.03.2020 of KVAT
Appellate Tribunal in TA(VAT) no
355 to 361 of 2019. This remanded
assessment order was rectified on
30.03.2021 with excess payment of
Rs.42,76,850/-.

Difference in Turnover between
Form 10 Annual return & Audit
Report for Rs. 97.14 crores was due
1o that the total turnover (total
furnover prior to tax and discount)
as per Form 10 has been compared
with total turnover inclusive of tax
as per audit statement (Form 13A).
The ‘total turnover’ appearing in the
annual returns is the turnover prior
to tax and discount while as per

non-detection of irregularities.

audit statement it is inclusive of tax.
As per Form 10 — Annual return

* Four in Fast Moving Consumer Goods
with tax effect of Rs. 51.09 crore.

* Four in Supermarket with tax effect of Rs.
7.50 crore.

* Three in batteries with tax effect of Rs.
4.50 crore.

Total |Exem |Taxab Outpu Total |
Turno | ption |le t tax;Turno
ver |claim [Turno {due |ver

ed ver includ
ing
tax

* Eighteen in multiple commodities with tax [ 9,28, | 17,1] 9,11, 114, | 102

effect of Rs. 142.21 crore. 96,38 16,96, 39,42 13881 |5,78,
Thus, failure of assessing officers to adhere to [,809 |125 | 684 663 (24,34
the provisions of the Act and rules resulted in

7

As per Form 134

' Difference




—

[ Turnover ((10,25.78.24,347 |
| inclusive of tax |-
|' !10,25, 70,65,874)
——

| 10,25,70,65.874 I 7.58.473

S PI—— - —

For the difference of 7,58473
the explanations are given below
a) In the month of Nov & Dec
2013, the “Sales in the course of
lexport” (exempted turnover) of

Rs.7,75,650/- was reported

lunder 0% Local Sales Turnover in |
\Annual Return (Form 10) and the |
same  has been duly considered in
our Audit Statement Form 13A
lcorrectly.
}b) Between April to June 2013,
ithe Eligible Sales Returns which
were earlier sold at 13.5% tax rate,
were reported at 14.5%
Tax rate in the specific column as
there was no relevant field for 13.5%
Taxratein Form 10. Under
14.5% Tax category, both 13.5% &
14.5% sales return turnover at net,
had got reported in Form 10.
Hence the difference.




) Case No. 29

rupees sixty lakh shall get his
accounts audited annually by a
Chartered Accountant or Cost
Accountant and shall submit a copy
of the audited statement of accounts
and certificate in Form 13 & 13A.
Section 24(1)(a) of the Act, stipuiates
rejection of the return, if there is
discrepancy between the return filed
and audited accounts and to complete
the assessment to the “best of
judgement”. As per section 42(2) of
the Act, the dealer is liable to pay any
additional tax with reference to the
audited figures, interest thereon under
Section 31(5) and penal interest at
twice the rate of interest accrued.

Audit noticed that in 14
assessment circles, 15 dealers failed
to report the accounted sales whereas
14 dealers failed to report the
turnover  accounted as  ‘other
receipts’.

The ‘other receipts’ were
warranty claim, AMC receipt, trade
discount, subsidy or other receipts to
make up the loss sustained etc. which
were liable for tax. The total turnover
escaped from assessment of tax
worked out to Rs. 323.22 crore and
the resultant short levy of tax
including interest under Section
31(5), penal interest and penalty
under Section 67 amounted to
Rs.105.30 crore (Appendix V). The
Tax district-wise deviation from
provisions of the Act/Rules.

Audit observed that amongst the
defaulters, M/s Hindustan Unilever
Limited of Special Circle
Mattancherry was the biggest
defaulter with tax effect of Rs. 41.61
crore. The nature of business dealt

with by other dealers are given

21. Paragon Steels (P) Lid.
32090250802/2013-14
CTOQ, Special Circle, Palakkad

6 c’ NE
Para No. |Gist of the case Present position
2476 [Section 42(1) of KVAT Act, 2003
Bullet 1 |stipulates that every dealer whose
SLNo.21 [total turnover in a year exceeds

The Accountant General has pointed out

that there was a variation of sales turnover of
about 5 crore between the sales turnover
disclosed in annual return 2013-14 and the
short levy worked out to 0.25 crore with the
interest.
The variation is on account of inclusion of tax
(VAT & CST) collected Rs. 4,85,06,694/- and
debit note for Rs. 7,57,418/- in the sales
turnover of the Audit Report. A reconciliation
statement had been attached to the Audit
Statement, by the Auditor as under.

Total sales as _l;er the I:Rs. 97,49,49,109.0{;

annual return

1) Add KVAT collected [Rs. | 4,85.06.694.00

2) Add CST Collected \Rs. 97,831.00

3) Add debit note Rs. 7,57,418.00
Total Rs. | 1,02,43,11,052.00

Less fixed asset sales|Rs. 14,43,413.00

wvalue

Tumover as per 13,Rs. | 1,02,28,67,639.00)

13A

This has been verified and found correct. Hence
there is no variation as alleged in the Audit Para
and therefore the defect may be waived.

While completing the final assessment for the
year 2013-14 as per order
No0.32097250802/2013-14 dated 26-02-2018, the
Assessing Authority noticed that, as per the
Profit & Loss Account, the dealer had sustained
Gross Loss. Since no explanation was available
regarding the gross loss it was proposed to
estimate the sales turnover by adding 4% GP to
the cost of goods for sale. In the reply filed, the
dealer had explained the reasons for the fall in
the sales turnover. However, the dealer had

availed IPT credit of Rs.3,53,52,999/- on the




below:
[ ]

Four in Fast Moving
Consumer Goods with tax
effect of Rs. 51.09 crore.

Four in Supermarket with tax
effect of Rs. 7.50 crore.

Three in baiteries with tax
effect of Rs. 4.50 crore.
Eighteen in multiple
commoditics with tax effect
of Rs. 142.21 crore.

‘Thus, failure of assessing officers
to adhere to the provisions of the Act
and rules resulted in non-detection of
irregularities.

local purchase turnover. In the event of sales of
goods at a lower price than the cost price, the
dealer is not eligible for the proportionate IPT
credit as stipulated under section 11 of the act. As
per the Profit & Loss Account the dealer had
sustained loss about 4.45% to the cost of goods
sold. Hence the proportionate IPT claim Rs.
15,73,208/- being 4.45% of Rs.3,53,52,999/-, is
disallowed. The proposal is modified to the
extent. The disputed amount is under RRC to the
district Collector RR/2018/4588/9 dated 25-04-
2018 and RRC sent to the other state RRC 64/18-
19 dated 18-12-2018.

Assessment in respect of the dealer for the year
2013-14 was completed vide this office order
N0.32090250802/2013-14 dated 26-02-2018. The
variation of sales turnover was considered while
completing the assessment along with other
defects detected on KVATIS scrutiny. The
variation is on account of inclusion of tax (VAT
& CST) collected Rs. 4.85,06,694/- and debit
note for Rs. 7,57,418/- in the sales turnover of the
Audit Report. Revenue recovery proceedings had
been initiated to collect the dues. But the dealer
had filed appeal before the NCLT Chennai
Branch. Hence the arrears were reported to the
Resolution Professional in Proper Form. No
amount were remitted towards the arrears till
date.RRC Issued to district collector palakkad,
RRC No0.2018/4588/9 dated 25/04/2018 and RRC
issued to Tamilnadu.

As per the National Company Law Tribunal,
Chennai Bench vide order no. CP/553/
(IB)/CB/2017 dated 24.07.2018, the tribunal has
approved the resolution plan submitted by the
resolution professional for M/s Paragon Steels (P)
Ltd. RRC notices (File No:DCPKD/10603/2018-
B1) forwarded to District Collector, Coimbatore
through the District collector, Palakkad for
serving the same to the defaulters., A request has
been submitted to the District Collector,
Coimbatore to report the present status of the
RRC, but the reply is not yet received.

Copy of the order of the approved

resolution plan enclosed as Annexure 1.

Q"‘.‘
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Case No. 30
Para No. |Gist of the case Present position
2,476 Section 42(1) of KVAT Act, 2003| 22. T.V.Sundaram Ivengar & Sons
Bullet 1 [stipulates that every dealer whose total Ltd.32010188782/2013-14

SLNo.22

turnover in a year exceeds rupees sixty lakh
shall get his accounts audited annually by a
Chartered Accountant or Cost Accountant
and shall submit a copy of the audited
statement of accounts and certificate in Form
13 & 13A. Section 24(1)(@) of the Act,
stipulates rejection of the return, if there is
discrepancy between the return filed and
audited accounts and to complete the
assessment to the “best of judgement”. As
per section 42(2) of the Act, the dealer is
liable to pay any additional tax with
reference to the audited figures, interest
thereon under Section 31(5) and penal
interest at twice the rate of interest accrued.

Audit noticed that in 14 assessment
circles, 15 dealers failed to report the
accounted sales whereas 14 dealers failed to
report the turnover accounted as ‘other
receipts’.

The ‘other receipts’ were warranty
claim, AMC receipt, trade discount, subsidy
or other receipts to make up the loss
sustained etc. which were liable for tax. The
total turnover escaped from assessment of tax
worked out to Rs. 323.22 crore and the
resultant short levy of tax including interest
under Section 31(5), penal interest and
penalty under Section 67 amounted to
Rs.105.30 crore (Appendix V). The Tax
district-wise deviation from provisions of the
Act/Rules.

Audit observed that amongst the
defaulters, M/s Hindustan Unilever Limited
of Special Circle Mattancherry was the
biggest defaulter with tax effect of Rs. 41.61
crore, The nature of business dealt with by
other dealers are given below:

e Four in Fast Moving Consumer
Goods with tax effect of Rs. 51.09
crore,

* Four in Supermarket with tax effect
of Rs. 7.50 crore.

* Three in batteries with tax effect of

CTO, Special Circle,
Thiruvananthapuram

Based on the audit objection the
assessment for the year 2013-14 was
completed on 06/02/2017 creating an
additional demand of Rs.16,58,15,779/-.
Against this the dealer filed appeal
before the Joint Commissioner (Appeals),
Thiruvananthapuram and the above said
assessment was modified as per order No.
KVATA 237/17 dated 29/06/2019 of the

Joint Commissioner (Appeals),
Thiruvananthapuram,
The assessment was modified on

16.08.2022 which was further rectified
under Section 66 vide order dated
19.09.2022, DC, Spl Circle, Tvpm
demanding tax Rs. 4,07,45,183/- and
interest Rs.4,15,60,087/-, Total:
Rs.8,23,05,269/-. The dealer has again
filed appeal before the Hon’ble State
Appellate Tribunal vide Appeal No.
TA(VAT) No0.352/19, the Appellate
Tribunal  directed to modify the
assessment after verifying the books of
accounts. The assesse has not produced
the books of accounts hence the
modification is pending.




~ 1/

Rs. 4.50 crore.
e Eighteen in multiple commodities
with iax effect of Rs. 142.21 crore,
Thus, failure of assessing officers to
adhere to the provisions of the Act and rules
resulted in non-detection of irregularities.




q &/
2.4.7.6 Bullet 2
Case No.43
Para No. |Gist of the case Present position
2.4.7.6(2 | Audit found that eight out of 17 S.Hindustan Unilever Limited
) dealers scrutinised in five assessment 32150254454/2013-14

SLNo.5

circles failed to report in their annual
return, the transactions accounted as
interstate stock transfer out. The
dealers did not report the transaction
and also failed to submit statutory
Forms to claim exemption. Though
statutory declarations were not filed,
the assessing officer did not levy tax
on the turnover of goods treating it as
a Jlocal sale. Non-reporting of
transactions worth Rs. 384.79 crore
resulted in short levy of tax including
interest and penalty of Rs. 140.53
crore.

CTO, Special Circle, Mattancherry

M/s Hindustan Unilever limited was a dealer
bearing TIN 32150254454 on the rolls of the ofo
Assistant  commissioner, special circle
Mattanchery at Aluva. After the restructuring of
department rolls of the dealer re-allocated to
TPS Thrissur.

The final assessment under Rule 6(5) of the
central sales tax (kerala) Rules 1957 in respect
of the said dealer for the year 2013-14 was
completed incorporating the defect pointed out
by AG with a demand of tax Rs 80,251, vide
order No  32150254454C/2013-14  dated
30.12.2017 of the Assistant commissioner
special circle Mattanchery at Aluva. As per
annual return the assessee conceded Interstate
stock transer (out)amounting to Rs.58,55,91,583
whereas the  assessee produced F Form
covering a turnover of Rs.58,51,61,24., Balance
turnover which has not been covered by Form
No.F assessed to tax at higher rate,
Accordingly the dealer has paid whole amount
of tax Rs.80,251 with interest Rs.36,916, vide
chalan n0.K1.012333629201718M dtd.
06/04/2018. In the circumstances it is
requesting that the audit objection regarding the
case be treated as non sustainable,
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2.4.7.6 Bullet 3 -
Case No. 47

Para No. |Gist of the case Present position
2.4.7.6 As per Rule 10 of the KVAT Rules, 2003, the| 1. Pest Control (India) Pvt.Ltd.
Bullet 3 |allowable deductions from local sale of taxable 32070287182/2012-13
SLNo.1 |goods are (1) sale of goods to units in Special CTO, Special Circle I,

Economic Zone (SEZ) (2) sale to his agent or Ernakulam

principal (3) sale of medicines purchased on

Considering the audit objection,

invoxce;in 1.:"011‘:m s , the assessment has been completed
udit found that in case of 25 out of 42}, per this office proceedings

dealers whose returns scrutinised in nine|ng 32070287182/2012-13  dated
assessment circles, the assessecs availed exemption | 112015 creating  additional
of turnover of Rs. 671.45 crore from their local|g.and of Rs. 87,75,552/-(VAT)
sales turnover without mentioning the nature of| .+  Rg2808,178/-  (Interest)
exemption. Since no exemption is allowable from respectively. The balance amount
the local sales of a dealer under the Act other than |;¢ ,o4er RR.
those mentioned above, the exemption availed was
not in order. However, the assessing authority against  this order before the
accepted the returns without assessing the irregular Deputy Commissioner (Appeals),
exemptions. This resulted in short levy of taX|p.alylam, and the Deputy
including interest under Section 31(5) and penalty |,mmissioner (Appeals)
lunder Section 67 of Rs. 234.89 crore (AppendiX|p akylam has stayed the order
VI) The Tax district-wise deviation from vide their order no. KVATA-
provisions of the Act/Rules. 2558/2015.
Audit observed that amongst the defaulters,
M/s Indian Qil Corporation of Special Circle II
Emakulam was the biggest defaulter with tax effect
of Rs. 148.64 crore. The nature of business dealt by
these dealers are indicated below:
+ Four in Automobiles with tax effect of Rs. st . .
38.79 crore. the 15' appellate autho-nty against
e Three in Hill produce with tax effect of Rs. :1;6 :;Cn;‘;?t ;iﬁi:ﬁ:ﬂ czlrl)?:f:ts
hUAcEg. This was allowed by the appellate

The assessee  filed an appeal

The assessment for 2012-13 was
completed  incorporating  the
findings of the Accountant
General. Aggrieved by the order,
the appellant filed appeal before

e Three in Fast Moving Consumer Goods L Sl
with tax effect of Rs. 11.69 crore. authority with a direction to reduce

o Fifteen in multiple commodities with tax the . lal?our portion fr_om the
offect of Rs. 169.39 crore. fumigation charges received and

Audit noticed that M/s. Indian Oil assess the rest Of,thﬁ portion as
Corporation, M/s Concorde Motors India Ltd of goods consumed in the process.
Special Circle 1 Emakulam, Ms Hindustan|"\OU® NaVe been issued to the
Unilever Limited of Special Circle Mattancherry PAIYY 0 asceriain the labour
and National Handloom Development Corporation porion. As spom BS I B

Ltd. of CTO, II Circle, Kannur repeated the default gscertained, 1.nodjf§edl order will be
for three years. issued and will be intimated.
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Case No. 49
Para No. |Gist of the case Present position
24.7.6 As per Rule 10 of the KVAT Rules, | 3. Ashok Leyland Lid. 32071200174/2013-
Bullet 3 {2005, the allowable deductions from 14

SLNo.3 (local sale of taxable goods are (1) sale of CTQ., Special Circle I, Ernakulam

goods to units in Special Economic Zone

(SEZ) (2) sale to his agent or principal M/s.Ashok Leyland Lid bearing TINI‘
() sale of medicines purchased on 3070200174 is a registered dealer under
tnvoices in Form 8H. KVAT ACT bearing Tin 32070200174., deals

Audit found that in case of 25 out with the sale of Motor Vehicle, vessels and
of 42 dealers whose returns scrutinised in Automobile spare parts etc. During the year
nine assessment CiI'CIBS, the assessees 2013-14 they had filed the annual retumn ws |
availed exemption of turnover of Rs.|y; or AT ACT, discloses total turnover of
671.45 crore from their local sales|pg 143412347387/- and Taxable turnover Of |
turnover without mentioning the nature Rs. 339145919/- and claim an exemption pf|

of exemption. Since no exemption is|p  soeeeloar leads to the andit objection.
allowable from the local sales of a dealer

|
. |
under the Act other than those mentioned o, ou1ation of Short levy of Tax as per audit |
above, the exemption availed was not in .‘
order. However, the assessing authority Exemption Claimed Rs .20888193/- ]|

accepted the returns without assessing [t pUR @14.5% Rs. 3028788/- '
the irregular exemptions. This resulted Interest DUE Rs. 424030/- ‘

in short levy of tax including interest imyio oy and Inerest due. Rs, 34528181 |
under Section 31(5) and penalty under Penalty double the rate of
Section 67 of Rs. 234.89  crore /e 67 (1) of the act is also be leviable for!
(Appendix VI). The Tax district-wise g, irregular claim of exemption. Maximum
deviation  from provisions of the penalty leviable worked out Rs. 6057576/, |
Act/Rules. ) As per Rule 10 of KVAT act, |

Audit observed that amongst the | exemption is allowable from the local sales
defaulters, M/s Indian Qil Corporation of of a dealer except specified under Sale io

Special Ci.rcle | Emakulam was the SEZ, Sales to his agent, sale of medicines
biggest defaulter with tax effect of Rs. purchased with invoice in Form 8H. The

148.64 crore. The nature of business dealer could not proved the exempted with
dealt by these dealers are indicated supporting documens .

below: _ _ ‘ Hence a notice ws 25(1) dated 12 08.2015

* Four in Automobiles with tax had been issued to the dealer and the

effect ‘_3'fR§- 38.79 DI assessment as per the audit objections had

*  Three in Hill produce with tax been completed vide order dated 30.11.2015

effect ‘?f Rs. 15-02‘01'01'3' discloses total tax due Rs.30,28,788/- and

* Threein Fast Moving Consumer interest Rs.6,05,758/-. The dealer filed appeal

Goods with tax effect of Rs. before Hon’ble High Court and as per

11.69 crore. _ .. (WP(C)11030/2016 DATED 12.01.2016 the

* Fifteen in multiple commodities said assessment order is quashed for fresh

with tax effect of Rs. 169.30 assessment. In Order to comply the directions

cr Of‘_?- ) _ .. |of WP® for fresh assessment, a notice dated

Audit noticed that M/s. Indian Oil107.07.2018 had been issued to the dealer and

Corporation, M/s Concorde Motors India they filed reply dated 19.01.2020 with the

Ltd of Special Circle Il Emakulam, M/s invoice wise breakup of local sales alleged to




™ it

-

1

e e b e

l Hon’ble High court.

‘Hindustan Unilever Limited of Speciallbe not accounted in the return. All the|
Circle Mattancherry and National {purchases and sales were accounted and paid
Handloom Development Corporation Rs. 3,02,36,699/- as VAT. Considering the
Ltd. of CTO, 1I Circle, Kannur repeated lreply a revised notice issued to the dealer
the default for three years. dated 21.01.2020 and 16.03.202¢ for
“ difference in interstate purchase [UFNOVeEr
! proposing a balance taxable turnover of Rs.
l 1,97,22.509.00. The dealer has not respond to
] the notice.
‘ The original Assessment and the other actions
\ were done by the legacy office of Assistant
i \Commissioner Special circle 1 Ernakulam. As
\ per notification number
|CT/7520/22/07.01.2023 the file was
\ transferred and present proper officer issued
| notice dated 22.06.2023 to the dealer for
% personal hearing, to comply the directions of




Case No. 50
_I:a;'a No. Gist of the case it —Pr—esent ]Eltlon i
24.7.6 As per Rule 10 of the KVAT Rules, 2005, the! 4. Indian Oil Corporation Ltd.
Bullet 3 |allowable deductions from local sale of taxable 32070300862/2011-12
SI.No.4 [goods are (1) sale of goods to umits in Special CTQ, Special Circle IT

Economic Zone (SEZ) (2) sale to his agent or
principal (3) sale of medicines purchased on
invoices in Form 8H.

Audit found that in case of 25 out of 42
'dealers whose returns scrutinised in nine
\assessment  circles, the assessees availed
exemption of turnover of Rs. 671.45 crore from
their local sales turnover without mentioning the
nature of exemption. Since no exemption is
‘allowable from the local sales of a dealer under the
Act other than those mentioned above, the
lexemption availed was not in order. However, the
:assessing authority accepted the returns without
assessing the irregular exemptions. This resulted
in short levy of tax including interest under
Section 31(5) and penalty under Section 67 of Rs.
1234.89 crore (Appendix VI). The Tax district-
\wise deviation from provisions of the Act/Rules.

' Audit observed that amongst the defaulters,
\M/s Indian Qil Corporation of Special Circle II
‘Emakulam was the biggest defaulter with tax
effect of Rs. 148.64 crore. The nature of business
\dealt by these dealers are indicated below:

Four in Automobiles with tax effect of Rs.
38.79 crore.

Three in Hill produce with tax effect of Rs.
15.02 crore.

Three in Fast Moving Consumer Goods
with tax effect of Rs. 11.69 crore.

Fifieen in multiple commodities with tax
effect of Rs. 169.39 crore.

Audit noticed that M/s. Indian Oil
'Co:porauon M/s Concorde Motors India Ltd of
'Specml Circle II Emakulam, M/s Hindustan
Unilever Limited of Special Circle Mattancherry
and National Handloom Development Corporation
Lid. of CTO, II Circle, Kannur repeated the
default for three years.

Ernakulam

The audit objection in this case is
that the assessees availed exemption
of turnover from their local sales
turnover without mentioning the
nature of exempition. Though the
exemption availed were not in order,
the assessing authority accepted the
returns  without assessing the
irregular exemptions which resulted
in a short levy of tax.

The issue raised in the audit is that
certain turnover has been exempted
without mentioning the nature of
exemption. Accordingly the
assessing authority informed that the
said turnover is based on High sea
Sales and the audit wing sustained
the objection in 25(1) dated
26.09.2016 incorporating the issue
of High Sea Sales in the absence of
documentary evidence. On the
receipt of this notice, the assessee
preferred writ amendment Petition

and obtained stay of further
proceedings vide order in
1A16625/2016 in WP(C)

1120572016 dated 27.10.2016.
Notice Under Section 25(1) of the
KVAT ACT 2003 dated 26.09.2016
duly served on 21.10.2016 to the
dealer, mentioning the defect in the
C&AG report ie.,"The assessee has
conceded Rs.194,02,90,266/- in
Audited Form 13A  statement,
which is claimed as High-sea sales™.
This notice has been stayed by
Hon’ble Highcourt of Kerala vide
WP(C) 11205/16 . The case is still
pending with Hon’ble High court of
Kerala,
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Case No. 53
Para No. |Gist of the case Present position
24.7.6 As per Rule 10 of the KVAT Rules, 2005, the| 7. HCL Infosystems Ltd.
Bullet 3 l|allowable deductions from local sale of taxable goods are 32070312742/2011-12
SLNo.7 |(1) sale of goods to units in Special Economic Zone| CTO Special Circle X1

medicines purchased on invoices in Form 8H.

the natwre of exemption.

was not in order.

wise deviation from provisions of the Act/Rules.

indicated below:

Four in Automobiles with tax effect of Rs. 38.79
crore.

Three in Hill produce with tax effect of Rs. 15.02
Ccrore.

Three in Fast Moving Consumer Goods with tax
effect of Rs. 11.69 crore.

Rs. 169.30 crore.

Circle

Kannur repeated the default for three years.

(SEZ) (2) sale to his agent or principal (3) sale of

Audit found that in case of 25 out of 42 dealers
whose returns scrutinised in nine assessment circles, the
assessees availed exemption of turnover of Rs. 671.45
crore from their local sales turnover without mentioning
Since no exemption is
allowable from the local sales of a dealer under the Act
other than those mentioned above, the exemption availed
However, the assessing authority
accepted the returns without assessing the irregular
exemptions. This resulted in short levy of tax including
interest under Section 31(5) and penalty under Section
67 of Rs. 234.89 crore (Appendix VI). The Tax district-

Audit observed that amongst the defaulters, M/s
Indian Oil Corporation of Special Circle II Emakulam
was the biggest defaulter with tax effect of Rs. 148.64
crore. The nature of business dealt by these dealers are

Fifteen in multiple commodities with tax effect of

Audit noticed that M/s. Indian Oil Corporation,
M/s Concorde Motors India Ltd of Special Circle II
Ernakulam, M/s Hindustan Unilever Limited of Special
Mattancherry and  National Haondloom
Development Corporation Ltd. of CTO, I Circle,

Ernakulam

The assessment for the year
2011-12 based on the Audit
objection has been completed
by the Assistant
Commissioner special cicle I1
on 18-03-2019.The exemption
claimed for Rs.6238609/-
without documentary
evidences has assessed to tax
at 12.5% and interest. As per
KVATA 1403/2019 filed by
the assessee,the appellate
authority directed to verify the
claim of labour coniract of
Rs.124,84100 and if the claim
is proved,directed to allow the

excemption on the 50%
assessed of Rs.6238609.
As per the direction in

KVATA 1403/2019, Deputy
Commissioner ,special circle
-I1 modified the assessment
for 2011-12,on 17-08-2021.
The  assessing  authority
verified the doccuments and
found that the the entire turn
over received were labour
charges for which service tax
had been remitted.So the
amount recieved 1is not
assessble to tax.Regarding the
taxable turnover of AMC , the
dealer produced the details of

goods transferred in the
execution of AMC before the
appellate  authority.In  the

return they had remitted tax
due on the value of goods
amounting to Rs.9979368.12
and remitted tax on it.As per
Rule 9(2)(C) of the rules




—_ — e . — S —— — S— —

where the value of goods
transferred in @ AMC s
ascertainable from the
accounts of the dealer, the
turnover taxable shall be
calculated by adding GP to
the purchase value. As per the |
direction of appellate
authority , the assessing
authority verified the details
of goods transferred in the
execution of AMC during the
year 2011-12, and fixed
taxable turnover by adding
7% GP as per rule 9(2)(C on
modification of the
assessment. And as per the
modification, the

assessee is in excess of]
Rs.138704/-. Since the
modification is based on the
rule 9(2)(C) of the KVAT Act
& rule , the Audit Objection is
not sustainable and hence may
be withdrawn .
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Case No. 58

Para No.

Gist of the case

Present position

2.4.7.6
Bullet 3
SI.No.12

e e ————————

As per Rule 10 of the KVAT Rules, 2005, the
allowable deductions from Jocal sale of taxable
goods are (1) sale of goods to units in Special
Economic Zone (SEZ) (2) sale to his agent or
principal (3) sale of medicines purchased on
invoices in Form 8H.

Audit found that in case of 25 out of 42
dealers whose returns scrutinised in  nine
assessment circles, the assessees availed exemption
of turnover of Rs. 671.45 crore from their local
sales turnover without mentioning the natare of
exemption. Since no exemption is allowable from
the local sales of a dealer under the Act other than
those mentioned above, the exemption availed was
not in order. However, the assessing authority
accepted the returns without assessing the irregular
exemptions, This resulted in short levy of tax
including interest under Section 31(5) and penalty
under Section 67 of Rs. 234.89 crore (Appendix
V). The Tax district-wise deviation from
provisions of the Act/Rules.

Audit observed that amongst the defaulters,
M/s Indian Oil Corporation of Special Circle II
Emakulam was the biggest defanlter with tax effect
of Rs. 148.64 crore. The nature of business dealt by
these dealers are indicated below:

* Four in Automobiles with tax effect of Rs.

38.79 crore.

¢ Three in Hill preduce with tax effect of Rs.

15.02 crore.

* Three in Fast Moving Consumer Goods

with tax effect of Rs. 11.69 crore.

e Fifteen in multiple commodities with tax

effect of Rs. 169.39 crore.

Audit noticed that M/s. Indian OGil
Corporation, M/s Concorde Motors India Ltd of
Special Circle II Ernakulam, M/s Hindustan
Unilever Limited of Special Circle Mattancherry
and National Handloom Development Corporation
Ltd. of CTO, 11 Circle, Kannur repeated the default
for three years.

12. Associated Chemicals
Industry, 32070390794/2012-13
CTO, Special Circle II,
Ernakulam

As per annual return for the year

2012-13 in Form 10 the total
turnover of the assessee is
Rs.11,56,98,668.75 and the

exemption claimed is Rs.1209430/-
and the taxable turnover is
Rs.114489238.75. As per the self
assessment made by the dealer the
exemption claimed is  only
Rs.1209430/-.

Pre-assessment notice was issued
by the assessing authority to the
dealer based on this defect and also
for certain other irregularities. On
receipt of the notice, the dealer
filed reply with all documentary
evidences. Claim of exemption was
on the sales effected to Special
Economic Zone. The dealer
produced Form 43 for the entire
amount and the same has been
accepted. Assessment was
completed vide order Order
No0.320703 02223/2012-13 dated
23.09.2016  and the exemption
was proved with Form 43. The
demand in the order was paid vide
chalan 143/10.11.2016

Copy of assessment order dated

23.09.2016 and Annual return
submitted for verification as
Enclosure. M/s. Associated
chemicals bearing TIN

32070302223 dealing commodities
such as Chemicals coming under

3™ gchedule {Industrial Inputs in

List A) Paints, Polishes Enamles,
Lacquers. As per section 6(7)(c)
sales of Medicines and Drugs

falling under the 37 schedule, in
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respect of which tax had been paid
under the Kerala General sales Tax
Act, 1963 ( 15 of 1963) and which
are held as opening stock on the
first day of April 2005 shall,
subject to  condition and
restrictions, as may be prescribed ,
be exempted from tax.
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Case No. 67

fara No.

Gist of the case

Present position
24.7.6 As per Rule 10 of the KVAT Rules, 2005, the! 21. V-Star Creations Pvt Ltd.
Bullet 3 |allowable deductions from local sale of taxable 32070438652/2013-14
S1.No.21 |goods are (1) sale of goods to uniis in Special CTO, Special Circle L,
|Economic Zone (SEZ) (2) sale to his agent or Ernakulam

principal (3) sale of medicines purchased on
invoices in Form 8H.

Audit found that in case of 25 out of 42
\dealers whose returns scrutinised in nine
\assessment circles, the assessees availed exemption
'of turnover of Rs. 671.45 crore from their local
sales turnover without mentioning the nature of
'exemption. Since no exemption is allowable from
the local sales of a dealer under the Act other than
those mentioned above, the exemption availed was
not in order. However, the assessing authority
accepted the returns without assessing the irregular
lexemptions. This resulted in short levy of tax
inclnding interest under Section 31(5) and penalty
under Section 67 of Rs. 234.89 crore (Appendix
VI). The Tax district-wise deviation from
provisions of the Act/Rules.

Audit observed that amongst the defaulters,
M/s Indian Oil Corporation of Special Circle II
Emakulam was the biggest defaulter with tax effect
of Rs. 148.64 crore. The nature of business dealt
|by these dealers are indicated below:

» Four in Automobiles with tax effect of Rs.
38.79 crore.

» Three in Hill produce with tax effect of Rs.
15.02 crore.

s Three in Fast Moving Consumer Goods
with tax effect of Rs. 11.69 crore.

« Fifteen in multiple commodities with tax
effect of Rs. 169.39 crore.

| Audit noticed that M/s. Indian Oil

\Corporation, M/s Concorde Motors India Ltd of

Special Circle II Emakulam, M/s Hindustan

Unilever Limited of Special Circle Mattancherry

and National Handloom Development Corporation

Ltd. of CTQ, II Circle, Kannur repeated the default

for three years.

Considering the Audit objection the
the assessee has claimed an
exemption of Rs. 19,19,599/- for
the year 2013-14 in the annual
return, the assessment records were
verified and it was found that the
dealer has claimed an exemption of
Rs. 8,85,58,379/- including the
amount pointed out by the Audit.
Hence the assessment for the year
2013-14 has been re-opened and
completed  vide order No.
32070438652/13-14 dtd 22.05.17
creating an additional demand of
Rs. 83,14,276/-.

The amount has been advised for
RR to the IAC Ermakulam.
Consequently an appellate order

was issued by the Deputy
Commissioner vide Order
No:KVATA 2238/2017 dtd

15/05/2018 directed the assessing
authority as under .

“Hence a direction is issued to the
assessing authority to verify the
details, invoices, ledgers of the
appellant to ascertain whether the
amount Rs.8,85,58,379/- relates to
discount allowed through invoice
and to allow exemption on the
turnover allowed as discount as
invoice “.

The assessment was modified vide
Order No.32070438652/2013-14
dated 29.12.2023 .As per the
modified order, the balance demand
to be paid is Rs. 28,98,054/-
(Tax due- Rs.13,35,509/- and

Interest due- Rs.15,62,545/-) .
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Case No. 91

Para No.

Gist of the case

Present position

24.7.6
Bullet 4
SL.No.8

As per Section 6(7)(b) of the KVAT
Act, 2003, sale of any building materials,
industrial inputs, plant and machinery
including components, spares, tools and
consumables in relation thereto to any
developer or industrial unit or
establishments situated in any SEZ in the
State for setting up the unit or use in the
manufacture of other goods shall, subject
to such conditions or restrictions, as may
be prescribed, shall be exempted from tax.
Audit found that eight out of 14
dealers whose returns were scrutinised in
four assessment circles, under Deputy
Commissioner, Emakulam, the assessces
availed exemption of turnover of Rs.
108.97 crore treating it as the sales to units
sitiated in SEZ. Audit found that the
goods sold were surgical equipments,
furniture, computers, electronic goods,
petroleum, furnace oil, etc. Since these
goods do not fall under the exempted
category of goods as mentioned in Section
6(7)(b), the exemption availed was
irregular. Lack of scrutiny by assessing
officers even though the data was available
in KVATIS resulted in short levy of tax
including interest and penalty works out to
Rs. 43.80 crore (Appendix VII).
Audit observed that amongst the
defaulters, M/s  Bharat Petroleum
Corporation Ltd. of Special Circle I,
Ernakulam was the biggest defaulter with
tax effect of Rs. 15.60 crore.

Audit noticed that M/s Bharat
Petroleum Corporation Ltd and M/s. Blue
Star Limited of Special Circle II,
Ernakulam repeated the default for three
years.

8. SFO Technologies Digital Pvt Ltd.
32070415803/2011-12

CTO.Special Circle IIL Ernakulam

The final assessment in respect of the
dealer was completed vide this office
proceedings no.  32070415803/2011-12
dated 23-05-2019 by incorporating the
defects pointed out in the audit report that
the irregular exemption by way of sales to
SEZ claimed in the returns. The total
Turnover of Rs.1,37,42,64,061.00 (without
allowing the exemption claimed by the
dealer for Rs. 20,38,10,782/- as sales to SEZ
which is not proved with requisite forms.
Tax due @ 12.5% - Rs. 4,11,01,348/- Cess
due @ 1% - Rs. 4,11,013/-

Interest - Rs. 3,57,00,631/-

The dealer filed WPC-19339/2019 before
the Hon’ble High Court of Kerala. JC
(Appeals) vide order No. KVATA 105/2023
dtd 22.08.2023 directed to modify the
original assessment order based on certain
other aspects. Accordingly assessment has

been modified vide order No
32070415803/11-12 dtd 20.11.2023 the
dues  outstanding are as  follows.

Tax=8233955/-, Interest= Rs 1527537/-.
RRC issued to

DC(Arrear Recovery) vide No. 1/2024 dt.
06/01/2024.

As per the original assessment order dated
23.05.2019 the twnover conceded =
1,24,92,64,061.00 :
Add lump sum amount for the defect No. 1

= 12,50,00,000.00

Total turn over fixed
=1,37.42,64,061.00

Less turnover self assessed
=4,96,380.00

Less turnover assessed seperately under
CST Act

1,04,49,56,897.00
Balance taxable turnvover
= 32,88,10,784.00
Tax due @ 12.5%
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=4,11,01,348.00

Cess due 1%
=4,11,013.00

Total due
=4,15,12,361.00

Interest due
=3,57,00,631.00

As per the Appellate Order KVATA
105/2023 dated 22.08.2023 of the Joint
Commissioner (Appeals),

Ernakulam ordered to delete the Turnover
addition of Rs.12,50,00,000/- and
assessment is to be

Reconsidered on the basis of actual tax rate
applicable to goods sold. The original
assessment order was modified to the extent
of appellate order dated 20.11.2023 and the
calculation is as stated below.

Total rnover Fixed
=1,37,42,64,061

Less : Turnover self assessed
=4,96,380

Less : Turnover separately assessed in
CST Act =
1,04,49,56,897

Less: Turnover deleted by JC
(Appeals) =
12,50,00,000

Balance taxable turnover
=20,38,10,734

Tax due ©@4%
=81,52,431

Cess due @1% on Rs. 8152431
= 81,524

Total tax due
= 82,33,955

Tax paid
= Nil

Balance Tax due
= 82,33,955

Interest from 04/2012 to 11/2023 (140%)
=1,15,27,537

The Tax rate as per the original Order is
modified from 12.5 % to 4%. Hence the
demand reduced
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Case No. 92
Para No. |Gist of the case Present position N B
2.4.7.6 As per Section 6(7)(b) of the KVAT| 9, SFO Technologies Digital Pvt Ltd. |
Bullet4 |Act, 2003, sale of any building materials, 32070415803/2012-13 CTQ.Special
SLN0.9 |industrial inputs, plant and machinery

including components, spares, tools and
consumables in relation thereto to any
developer or  industrial unit or
establishments situated in any SEZ in the
State for setting up the unit or use in the
manufacture of other goods shall, subject to
such conditions or restrictions, as may be
prescribed, shall be exempted from tax.
Audit found that eight out of 14
dealers whose returns were scrutinised in
four assessment circles, under Deputy
Commissioner, Emakulam, the assessees
availed exemption of turnover of Rs. 108.97
crore treating it as the sales to units situated
in SEZ. Audit found that the goods sold
were surgical equipments, furniture,
computers, electronic goods, petroleum,
furnace oil, etc. Since these goods do not
fail under the exempted category of goods
as mentioned in Section 6(7)(b), the
exemption availed was irregular., Lack of
scrutiny by assessing officers even though
the data was available in KVATIS resulted
in short levy of tax including interest and
penalty works out to Rs. 43.80 crore
(Appendix VII),
Audit observed that amongst the defaulters,
M/s Bharat Petroleum Corporation Ltd. of
Special Circle M, Emakulam was the

biggest defaulter with tax effect of Rs.
15.60 crore.
Audit noticed that M/s Bharat

Petroleum Corporation Ltd and M/s. Blue
Star Limited of Special Circle II, Ernakulam
repeated the default for three years.

Circle ITI, Ernakulam

The assessment in respect of M/s. SFO
Technologies Digital (P) Ltd for the vear
2012-13 has been completed vide order
No. 32070415803/2012-13 dated 01-07-|
2019 by incorporating the defects pointed |
out in the audit report that the irregular|
exemption by way of sales to SEZ claimed |
in the returns amounted to Rs. 3.26 crores.
Additional demand created of Rs.
85,67,590/-. Interest calculated is of Rs.
64,25,693/-. The dealer filed WPC-
24212/2019 before the Hon’ble High Court
of  Kerala. Appellate Authority
[JC(Appeals)] vide order No. KVATA
108/2023 dd 22.08.2023 directed to|
modify the Original assessment order
based on certain other aspects.
Accordingly assessment has been modified
vide order No 32070415803/12-13 dtd
20.11.2023 the dues outstanding are as
follows. Tax=68663/-, Interest= Rs
87889/-. RRC issued to DC(Arrear
Recovery) vide No. 2/2024 dt. 06/01/2024. |
As per the original assessment order dated |

01.07.2019 the turnover conceded =
62,09,03,734

Add lump sum amount for the defect No.1
= 6,20,90,374

Add turnover for defect No. 5
=2,45,879

Total turn over fixed
=68,32,39,987

Less turnover self assessed

= 1,19,068
Less turnover assessed separately under
CST Act

61,96,57,287

Balance Taxable Turnover
= 6,34,63,632

Tax due @ 13.5%
= 85,67,590

Interest

due
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| 64,25.693 R
As per the Appellate Order KVATA
108/2023 dated 72.08.2023 of the Joint
Commissioner (Appeals),

Ernakulam ordered to delete the Turnover
addition of Rs.62090374/- and assessment
is to be
reconsidered on the basis of actual tax rate
applicable to goods sold. The original
assessment order
Was modified to the extent of appellate
order dated 22.08.2023 and the calculation
is as stated below.

Total turnover Fixed
= 68,32,39,987
Less : Tumover self assessed

=1,19,068

Less : Turmover separately assessed in
CST Act =
61,96,57,287

Less: Turnover deleted by JC
(Appeals) =
6,20,90,374

Balance taxable turnover
=13,73,258

Tax due @5%
= 68,663

Tax paid
= Nil

Balance Tax due
= 68,663

Interest from 04/2013 to 11/2023 (128%)
= 87,889

The Tax rate as per the original Order is
modified from 13.5% to 5%. Hence the
demand reduced
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Case No. 93

As per Sectio_n 6(7?13) c;f- the!

Bullet4 KVAT Act, 2003, sale of any
S1.No.19 |building materials, industrial inputs,

plant and wmachinery including
components, spares, tools and
icunsumubles in relation thereto to
lany developer or industrial unit or
establishments situated in any SEZ in
the State for setting up the unit or use
in the manufacture of other goods |
shall, subject to such conditions or
restrictions, as may be prescribed,
shall be exempted from tax.

Audit found that eight out of
14 dealers whose returns were|
scrutinised in four assessment|
circles, under Deputy Commissioner,
Emakulam, the assessees availed
exemption of turnover of Rs. 108.97
crore treating it as the sales to units |
situated in SEZ. Audit found that the
goods sold were surgical equipments,
furniture, computers, electronic
goods, petroleum, furnace oil, etc. |
Since these goods do not fall under|
the exempted category of goods as|
mentioned in Section 6(7)(b), the
exemption availed was irregular. |
Lack of scrutiny by assessing
officers even though the data was
available in KVATIS resulted in
short levy of tax including interest
and penalty works out to Rs, 43.80
crore (Appendix VII).
Audit observed that amongst the
defaulters, M/s Bharat Petroleum
Corporation Ltd. of Special Circle II,
Ernakulam was the biggest defaulter
with tax effect of Rs. 15.60 crore.

Audit noticed that M/s Bharat
Petroleum Corporation Ltd and M/s.
Blue Star Limited of Special Circle
I, Ernakulam repeated the default
for three years.

|India, Ministry of Commerce.

|

10. Safe Care .Rubber- brdd{lce pvt Litd
32070471906/2011-12

CTO.II Circle Kalamassery

Section. 6(7)(b) of the KVAT Act deals with
Sales to Special Economic Zone and payment of
tax exempted at the point of sales into SEZ. The
said section itself is clear that sales of industrial
inputs for the manufacture of Goods to Industrial
units or even the sale of building materials, plant
and machinery etc. for a developer to setting up a
unit, such sales be exempted from tax.

The purchaser M/s. Safe shield India Rubber!
Product (P) Ltd is a manufacturing industrial unit
situated in CSEZ. For manufacturing Goods,
License has been issued to Safe shield India
Rubber Products Pvt Ltd. by Government of

The normal functioning of the industrial unit
(Safe shield India Rubber Products Pvt. Ltd) are
Chlorination,Drying, Reversing, Final
Drying,Inspection, Packing and Sterilization of

e powder coated normal gloves, purchased from
Safe Care Rubber Products (P) Ltd and from!
various Domestic Tariff Area Dealers and the|
powder free gloves are manufactured through
different industrial process at Safe shield India
Rubber Products Pvt. Ltd. This is already certified
by the customs department in the shipping bill
under a separate manufacturing license.

Sales to Special Economic Zone is exempted as
per section.6(7)(b) of the KVAT Act and it was
clearly observed by the Hon’ble Kerala High
Court in WA No.1476/2019 [Govt. of Kerala
Vs.Waves Electronics (P) Ltd). Purchase of
Industrial inputs by an Industrial unit situated at
SEZ is fully exempted as per the above judgment. |
Goods involved in the instant case are eligible for:
exemption as per section 6(7)(b) of the KVAT|
Act. Hence the Audit objection raised is not|
sustainable and the same is requested to be
dropped. \
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Case No. 96
Para No. |Gist of the case Present position
24.7.6 As per Section 6(7)(b) of the! 13. Qutsource Partners International Pvt
Bullet4 KVAT Act, 2003, sale of any building Ltd32071382201/2013-14

SL.No.13

materials, industrial inputs, plant and
machinery including components,
spares, tools and consumables in
relation thereio to any developer or
industrial unit or establishments
situated in any SEZ in the State for
setting up the unit or use in the
manufacture of other goods shall,
subject to such conditions or
restrictions, as may be prescribed,
shall be exempted from tax.

Audit found that eight out of
14 dealers whose returns were
scrutinised in four assessment circles,
under Deputy Commissioner,
Emakulam, the assessees availed
exemption of turnover of Rs. 108.97
crore treating it as the sales to units
situated in SEZ. Audit found that the
goods sold were surgical equipments,
furniture,  computers, electronic
goods, petroleum, furnace oil, etc.
Since these goods do not fall under
the exempted category of goods as
mentioned in Section 6(7)(b), the
exemption availed was irregular. Lack
of scrutiny by assessing officers even
though the data was available in
KVATIS resulted in short levy of tax
including interest and penalty works
out to Rs. 43.80 crore {Appendix
VIH).
Audit observed that amongst the
defaulters, M/s Bharat Petroleum
Corporation Ltd. of Special Circle I,
Ernakulam was the biggest defaulter
with tax effect of Rs, 15.60 crore,

Audit noticed that M/s Bharat
Petroleum Corporation Ltd and Ms,
Blue Star Limited of Special Circle II,
Ernakulam repeated the default for
three years.

CTO.II Circle Kalamassery

The assessee is engaged in providing
Information  technology cnabled  service,
Accounting service of overseas outsourced work.
The assessee is no way dealing with any trading
activities in the exclusive special economic zone
by way of purchase and sales, except for
purchase as goods capitalised in the books of
accounts. During the year 2013-14 | the assessee
has filed annual returns furnishing total turnover
of Rs. 2,62,98,453.52 and taxable turnover of Rs.
2,48,756.00/- with a output tax demand of Rs.
1243/- ( sale of used motor vehicles ). The
assessing  authority on verifying the annual
returns filed for the year 2013-14 noticed
irregular exemption claimed on sale of health
drinks for Rs. 17,83,090/-. The assessee also
claimed works contract turnover of Rs.
2,29,22 571/-. The assessing authority has
completed the assessment under sec 25(1)of the
KVAT Act 2003

The assessment was completed fixing a escaped
Turnover of Rs. 6,2874,746.52 creating a
additional tax demand of Rs. 72,95,579.50 .
Aggrieved by the order of the assessing authority
the assessee preferred appeal before the Deputy
Commissioner (Appeals) Ernakulam. The main
contention raised by the assessee was an error
apparent made by the tax consultant where the
purchase of capital assets by the assessee was
shown as sales in order io nullify the stock. The
assessee has sought a clarification of the matter
before the assessing authority and submitted a
copy of the request made before the assessing
authority,

The assessee has claimed exemption of
Rs. 2,29,22,571/- on sales to CSEZ units in the
annual return filed for the year 2013-14. The
assessee has submitted Audited financial
statements before the appellate authority to prove
their genuineness and also produced bank
accounts to prove the claim of income is from
service. The assessee has also produced
certificate prepared by an independent Chartered
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Accountant based on the verification of the
books of accounts of the appellant that the
operational turnover of the appellant consist of
service income only. Further, the assessee has
carned certain miscellaneous income from scrap
sales which has been declared in the KVAT
return and tax due has been discharged.

The assessee has contented that goods /
services incurred for building interior
infrastructure for Rs. 2,29,22,571/- was actually |
services secured for interior work and civil work
of the Unit in SEZ .

The assessee has contended that turnover
of Rs. 2,94,60,039/- alleged as inter state
purchase suppression was actual purchase of
capital assets and the purchase has been duly
accounted in the books of accounts under the
head Capital assets and also submitted certificate
of independent chartered Accountant to prove
the genuineness of transaction. The assessee has
submitted that the interior work of the office was
done by the works contractors who had used the
KVAT registered TIN number of the assessee
and raised invoices in the name of assessee
which has been duly accounted and paid to the
contractors.

The assessment completed was modified as per
the direction of the appellate authority and also
verifying the books of accounts and evidences
produced by the assessee to prove the
genuineness. It is also reported that the assessee
being a information technology service provider
and not a trader / manufacturer of goods. The
assessee has reported the turnover covered for
purchase of raw materials including iron and
steel products, floor tiles, electrical goods for
towards construction of oifice premises and
machinery including computer systems for their
use in office. The health drinks as per the sales
was not sales but towards cost incurred on
purchase of health drinks from M/s. Coffee day
Global (TIN No. 32070229435 ) which is also
accounted in the books of accounts and also
uploaded in the KVATIS in the monthly returns
filed. . On verification of the sales details, it is
noticed that there was no B2B sales or B2C
Sales effected by the assessee.

The observation of the comptroller
General towards short levy is only on the basis
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of incorrect return filed by the assessee. Even|
though assessed the turnover for escaped
turnover, the assessee preferred appeal before the
Deputy Commissioner {Appeals) Ernakulam.
Based on the directions contained in the
appellate order, the assessment completed under
Sec 25(1) of the KVAT Act 2003 was modified
with a NIL demand. .

The turnover involved is only purchase of
Capital Asset which is duly accounted in the
books of accounts. The assessee is a service
provider in information technology enabled
service. The sales reported mistakenly was
actually goods purchased for their office use
which is accounted in the books of accounts.
Assessee is a service provider in Information
Technology enabled services. The sales reported
is by mistake. The assessee has also produced
audited financial statements, bank accounts,
certificate prepared by an independent Chartered
Accountant based on the verification of the
books of accounts of the appellant that the
operational turnover of the appellant consist of
service income only. The assessee has contented
that goods / services incurred for building
interior infrastructure for Rs. 2,29,22,571/- was
actually services secured for interior work and
civil work of the Unit in SEZ.

Acmally the goods purchased for office use
which is accounted in the the books of accounts.
The health drinks as per the sales was not sales
but towards cost incurred on purchase of health
drinks from M/s. Coffee day Global (TIN No.
32070229435 ) which is also accounted in the
books of accounts and also uploaded in the
KVATIS in the monthly returns filed.

Based on the directions contained in the
appellate order, the assessment completed under
Sec 25(1) of the KVAT Act 2003 was modified |
with a NIL demand. As per annual return ,the
dealer had not availed any ITC for the same.
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Case No. 97
Para No. |Gist of the case Present position
24.7.6 As per Section 6(7)(b) of the KVAT Act, 14. Honey Automation India Ltd
Bullet4 (2003, sale of any building materials, 320'72013472/2012-13
SLNo.14 [industrial inputs, plant and machinery CTO(WC), Ernakulam

including components, spares, tools and
consumables in relation thereto to any
developer or industrial unit or establishments
situated in any SEZ in the State for setting up
the unit or use in the manufacture of other
goods shall, subject to such conditions or
restrictions, as may be prescribed, shall be
exempted from tax.

Audit found that eight out of 14

dealers whose returns were scrutinised in
four assessment circles, under Deputy
Commissioner, Emakulam, the assessees
availed exemption of turnover of Rs. 108.97
crore treating it as the sales to units situated
in SEZ. Audit found that the goods sold were
surgical equipments, furniture, computers,
electronic goods, petroleum, furnace oil, etc.
Since these goods do not fall under the
exempted category of goods as mentioned in
Section 6(7)(b), the exemption availed was
irregular. Lack of scrutiny by assessing
officers even though the data was available in
KVATIS resulted in short levy of tax
including interest and penalty works out to
Rs. 43.80 crore (Appendix VII).
Audit observed that amongst the defaulters,
M/s Bharat Petroleum Corporation Ltd. of
Special Circle II, Ernakulam was the biggest
defaulter with tax effect of Rs. 15.60 crore.

Audit noticed that M/s Bharat
Petroleum Corporation Ltd and M/s. Blue
Star Limited of Special Circle II, Ernakulam
repeated the default for three years.

The assessment of the above dealer for
the year 2012-13 has been completed vide
order no0.32072013472/dt.15-7-14. The
short levy of tax pointed out by the Audit
is made good by completing the
assessment for the above year creating an
additional demand of Rs. 24.17 lakhs.
The amount was under RR before the
Revenue authorities.

The assessment was completed by the
competent authority incorporating the
defect pointed out by the AG. Consequent
on receipt of assessment order the dealer
preferred an appeal and the Appellate
authority -Joint Commissioner (Appeals)
-IILErnakulam disposed the appeal as
"Modified" vide order KVATA-
1227/2013,1228/2013 & 666/2016 dated
23.03.2020.The Appellate authority on
the basis of work order and statutory
document in Form.43, found that the
materials supplied by the assessee were
used by M/s. Tata Consultancy Services
Ltd. for setting up their unit in SEZ.
Hence the claim of exemption by the
assessee on the basis of Section 6(7){b) of
KVAT Act 2003 is well in order and
direction was issued to modify the
assessment.

Modification pending based on appellate
order dated 23.03.2020. (JC Appeals,
Ernakulam). Intimated the dealer for
producing evidences.(Form 43 produced
by the dealer to prove supply to SEZ and
its eligibility of exemption). The
Commodities are purchase of Industrial
Inputs/Plant & Machinery- (Including
Components)/Spares , tools and
consumables(other  than  petroleum
products covered by fourth schedule to
the KVAT Act)




Case No. 98~
Para No. |Gist of the case Present position
24.7.6 As per Section 6(7)(b) of the KVAT Act, 2003, | 15. Honey Automation India

Bullet4 |sale of any building materials, industrial inputs, plant| Ltd 32072013472/2013-14
SL.No.15 |and machinery including components, spares, tools and CTO(“;C).. Erl:ékulam
consumables in relation thereto to any developer or B
industrial unit or establishments situated in any SEZ in
the State for setting up the unit or use in the| The assessment of the above
- imanufacture of other goods shall, subject to suchl|geajer for the years 2013-14 has
conditions or restrictions, as may be prescribed, shall jheen  completed vide order
be exempted from tax. n0.32072013472/dtd. 24-11-15
Audit found that eight out of 14 dealers whose \respectively. .The short levy of
returns were scrutinised in four assessment circles,|tax pointed out by the Audit is
under Deputy Commissioner, Emakulam, the assessees \made good by completing the
availed exemption of turnover of Rs. 108.97 crore |pgcessment for the above year
treating it as the sales to units simated in SEZ. Audit |creating an additional demand
found that the goods sold were surgical equipments, |of Rs. 66.85 lakhs. The amount
furniture, computers, electronic goods, petroleum,
furnace oil, etc. Since these goods do not fall under the
exempted category of goods as mentioned in Section |The assessment was completed
6(7)(h), the exemption availed was irregular. Lack of i,y the competent authority
scrutiny by assessing officers even though the data was|jncorporating the defect pointed
available in KVATIS resulted in short levy of taX|out by the AG. Consequent on
including interest and penalty works out to Rs. 43.80 | eceipt of assessment order the
crore (Appendix VIi). dealer preferred an appeal and
Audit observed that amongst the defaulters, M/s Bharat i Appellate authority -Joint
Petroleum Corporation Ltd. of Special Circle IL|Commissioner (Appeals)
Ernakulam was the biggest defaulter with tax effect of |_yif Ernakulam  disposed  the

Rs. 15.60 crore. appeal as "Modified" vide order
KVATA-1227/2013,1228/2013

& 666/2016 dated
23.03.2020.The Appellate
authority on the basis of work
order and statutory document in
Form.43, found that the
materials supplied by the
assessee were used by M/s. Tata
Consultancy Services Ltd. for
setting up their unit in SEZ.
Hence the claim of exemption
by the assessee on the basis of
Section 6(7)b) of KVAT Act
2003 is well in order and
direction was issued to modify
the assessment . Modification
pending based on appeliate
order dated 23.03.2020. (IC
Appeals, Ernakulam). Intimated
the dealer for producing

was pending under RR.

Audit noticed that M/s Bharat Petroleum
Corporation Ltd and M/s. Blue Star Limited of Special
Circle I, Emakulam repeated the default for three
years.
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evidences. (Form 43 produced
by the dealer to prove supply to
SEZ and its eligibility of
exemption),The Commodities
are purchase of Industrial
Inputs,/Plant &  Machinery|
(Including Components)/Spares,
tools and consumables(other
than  petroleum  products
covered by fourth schedule to
yhe KVAT Act)




Case No. 116 ~

25F, Form 8H invoices, Form E1 or the
documents supporting high sea sales as the
case may be.

Audit observed that 22 out of 37
dealers in 12 assessment circles exempted a
rurnover of Rs. 1,007.71 crore by claiming that
the goods were sold (1) to a unit situated in
SEZ, (2) through auction (3) as tax previously
suffered on its MRP. However, no statutory
documents such as Form 43, Form 25F or
Form 8H, were produced to prove their claims.
Audit found that the assessing officers were

not completing the assessments, even in the
absence of such statutory declarations. In the
absence of such statutory forms, the exemption
claimed was not in order resulting in short levy
of tax including interest u/s 31(5) and penalty
w/s 67 amounting to Rs. 151.38 crore
(Appendix VIID). The Tax district-wise
deviation from provisions of the Act/Rules.
Audit observed that amongst the
defaulters, M/s. JMJ Trader of Special Circle,
Kottayam was the biggest defaulter with tax
effect of Rs. 51.37 crore. The nature of
business dealt by these dealers are as follows:
e Seven in Medicine with tax effect of
Rs. 40.79 crore.
e Tive in Tea auction with tax effect of
Rs. 50.70 crore.
e Six were sellers to Special Economic
Zone with tax effect of Rs. 58.55 crore.
Four were sub contractors with tax effect of
Rs. 1.34 crore.

(Para No. !Gist of the case Present position

24.7.6 As per Rule 10 of the KVAT Rules, the 18. Amrita Enterprises (P), Ltd
Bullet 5 |dealer is entitled to deduct the turnover 2005 if 32010108524/2011-12
S1.No.18 the turnover is supported by Form 43, Form CTO, Special Circle

Thiravananthapuram

Assessment completed as per order
dated 25.03.2019. Creating additional
demand Rs. 5,18,463/-. As per the
Appellate order No.VATAK 488/19 dud
23.02.2020 the assessment Wwas
modified modified on 8.12.2021 with a
NIL demand.

According to the Audit objections the
assessment was initially completed vide
order dated 28/03/2019  creating
additional demand Rs.2,95,134/- (Tax)
and Rs.2,47,913/- (interest) from
Deputy Commissioner (Special Circle)
Thiruvananthapuram. Aggrieved by this
order the assessee filed appeal before
the Joint Commissioner (Appeal)
Thiruvananthapuram. As per order
VATA K-488/19 dated 23/19/2020, the
Joint Commissioner (Appeals)
Thiruvananthapuram has modified the
disputed assessment.

In the light of the modified order
Deputy Commissioner (Special Circle),
Thiruvananthapuram called for Books
of Accounts of the dealer with
connected documents for verification.
The dealer filed documents such as
copy of invoices related to the purchase
of capital assets and statement of
duplicate purchase of 6(2) in Part “C”
of the annual return for verification of
purchase of  capital goods  for
Rs.4,12,383.69 and Rs.36,75,218.18
related to 6(2) purchase related in part
«A and C” of the annual return. The
assessing authority cross checked the
purchase list of capital goods accounted
and found that Rs.4,12,383.69 related to
the capital goods purchase in page 6 &
7 of annual return related and availed

TTC and hence the contention in this




regard accepted by the assessing
authority.

The assessing authority examined
the next contention related to  6(2)
purchase with reference to the returns
filed and summary of purchase from
unregistered dealers included in local
purchase not eligible for ITC, and it was
confirmed that the 6(2) purchase
mentioned in part A of the returm was
repeated in part C also. Hence, the
assessing authority concluded that there
was duplication of 6(2) purchase in
return. In the above aspects the
completed assessment U/s 25 (1) of the
KVAT Act for the year 2011-12 was
modified as per order dated
08.12.2021. The exemption claimed for
Rs.71.95¢crore as medicine second sales
for the year 2011-12 is proved with
statutory documents. The dealer has
furnished Form.8H invoices for
medicine purchased @VAT on MRP as
the proof of exemption claimed.




Case l\floi 124~

rP':cn; No.
2476
Bullet 5
1 SL
No.26

|Gist of the case

Present position

As per Rule 10 of the KVAT Rules,
the dealer is entitled to deduct the
turnover 2005 if the tumover is
supported by Form 43, Form 25F, Form
8H invoices, Form E1 or the documents
supporting high sea sales as the case
may be.

Audit observed that 22 out of 37
dealers in 12 assessment circles
exempted a turnover of Rs. 1,007.71
crore by claiming that the goods were
sold (1) to a unit situated in SEZ, (2)
through auction (3) as tax previously
suffered on its MRP. However, no
statutory documents such as Form 43,
Form 25F or Form 8H, were produced to
prove their claims. Audit found that the

the assessments, even in the absence of
such statutory declarations. In the
absence of such statutory forms, the
exemption claimed was not in order
resulting in short levy of tax including
interest w/s 31(5) and penalty u/s 67
amouniing to Rs. 151.38 crore
(Appendix VIII). The Tax district-wise
deviation from provisions of the
Act/Rules.

Audit observed that amongst the
defaviters, M/s. JMJ Trader of Special
Circle, Kottayam was the biggest
defaulter with tax effect of Rs. 51.37
crore. The nature of business dealt by
these dealers are as follows:

* Seven in Medicine with tax
effect of Rs. 40.79 crore.
Five in Tea auction with tax
effect of Rs. 50.70 crore.
Six were sellers to Special
Economic Zone with tax effect
of Rs. 58.55 crore.
Four were sub contractors with tax
leffect of Rs. 1.34 crore.

1
|

assessing officers were not completing |

26.0utsource Partners International Pvt.
Ltd.

32071382201/2013-14

CTO, I Circle I, Kalamassery

M/s. Outsource Partners Intermational Pvt.
Ltd.,CEZ, Kakkanad is dealing accounting of
overseas outsource work. In the annual return
for the year 2013-14 in Part A Sales/Disposal,
the assessee has shown an amount of
Rs.2,29,22,571/- under works contract. They
have also shown the same figure under the
head of works contract in Part C of the returns.
ie., Purchases. The assessee is not doing any
works contract. The goods purchased are for
own use. The same figure is shown in the sales
portion in order to tally the stock position.
During the year 2013-14, the assessee has filed
annual returns furnishing total turnover of Rs.
2,66,99,357.52 and claimed exemption for
‘Rs.2,60,49,697.52/—. Since the exemption
\claimed by the dealer was without submitting
lany statutory documents in support of the
claim. Hence notice was issued to the
assessee and completed assessment under
section 25(1) of the Act, by assessing the
escaped turnover of Rs.6,28,74,746.52/-
creating an additional demand of Rs.
72,95,579.50/-,

Aggrieved by the order of assessing authority,
the assessee preferred appeal before the
Deputy Commissioner (Appeals) Ernakulam.
Based on the directions contained in the
appellate  order  (Order  No.KVATA
3048/2019.dtd 17.12.2019 of The Deputy
Commissioner, Ernakuam) and after verifying
the books of accounts and evidences produced
by the assessee, the assessment was modified
as a case of 'NIL' demand.

‘It is reported that the assessee is an
information technology service provider
providing Information Technology enabled
service,  accounting service of overseas,
outsourced work. The assessee is not dealt
with any trading activities in the exclusive
special economic zone by way of purchase or|
sales of goods, except for purchase of goodsi
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which were capitalised in the books of

accounts. The turnover covered under
purchase was raw materials including iron and
steel products, floor tiles, electrical goods etc,
for the construction of office premises and
machineries including computer system for
office use. Sales turnover of health drinks
conceded in the returns was actually not sales;
but towards the cost incurred on purchase of
health drinks from M/s.Coffee day Global
(TIN No. 32070229435) which was also
accounted in the books of accounts and also
uploaded in the KVATIS. On verification of
the sales details, it is noticed that there was no
B2B or B2C sales effected by the assessee.
The assessee is engaged in providing
Information technology enabled service,
Accounting service of overseas outsourced
work. The assessee is no way dealing with any
trading activities in the exclusive special
economic zone by way of purchase and sales,
except for purchase as goods capitalised in the
books of accounts. The assessing authority on
verifying the annual returns filed for the year
2013-14 noticed irregular exemption claimed
on sale of health drinks for Rs. 17,83,090/-.
The assessee also claimed works contract
turnover of Rs. 2,29,22,571/-, The assessing
authority has completed the assessment under
sec 25(1)of the KVAT Act 2003

The assessment was completed fixing a
escaped Turnover of Rs. 6,28,74,746.52
creating a additional tax demand of Rs.
72,95,579.50 . Aggrieved by the order of the
assessing authority the assessee preferred
appeal before the Deputy Commissioner
(Appeals) Ernakulam. The main contention
raised by the assessee was an error apparent
made by the tax consultant where the purchase
of capital assets by the assessee was shown as
sales in order to nullify the stock. The assessee
has sought a clarification of the matter before
the assessing authority and submitted a copy
of the request made before the assessing
authority.

The assessee has claimed exemption of
Rs. 2,29,22,571/- on sales to CSEZ units in
the annual return filed for the year 2013-14.
The assessee has submitted Audited financial




statements before the appellate authority to
prove their genuineness and also produced
bank accounts to prove the claim of income is
from service. The assessee has also produced
certificate prepared by an independent
Chartered  Accountant based on the
verification of the books of accounts of the
appellant that the operational turnover of the
appellant consist of service income only.
Further, the assessee has earned certain
miscellaneous income from scrap sales which
has been declared in the KVAT return and tax
due has been discharged.

The assessee has contented that goods /
services incurred for building interior
infrastructure for Rs. 2,29,22,571/- was
actually services secured for interior work and
civil work of the Unitin SEZ,

The assessee has contended that
turnover of Rs. 2,94,60,039/- alleged as inter
state  purchase suppression was actual
purchase of capital assets and the purchase has
been duly accounted in the books of accounts
under the head Capital assets and also
submitted certificate of independent chartered
Accountant to prove the genuineness of
transaction. The assessee has submitted that
the interior work of the office was done by the
works contractors who had used the KVAT
registered TIN number of the assessee and
raised invoices in the name of assessee which
has been duly accounted and paid to the
contractors.

The assessment completed was modified as
per the direction of the appellate authority and
also verifying the books of accounis and
evidences produced by the assessee to prove
the genuineness. It is also reported that the
assessee being a information technology
service provider and not a trader /
manufacturer of goods. The assessee has
reported the turnover covered for purchase of
raw materials  including iron and steel
products, floor tiles, electrical goods for
towards construction of office premises and
machinery including computer systems for
their use in office. The health drinks as per the
sales was not sales but towards cost incurred
on purchase of health drinks from M/s. Coffee
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day Global (TIN No. 32070229435 ) which is
also accounted in the books of accounts and
also uploaded in the KVATIS in the monthly
returns filed. . On verification of the sales
details, it is noticed that there was no B2B
sales or B2C Sales effected by the assessee.

The observation of the comptroller
General towards short levy is only on the basis
of incorrect return filed by the assessee. Even
though assessed the turnover for escaped
turnover, the assessee preferred appeal before
the  Deputy  Commissioner (Appeals)
Emakulam. Based on the directions contained
in the appellate order, the assessment
completed under Sec 25(1) of the KVAT Act
2003 was modified with a NIL demand. .

The turnover involved is only purchase of
Capital Asset which is duly accounted in the
books of accounts. The assessee is a service
provider in information technology enabled
service. The sales reported mistakenly was
actually goods purchased for their office use
which is accounted in the books of accounts.
There is no loss of revenue in this case. Audit
observation was on the basis of the incorrect
return filed by the assessee. Audit objection is
non sustainable. Hence the audit objection
may kindly be dropped.

The assessee has claimed exemption of Rs.
2,29,22,571/- on sales to CSEZ units in the
annual return filed for the year 2013-14. The
assessee has submitted Audited financial
statements before the appellate authority to
prove their genuineness and also produced
bank accounts to prove the claim of income is
from service. The assessee has also produced
certificate  prepared by an independent
Chartered  Accountant based on the
verification of the books of accounts of the
appellant that the operational turnover of the
appellant consist of service income only.As
per annual return ,the dealer had not availed
any ITC for the same.




ik Case No 137
i'l_'-‘.ar‘a No. |Gist of the case Present position
2.4.7.6(6) | As per Rule 10 of KVAT Rules, 2005, the{7. T.V. Sundaram Iyengar and Sons Private
SL.No.7 dealer is entitled to deduct from his|Limited

turnover, all amounts allowed to purchases

32010188782/2010-11

in respect of goods returned by them,

CTOQ, Special Circle, Thiruvananthapuram

where the goods are taxable on the amount
for which they have been sold. Section 41
of the Act stipulates that the selling dealer
shall issue credit notes and the purchaser
effecting the sales return shall issue debit
notes in Form No. 9. Proviso to Rule 59

The C&AG had conducted an audit in the case of
M/s TVS & Sons with TIN 32010188782. Audit
revealed that the dealer had claimed sales return
without supporting debit/credit notes and worked
out short levy as shown below.

states that a credit note claim shall be
supported by debit notes.
Audit observed that 27 out of 41

dealers whose returns were scrutinised in

Year

ITC claim IInterest Tax + Interest
on sales

retarn

ten assessment circles had adjusted Rs.
19.66 crore from their tax due, claiming it
as the tax element on sales return.

2010-

2.47,74,864 1,23,87,43
1 2

3,71,62,296

However, the claim was not supported by
the corresponding debit notes issued by
the purchasers to the credit note of the

2011-
12 4

3,59,93,116 [1,36,77,38 #4,96,70,500

dealers. Lack of scrutiny by assessing
officer resulted in escapement of such

tax on this account worked out to Rs.

2012-
omissions undetected. The short levy of 3

2,63,17,582 68,42,571 13,31,60,153

64.45 crore. The Tax district-wise
deviation from provisions of the
Act/Rules,

2013-
14

4,70,72,473 165,90,146 5,36,62,619

f Audit observed that amongst the
\defaulters, M/s. TV Sundaram Iyenger &
Sons Private Limited of Special Circle,

‘Thiruvananthapuram was the biggest
defaulter with tax effect of Rs. 44.20
crore.

Audit noticed that M/s. Nestle
India Limited and M/s. Prism Cement

'Limited of Special Circle I, Ernakulam
repeated the default for three years and
'‘M/s. TV Sundram Tyengar & Sons Private
'Limited of Special Circle,
!Thiruvananthapuram repeated the default
for four years.

|prospective customers whom the company

Based on the above along with certain other
defects detected on verification, notices under
Section 25(1) were issued to the dealer. The
dealer had filed detailed reply along with
supporting documents explaining the |
circumstances in which claim of input tax credit |
was taken on sales related credit notes.

In reply filed, the dealer had explained the
circumstances in which the transaction arises. It
was submitted that in automobile sector, it is an
industry wise practice wherein the invoices are
raised in the month end in the name of

believes will take delivery of the vehicle. |
However, many at times, these sales do not get|
materialize and therefore the vehicle is resold to
some other customer, and the earlier invoice is

1(:ancalcd.

According to the dealer, “certain
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customers were interested in buying vehicles andii
that far as the stage of TVS raising invoices.
However, the customers did not consummate the
deal and did not effect full payment or effect
payment and not taken delivery and proceed with
registration and consequently the invoices had to |
be canceled. The invoices were canceled by
raising credit notes against the parties. The said
party is not a registered dealer under the VAT
Act, but a non dealer. There is another document
called “vehicle return” apparently claiming tobe
issued in Form No.9, styled “credit/debit note”.
There may also be cases of an invoice and credit
not falling on consecutive days or different dates.
TVS had apparently remitted Kerala VAT at
12.5% or at prevailing rate as shown under the
VAT/retail invoice in their returns filed under the
Act. This “vehicle return” in Form No.9 is not
accepted and objections are raised.”

It is submitted that the assessment of the
dealer was completed as shown below including
certain other defects noted in verification by this
office.

Year Assessment order Additional
No.& date demand created

2010-11 32010188782 did  6,20,91,611
20.02.17

2011-12 32010188782 did [5,78,05,845
20.02.17

2012-13 32010188782 dtd |10,77,12,816
06.03.17

2013-14 32010188782 did  (16,58.15,779
06.02.17

The dealer had filed Wp(c) No.6242/17, 9631/17
before the High Court of Kerala against the
assessment order for all the years relating to
claim of sales return. The High Court of Kerala
vide judgment in Wp(c) No.6242/2017(E) dated
13.03.2017 quashed the assessment relating to
sales return based on the undertaking of the
petitioner that they could produce the documents
being the invoices raised on the very same chasis
No. and engine No. and the credit note issued as
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also the extract of RC Book from the website of
the Kerala Motor Vehicles Department for de
novo consideration.

As per the direction of the Hon 'ble High court in
WPC No.9679/2017 dated 21/03/2017, dealer
paid 20% of the disputed tax Rs.14,05,576/- as
per chalan no. 882932 dated 24.03.17 as first
installment and Rs.14,05.576/- as per chalan
0. KL001368262201718M dated 08.05.2017 as
second instaliment. The dealer filed Second
appeal before Hon’ble Appellate Tribunal,
TVPM vide Appeal No. TA(VAT) No. 43672018
dtd 13.02.23, the Appellate Tribunal directed to
modify the assessment order after verifying the
books of accounts. The assessee produced the
books of accounts only on 01.03.2024 and

modification is under processing.
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Case No 138
Para No. |Gist of the case . Present position L
2.4.7.6(6) | As per Rule 10 of KVAT Rules, 2005, 8. T.V. Sundaram Iyengar and Sons
SLNo.8  [the dealer is entitled to deduct from his| Private Limited 32010188782/2011-12

turnover, all amounts allowed to
purchases in respect of goods returned
by them, where the goods are taxable
on the amount for which they have been
sold. Section 41 of the Act stipulates
that the selling dealer shall issue credit
notes and the purchaser effecting the
sales return shall issue debit notes in
Form No. 9. Proviso to Rule 59 states
that a credit note claim shall be]
supported by debit notes.

Audit observed that 27 out of 41
dealers whose returns were scrutinised

CTO, Special Circle,
Thiruvananthapuram

The C&AG had conducted an audit in the
case of M/s TVS & Sons with TIN
32010188782. Audit revealed that the dealer|
had claimed sales return without supporting
debit/credit notes and worked out short levy
as shown below.

in ten assessment circles had adjusted
Rs. 19.66 crore from their tax due,
claiming it as the tax element on sales
return. However, the claim was not

supported by the corresponding debit
notes issued by the purchasers to the
credit note of the dealers. Lack of

scrutiny by assessing officer resulted in
escapement of such  omissions
undetected. The short levy of tax on

this account worked out to Rs. 64.45
crore. The Tax district-wise deviation
from provisions of the Act/Rules.

Year [ITC claim |[Interest [Tax + i
on sales Interest
return

D010- [2,47,74,86 [1,23,87.4 3.71,62.296

11 U 32

D011- 13,59,93.11 [1,36,77,3 4,96.70,500

12 6 34

D012- [2,63,17,58 168,42,571 3.31,60,153

T

D013- 4.70,72,47 165,90,1465.36,62.619

4 B

Audit observed that amongst the
defaulters, M/s. TV Sundaram Iyenger
& Sons Private Limited of Special
Circle, Thiruvananthapuram was the
biggest defaulter with tax effect of Rs,
44.20 crore.

Audit noticed that M/s. Nestle
India Limited and M/s. Prism Cement
Limited of Special Circle 1, Ernakulam
repeated the default for three years and
M/s. TV Sundram Iyengar & Sons
Private Limited of Special Circle,
Thiruvananthapuram  repeated  the
default for four years.

Based on the above along with certain other
defects detected on verification by this office,
notices Under Section 25(1) were issued to
the dealer. The dealer had filed detailed reply
along with supporting documents explaining
the circumstances in which claim of input tax
credit was taken on sales related credit notes.

In reply filed, the dealer had explained
the circumstances in which the transaction
arises. It was submiitted that in automobile
sector, it is an industry wise practice wherein
the invoices are raised in the month end in the
name of prospective customers whom the
company believes will take delivery of the
vehicle. However, many at times, these sales
do not get materialize and therefore the
vehicle is resold to some other customer, and
the earlier invoice is canceled.
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According to the dealer, “certain
customers were interested in buying vehicles
and that far as the stage of TVS raising
invoices. However, the customers did not
consummate the deal and did not effect full
payment or effect payment and not taken
delivery and proceed with registration and
consequently the invoices had to be canceled.
The invoices were canceled by raising credit
notes against the parties. The said party is
not a registered dealer under the VAT Act,
but a non dealer. There is another document
called “vehicle return” apparently claiming
tobe issued in Form No.9, styled “credit/debit
note”. There may also be cases of an invoice
and credit not falling on consecutive days or
different dates. TVS had apparently remitted
Kerala VAT at 12.5% or at prevailing rate as
shown under the VAT/retail invoice in their
returns filed under the Act. This “vehicle
return” in Form No.9 is not accepred and
objections are raised.”

It is submitted that the assessment of
the dealer was completed as shown below
including certain other defects noted in
verification by this office.

Year | Assessment Additional
order No.& date demand
created

2010- 32010188782 [6,20,91,611
11 ded 20.02.17

2011- 32010188782 15,78,05,845
12 dtd 20.02.17

2012- }201(}188782 10,77,12,816
13 dtd 06.03.17

2013- (32010188782  |16,58.15,779
14 dtd 06.02.17

The dealer had filed Wp(c) No.6242/17,
9631/17 before the High Court of Kerala
against the assessment order for all the years
relating to claim of sales return. The High
Court of Kerala vide judgment in Wp(c)
No.6242/2017(E) dated 13.03.2017 quashed
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the assessment relating to sales return based
on the undertaking of the petitioner that they
could produce the documents being the
invoices raised on the very same chasis No.
and engine No. and the credit note issued as
also the extract of RC Book from the website
of the Kerala Motor Vehicles Department for
de novo consideration.

As per the direction of the Hon’ble High
court in  WPC No.9679/2017 dated
2170372017, dealer paid 20% of the disputed
tax Rs.3,82,007/- as per chalan no. 882933
dated 24.03.17 as first installment and
Rs.3,82,007/- as per chalan no
KL001367821201718M dated 08.05.2017 as
second installment. The dealer filed Second
appeal before Hon'ble Appellate Tribunal,
TVPM vide Appeal No. TA(VAT) No.
43772018 did 13.02.23,the Appellate
Tribunal directed to modify the assessment
after verifying the books of accounts. The
assesse has not produced the books of

daccounts hence the modification is pending,
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Case No 139

Para No.

Gist of the case

Present position

2.4.7.6(6)
SLNo.9

As per Rule 10 of KVAT Rules, 2005, the
dealer is entitled to deduct from his turnover,
all amounts allowed to purchases in respect
of goods returned by them, where the goods
are taxable on the amount for which they
have been sold. Section 41 of the Act
stipulates that the selling dealer shall issue
credit notes and the purchaser effecting the
sales return shall issue debit notes in Form
No. 9. Proviso to Rule 59 states that a credit
note claim shall be supported by debit notes.
Audit observed that 27 out of 41
dealers whose returns were scrutinised in ten
assessment circles had adjusted Rs. 19.66

9. T.V. Sundaram lyengar and Sons
Private Limited
J2010188782/2012-13

CTO, Special Circle,
Thiravananthapuram

The C&AG had conducted an audit in the
case of M/s TVS & Sons with TIN
32010188782, Audit revealed that the
dealer had claimed sales return without
supporting debit/credit notes and worked
out short levy as shown below.

crore from their tax due, claiming it as the
tax element on sales return. However, the
claim was not supported by the
cotresponding debit notes issued by the

TC claim
on sales
return

Tax +
Interest

Year Interest

purchasers to the credit note of the dealers,
Lack of scrutiny by assessing officer resulted
in escapement of such omissions undetected.

2010-
11

2,47,74,86
4

1,23,87
,432

3,71,62,29
6

The short levy of tax on this account worked
out to Rs. 64.45 crore. The Tax district-wise
deviation from provisions of the Act/Rules.

Audit observed that amongst the

2011-
12

3,59,93,11
6

1.36,77
,384

4,96,70,50
0

defaulters, M/s. TV Sundaram Iyenger &
Sons Private Limited of Special Circle,
Thiruvananthapuram was the  biggest

2012-
13

2,63,17,58
2

68,42,5
71

3,31,60,15
3

defaulter with tax effect of Rs. 44.20 crore.
Audit noticed that M/s. Nestle India
Limited and M/s. Prism Cement Limited of

2013-
i4

4,70,72,47
3

65,90,1
46

5,36,62,61
9

Special Circle I, Ernakulam repeated the
default for three years and M/s. TV Sundram
Iyengar & Sons Private Limited of Special
Circle, Thiruvananthapuram tepeated the
default for four years.

Based on the above along with certain
other defects detected on verification by
this office, notices Under Section 25(1)
were issued to the dealer. The dealer had
filed detailed reply along with supporting
documents explaining the circumstances
in which claim of input tax credit was
taken on sales related credit notes.

In reply filed, the dealer had
explained the circumstances in which the
transaction arises. It was submitted that
in automobile sector, it is an industry
wise practice wherein the invoices are
raised in the month end in the name of




L‘.ﬂ—; 2

A3

prospective  customers whom the
company believes will take delivery of
the vehicle. However, many at times,
these sales do not get materialize and
itherefore the vehicle is resold to some
other customer, and the earlier invoice is
canceled.

According to the dealer, “certain
customers were interested in buying
vehicles and that far as the stage of TVS
raising invoices. However, the customers
did not consummate the deal and did not
effect full payment or effect payment and
not taken delivery and proceed with
registration and consequently the
invoices had to be canceled. The invoices
were canceled by raising credit notes
against the parties. The said party is not
a registered dealer under the VAT Act,
but a non dealer. There is another
\document called “vehicle return”
\apparently claiming tobe issued in Form
No.9, styled “credit/debit note”. There
may also be cases of an invoice and
credit not falling on consecutive days or
different dates. TVS had apparently
remitted Kerala VAT at 12.5% or at
prevailing rate as shown under the
VAT/retail invoice in their returns filed
under the Act. This “vehicle return” in
Form No.9 is not accepted and
objections are raised.”

It is submitted that the assessment
of the dealer was completed as shown
below including certain other defects
noted in verification.

Year | Assessment | Additional
i order No.& | demand
date created

2010 32010188782 16,20,91,611
F11 ded 20.02.17

2011 32010188782 |5,78,05,845
-12 dtd 20.02.17

E)-IZ 32010188782 |10,77,12,81
-13  dtd 06.03.17 6




013 32010188782 [16,58.15,77

|

t

1114 dtd 06.02.17 9
|

i

The dealer had filed Wp(c) No.6242/17,|
19631/17 before the High Court of Kerala
against the assessment order for all the
years relating to claim of sales return.
The High Court of Kerala vide judgment
in  Wpc) No.6242/2017(E) dated
13.03.2017 quashed the assessment
relating to sales return based on the
undertaking of the petitioner that they)
could produce the documents being the
invoices raised on the very same chasis
INO and engine No. and the credit note
lissued as also the extract of RC Book
from the website of the Kerala Motor
Vehicles Department for de novo
consideration.

As per the direction of the Hon’ble High
court in WPC No.9679/2017 dated
21/03/2017, dealer paid 20% of the
disputed tax Rs.50,00,000 as per chalan
no. 882934 dated 24.03.17, Rs.3,48,106
as per chalan no 882965 did 24.03.17 as
first installment and Rs.50,00,000 as per
chalan no KL001367568201718M dated
08.05.2017, Rs. 3,48,103/- as per chalan
no KLO0G1367330201718M  dated
08.05.2017 as second installment. The
dealer filed Second appeal before1
Hon’ble Appellate Tribunal, TVPM vzde
Appeal No. TA(VAT) No. 250/2019 dtd'
05.04.2023,the  Appellate  Tribunal |
directed to modify the assessment after |
verifying the books of accounts. The[
assesse has not produced the books of |
accounts hence the modification is|
pending.
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Case No 140
Para No. |Gist of the case Present position
2.4.7.6(6) | As per Rule 10 of KVAT Rules, 2003, the |10. T.V. Sundaram Iyengar and Sons
SL.No.10 |dealer is entitled to deduct from his|Private Limited

turnover, all arounts allowed to purchases
in respect of goods returned by them,
where the goods are taxable on the amount
for which they have been sold. Section 41
of the Act stipulates that the selling dealer
shall issue credit notes and the purchaser
effecting the sales return shall issue debit
notes in Form No. 9. Proviso to Rule 59
states that a credit note claim shall be
supported by debit notes.

Audit observed that 27 out of 41
dealers whose returns were scrutinised in
ten assessment circles had adjusted Rs.
19.66 crore from their tax due, claiming it
as the tax element on sales return.
However, the claim was not supported by
the corresponding debit notes issued by the
purchasers to the credit note of the dealers.
Lack of scrutiny by assessing officer
resulted in escapement of such omissions
undetected. The short levy of tax on this
account worked out to Rs. 64.45 crore.
The Tax district-wise deviation from
provisions of the Act/Rules.

Audit observed that amongst the
defaulters, M/s. TV Sundaram Iyenger &
Sons Private Limited of Special Circle,
Thiruvananthapuram was the Dbiggest
defaulter with tax effect of Rs. 44.20 crore.

Audit noticed that M/s. Nestle India
Limited and M/s. Prism Cement Limited
of Special Circle I, Ernakulam repeated the
default for three years and Mfs. TV
Sundram Iyengar & Sons Private Limited
of Special Circle, Thiruvananthapuram
repeated the default for four years.

32010188782/2013-14
CTO, Special Circle,
Thiruvananthapuram

The C&AG had conducted an audit in the
case of Mfs TVS & Sons with TIN
32010188782. Audit revealed that the
dealer had claimed sales return without
supporting debit/credit notes and worked
out short levy as shown below.

Year '[[TC claim Fntercst
on sales

return

Tax +
Interest

2010- 2,47,74,86
11 4

1,23,87
,432

3,71,62,29
6

2011-
12

3,59,93,11
6

1,36,77
1384

4,96,70,50
0

2012-
13

2,63,17,58
2

68,42,5 3,31,60,15
71 3

2013- 4,70,72,47
4 3

65,90,1
46

5,36,62,61
9

Based on the above along with certain
other defects detected on verification by
this office, notices Under Section 25(1)
were issued to the dealer. The dealer had
filed detailed reply along with supporting
documents explaining the circumstances in
which claim of input tax credit was taken
on sales related credit notes.

In reply filed, the dealer had
explained the circumstances in which the
transaction arises. It was submitted that in
automobile sector, it is an industry wise
practice wherein the invoices are raised in
the month end in the name of prospective
customers whom the company believes
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will take delivery of the vehicie. However, |
many at times, these sales do not get
materialize and therefore the vehicle is |
resold to some other customer, and the|
earlier invoice is canceled.

According to the dealer, “certain
customers were interested in buying |
vehicles and that far as the stage of TVS
raising invoices. However, the customers
did not consummate the deal and did not |
effect full payment or effect payment and
not taken delivery and proceed with
registration and consequently the invoices
had to be canceled. The invoices were
canceled by raising credit notes against |
the parties. The said party is not al
registered dealer under the VAT Act, but a
non dealer. There is another document
called “vehicle return”  apparently
claiming to be issued in Form No.9, styled
«credit/debit note”. There may also be
cases of an invoice and credit not falling
on consecutive days or different dates. TVS
had apparently remitted Kerala VAT at
12.5% or at prevailing rate as shown
under the VAT/retail invoice in their |
returns filed under the Act. This “vehicle |
return” in Form No.9 is not accepted and |
objections are raised.” |

It is submitted that the assessment |
of the dealer was completed as shown
below including certain other defects noted
in verification by this office.

Year

Assessment
order No.&
date

Additional
demand
created

-11

2010

dtd 20.02.17

32010188782

6,20,91,611

-12

2011

dtd 20.02.17

32010188782

5,78,05,845

-13

2012

dtd 06.03.17

32010188782

10,77,12,81
6

-14

2013

dtd 06.02.17

32010188782

16,58.15,77
C
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The dealer had filed Wp(c) No.6242/17,
9631/17 before the High Court of Kerala
against the assessment order for all the
years relating to claim of sales return. The
High Court of Kerala vide judgment in
Wp(c) No.6242/2017(E) dated 13.03.2017
quashed the assessment relating to sales
retarn based on the undertaking of the
petitioner that they could produce the
documents being the invoices raised on the
very same chasis No. and engine No. and
the credit note issued as also the extract of
RC Book from the website of the Kerala
Motor Vehicles Department for de novo
consideration,

The assessment was modified on
16.08.2022/-  demanding  tax  Rs.
8,30,43,460/- and interest Rs. 8,38,73,894,
total Rs. 16,69,17,354/- which was further
rectified under section 66 vide order dated
19.09.2022 of DC Spl Circle, Tvpm
demanding tax Rs. 4,07,45,183/- and
interest Rs. 4,15,60,087/- total: Rs.
8,23,05,269/-. As per the direction of the
Hon’ble High court in WPC No.9679/
2017 dated 21/03/2017, dealer paid 20%
of the disputed tax Rs.50,00,000/- as per
chalan  no.KLO01368584201718M  dtd
08.05.2017  as first installment and
Rs.31,50,380/- as per chalan
no.KL001369364201718M dated
08.05.2017 as second installment. The
dealer has filed second appeal before
Hon’ble Appellate Tribunal, TVPM. As per
TA(VAT) No 385/2019 dtd 26.07.2023 TA
(VAT) NO 352/19 dtd 23.03.2023 KVATA
20272022 dated 30.11.2023, the Appellate
Tribunal directed to modify the assessment
orders for the year 2013-14 after verifying
the books of accounts

The assessee has not produced the books
of accounts. Hence the modification is
pending.




Para No.

Gist of the case

2.4.7.6
Bullet 9
S1.No.2

As per Section 8(a) of the Act, a dealer,
instead of paying tax under section 6, can opt
for payment of tax at the rate stipulated for
the whole amount of contract. As such, a
dealer who opted to pay tax under Section
8(a), is not eligible to deduct any amount
from the contract receipt received by him.
This position was upheld in a judicial review
by the High Court of Punjab and Haryana.
Audit found that 12 out of 22 works
contractos/builders in four assessment circles
had availed exemption of the value of land
amounting to X 33.14 crore from their
contract receipt to arrive at the taxable
turnover. This is against the provisions of the
Act and had resulted in short payment of tax
including interest and penalty of 3.30
crore(Appendix IX} The tax district -wise
deviation from provisions of the Act/Rules .
Audit observed that amongst the defaulters,
M/s.Hilite Builders of Works Contract Office,
Kozhikod was the biggest defaulter with tax
effect of ¥ 1.19 crore. Audit noticed that
M/s.Pazheri Properties & Developers (P)Ltd
of Works Contract Office, Kozhikode
repeated the default for three years.

Audit found that acceptance of returns of the
dealers who were not adhering to the
provisions in the statute led to evasion of tax.

R
Case No. 148
Present position
2. Classic Builders
32091640863/2012-13
CTO (WQC), Palakkad

The objection raised in this case was that
the exemption claimed on the land value
by the dealers opted to pay tax under
section 8(a) is irregular. In this regard
the assesse has produced a clarification
order (Order No.C3/3450/2013/CT dated
27.03.2019). In the clarification order is
pointed out is appended below:

“It is clarified that the immovable
property is excluded from the definitions
of ‘goods’ under sec2(xx) of the Kerala
Value Added Tax Act ,2003.Definition of
‘total turnover’ and ‘turnover’ under the
Kerala Value Added Tax Act pertains to
transaction in goods only.So, land being
immovable property will not come within
the purview of goods either under the
definitions total turnover or turnover as
per the Kerala Value Added Tax Act .As
such,consideration received for the
transfer of land is not amenable to
taxation under the Kerala Value Added
Tax Act ,whether under Sec .6(1){(a) or
under Sec.8(a) of the Kerala Value
Added Tax Act if evidence is available
for the same.” Hence the audit objection
is not sustainable and the same may
kindly be dropped.




49

r 4
4 4

Case No. 152

Para Neo.

Gist of the case

Present position

2.4.7.6
Bullet 9
SL.No.,6

As per Section 8(a) of the Act, a dealer, instead of
paying tax under section 6, can opt for payment of tax
at the rate stipulated for the whole amount of contract.
As such, a dealer who opted to pay tax under Section
8(a), is not eligible to deduct any amount from the
contract receipt received by him. This position was
upheld in a judicial review by the High Court of
Punjab and Haryana.

Audit found that 12 out of 22 works
contractos/builders in four assessment circles had
availed exemption of the value of land amounting to X
33.14 crore from their contract receipt to arrive at the
taxable turnover. This is against the provisions of the
Act and had resulted in short payment of tax including
interest and penalty of 3.30 crore(Appendix 1X) The
tax district -wise deviation from provisions of the
Act/Rules Audit observed that amongst the
defaulters, M/s Hilite Builders of Works Contract
Office, Kozhikod was the biggest defaulter with tax
effect of ¥ 1.19 crore. Audit noticed that M/s.Pazheri
Properties & Developers (P)Ltd of Works Contract
Office, Kozhikode repeated the default for three years.

Audit found that acceptance of returns of the dealers
who were not adhering to the provisions in the statute
led to evasion of tax.

6. Chanthankulam Projects &
Developers (P) Lid
32091659717/2011-12

CTO (WC), Palakkad

The objection raised in this case
was that the exemption claimed
on the land value by the dealers
hopted to pay tax under section
8(a) is irregular. In this regard|
the assesse has produced a
clarification  order  (Order
No.C3/3450/2013/CT dated
127.03.2019) and a letter of reply
dated 11.12.2023. In the
clarification order is pointed out
is appended below:

“It is clarified that the
immovable property is excluded
from the definitions of ‘goods’
under sec2(xx) of the Kerala
Value Added Tax Act, 2003.
\Definition of ‘total turnover’
and ‘turnover' under the Kerala
Value Added Tax Act pertains
to transaction in goods only.
So, land being immovable
property will not come within
the purview of goods either
under the definitions ftotal
turnover or turnover as per the
Kerala Value Added Tax Act.
As such, consideration received
for the transfer of land is not
\amenable to taxation under the
Kerala Value Added Tax Act,
whether under Sec.6{1)(a) or|
under Sec.8(a) of the Kerala
Value Added Tax Act Iif|
evidence is available for the
same.”

Hence the audit
objection is not sustainable and
the same may kindly be
dropped.
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Case No. 153

Para No. |Gist of the case Present position
24.7.6 As per Section 8(a) of the Act, a dealer, instead of 7. Chanthankulam Projects &
Bullet 9 |paying tax under section 6, can opt for payment of tax |Developers ) Ltd
SL.No.7 [|at the rate stipulated for the whole amount of contract. {32091659717/2012-13
As such, a dealer who opted to pay tax under Section (CTO (WC), Palakkad

8(a), is not eligible to deduct any amount from the
contract receipt received by him. This position was
upheld in a judicial review by the High Court of
Punjab and Haryana.

Audit found that 12 out of 22 works
contractos/builders in four assessment circles had
availed exemption of the value of land amounting to X
33.14 crore from their contract receipt to arrive at the
taxable turnover. This is against the provisions of the
Act and had resulted in short payment of tax including
interest and penalty of 33.30 crore(Appendix IX) The
tax district -wise deviation from provisions of the
Act/Rules . Audit observed that amongst the
defaulters, M/s.Hilite Builders of Works Contract
Office, Kozhikod was the biggest defaulter with tax
effect of T 1.19 crore. Audit noticed that M/s.Pazheri
Properties & Developers (P)Ltd of Works Contract
Office, Kozhikode repeated the default for three years.

Audit found that acceptance of returns of the dealers
who were not adhering to the provisions in the statute
led to evasion of tax.

The objection raised in this case
was that the exemption claimed
on the land value by the dealers
opted to pay tax under section
8(a) is irregnlar. In this regard
the assesse has produced a

clarification  order  (Order
No.C3/3450/2013/CT dated
27.03.2019) and a Jetter of reply
dated 11.12.2023. In the
clarification order is pointed out
is appended below:

“It is clarified that the
immovable property is excluded
from the definitions of ‘goods’
under sec2(xx) of the Kerala
Value Added Tax Act, 2003.
Definition of ‘total turnover’
and ‘turnover’ under the Kerala
Value Added Tax Act pertains
to transaction in goods oniy.
So, land being immovable
property will not come within
the purview of goods either
under the definitions total
turnover or turnover as per the
Kerala Value Added Tax Act.
As such, consideration received
for the transfer of land is not
amenable to taxation under the
Kerala Value Added Tax Act,
whether under Sec.6(1)a) or
under Sec.8(a) of the Kerala
Value Added Tax Act if
evidence is available for the
same.”

Hence the audit
objection is not sustainable and
the same may kindly be
dropped.




254 B)

L)
Case No. 160
Para No. |Gist of the case Present position
2.4.7.6 As per Section 8(a) of the Act, a dealer, 14, M/s. Pentium Construction
Bullet 9 |instead of paying tax under section 6, can opt 32111514595/2011-12
SI.No.14 |for payment of tax at the rate stipulated for the CTO (WO), Kozhikode

whole amount of contract. As such, a dealer
who opted to pay tax under Section 8(a), is not
eligible to deduct any amount from the contract
receipt received by him. This position was
upheld in a judicial review by the High Court
of Punjab and Haryana.

Audit found that 12 out of 22 works
contractos/builders in four assessment circles
had availed exemption of the value of land
amounting to X 33.14 crore from their contract
receipt to arrive at the taxable turnover. This is
against the provisions of the Act and had
resulted in short payment of tax including
interest and penalty of X3.30 crore(Appendix
IX) The tax district -wise deviation from
provisions of the Act/Rules . Audit observed
that amongst the defaulters, M/s Hilite Builders
of Works Contract Office, Kozhikod was the
biggest defaulter with tax effect of X 1.19
crore. Audit noticed that M/s.Pazheri
Properties & Developers (P)Ltd of Works
Contract Office, Kozhikode repeated the
default for three years.

Audit found that acceptance of returns of the
dealers who were not adhering to the
provisions in the statute led to evasion of tax.

M/s. Pentium Constructions (P)
Ltd, AG Road, Kozhikode is a
registered dealer bearing TIN
32111514595 on the rolls of the
Office of the State Tax Officer (Works
Confract).
The assessment of the dealer for the
year 2011-12 was completed on 08-
01-2018 by creating an additional
demand of Rs. 11,33,570/- (Tax) and
Rs.7,93,499/- (Interest).
Assessment modified on 29.03.2019,
Demand Rs. 4,39,926/- (Tax Rs,
3,89,315/- + Interest Rs. 50,611/-).
The dealer is under IAC RR 82/2019-
20 dated 19.08.2020.




Case No. 161

Para No. |Gist of the case Present position

2.4.7.6 As per Section 8(a) of the Act, a dealer, instead of {15. M/s. Pentium Construction
Bullet 9 paying tax under section 6, can opt for payment of 32111514595/2012-13
SL.No.15 |tax at the rate stipulated for the whole amount of CTO (WQ), Kozhikode

contract. As such, a dealer who opted to pay tax
under Section 8(a), is not eligible to deduct any
amount from the contract receipt received by him.
This position was upheld in a judicial review by the
High Court of Punjab and Haryana.

Audit found that 12 out of 22 works
contractos/builders in four assessment circles had

availed exemption of the value of land amounting t0 |93 309/ as per Challan No.
T 33.14 crore from their contract receipt to arrive at g1 007190933201819M  dated

the taxable turnover. This is against the provisions
of the Act and had resulted in short payment of tax
including interest and penalty of 33.30
crore(Appendix IX) The tax district -wise deviation
from provisions of the Act/Rules . Audit observed
that amongst the defaulters, M/s.Hilite Builders of
Works Contract Office, Kozhikod was the biggest
defaulter with tax effect of X 1.19 crore. Audit
noticed that M/s.Pazheri Properties & Developers
(P)Ltd of Works Contract Office, Kozhikode
repeated the defauit for three years.

Audit found that acceptance of returns of the dealers

who were not adhering to the provisions in the
statute led to evasion of tax.

Objection is sustainable.
Assessment  completed  on
27.01.2018. Demand Rs.
7,37,144/- (Tax Rs. 4,66,547/- +
Interest Rs. 2,70,597/-). The
dealer is under IAC RR
51/2018-19. Paid in appeal Rs.

24.08.2018. Paid Rs. 46,654/
vide cheque No. 974830 dated
20.08.2020. The dealer is under
Tribunal Stay as per TA(VAT)
105/20.
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Case No. 165

Para No.

Gist of the case

Present position

2.4.7.6
Builet 9
Sl.No.19

As per Section 8(a) of the Act, a dealer,
instead of paying tax under section 6, can opt
for payment of tax at the rate stipulated for
the whole amount of contract. As such, a
dealer who opted to pay tax under Section
8(a), is not eligible to deduct any amount
from the conftract receipt received by him.
This position was upheld in a judicial review
by the High Court of Punjab and Haryana.

Audit found that 12 out of 22 works
contractos/builders in four assessment circles
had availed exemption of the value of land
amounting to ¥ 33.14 crore from their
contract receipt to arrive at the taxable
turnover. This is against the provisions of the
Act and had resulted in short payment of tax
including interest and penalty of ¥3.30
crore(Appendix IX) The tax district -wise
deviation from provisions of the Act/Rules .
Audit observed that amongst the defaulters,
M/s.Hilite Builders of Works Contract Office,
Kozhikod was the biggest defaulter with tax
effect of ¥ 1.19 crore. Audit noticed that
M/s.Pazheri Properties & Developers (P)Ltd
of Works Contract Office, Kozhikode
repeated the default for three years.

Audit found that acceptance of retumns of the
dealers who were not adhering to the
provisions in the statute led to evasion of tax.

19. M/s Oxoniya Builders and
Developers (P) Ltd 32072022628/2013-
14

CTO (WC), Ernakulam

The defect pointed out by the|
Accountant General is that the dealer
exempted sale value of land of
Rs.51,64,100/- from the assessable
turnover M/s. Oxoniya Builders and
Developers Pvt. Ltd have filed Annual
return disclosing a turnover of Rs.|
10,63,51,871/-. As per schedules attached
to P&L the dealer has disclosed a
turnover of Rs. 1,58,24,443/- as revenue
from operations. Thus the difference
between P&L and annual return is Rs.
94,72,572/-.As per order no.
32072022628/13-14 dated 30-01-2017,
the difference has been assessed to tax,
since it is not proved with supporting
documents. The assessed turnover of Rs.
94,72,572/- includes the turnover of sale
of value of land. The additional demand
created as per the assessment order dated
30-01-2017 is Rs.32,56,662/-(Tax Rs.
24,12,342/- and interest f Rs.8,44,320/-).
The amount is under Revenue Recovery.

Assessment modified as per KVATA
1808/2017(2013-14) on  31.01.2020.
Modified Tax Due- Rs. 17099/-, Interest
due- Rs.11798/-, total — Rs. 28897/-.
Appeal filed against modified order was

dismissed.




Case No. 1656

Cmt of the case

ParaNo. Present position

24.76,,.| As per’ Section 8(a) of the Act, a dealer, instoad 20. M/s Sophia Builders
Bullet 9 |of paying tax under section 6, can opt for payment|  32072048605/2013-14
SL.No.20 lof tax at the rate stipulated for the whole amount CTO (WC), Ernakulam

of contract. As such, a dealer who opted to pay
tax under Section 8(a), is not eligible to deduct
any amount from the contract receipt received: by
him. This position was upheld in a judicial review
by the High Court of Punjab and Haryana.

Audit found that 12 out of 22 works
contractos/builders in four assessment circles had
availed exemption of the value of land amounting
to ¥ 33.14 crore from their contract receipt -to
arrive at the taxable turnover. This is against the
provisions of the Act and had resulted in short
payment of tax including interest and penalty of
X3.30 crore(Appendix IX) The tax district -wise
deviation from provisions of the Act/Rules . Audit

" |observed that amongst the defaulters, M/s.Hitite

Builders ef Works Contract Office, Kozhikod was
the biggest defaulter with tax effect of ¥ . 1.19
crore. Audit noticed that M/s.Pazheri Properties &

Developers (P)Ltd of Works Contract - Office, |

Kozhikode repeated the default for three years.

|Audit found that acceptance of returns of the

dealers who were not adhering to the provisions in
the statute led to evasion of tax.

Assessment ‘was completed vide
order dated 28.06.2018 with
additional on demand of Rs.9,77,111
(Tax Rs.6,86,076 and Interest
Rs.2,91,635). Collection of the
amount stayed by the Hon'ble High
Court of Kerala as per order WP(C)
N0.25119/2018(L) dated 26.07.2018.
Assessee opted Amnesty Scheme
2021 and remitted and outstanding
amount fully. (chalan GRN
KL012515032202122E).

The AG has observed that the
exemption given on the land value of
building is irregular and lead to tax
expected of 14 lakhs in 13-14. The

assessment authority in his 18t order
did not allow the exemption to the
sale value of land on which the the

building is constructed. But the 15¢
appellate authority in his order dated
23/12/2020 para 6 says, In fact the
authories below ought to have noted
that the sale value of immovable
property's totally out of purview of
the VAT. As per the definition
clause (section 2xx)of the KVAT Act
goods mean all kinds of movable
property thus landed property being
an immovable property is in a realm
beyond the territory of powers of any
tax authorities under the act. ” The
exemption give on the sale value
land on which the building is made
in given exemption. The action of
the assessing authority is correct as
far as the appellate order. The
finding of A.G regarding the land
value is not sustainable.

/



Para No.

Gist of the case

Case No._lg'{’

Present position

2.4.7.6
Bullet 9
SL.No.21

As per Section 8(a) of the Act, a dealer,
instead of paying tax under section 6, can
opt for payment of tax at the rate stipulated
for the whole amount of contract. As such, a
dealer who opted to pay tax under Section
R(a) is not eligible to deduct any amount
from the contract receipt received by him.
This position was upheld in a judicial
review by the High Court of Punjab and
Haryana.

4auiddit v b Yue U oo v oSl

contractos/builders in four assessment
circles had availed exemption of the value
of land amounting to X 33.14 crore from
their contract receipt to arrive at the taxable
turnover, This is against the provisions of
the Act and had resulted in short payment of
tax including interest and penalty of %3.30
crore(Appendix IX) The tax district -wise
deviation from provisions of the Act/Rules .
Audit observed that amongst the defaulters,
M/s.Hilite Builders of Works Contract
Office, Kozhikod was the biggest defaulter
with tax effect of X 1.19 crore. Audit
noticed that M/s.Pazheri Properties &
Developers (P)Ltd of Works Contract
Office, Kozhikode repeated the default for
three years.

[EYTTER

Audit found that acceptance of returns of
the dealers who were not adhering to the
provisions in the statute led to evasion of
Lax,

21. M/s Sophia Builders
32072048605/2012-13
CTO (WC(C), Ernakulam

Assessment was completed for the year
2012-13  with additional demand of
Rs.28,69,556.00 (Tax Rs.17,60,464 and
Interest Rs. 11,09,092). Collection of the
demand stayed by the Hon'ble High Court
of Kerala as per order WP(C)
No.25151/2018 dated 26.07.2018.
Assessec opled Amnesty dclieme ZuZl and
remitted and outstanding amount fully.
(chalan GRN KL012515032202122E)

The AG has observed that the exemption
given on the land value of building is
irregular and lead to tax expected of 14
lakhs in 2013-14, 2012-13. The assessment

authority in his 18t order did not allow the
exemption to the sale value of land on
which the the building is constructed. But

the 15 appellate authority in his order date
23/12/2020 para 6 says In fact the
authories bellow ought to have noted that
the sale value of immovable property's
totally out of purview of the VAT, As per
the definition clause (section 2xx)of the
KVAT Act goods mean all kinds of
movable property thus landed property
being an immovable property is in a realm
beyond the territory of powers of any tax
authorities under the act.” The exemption
given on the sale value land on which the
building is made in given exemption. The
action of the assessing authority is correct
as far as the appellate order. The the
finding of A.G regarding the land value is

not sustainable.
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:d ACTION TAKEN NOTES ON C & AG’S REPORTS ,
L la epartment ___STATE GOODS AND SERVICE TAX
aon adherence to provisions of Act and Rules
) Subject/Title of the Review hile completing the assessment .
Paragraph o
ﬁAc counted Sales escaping Assessment =
(¢)  [Paragraph No. 2. 4. ’7 6 (1) -
(d) Report No. and Year C& AG report for the year ended 31-3-2015 ,:
n ate of receipt of the Draft Para / i !
h teview in the Department e
(b)  [Date of Department's Reply ; ~:
0 Gist of Paragraph/Review " Section 42(1) of KVAT Act, 2003 stlpuldtes

accounts audited annually

Section 24(1)(@) of the

submit a copy of the audited s.tf*"

that every dealer whose total turnover in a

year exceeds rupees sixty lakh shall get his

by %”ﬁh&f&t&ki.‘

"‘_"’em o’f

s ..-I e

accounts and certificate in Form - .b% v& 13A

Act,’ a»,-.;§Q‘I:n?{.tl atesf

gjection of the return, if there is d1screpancy

etween the return filed and

tax with reference to the

accrued,

Andit noticed that in

penal interest at twice the rate of interegt

SdnmEy e

audited acecounts

nd to complete the assessment to the “best
of judgement”. As per section 42(2). of the
Act, the dealer is liable to pay any additional

audited ﬁguréé,f

interest thereon under Section 31(5) and

=

14 accaccmant

lcircles, 15 dealers failed

to_report llLl.&

ol
o]

i
,..:;4- Ty Al
EEa i




¢ ’A("
ya

accounted sales whereas 14 dealers failed to
report the turnover accounted as ‘other
receipts’.

The ‘other receipts’ were warranty clain,
AMC receipt, trade discount, subsidy or otheg
receipts to make up the loss sustained eté;
which were liable for tax. The total mmovgé;
escaped from assessment of tax worked out 1%
Rs. 323.22 crore and the resultant short levy
of tax including interest under Section 31(5%
penal interest and penalty under Section 67
amounted to Rs.105.30 crore (Appendix viE

The Tax district-wise deviation from

brovisions of the Act/Rules. '“3‘“’“? . :’
Audit observed that ain@ﬂgs@w th&
defaulters, M/s Hindustan Unilever: Lumted of
Special Circle, Mattancherry was the _blggesjc
defaulter with tax effect of Rs. 4§6f‘ﬁor§
The nature of business dealt wu:h by oth@
dealers are given below:
* Four in Fast Moving Consumer Gooés
with tax effect of Rs. 51.09 crore. i
e Four in Supermarket with tax effect éf
Rs. 7.50 crore. -

s Three in batteries with tax effect of =

Rs. 4.50 crore. =

hﬁ‘ ir

g

e FEighteen in multiple commodities w@
tax effect of Rs. 142.21 crore.

Thus, failure of assessing officers

4

¥ ‘mi’;' P
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N % g 3
b i adhere to the provisions of the Act and rules
resulted in non-detection of irregularities.
Does the Department agree with the

IV |(a) facts and figures included in the No 3
aragraph? - ‘.

If not, Please indicate areas of -

(b)  disagreement and also attach copies NA z
of relevant documents in support F

(a) Does the Department agree with No i
the Audit conclusions? T

If not, please indicate specific areas

of disagreement with reasons for 7

(b)  disagreement and also attach copies NA %
of relevant documents where =
necessary 1"”:

= B

.

s §

=

i

&
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REMEDIAL ACTION TAKEN

(a)

[mprovement in system and
procedures, including
internal controls.

19. Muthoottil Traders 32050977142/2013-14 e

The assessee has disclosed a total munover of Rs.1,25,74,784/- for
the year 2013-14 in the return filed. The output tax due/ collegted by the
dealer as per returns is Rs.18,23,346/-. In the audit report, the _%aler has
reported the total fturnover as Rs.1,43,98,130/- inclusive of !&e oufput
tax collected (Rs.1,25,74,784 + Rs.18,23,346 = 1,43,98 ,130%. This is
the reason for the difference. Hence there is no escape of tumover in

fthe cdse.

e

e e 2013-1
On verification of the Returns for the year 2013-14 Wlth the
Audit Report and P & L Accounts, it is found that the d@er was

Failed to disclose a part of non-taxable sales turnover as'well as
[purchase turnover as detailed below:

Rite of tax | As per return | As per Audit Report Vmﬁaﬁ.&% \ ]
1% 25458261 |254582.61 0
5% 519019.69  |519019.69 o =
| 145% 1182997391 |1820973.91 0 =
! 20% 30019.49  |30019.49 0 28
0% 6142580.61 |7304848.92 116226831 |
Total 877617631 |9938444.62 116226631 |
PURCHASES
Rate of tax |As per return |As per Audit Repoit Vanatlon
1% 29102722 |291027.22 0 =B |
5% 5130055  |513005.5 0 7
145% 988220 988220 0 = J
20% 3581879  |35818.79 6. = |
62) . |115725 115725 o = 1
Purchase g |
14.5% = |
Non taxable |858982.45  |1757695.1 89871265 |
- Non taxable |3441953.9  13441953.9 B e i




=

6(2)
Total 898712.65

i !
; As the variation in turnover relates to non-taxable items, there is
no revenue loss happened. Hence the case is not sustainable.

(b) Recovery of overpayment
pointed out by audit

.
&
=
3
=

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

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

!
— Y
.
.
|

A Eﬁ,,“, he

(e) [Review of similar cases /
complete scheme / project
in the light of findings of
sample check by audit
findings of sample check by
audit.

oW gl
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~ ’ ACTION TAKEN NOTES ON C & AG’S REPORTS
1 [(@ |Department STATE GOODS AND SERVICE TAX |
Non adherence to provisions of Act and Rule*s |
- Subject/Title of the Review while completing the assessment :
Paragrap h Output Tax (OPT) reversed without furnishing”
) requisite documents 2
=
(c) |Paragraph No. 2.4.7.6 (6) £
(d)  |Report No. and Year C & AG for the year ended 30-03-2015 i
1 @ Date of receipt of the Draft Para / *
Review in the Department i
(b}  |Date of Department’s Reply . ;
IfT Gist of Paragraph/Review

As per Rule 10 of KVAT Rules, 2005, t'}ze
dealer is entitled to deduct from his tumnover, :E
amounts allowed to purchasers in respect zif
goods returned by them, where the goods are
taxable on the amount for which they have be@ﬁ
sold. Section 41 of the Act stipulates that @
selling dealer shall issue credit notes and the
purchaser effecting the sales return shall isstie
debit notes in Form No.9. Proviso to Rule 59
states that a credit note claim shall be suppott-%ﬂ
by debit notes. .

Audit observed that 27 out of 41 dealers
whose returns were scrutinised in ten assessment
circles had adjusted Rs.19.66 crore from their tax
due, claiming it as the tax element on sales I‘EII%T;
However, the claim was not supported by ﬁlle

corresponding debit notes issued by the

purchasers to the credit note of the dealers. Lack

L]




7 b

. |Limited and M/s.Prism Cemeiit Limited %‘f

of scrutiny by assessing officer resulted in
escapement of such omissions undetected. The
short levy of tax on this account worked out to
Rs.64.45 crore, .

Audit .éle
defaulters, M/s.T.V.Sundaram Iyenger & S@s
Circle,
Thiruvananthapuram was the biggest defauigr
with tax effect of Rs, 44.20 crore. %
Audit noticed that M/s.Nestle In%a

observed that amongst

Private  Limited of  Special

Special Circle I, Ernakulam repeated the defanlt
for three years and M/s.T.V. Sundram Iyengar- &
Sons Privatt  Limited of Special Clrcg
Tlruruvananthapm-am repeated the default for f@r

) years.
Does the Department agree with the
(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 _-a;__
(a) Does the Department agree with Yes =
the Audit conclusions?
If not, please indicate specific areas
of disagreement with reasons for
(b) |disagreement and also attach copies NA e
of relevant documents where ““
necessary o
i
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REMEDIAL ACTION TAKEN

]mprove ment in system and
procedures, including mtemal
controls.

KOTTAYAM

The audit team pointed out that on scrutinising the
returns filed, the dealer had reversed OPT without furnishing
requisite documents for tax effect of 0.17 crore. But on
verification of the returns filed for the year 201213, it is
noticed that the OPT reversed is for Rs. 5,32,630/- ofily. The
dealer had produced entire documents to prove salés return
for tax credit availed for Rs. 5,32,630/-. As such, thére is no
;tirreguiarity in reversal of OPT.

2. MRF Ltd - 2012-13
The audit team pointed out that on scrutinising the. returns
|ﬁled the dealer had reversed OPT without furmshmg
requisite documents for tax effect of Rs. 0.09 crore.: But as
per the returns filed for the year 2013-14, it is notifed that
the OPT reversed “is Rs. 2,90,837/- only. The dealer had
tpl roduced entire documents to prove sales return. Iﬁnce no
ixrregulanty in reversal of OPT.

(b)

Recovery of overpayment pomted
out by audit

(c)

Recovery of under assessment,

short levy or other dues

(d)

Modification in the schemes and

rogrammes including financing
attern

f{! Ef-if §§ Y l..fﬂﬁiﬂt‘. fugh “'7

(e)

eview of similar cases / complete

cheme / project in the light of
findings of sample check by audit

ndings of sample check by audit.

|

..
3 ry}:ﬁ]fl‘l




Appenpix I
,A—WEMUC% fooco A6t A’VA‘\G Report

Appendix — I

(Ref: Paragraph 1.7.3)

Statement showing details of Special Circles and Works Contract offices where nen
production of files were noticed

1 | CTO, Special Cirele, Alappuzha 2012-13 73 0 73
2. | CTO, Special Circle, Kottayam- 2014-15 42 4 A6
-3 CTO, Special Circle, Mattancherry 2014-15 a4 0 44
4. | CTO, Spedal Circle, Palakkad 201415 15 0 15
5 CTO, Special Circle, Perumbavoor 2014-15 40 0 40
6 | CTO, Special Cirele, Thrissur 201213 3 8 11
7 CTO, Special Circle, Thiravananthapuram 201415 179 70 249
8 €70, Special Circle I, Emakulam 201415 126 5 131
9 | CTO, Special Circle I, Kozhikode 2013-14 51 0 51
10 CTO, Special Circle I, Ernskulam 2014-15 150 12 162
11, | CTO, Special Circle 111, Emakulam’ 2014-15 370 0 370
12 | CTO(WC), Emakulam 2014-15 736 0 736
13 | CPO{WC&LT), Kannur 201112 - 58 0 58
14 | CTO(WC&LT), Kattappana Wizl 8 12 12
15 | CTO(WC&LT), Mattancherry 201415 2% 0 226
16 | CTO (WCELT), Kozhikode . 01415 19 0 19
17 | CTO (WCELT), Kollam 2014-15 13 0 13
18 | CTO (WC&LT), Palakkad | 2014-15 55 0 55
19 | CTO (WC&LT), Thrissur 2012-13 0 59 59
20 | ©TO(WC&LT), Thiruvananthapuram 2013-14 45 0 45
Total | xast 70 2421
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Appendix -1V

(Ref: Paragraph 2.4.7.1 - bullet 1)

Details of dealers permitted to transport goods outside the State without taking
registration - :

1 A.C.N, Tex Privatg Limited 0.0172 | 0.1811
2 AN:P Appare] 6.36 | 0.2181 [ 0.0414 | 0.4362 0.7
3 Agni Apparels 0.4 ] 00199 | 0.0038 | 0.0397 0.06
4 AKR Textile ' 8704352 | 50827 0.8704 1.59
5 Akruthi Apparrel 328 | 0.164| 0.0312 0.328 0.52
6 Al Saj Convention Centre 0.1]0.0135| 0.0026 0.027 0.04
7 Alagar Aparels ‘ 025 | 0.0124 | 0.0024 [ 0.0247 |  (n.04
3 - Amba Exports Tid © 1233 0.6251 [ 01188 | 1.2502 1.99
o Antony 0.61 | 0.0562 | 0.0107 | 0.1124 0.18
10 Anushri Fashion India Private Limited 0.68 | 0.0339 | 0.0064 | 0.0678 0.11
11 Apep e, 048 | 0.024| 0.0046 0.048 0.08
12 | Apparel World 0.31 | 0.0155 0003 | 0.0311 0.05
13 Arvind Limited : 0.59 | 0.0293 [ 0.0056 | 0.0587 0.09
14 -AS Exports - 0.32 | 0.0158 0.003 | 0.0315 0.05
15 | Aswath Creations 0.48 | 80239 | 0.0045 | 0.0478 0.08
16 | Authentik Export . 0.33 | 0.0166 | 0.0032 | 0.0332 0.05
“17 | Ayva Apparels ~ 0.22 | 0.0112| 0.0021| 0.0224| 0.04
18 B.N.T Innovations Private Limited 1.33 ] 0.0667 | 0.0127 | ©.1334 0.21
19 Benso Garmenting .43 | 0.0216 | 0.0041 | 0.0431 .07
20 Benzer Trading India Pvt Ltd 0.66 | 0.0331 | 0.0063 | 0.0662 0.11
21 C.R Apparel 0.21 | 0.0103 0.002 | 0.0206 0.03
22 C.R.Garments 0.36 | (L0181 | 0.0034 | 0.0362 0.06
23 Carona Industries (P} Ltd 0.41 | 0.0206 [ 0.0039 | 0.0412 0.07
24 Cee Dee Garments : 0.36 | 0.0178 | 0.0034 | 0.0356 0.06
25 Chippy Exports, 0.52| 0.026| 0.0049 6.052 0.08
26 D21 International o 322 | 0.1611 | 0.0306| 03222 0.51
27 Damodar Industries Ltd 0.77 | 0.0383 | 0.0073 | 0.0765 {]..1 2
28 Different Shades 022 | 60112 | 00021 | 0.0224 0.04
29 Dollar Industries Limited 7.34 | 03672 | 0.0698 | 0.7344 1.17
30 | East Coast Clothing Company Pvt Ltd 1.53 | 0.0763 | 0.0145| 0.1526| 0.4
31 Eastman Exports Global Clothing Pvt Ltd 7.44 1 03722 | 0.0707 | (.7445 119
32 Elgi Equipments Ltd 0.32 | 0.0429 | 0.0081 | 0.0857 0.14
33 ESS Gee Garments 0.29 | 0.0146 | 0.0028 | 0.0292 0.05
34 Essel Shyam Communication Limited 0.15] 0.0199 | 0.0038 [ 0.0399 0.06
35 Exel Sourcing Company - 0.57 ] 0.0284 | 00054 | (0.0569 0.09
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Exim Trade 0.0757

37 | Fair And Flair Garments, 7.23 | 0.3616 | 0.0687 | 0.7232| 1.15
38 | Fashion (Asia) Pvt Ltd 0.23 | 0.0116 | 0.0022| 00231 0.04
39 | Fashion Gate 2.77 | 0.1386 | 0.0263 | 0.2771| 0.44
40 | Finefair India Pvt Ltd 09| 0.045| 0.0085| 0.0899| 0.14
41 Flower Kniting Mills 0.26 | 0.0131| 0.0025| 0.0262( 0.04
42 | Gangai Garments 2.54 | 0.1271 | 0.0242| 0.2543| 0.41
43 | Gates Wears 0.44 | 0.0221 | 0.0042 | 0.0443| 0.07
44 | Geetha Garments P.N.Road 0.64 | 0.0867 | 0.0165 | 0.1734| 0.28
45 | Gene Apparels 1.65 | 0.0826 | 0.057 | 0.1652] 0.26
46 | Girnar Food & Beverages Pvt Ltd, 0.24| 0.012] 00023 0024] 0.04
47 | Gowtham Knit Garments 0.49 | 0.0244 | 0.0046 | 0.0487| 0.08
48 | Green Field Apparels, 0.22 | 0.0108 | 0.0021 | 0.0217| 0,03
49 | Green Way Clothing 0.97 | 0.0487 | 0.0093 | 0.0975| 0.16
50| HHA Tank Terminal Pvi Lid 0.06| 0016| 0003| 0032| 005
" 51 Hue Chem Textiles Pyt Ltd 2.71 | 0.1355 | 0.0258| 0.2711| 043
52 | IDP Shipping Services 0.21 | 0.0103 | 0.0019| 0.0205| 0.03
53 TS Fashions (Internationsl } Pvt Lid 0.27 | 0.0133 | 0.0025 | 0.0266| 0.04
54 | Japan International 3.25 | 0.1751 | 0.0333| 0.3502| 0.56
55 | Jaya Valli Fashions, 0.21 [ 0,0107| 0002 0.0213] 0.03
56 | JCB India Ltd 02| 0.027] 00051 0.054] 0.09
57 | Jeena & Co 0.61 | 0.0307 | 0.0058 | 0.0615 0.1
58 | JFK International 0.32 | 0.0158 | 0.003 | 0.0316| 0.05
59 | K Nisha 0.1 [ 0.0141 | 0.0027| 0.0282| 0.04
60 | K.M.Garments 0.2 [ 0.0101 | -0.0019 | 0.0201| 0.03
61 K_P.R Mill Limited 9.14 | 0.4571 | 0.0869 | 0.9143| 1.46
62 | K T Garments 1.05 | 0.0524 001 | 0.1047] 0.17
63 Karapagham Tex 1.28 | 0.0642 | 00122 0.1285 0.2
64 Karvy Data Management Services Ltd 0.51 | 0.0257 | 0.0049 | 0.0514 0.08
65 | Kgi Clothing Pvt Lid 30,1502 | ©.0285 | 0.3005| 0.48
66 | KM Textiles 0.32] 0.0162| 0.0031| 0.0325| 0.0
67 | Knit Home Garments 0.69 | 0.0344 | 0.0065| 0.0688| 0.11
68 | Knit India Inc 0.31] 0.0156 | 0003 0.0313| 0.05
~ 69 | Krillo Garments 1.18 | 0.0588 | 0.0112| 0.1176| 0.19
70 | Lara Knit Wear 1.031 00513 00097 0,025 0.16
71 Laxmi Garments 0.6 ] 0.0298 | 0.0057 | 0.0596 0.1
72 | Leeds Fashion 0.3]0.0152] 00029 0.0305| 0.05
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= LeelaHotel
74| Limiex (India) Lid ; 2.17| 0.1087 | 00207] 02175 035
75 | Lax Industries L1 115 | 0.0574 | 00109 0.1147| 0.8
: 76 | M.S.M Spermo Knit Wear 03[ 00152 | 0.0029| 0.0305] 005
77| MAF Clothing Pvt Lid 1.59 [ 0.0796 | 0.0151] 0.1592| 023
78 | Mectech Inifabs Pvt Ltd 768 | 0.3838 | 00729 | 0.7675 | 122
79| Merrosds Garments 021 [ 0,0103 | 0.002] 0,0207| 0.3
- 80 MG Cotton Company Pvt Ltd 0.49 | 0.0246 | 0.0047 | 0.0491 0.08
8T | Midas Creation 055 | 0.0274| 00052| 00547 | 009
82 | Morning Staar Apparcls 071 [ 0.0353 | 0.0067 | 0.0706| 0.1
S T ey 0.14 | 0.0184 | 0.0035| 0.0368 | 0.06
“84 | MrKarhik - 0.14 | 0.0185 | 0.0035| 0.037] 006
85 | MrO R Venu Gopalan 0.14 | 0.0184 | 0.0035| 0.0369| 0.6
= 86 | Mr Viaykumar 0.14 | 0.0187 | 0.0035| 0.0373| 0.06
%7 | Mr. Sudheer TS 0.14 | 0.0187 | 0.0036| 0.0374| 0.06
88| Nagrecka Exports Limited 0.45 [ 0.0225 | 0.0043 | 0.0451 007
e R 0.13 | 0.0182 | 0.0035| 0.0364| 006
| 90| Network Clothing Company Pvt Ltd 0.68 | 0.034| 0.0065] 0.068] 0.11
91 | Next Generation Clothing Pvt Ltd 001 | 0.0453 | 0.0086 | 0.0907] 0.14
= ﬁmvmg Eﬁgmeeﬁngweducls Private 0.14 | 0.0194 | 0.0037 | 0.0387] 0.06
pac oEs b i AL ALY
B s e 17 e —— 0.19 | 0.0257 | 0.0049 | 0.0513| 0.8
- __—'éi_'f-eas:sr—,xpmm - 0.13 [ 0.0179 | 00034 | 0.0358 | 006
95 | OCC Apparels India Privato Limited 0.4% | 0.0241| 0.0046| 0.0481| 008
9% | P A James 0.14 | 0.0191 | 0.0036| 0.0382] 0.06
97 | PKP Tex 0.43 | 0.0216 | 0.0041| 0.0431] 007
98 | Prateck Appards Pvi Lid T84 | 0.0919 | 0.0175| 0.1838| 029
99 | Proline Exports Pyt Ltd : 1.06 | 0.053 | 0.0101| 0.106]| 0.7
100 | Prospper Exports 0.38 | 0.0192 | 0.0036| 0.0383| 0.06
101 | PIR Garments 0.83 | 0.0413 | 0.0078 | 0.0826| 0.3
102 | Rakesh 0.14 | 0.0187 | 0.0036 | 0.0374| 0.06
103 | Ravi Garments 053 | 0.0258 | 0.0049| 0.0516| . 0.08
104 | Rearl Fashions 0.27 | 0.0133 | 0.0025 | 0.0265| 0.04
105 | Reia Fashions 1.1 | 0.0553| 00105 | 0.1106| 0.8
106 | Rgi Clothing Pvi Ltd 0.67 | 0.0334 | 0.0063 | 0.0667] 0.1
107 | Ridha Fashions, 0.24 | 0.0118 | 0.0022| 0.0236| 0.04
108 | Roots Impex 1.19] 0.0504 | 00113 | 0.1189| 0.19
109 | S Kesavan 0.12 [ 0.0158 | 0.003 | 0.0316] 0.05
110 | Sairam Garments 0.21 | 0,0104| 0,002 | 0.0208]| 0.03
111 | Samridhi E-Seva Solution Pt Lid 0.28 | 0.0141 | 8.0027 | 0.0283| 0.05
112 | Sangeetha Creations 0.39 | 0.0193 | 0.0037| 0.0387] 0.06
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Sarayana Agency 0.0317
114 | SE Garments 0.29 | 0.0143 | 0.0027 | 0.0286 | 005
115 | Seagull Clothing 0.34 [ 0027 0.0051| 00541 0,09
116 | Shah Brothers : 183 [0.0913 | 00173| 0.1826] 029
117 | Shiny Knifwear 237 | 0.1183 | 0.0225| 0.2366] 038
118 | Siddhi Apparel House 1.63 | 0.0816 | 00155 | 0.1632| 036
119 | Silk Fashion Exports 114 [ 0.0572 | 00109| 0.1143| 0.18
120 | SKL Exports 0.28 | 0.0141 | 0.0027| 0.0281] 0,04
T21 | Somia Exports .31 | 0,0256 | 0.0049 | 0.0512| 0.08
122 | Spice Islands Apparels Lid 0.38 | 0.0192 | 0.0036| 0.0384| 006
123 | SPL Textile 179 [0.0894 | ©017| 0.1788| 0.9
124 | S Venkatcswara Diatilanics 015 [0.1379 | 00262 | 0.2759| 043
125 | St Anuragavi Garments 0.7| 0035 0.0067] 007 0.l
126 | Stowa Garments 022| 0011 00021| 002 004
127 | Subhash Wires & Cables Pvt Ltd 0.55 | 0.0274 | 0.0052 | 0.0549 |- 0.09
128 | Sudhan Trading ( P) Ld 0.41 | 0.0206 | 0.0030| 0.0412] Ga7
129 | Sukumaran 0.14 | 0.0189 | 0.0036 | 8.0377| 0.06
130 | Surcgaa Exports (Prop § P K Selvakumar) 02100106 | 0.002] 0.0211| 0.0
131 | Suvidhee Apparcls 1.65 | 0.0827 | 0.0157] 0.1655] 026
132 | Swaraj Fashions 0.61 [ 0.0305 | 0.0058 | 0061 0.1
133 | Swarna Kaleeswara Knitling 0.9t [ 0.0455 | 0.0086| 0091 0.5
134 | Swathi Creations 0.39 [ 0.0196 | 0.0037| 0.0391| 0.6
135 | Swilt Merchandise 0.27 0.0136 | 0.0026| 0.0273 | 003
136 | T.5. Sudheer 0.14 [ 0.0187 | 0.0036] 0.0374| 0,06
137 | Team Kanits 1.14 | 0.0572 | 0.0109] 0.1144| 0.8
138 | Team Sport Clothings (K.P Ramasamy) 0.83 | 0.0413 | 0.0078 | 0.0826] 0.13
139 | Tex India Apparcls 0.53 [ 0.0265 | 0,005 | 0.0529| 0.08
140 | Toxwin mpex 0.24 | 0.0121 | 0.0023 | 0.0242| 0.04

Total 156.82 | 8.3445 | 1.5839 | 16,6887 | 26.61
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Audir Report (Revenue Sector) jor the year ended 31 March 2015 (
Appendix -1X
(Ref: Paragraph 2.4.7.6 ~ bullet 9)

Details of irregular claim of exemption by contractors opted for compounding

1 CTO (WC), Palakkad Classic Builders 0.0095
- 32091640863/2010-11 3.00
e = Classic Builders 0.48 | 0.0143 0.0037 0.0287 0.05
32091640863/2012-13 3.00 .
3 . ‘Pazheri Properties & 0.29 | 0.0088 0.0034 0.0177 0.03
- - Developers (P) Lid im0 .
e e v 32091608709/2011-12, .
4 ; Pazheri Properties & 0.25 | 0.0075 0.0019 0.0150 | 0.02
- Developers (P) Lid ) 3.00
: . .32091608709/2012-13 ]
T R A Pazheri Propertics & 0.12 | 0.0035 | 0.0005 | 0.0069 | 0.01
S | | Developers () Lid o
o | 32091608709/2013-14
B i 7o ] T M S Chanthankulam Projects 0.79 | 8.0238 0.0091 0.0477 0.08
: e | & Developers (P) Ltd ©3.00 '
= e A20916597102011-12
el w———— Chanthankulam Projects 073 | 0.0219| 0.0057 | 0.0437 | 0.07
ot e & Developers (P) Lid 3.00
e 32091659717/2012-13
= S g pp-sdsiaspeasguby 1 - T - A 2491 0.0747 | 00194 0.1493 | 024
i G e v e 32589750916/2012-13 3.00
9 - CTO (WC); Kannur - | Sreerosh Properties (P) g 1.03 | 0.0309 0.0080 0.0618 0.10
npe— - Ltd 3.00 . :
- [ 32121266804/2012-13 ¢
10 | Sreerosh Properties (P) 4.70 | 0.1411 0.0198 | 0.2822 | 0.44
Ltd 3.00
i e - 32121266804/2013-14
11 ; SB Developers , 0.38 | 0.0115 0.0044 0.0230 0.04
= | 32121208045/2011-12 3.00
12 SB Developers 040 | 0.6121 0.0031 00242 | 0.04
1 A . | 32121208045/2012-13 3.00 |
13 | CTO (WC), Kozhikode | Beeline Builders and 0.18 | 0.0053 | 0.0014 | 0.0107| 0.02
Developers Pvt. L. 3.00
;i ¥ 32111511849/2012-13 S
114 M/s Pentium J 3.74 | 0.1122 0.0426 0.2244 0.38
Construction 3.00
: 32111514595/2011-12
15 — Ms Pentium 1.63 [ 0.0489 | 0.0127 00977 0.16
- ; Consiraction. ' 30| - :
‘ 32111514595/2012-13 g
16 M/s Hilite Builders 6.57 | 0.1971 0.0986 0.3942 0.69
32111555084/2010-11 o 18
17 : M/s Hilite Builders 493 | 0.1479 0.0562 0.2957 0.50
32111555084/2011-12 3.00 ;
1% | CTO (WC), Emakulam | M/s Jayaraj Properties 0.20 | 0.0060 | 0.0030 | 0.0120| 0.02
32072015935/2010-11 3.00
19 . 2 M/s Oxoniya Builders 0.52 | 0.0155 0.0022 0.0310 | * 0.05
and Developers (P) Ltd 3.00
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Appendix

20 M/s Sophia Builders 149 0.0447| 0.0063 | 00895 | 0.4
32072048605/2013-14 3.00 :

2 M/s Sophia Builders 190 | 0.0570 | 0.0148 | G.1141| 0.19
32072048605/2012-13 - 3.00 |

33.04 | 09942 | 0.3171 | 1.9884 | 3.30
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